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The Prime Minister asked me to respond to the submission by your
Committee which you left with her at the meeting on 6 August 1980
and which I have read with interest. It is useful for me , and
for the Prime Minister, to have this detailed exposition of the
views which your delegation put forward at that meeting.

You start with the figures of unemployment in Northern Ireland.

I assure you that all of us are very concerned about the high level
of unemployment and are conscious of the social and other problems
which it brings as well as of its effects on the lives and hopes of
so many people. Our objective is to maintain the highest possible
level of employment in a manner compatible with the Govermment's
strategy of curbing inflation as the necessary pre-condition for
sound and stable economic growth. As the Prime Minister made clear,
the Government is determined to hold to that strategy, which it is
‘confident will set the economy on the right course. Continuing
control of public expenditure is an essential concomitant of its
economic objectives.

Northern Ireland as an integral part of the UK economy cannot be
insulated from the short-term effects of these measures. Bub, by
the same token, it will benefit in the longer term from the upswing
in economic performance.

However, within this general framework, I have certainly directed
my attention to the special problems of Northern Ireland, many of
which you have identified in your paper.




I know that you have studied my statement of 6 August on the
review of public expenditure in Northern Ireland and have taken up
some points of detail in it on which Hugh Rossi will be replying
to you. The whole purpose of this review was to address Northern
Ireland's special difficulties as far as possible within the limits
of existing total public expenditure resources augmented by the
addition of £A48m in the current year. The addition of this sub-
stantial sum is a clear and positive response by Government to
Northern Ireland's particular needs, and it has enabled me to give
priority to increasing the resources for industrial assistance and
to holding down energy costs.

The redeployment and injection of extra resources in support of
industry will serve to strengthen and widen the industrial base.

It will increase the flow of new jobs which is, in the long term,
the best prospect for improving living standards and raising the
quality of life. The 8 - 9000 Belfast jobs which will be preserved
or created by the support for De Lorean and Harland & Wolff alone
have an immense social and economic value, as I am sure you will
recognise.

I have also in the reallocations been conscious of the large number

of unemployed young people and the amount of money available to the
Department of Manpower Services for the Youth Opportunities Programme
has not been reduced. It retains its target of over 7,000 places
and I underline once more our commitment to offer every Northern

Ireland school leaver a job or a place before Easter under this
Programme. The Temporary Short Time Working Compensation Scheme
and the Job Release scheme have now been extended for a further
year. Through these schemes, Enterprise Ulster, GTICs and grant-
aided training by employers, a total of 30,000 jobs and training
places are being provided or supported.

You have rightly in your document paid considerable attention to
the problems on the energy front and our policy - pending the outcome
of the review of the NIES - is to provide the NIES with sufficient




resources to enable it to continue to hold down its charges to
both industrial and domestic consumers which otherwise would have
to be substantially increased because of the continuing rise in
o0il prices. The advantages of this policy to both industrial and

domestic consumers are clear. So are the disadvantages of the
dependence of the Northern Ireland electricity generating system

on oil. However, until the review of the NIES is completed it would
not be sensible to take any further decisions about policy issues
such as the future of Phase II of Kilroot Power Station (for example,
the possibility of converting to coal firing). To alleviate your
concern about the decision to halt work on Kilroot Phases 3 and 4
while these matters are under consideration, I should point out

that the completion of Phase 1 in itself will provide a 33% increase
in generating capacity which will be sufficient to meet increases in
demand for the immediate future. I should also say that both the
Governments of the United Kingdom and of the Republic of Ireland

are anxious to restore and maintain the north-south interconnection
as soon as possible. On gas, I can only repeat that the Government
reached its decision about the pipe-line after long and full con-
sideration of the facts. The Cooper and Lybrand report is being
carefully examined but in the meantime planning for closure must

go ahead.

In considering the public expenditure allocations I have also taken
account of the specific problems affecting agriculture and the
possible effect on employment in the processing and ancillary
industries, should there be any cutback in production. You have,

I am sure, noted Giles Shaw's remarks when he met the Council of

the Ulster Farmers' Union on August 5.

The reallocation from other sectors towards achieving the aims of
remedying basic structural problems in the economy has been difficult
but without the addition of the £48m to the total available the
necessary transfer of resources would have been very much greater
and could not have been held at 2% of the overall budget.




I am continuing the review of the Northern Ireland public expenditure
forecasts to see whether they match our overall objectives and
whether the pattern of spending will achieve the greatest impact

on the basic problems of the economy - to ensure, in other words,

that the amount of money available is spent in the most effective way.

In looking at public expenditure, I note your hope that the
European Community might provide substantial further assistance.

I can assure you that the Government constantly presses the Northern
Ireland case at Brussels and maximises the benefits obtained from

EC sources but it is too often overlooked that the European Community
has its own budgetary problems and does not have an unlimited source
of funds. It is, however, sympathetic to and very conscious of the
special needs of Northern Ireland. As you have pointed out, it has
made Northern Ireland an area of absolute priority for European
Social Fund assistance and also recognises it as a priority area

for Regional Fund Aid. In that context, you have referred to the
allocation of £22m from the European Social Fund which Mr Giolitti
announced. That allocation had in fact been decided earlier this
year against a programme submitted to the Commission. As the ESF
operates on a system of co-funding, the payments cannot be made
unless the Government matches them which it proposes to do as planned
in its programme.

The Commission has also given support to cross-border projects —

it has borne half the cost of the Londonderry-Donegal Communications
Study and of the Erne Catchment Area Study and it has provided grants
from the appropriate sources for projects such as the Foyle Bridge.
It has also set aside 8 MEUA out of the non-quota section of the
Regional Development Fund specifically for the UK for cross-border
projects.

The details of the allocation of money obtained through the Budget
Settlement have not yet been decided but I can assure you that a
Northern Ireland programme is being put forward. I must make the
point, however, that without this settlement and the prospect of
supplementary payments from the Commission, there would undoubtedly
have been further cuts in public spending programmes which would
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have applied in Northern Ireland just as much as in the rest of the
United Kingdom. Therefore, the schemes with which these funds will
be associated are maintaining their places in existing programmes
because of the budget settlement.

The Community is also actively involved in the question of import
controls. The Government is concerned about the level of import
penetration - particularly, as far as Northern Ireland is concerned,
with its effects on the textile and clothing industries - but has to
give weight to the fact that the imposition of import controls could
have a damaging effect on exports and on industry generally and
would also raise prices to the consumer. The Government is watching
the position very closely and is, as the Prime Minister said, very
sympathetic to the textile case.

Could I repeat in conclusion that the Government is very much aware
of the needs of Northern Ireland and of its special difficulties.

It is particularly conscious of the relationship between economic
welfare and social and security problems. Although you dispute the
reasons for it, the fact is that public spending in Northern Ireland
remains at a high level and many special measures have already been
taken.

While you and I may differ on some of these matters, I have found
the exchange of views at the meeting last week and through reading
your paper most useful. I am sure that the exchanges will lead to
a greater mutual understanding.
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10 DOWNING STREET

From the Private Secretary 6 August 1980

I enclose the record of this morning's
meeting with the delegation from the Northern
Ireland Committee of the Irish Congress of
Trade Unions. The record refers on page 2
to a document entitled "unemployment in Northern
Ireland". Your Secretary of State and Lord Gowrie
both were given copies of this.

I am sending a copy of this letter and
enclosure to J.E. Taylor (Lord Gowrie's Office,
Department of Employment) and to Martin Hall
(HM Treasury).

R.A. Harrington, Esq.,
Northern Ireland Office




® «

o
’4@ RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND NORTHERN IRELAND
) TRADE UNIONISTS AT No 10 AT 1000 HOURS ON WEDNESDAY 6 AUGUST 1980
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Present:
Prime Minister McCusker

Secretary of State for
Northern Ireland

Graham
Carlin
Cosby
Freeman

Minister of State, Department
of Employment (Lord Gowrie)

Mr. T.P. Lankester
Hunter

Mackle
McCartan
Smyth
Wallace
Wylie
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Mr. McCusker, after thanking the Prime Minister for agreeing

to see the delegation, said that their biggest concern of all
was the high and rising level of unemployment in Northern
Ireland. 85,000 were already on the unemployment register

but the'true'unemployment figure was about 100,000 - taking into
account the job release scheme and those in assisted jobs. And
even this figure ignored the fact that there was substantial
under-recording of unemployment at the register. If repeated
nationally, there would be 34-4 million unemployed in the country
as a whole. It was essential that the Government consider the
Northern Ireland unemployment problem in this light and provide
appropriate measures to combat it. The previous Tory Government
had given a commitment that living standards in Great Britain and
Northern Ireland should be equalised: the delegation would like
this reaffirmed. To implement such a policy would mean, amongst
other things, revoking the cuts in the Northern Ireland spending
programmes. Perhaps the most serious aspect of the unemployment
problem was the fact that so many young people were unemployed.
The situation was worse than in Great Britain, not only proportionately

/but also




but also because young people who were unemployed were all too
easily subject to pressure from the paramilitary organisations.
Special measures were urgently needed.

Mr. McCusker then handed the Prime Minister a document
entitled "Unemployment in Northern Ireland”. Besides summarising
the unemployment situation, this document made the case for
extra public expenditure in Northern Ireland, for import controls,
for improved arrangements for EEC funding, and for a new energy
policy for Northern Ireland. Mr. McCusker called on other
members of the delegation to speak to each of these points.

Public Expenditure

Mr. Carlin said that the Government appeared to accept
the principle that public expenditure allocation to Northern
Ireland should be based on needs. It was not living up to this.
On the face of it, expenditure per capita in Northern Ireland
was higher than in Great Britain. However, this ignored the
fact that more had to be spent on social security benefits
and on law and order. On a proper needs basis, the
Treasury ought to be spending considerably more. The Treasury
ought to be prepared in any case to provide extra money under
the trade and industry programme because funds allocated to this
programme in previous years had not been fully utilised. It was
wrong to find extra money for industrial projects by cutting
back other hard-pressed programmes.

The Prime Minister said that she could not accept the

premise that public expenditure could automatically be determined
by needs. Resources were limited, and if there was to be extra
spending the money had to be found from the private sector and
from trade unionists everywhere in their capacity as taxpayers.
The Government was certainly aware of Northern Ireland's special
problems; and that was why public spending was higher per capita
than elsewhere. There were also many individual projects which

the Government had supported in Northern Ireland: she mentioned,

/in particular




in particular, the extra £42 million recently announced for
Harland and Wolff, But it was not enough for Northern Ireland
trade unions just to ask for more money. They also had to
deliver in terms of producing competitive goods.

Mr. Graham interjected to ask whether the Prime Minister
was accusing Northern Ireland workers of being lazy and slothful.
The Prime Minister said she was not: she was simply saying that
industry, both management and employees, had to be more competitive.

Import Controls

Mr. Wallace said that unemployment was So serious in
Northern Ireland that it was particularly important to retain
labour-intensive industries there. More vigorous action was
needed to combat low cost imports. In regard to textiles, the
Muld Fibre Arrangement had been of some help. But the quotas
were too high and had not been monitored adequately enough.
Northern Ireland, because of its dependence on textiles, was
particularly affected by low cost production and 'social dumping'
in the poor countries. Furthermore, the doubling of VAT had
suppressed demand, and high interest rates were putting still
further pressure on small businesses.

The Prime Minister said that she was very sympathetic to the

textile case. She agreed that monitoring of the MFA quotas had
not been entirely adequate, but this was now improving. There
were 400 quotas in place, and whenever the Government saw imports
in a particular category rising, they were quick to go to the EEC
Commission to obtain further quotas. In addition, the Government
had managed to impose two special quotas on yarn imports. But the
reaction to this had been mixed. While the yarn manufacturers

had welcomed it, the carpet manufacturers had complained that they
were now having to use more expensive domestic yarn.

/The Prime Minister




The Prime Minister went on to say, that while the Government
was ready to do what they could under the MFA, they also had to
recognise the risks of retaliation. The UK had a substantial
trade surplus with the LDCs and with the newly industrialised
developing countries, and we also had to beware of retaliation
from, for example, the United States. On the other hand, there
was some scope for strengthening our non-tariff barriers. For
example, the Government would shortly be announcing mandatory
origin marking, though this would be presented as a measure of
consumer protection.

EEC Funding

Mr. Wylie said that Northern Ireland trade unionists
applauded the Prime Minister's stand on Britain's contribution
to the EEC Budget. But they were unhappy about the Government's
attitude to additionality. Recently, Commissioner Giolotti
had confirmed that Northern Ireland was one of the least
developed regions within the EEC, and as such was entitled to
priority funding. He had announced the allocation of £23 million
to Northern Ireland, but on condition that the Government would
match this with an additional £23 million. The Government ought
to recognise the special needs of Northern Ireland, and accept
that additional funds should be provided. In a recent report,
Sir Charles Carter had suggested that the UK, and Northern
Ireland in particular, would receive more from the EEC if
the Government would agree to additionality. It seemed
likely that more EEC funds would also be available if the
Government were to push ahead with projects relating to cross-
border cooperation.

Mr, Wylie went on to say that agriculture in Northern
Ireland was facing a crisis. He was particularly concerned
that any reduction in agricultural off-take would cause
problems for the food processing industries. Pigs and poultry
were particularly badly hit. Mr. Walker had done very well

in his negotiations in Brussels, but further action was needed

/to help




to help Northern Ireland farmers. Mr. Wylie also hoped that
the Government would make funds available to provide free school
milk.

The Prime Minister said that a great deal had been done
for farmers, and for those in Northern Ireland in particular.
She mentioned the green pound devaluations, the hill subsidy for
lambs, the recently negotiated sheepmeat regime, and the cow
suckler premium. In addition, farmers had benefited from the
high exchange rate insofar as this reduced the cost of imported
feed grain. The Government was already spending a great deal

in support of the farming community: with all the other pressures

on public expenditure and the recent discouraging figures for
central government borrowing and the money supply, it was an
illusion to think that agricultural support could be increased
further. She repeated that the Government recognised the
exceptional circumstances of Northern Ireland, and for

this reason per capita spending in the Province was higher than
in the rest of the UK.

Energy

Mr. Cosby said that an energy policy for Northern Ireland
was urgently needed. They were particularly concerned about
two issues. First, they were disturbed by the decision to
stop work on phases 3 and 4 at Kilroot Power Station. It was
highly desirable that there should be a greater mix of fuels
in Northern Ireland, and completion of Kilroot could have helped.
Besides providing additional jobs, it would also have provided
greater scope for cross-border cooperation insofar as the
electricity generated might be fed into the Republic's system.
But this would require an interconnector between the two
countries. It was often said that, because of the troubles
and the risk of it being blown up, it would be wrong to build
an interconnector. However, the authorities managed
to maintain the rail link, and they ought to be able to maintain
and protect an interconnector.

/Secondly,




Secondly, they were opposed to the proposed closing down of
the Northern Ireland gas industry. Closing down the industry would
itself cost a lot of money and would involve the loss of some
2,000 jobs. And it pre-supposed that the gas pipeline project
should not go ahead. The Northern Ireland people felt that
they, like the British, should benefit from North Sea gas.

He hoped that the Government would review the position of the
industry in the light of the Cooper and Lybrands Report

The Prime Minister said that there was already excess
electricity in Northern Ireland, and consumers inevitably had
to pay for this. She hoped very much that it would be possible
to build an interconnector with the Republic, though the security
problems could not be ignored. As regards gas, she understood
that the industry was losing £200,000 per week. This could
not be allowed to continue. Nonetheless, a comprehensive
review was being undertaken of energy policy in relation to
Northern Ireland generally.

Other points

Mr. Mackle said that he hoped there would be no further cuts
in education or health spending. If there were further cuts
in education, more and more children would be driven into the
hands of the terrorists. As for health, there was a terrible
maintenance backlog on buildings. In general, it was crucial
for the stability of the Province that the Government should
give extra priority to public services in Northern Ireland.

The Prime Minister said that, if the teachers had not taken
out so much in pay, it would have been possible to spend more
on buildings and equipment. As regams public spending generally,
the Northern Ireland Secretary would be making a statement that
afternoon in answer to a written Question, setting out the
Government's revised plans. Although she could not give
details, she hoped this would be regarded as helpful. But
there was a limit on what could be done: the more that the
public sector spent, the greater was the burden on the private
sector.

/Mr_Freeman




Mr. Freeman said that it was essential to broaden the
Province's economic base. One way of ensuring this was
for the Government to make available additional funds to the
Northern Ireland Development Agency if good projects became
available. The Quigley Report had said that the Agency should
be prepared to take greater risks than would normally be
acceptable, and he hoped that the Government would go along
with this and provide the necessary funding. In addition,
the Agency would benefit greatly if there was someone with
good contacts in the City of London on its Board. The Prime
Minister replied that the Government could not guarantee extra
funds, but Mr. Atkins would no doubt consider Mr. Freeman's
other proposal.

Finally, Mr. McCusker said that he hoped the Prime Minister
would let the delegation have a detailed reply to their document.
The Prime Minister responded that Mr. Atkins would consider the
document further, and let them have his views in due course.

6 August 1980
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General economic situation, particularly
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problem.
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BRIEF FOR PRIME MINISTER'S MEETING WITH NIC/ICTU ON 6 AUGUST 1980
BACKGROUND

NIC/ICTU have asked to see the Prime Minister to express their

concern about the rising level of unemployment in Northern Ireland

and other economic issues. Their views will echo many of those
expressed in the Censure debate in the House of Commons on 29 July -
notably pressure for government action to prevent unemployment rising,

/to restrict certain imports of manufactured goods more severely

to increase public expenditure and so on. The Prime Minister will

no doubt wish to take the same general line with NIC ICTU on these

matters as she did in the House of Commons. The particular

difficulties facing Northern Ireland are recognised but it would be
a mistake to think that its long term interests would be best served
by measures which provide immediate palliatives rather than seek

long-term solutions to long-term problems.

OPENING REMARKS

15 The Prime Minister will wish to welcome the NIC/ICTU delegation—
B

her first meeting with representatives of Northern Ireland trade
unions, and may like to say that she welcomes this opportunity to

widen her range of Northern Ireland contacts, as her two visits to

Northern Ireland have been to the security forces. She might go on

to welcome the non sectarian and constructive role which NIC/ICTU play.

(See Brief F ) and then invite NIC/ICTU to present
their views. Separate briefs are attached dealing with the five
specific points which NIC/ICTU have said they wish to raise, and
notes on members of the delegation.

CLOSING REMARKS

2 The contribution of workers to improving their own position by
higher productivity, willingness to accept change, and moderation in
pay demands could be stressed.




NORTHERN | RETAND (OWmMTTEE
MEETING' WITH PRIME MINISTER ON 6 AUGUST

MEMBERS OF THE NIC/ICTU DELEGATION

J McCUSKER (Chairman) Northern Ireland Public Service Alliance

J GRAHAM (Vice-Chairman) Amalgamated Union of Engineering Workers
——

T CARLIN (NI Secretary) Irish Congress of Trade Unions
J COSBY Electrical, Electronic Telecommunications
and Plumbing Union

J FREEMAN Anmalgamated Transport & General Workers Union

G HUNTER Irish Transport and General Workers Union
A MACKLE Irish National Teachers Organisation

P McCARTAN Association of Professional, Executive,
Clerical and Computer Staff

T SMYTH 4 Union of Construction, Allied Trades
and Technicians

W WALLACE National Union of Tailors and Garment Workers

D WYLIE MBE JP Union of Shop Distributive and Allied Workers




Mr_JIM McCUSKER

General Secretary of the Northern Ireland Public Service
Alliance (NIP3A) -

Chairman of the Northern Ireland Committee of the Irish
Congress of Trade Unions '

Background .

A Catholic, born in 1942, and educated at the Christian Brothers
Grammar School in Belfast, Mr McCusker was a civil servant

YeTore becoming a Tull time trade union official. . A protegee of
Brendan Harkin (his predecessor as General Secretary of NIPSA

and now Chairman of the Labour Relations Agency), he has risen
q.ixickly in local TU circles. He holds various public appointments,
including membership of the NIEC, NI Industrial Court, NI
Industrial Tribunals and the Staff Commission for Education and
Library Boards.™ He is married with 2 children.




“Position held: Irish Divisional Organiser, Amalgamated Union of
Engineering Workers (LUSW), Engincering Section.
District Secretary, Confederation of Shipbuilding
and Engineering Unions (CSEU).
Government appointments: Member of Health and Safety Agency,
Engineering Industry Training Board,
Employees' Panel of Industrial Tribunals
and of the Industrial Court.
A long-stending Communist and leader of the enginsering workers.
A doughty working-class negotiatior, now nearing retirement. -




TERRY CARLIN
Northern Ireland Officer of the Irish Congress of Trade Unions.

Background:

Born in 1946, to a working-class family of 12 in the Bogside,
Londonderry, his father was a painter and décorator. He was
educated at St Columb's College ¥W Londonderry; then after
working for a spell in a local factory (BSR, a big record-

player factory which closed its Londonderry plant in 1965) he made
his way to the National University of Ireland, graduating with

a BA. He then taught for three years, first in Limavady and later
in Bangor. In 1971 he became the training and information officer
for ICTU in Northern Ireland and later its administrative officer.
In 1975 when Billy Blease (now Lord Blease) retired, he took over
as Northern Ireland Officer. He is now a member of the Northern
Ireland Economic Council and the Industries Development Advisory
Committee. His appointment to the Police Authority as a NIC/ICTU
nominee on the resignation of Councillor Jack Hassard caused some
controversy within ICTU (as to whether their representation should
be continued).

He is married (Una). They live in Belfast.

Personality and Political Views:

His approach to his job was initially influenced by his lack of
the more orthodox trade union credentials. In demonstrating his
militancy, he could appear shrill and naive. With greater
experience and maturity he has become a more assured negotiator
who clearly values his informal contacts with Government. He
is however still given to occasional intemperance and lack of
tact.

He acquired a reputation in the 1977 UUAC attempted stoppage

when he worked tirelessly to keep people going to work. Given

the weak chairman at that time, he became the main NIC mouthpiece.
He looks back on this period with pride and likes to highlight his
role in it. He is totally committed to establishing (1iIC/) ICTU
as the authoritative body representing workers in Northern Ireland.

He sees himself (as do nearly all Northern Ireland trade union
leaders) as a socialist rather than a sectarian 'politician'. Ee
is adamantly opposed to the extension of Conservative policies on
public expenditure and industrial relations to Northern Ireland.
On other political issues he displays less intractability. In
private, fond of anecdotes, he is an engaging conversationist.

He is keenly interested in Euman Rights matters.




J (Jim) Cosby

Posi"-:ion held: Area full-time official Electrical, Electronic
. Telecommunications and Plumbing Union (EETPU)
Government appointments: Hember of Economic Council (but
retiring due to ill health) and
- Employees Panel of Industrial
Tribunzls.

Is a former Communist until the purge by the ETU, but still

has left-wing sympathies.
Apparently a quiet and not very articulate man, said to have
greater intellectual depths. KEis recent ill health Day

perhaps lead to less than 100 Per cent commitment to the
KIC/ICTU cause. Also a member of the Fire Authority in

Northern Ireland. i




JOHN FREEMAN - Irish Regionél Secretary of the Amalgamated
. Transport and General Workers' Union

Backpround

Born 1923 in Scotland, in a working-class background. On
" leaving school he took a semi-skilled Job with Short and
Harland in Belfast, where he bscame a senior shop steward.
After a spell as a full-time usnion convenor in Australia

he returned to Shorts. fter serving as the ATGWU Northern
Ireland organiser, he vas appointed to be the regional
secretary for all Ireland.

* He was chairman of the Northern Ircland Committee of the

Irish Congress of Trade Unions 1978-7S. He is currently
deputy chairman of the Horthern Ireland Development Agency,
and a member of the Northsrn Ireland Electricity Service
Board, the Northern Ireland Economic Council and the lNorthern
Ireland Advisory Council of the BBC. His vife worked for
Shorts too, in the canteen. They live in South Belfast.

Personalitv and Political Views:

He is a small man with a rather intense, yet engaging,
manner. Articulate, to the point of volubility, he has an
idiosyncratic accent. Ile has become in the last few years
one of Northern Ireland's most influential trade union leaders.
He has for the most part avoided, as thne majority of leading
trade unionists in Northern Ireland do, engaging in public
political debate. His principal loyalty is to the worling—

- class (somewnat in the tradition or Jim Larkin). If pressed
however his sympathies would probably lie with the newly
formed United Labour Party. J S

Ministers have generally found him one of the more malleable
and sympathetic of the Northern Ireland rade union leaders,
and in the main this impression is Justified. As a man of
principle, he is capable of digging his heels in on ceriain
issues. He has also been made conscious, not least in the
context of the oil tanker drivers' and %he road hauliers'-
strikes of early 1979, of the tenuous nature of the hold of
the leadership (with its all Ireliand ' ICTU orientation) on
the rank and file. He therefore has to protect his flank.

NB The TGWU has in KNorthern Ireland 74,000 of its total
membership of ¢ 100,000 in Ireland. The vast majority of
the Irish Transport and General Yorkers' Union, an entirely
separate body with its headquarters in Lublin, are in the
Republic. . = .
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HUNTER, GEORGE

North-Nest District Secretary of the Irish Transport and
General Workers' Union.

Background:

Mr Hunter was elected to the NI Committee of the Irish
Congress of Trade Unions in May 1978. He also holds several
public appointments mainly as a Trade Union representative.

Mr Hunter lives in Strabane, a town which has one of the
worst records of unemployment in Northern Ireland,




MACKLE FelixAloysius: Approximate age 52

Northern Ireland Secretary of the Irish National Teachers'
Organisation.

A former teacher who taught in a small primary school in
Magherafelt before becoming Principal of St Mary's School,
Maghery, where he remained until taking up his present post
as INTO Secretary.

INTO represents most Roman Catholic teachers in primary
schools throughout Ireland though Mr Mackle's responsibility
is as Secretary to the organisation in NI.

Mr Mackle, on behalf of INTO, has given public support to the
proposals of the Chilver Committee Report on Higher Education
in NI. This support was in the face of strong criticism from
the Catholic community in general.

Mr Mackle holds several public appointments mainly as a Trade
Undion representative.




P (Pat cCartan

Position held: Area Secretary, Association of Professional, Executive,
Clerical and Computer Staif (APEX).

Government appointments: Vice-Chairman, NI Comsumers' Council. iember

of Public Service Training Committee, S3Z

Education ané Library Bocard, Board o Governors

of Belfast College of Business Studies,

Employees' Panel of Indusirial Tribunals.

Former Civil Servant, when he was active in Puvtlic Service Alliance aifai
Re-elected to NIC/ICTU this year after being dropped for a year. Vhen
previously a member seemed likely to becozme an inZluential member.




Tomm

Position held: Regional Organiser, Union of Coastruction, Allied Trades

< -and Technicians (UCATT).
Government appointment: Nember of Construction Industry Training -
' Board.

.

77; a relative newcomer and

Recently became cnief loczl official of UC
hence an unknown gquantity.




Position held: Irish Divisional OZficer, National Union of Tailors and
Garment Workers (NUTGY).

Government appointments: ifember of Fair Employment Agency, Healtn and
Safely Agency, Training Executive, Cilotaing
and Footwear Incustrial Trzining Board, of
3 Wages Councils, Employees' Panel of Industr
Tridbunals and of Industrial Court.

Appointments really reflect the great activity of his predecessor in the
position with NUTGW who died sudcenly scme vime ago; has largely taken
over those appointments. Is himself still something of an unknown

. quantity.




"D (David) Vylie MBE JP
Position held: Area Organiser, Union of Shop, Distributive ané Allied
Workers (USDAW).
~ Government appointments: Chairman of Employment Service lManagement
Committee, Member of Labour Relations Agency,
Arts Council, Training Council, Legal Aid
Advisory Council, Construction arnd Distributiv
Industries Training Boards, Boards of Ulsterbu
Ltd and Citybus Ltd, Employees' Panel of
— 3 ‘Industrial Tribunals and of Industrial Court
and of 4 VWages Councils.

@ Now something of an elder statesmen on NIC/ICTU and in local TU scene.
Stance is generally right of centre.




BRIEF A

GENERAL ECONOMIC SITUATION

The NIC deprecate the high levels of unemployment in Northern
Ireland and believe that the problem is greatly exacerbated by
Government's economic policies. * These points were made recently at
the annual conference of ICTU. In press comments-on the July
unemployment figures, Mr Carlin was reported as saying that "the S0S
and the PM showed a completely callous lack of concern towards the
problem of unemployment in Northern Ireland".

Line to take

The rising level of unemployment is regretted, but as the PM said

on 29 July "It is a cruel deception to pretend to the unemployed that
it is within the capacity of politicians on their own to create
employment that will last, or to avert indefinitely the disappearance
of a job whose market has gone". (Hansard col 1302). Remedial
action must bear this point in mind. As NIC/ICTU know specific
counter measures are in force. The Youth Opportunities Programme

has been increased this year from 6,000 to over 7,000 places.

Through various schemes, Enterprise Ulster, the Government Training
Centres and grant-aided training by employers, a total of 30,000

Jjobs and training places are provided or supported. e

—— e ———
The rates of industrial development assistance are the highest in

the UK. These have been effective in promoting over 3,400 new
manufacturing jobs in the first 6 months of 1980. £42.5M has been
made available to Harland and Wolff to cover the shipyard's operations
during the current financial year. There will be an Enterprise Zone
in an area in inner Belfast.

See Appendices I and IT for detail.




CUIRENT UHNEMPLOYMENT STTUATION

1. Unemployzent in Northern Irelend now stands at 84,687 (14.7%). These figures
can be broken down as follows —

a. Male unewployment - 53,341 (16.7%)
Female unemployment - 29,346 (12.0%)

b. Comparison with previous periods -

July 1980 June 1980 July 1979 -
73,071 71,961

Numbers

84,687
Unemployed (14.75) ; (12.7%) (12.5%)

Increase over +11,656
June 1980 (16%,

Increase over +12,726
July 1979 187)

School leaver unemployment is 2,217 (20%) higher than July 1979 and
5,396 (67£) than June 1980.

Industrial Analysis

The induz\tric:l_whicl.n guffered the greatest job loases —

Jobs lost since Jobs lost since
July 1979 June 1980

Textiles 1,312 322

Construction 1,908 438

Distribution 1,154 329

Clothing & Footwear 898 : =

Miscellaneous Services 913 s

Professional & Scientific - £05 (mainly teachers)
Sorvices

Uncmployment in Northern Treland compared with Great Britain

i. Arcas of highest uncmployment (seasonally adjusted and excluding
school leavers) —

Northern Ireland 12.1%

North i 9.6%
Scotland 9 1%

Wales 9.0




\ . )
- . ii, Rate of increase (seasonally adjusted and excluding school leavers)

June 1978 July 1980 % increase
Northern Ireland 58,200 69,800 19.9%
Great Britain 1223,600 1536,200 25.5%

It should be noted that the trend in unemployment since 1974 has been

( —— predominantly upward with no real indication of reVersnl"a?any stage.
Even the sum total of large increases since 1979 is small compared to the .
increase which occured between 1974 and 1976. The high levels established

e iy
then have shown no sign of reduction, but continued to increase up to 1977.
The decrease between 1977 and 1979 were insignificant in comparison.

Redundancies

In addition to the 6336 redundancies notified to the DS in the period January
to June 1980, a further 3807 advance redundancies (of which 1363 are associated
with applications under TSTWCS) have been notified since the Jbeginning of

July. This includes Grundig an elecfronic firm in West Belfast which is
closing down with a loss of 1,000 jobs,




APPENDIX 2

COUNTER UNEMPLOYIENT MEASURES
J

» Youth Opnortunities Programme

The Progremme currently provides over 7,000 places for unemployed young people unde
——
19 years of age. The programm@ offers a variety of opportunities to accommodate

the neceds of a wide range of young people.

Apprentice Training in covern.ma;t Training Centres and with

Employers 3,800 places
‘lork Experience and training with Employers and in Colleges

of Further Education 1,000

Basic and remedial training : i 700
Community 'orkshops 1,000

Other Schemes 800

Temporary Skort Time Working Comnensation Scheme

Introduced in April 1979 and extended from April 1980 for a further year, this sche:|
aims to combatl uncmployment by p‘rovid.ing for compensation to be paid to employers il
arc prepared, after consultation with the appropriate Trade Union, to adopt short

time working as an alternative to implenmenting redundancies. The number of persons
on short-time working can be up to twice the number of redundancies so averted, The

Seheme i idenlical 1o ihe GB Sclieme. ‘hc copl in 1960/81 will Ve approximately £5:
Job Release Scheme
S OUEIGS Can CREChamD

This scheme aims 1o create vacancies for unemployed people by encouraging older
vorkers 1o leave their jobn before retircment age. The scheme has been exiended forf
@ further year until 5 April 1981 and appl‘ics to men aged 64, women aged 59 and
dizabled men aged 60 to 63. The scheme is identical to the GB scheme and will cost

approximately £2.45m in the current financial year.




"LEBNFIDENTIAL

E.R.
®

SELECTIVE IMPORT CONTROLS

It is assumed that NIC wish to press in particular for import controls
to protect the textile and clothing industries.

Line to take -

The Prime Minister could refer to the action alréady taken to place
quotas on imports of polyester filament yarn and nylon carpet yarn, and
say that the level of import penetration for carpets of man-made fibre
origin is being monitored by the Department of Trade. If there is any
evidence of escalation of the problem the Commission will be pressed
for safeguard action. The government is also encouraging firms to meet
the challenge from overseas. There is an active programme of trade
support to encourage NI clothing and textile firms to develop their
sales and export markets and Government support is available for re-

equipment and modernisation to enable textile and clothing companies
to improve their competitive position.

Finally the Prime Minister will wish to repeat warnings about the
danger of retaliation if the Government imposed import restrictions
on a wide range of goods.




E.R.
@1 FUBLIC EXPENDITURE NEEDS

NIC views

NIC will argue that restraint on public expenditure should not apply
in Northern Ireland because of its high unemployment and its economic
and social problems. In particular, NIC may press for

- a programme of public works to be carried out by direct labour

- exemption of NICS from civil service manpower cuts

- maintenance of the capital spending programme to provide
employment in the construction industry.

Line to take

Northern Ireland cannot be exempt from public expenditure cuts. It
is reaping and will reap the benefits of the Government's policies.
It is already benefitting from the lower direct taxation of persons
and companies. In the longer term it will gain as much as any other
region of the UK from the reduction in inflation and the increased
economic activity which the Government's whole strategy will achieve.
Its objective is to get the economic base right. Artificial job
creation does not achieve this.

Northern Ireland's needs and circumstances have been give special
treatment in the allocation of public expenditure. For example:-

(a) After allowing for inflation the planned levels of public
expenditure for the 4 years from 1980/81 are still 5%, 4%,
2% and 2% (respectively) higher than the average Ior the
TYears 1974/75 to 1977/78.

Public expenditure in Northern Ireland this year will be
some £1,750 for every person living there. This is 35%
more per head of population than in the rest of the UK.
Are NIC/ICTU suggesting that other areas should get less
so that NI can get more? Or that taxation and borrowing
should be increased all round to divert more funds to NI?
Neither is acceptable.

The planned levels of public expenditure show a reduction i
Northern Ireland of about 3% between 1980/81 and 1983/84.
This compares with a reduction of about 6% in comparable
services in Great Britain over the same period.




SANFINENTIAL

(d) Net public expenditure on housing in Northern Ireland
is currently planned to decline by some 11% over the
period from 1980/81 to 1983/84. The corresponding figure
for Great Britain is éout 40%. Public expenditure per capita
on new house building and on improving and maintaining
existing dwellings within Northern Ireland will be 13 times
the GB rate. 5

The Government is committed to reducing the size of the UKCS/UK Civil
Service. The same arguments in favour of reducing the size of the
public sector apply with equal force to the NICS.

The Secretary of State for Northern Ireland, as you will know, has
been reviewing the Northern Ireland public expenditure programme
for the current year. He will be making a statement on this later
today, and I think you will see from this that the Government is
conscious of the need to give a proper priority to the improvement

of the industrial base in the province.

CONFIDENTIAL




ER BRIEF D

QDITIONALITY

NIC/ICTU will argue that because of Northern Ireland's economic and
social problems EC monies should be treated as an addition to agreed
public expenditure levels. They may allege that Northern Ireland

is cheated out of its benefits by Westminster and contrast the
situation in Northern Ireland unfavourably with the Republic.

Line to take

Assistance from the EC helps us to maintain the level of public
expenditure at its present level - without it public expenditure would
have to be cut further. This is particularly true of the money we
will receive to reduce our excessive net contribution to the EC Budget.
Northern Ireland already receive a large share of EC resources for its
size and public expenditure is the highest in the UK on a per capita
basis. The Government cannot increase this. The Republic is a large
net beneficiary of the Community and can therefore treat new money as
a windfall; even with the Budget settlement we are only getting back
what we put in.




E

0

G BRIEF E

‘!ﬂERGY

NIC will point to the high cost of energy in Northern Ireland and will
argue that:-

(a) electricity tariffs should be kept in line with those in
the rest of the UK;

(b) Government should pursue alternative spurges of electricity
generation or supply eg conversion of oil-fired stations to
coal-firing, reinstatement of the interconnector with the
Republic of Ireland, tidal generation at Strangford Lough;

the decision against providing a natural gas pipeline from
Scotland should be reversed and hence the gas industry in
Northern Ireland should not be run down;

(d) 4if it is, there should be 100% assistance to consumers to
replace appliances and

(e) there should be a continuation or enhancement of special
assistance to the needy in respect of fuel costs.

Line to take

Government is very conscious of the implications of high energy costs
for economic and social development in Northern Ireland. That is why
it has instituted a comprehensive review of the problems of the
Electricity Service. This review will cover all possible options.
Decisions on such matters as conversion to coal-firing etc must await
its outcome. Measures are in force to keep the cost of electricity to
industrial users below what it otherwise would be.

Restoration of the interconnector with the Republic of Ireland would
benefit not only to Northern Ireland but the Republic as well and both
Governments have publicly stated their determination to restore and
maintain the interconnector.
The Government's decision about the Gas pipeline was made after long
and full consideration of all the facts. The recent Coopers and Lybrand
report (commissioned by the NI Gas Employers Board) is being carefully
. examined but in the meantime planning for the closures must go ahead. A
moratorium is not justifie eg the Belfast gas undertaking is
running at a loss of around £200,000 a week. It is unreasonable to expect
the general public to meet such deficits. And public expenditure for

this purpose means less is available for other uses.




E.R,

If NIC refer to the 100% assitance given to consumers for conversion
to natural gas in Great Britain, the PM could point out that the cost
of conversion was borne ultimately by those consumers through tariffs.
There is no way of avoiding such costs in one way or another.

If NIC/ICTU raise detailed points about fuel asqita;ce for the poor
in NI, the PIf may like to suggest that these be followed up separately
with the Secretary of State.




BRIEF F
NORTHERN ' TRELAND COMMIETEE (NIC)

Unions operating in Northern Ireland are for the most part British based
and thus linked to the TUC. However, practically all the Unions, British
and Irish, are affiliated to the Dublin based Irish Congress of Trade
Unions (ICTU). ICTU's Northern Ireland Committee (NIC) and not the TUC
is therefore the TU central body in NI. NIC has no formal links with the
TUC though there are open lines of cor.‘:nunicatior) beiieen them.

Links with ICTU

NI Trade Unionists are frequently on the all-Ireland exécutive of ICTU.
As such they have on occasions in the past played an influential and
sometimes decisive role in Southern affairs (eg in the wages negotiations
field). However the reverse is not the case. Southern Trade Unionists
do not have a corresponding influence in the North. The NIC of ICTU
therefore acts with a great deal of autonomy in the trade union affairs in
the Province.

NIC and Security Situation

The Trade union movement in Northern Ireland embraces both communities

and has played a prominent part in promoting reconciliation and opposing
sectarianism and violence. On the whole, the troubles of the Province have
not spilled over onto the shop floor.

NIC and Industrial Relations

The Trade Unions have also played a reasonably constructive role in the
wider industrial relations field - thus Northern Ireland has enjoyed a
better strike and days lost record than either Great Britain or the Republic
of Ireland. Their non-sectarian and constructive role has been greatly
appreciated by successive Governments.

NIC and Politics

NIC/ICTU has no affiliation with any political party either in NI or in
GB. On the political initiative, the Secretary of State has written to
the Chairman stressing the importance of the Government's constitutional

proposals and inviting any comments NIC wishes to make, either in writing
or at a meeting with Mr Rossi.
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UNEMPLOYMENT IN NORTHERN TRELAND

The Northern Ireland Committee, Irish Congress of Trade Unions
welcomes the opportunity to discuss with the Prime Minister the
present unemployment crisis as it affects Northern Ireland.

At the outset, we should place on record that we disagree
fundamentally with many of the Government's economic and industrial
policies for the United Kingdom as a whole. Our primary purpose
in presenting our views to the Prime Minister is, however, to press
the special considerations of Northern Ireland.

Our document — Jobs: An Action Programme — published in October 1979,
challenged the Government's policies as they applied generally to
the UK, but particularly to Northern Ireland. We restated our

objective of full employment and said specifically that the present

Government's policies made the achievement of that objective seem
very remote. We clearly warned that the pursuit of those policies
would lead to a drastic increase in the level of unemployment

throughout the Province.

In our discussions, both at conferences and elsewhere, with
representatives of the community at large, we have received many
expressions of support for our views contained in the Programme.
The widespread reaction of concern at the July unemployment figures
shows that very many community sections still retain that view.

The 'official! figure of 84.687 represents the worst unemployment
figure since the mid 1930's. To that figure should be added the
1400 people who have opted out of employment under the Job Release
Scheme and who, whilst unemployed in the real sense, are debarred

from either registering as unemployed, or taking full-time work.

The Minister of State, Mr. Hugh Rossi, in his statement, indicated
that 5472 jobs were being assisted under the Short-time Working
Compensation Scheme. He did not, however, admit that 12,079
people share those jobs. Taking these three groups of workers
together, this adds up to 98,166 workers directly affected either




wholly or partly, by unemployment. This does not include the
7345 adult students who are registered for temporary employment,
many of whom, in better years, would have had the opportunity of
summer employment. This gives us a total of 105,511 people in
the Province currently suffering full-time, part-time or temporary
unemployment.

In proportionate terms, if these figures were reflected throughout
the United Kingdom, they would equate almost 3j million unemployed,
with almost another 4 million on short-time working. We
respectively submit that no Government could persuade even its own
Party that its industrial and economic policies were working for
the benefit of the country if such figures became a.reality for

the whole of the UK.

‘Over 21,000 of Northern Ireland's unemployed are under 19 years

of age and a recent study on unemployment commissioned by the
Department of Manpowér Services shows that the rate of youth
unemployment has increased at double the rate of Northern Ireland's
overall unemployment. The increase is also double the rate of
increase in youth unemployment in Great Britain. It is depressing
to note that there are 140 young people for each vacancy registered
with the Department of Manpower Services.

Even before this year'scrop of school leavers joined the labour
market, there were 7,685 young people under the age of 19 unemployed.
This level of unemployment amongst young people represents a
disgraceful waste of resources, both in terms of human resources and
in terms of financial and technical resources which have been committed

to their education over the years.

That is true of the whole of the UK. There is however another aspect
to this problem in Northern Ireland. The young unemployed who live
in circumstances of cumulative social disadvantage in terms of

poor housing and lack of recreational facilities, become potential
prey for the godfathers of violence and recruits for terriorist




organisations, or themselves become the victims of violence.

A number of young people, for example, have been seriously injured
or killed in "joy-riding" incidents involving the security forces
in the most deprived areas of West Belfast. There is fairly
conclusive evidence that the oppressive levels of unemployment are
themselves a contributory factor to violence in our community,
leading to death and destruction. We firmly believe that urgent
remedial action designed to tackle and eliminate the scourge of
unemployment would, in itself, have direct beneficial results in

the security situation.

The Northern Ireland Committee is conscious of the fact that in
making its plea for Northern Ireland, we face compesition 'from

other areas, which can show very high levels of unemployment, and

Government Ministers have in the past replied to the Committee!s

representations by pointing to high levels of unemployment in towns
in Merseyside, South Wales and the North-east. It gives the NIC/ICTU
no joy however w record the highest unemployment rates in the UK

in areas such as Strabane, with 34.5% male unemployment, Newry with
29.6%, Dungannon with 27.2%, Cookstown with 25.3% and Londonderry with

23.2%.

In Northern Ireland, therefore, in 5 out of 13 travel-to—work areas,
male unemployment is in excess of 20% and no other sub-region of

the UK suffers to the same degree. While the unemployment rates in
various parts of Belfast are not published, official Department of
Manpower Services data shows that unemployment in West Belfast reaches
almost 40% .

In the past, Government measures to combat unemployment have been
inadequate to meet the scope of the problei. For example, the

first phase of the De Lorean project is expected to yield 2000 jobs.
Yet, since the project was announced, nearly 2000 redundancies have
been declared in companies such as Grundig, Ford, Olympia, in
Bridgeport Brass, Tilley Lamp, Duff's ete., some of which are literally

within walking distance of the new De Lorean plant.




number of those who have recently announced closure, including

v example, the German-owned Demag company, paid tribute to the

oductivity and industrial relations record of their workforce

1 blamed Government policies of high interest rates, coupled
Wil a strong pound and a refusal to ban imports, for their

decision to close.

The crisis of unemployment in Northern Ireland therefore runs
deeper, is more all-pervading, and even has life and death overtones
far in excess of the problem in other areas of the UK. Government
Ministers have indicated that they expect even the present level of
unemployment to rise, and we urgently request the Prime Minister to
immediately institute emergency programmes of job creation and
employment, designed to significantly reduce the current level,

let alone projected levels of unemployment. As a minimum we urge

that the Prime Minister accepts that Northern Ireland should be
spared the adverse effects of current policy at least until the rate
of unemployment in Northern Ireland has been reduced to no more than

the United Kingdom average.




PUBLIC EXPENDITURE NEEDS IN NORTHERN IRELAND

The Northern Ireland Committee is well aware of Government's
standard response to representations about public expenditure

in Northern Ireland. Government Ministers inevitably draw
comparisons on a per capita basis between Northern Ireland and
other regions within the United Kingdom, or alternatively, point

to percentage cuts in public expenditure in trying to show that

the Northern Ireland cuts are less. Govermment then proceeds

to claim that this is in recognition of a special case for
Northern Ireland, and that Northern Ireland is treated quite
generously.

The NIC/ICTU does not accept that either of these comparisons is
an adequate base for assessing the expenditure needs of the
Province. Equally, we must state clearly that it is our belief
that any recognition of Northem Ireland as a special case which
existed under the previous Government has now largely been dissipated,
and Northern Treland is expected to share the same burdens as the
rest of the UK, in spite of the fact that we already have more than

our fair share of problems.

Taking firstly the per capita figures, we would point out that
Northern Ireland spends 12% more on social security per head of

the population than the UK as a whole. This however is only to

be expected in an area with twice the national rate of unemployment,
and an expenditure on Family Income Supplement per head which is
eight times greater than that in South-east England.

The per capita figure also includes a higher spending on law and
order which is a direct reflection of the continuation of violence.

Citizens in Northern Ireland however have every right to expect the
Government to provide a level of security which guarantees as far

as possible, their lives, safety and property.

Furthermore, over the last few years, Northern Ireland has had to
pay for the implementation of UK national policy in a manner which




was not reflected in any other region of the United Kingdom.

The Meat Industry Employment Scheme and other related

schemes in the milk and intensive sectors of the agricultural
industry have meant diverting £50m per annum from other Northern
Ireland funds into these sectors with a view to protecting farm
incomes and employment both on and off the farm.

The 'per capita' figures for public expenditure must therefore be
adjusted to tak: account of a number of special considerations.
When these adjustments are made, it is guite clear that the people
of Northern Ireland received no more favourable considerations than

other regions, in spite of the fact that Northern Ireland is

officially recognised by the EEC, for example, as one of the most
deprived regions of Burope let alone the United Kingdom.

In its last Annual Report (published August 1979), the Northern
Ireland Economic Council examined the cuts announced by the

Government almost as soon as Government took office. In a unanimous
Report, the Council, which is composed of NIC/ICTU, CBI and
independent members, stated: 'On the public expenditure front,

£35m specific cuts in Northern Ireland amounted to 1.6% of planned
expenditure for 1979/80, compared with 2.4% reduction for the UK as

a whole". The Secretary and Ministers of State for Northern Ireland
haye made similar assessments in relation to those cuts and other
changes in planned or real expenditure. Unlike the Ministers,
however the Council go further in their assessment and came to the
conclusion that "The two figures are not strictly comparable because
the Northern Ireland programme covered a more limited range of services
than the total UK public expenditure figure. Given the greater
proportionate importance of public expenditure in Northem Ireland,
however, we would expect cuts of this relative magnitude to have a
broadly similar impacton economic activities within the two areas.
Moreover, Northern Ireland will have to bear its share of the proposed
£1bn savings produced by the strict application of cash limits in
1979/8 and this will have a greater adverse affect on econmomic activity

in the Province'.




The Council then went on to warn that these cuts were likely to

lead directly to increased unemployment during the next 12 months
(i.e. up to the present). The Council's arguments point to the
weakness of Government's argument in simply drawing comparisons
between percentage cuts and in the argument advanced by the Secretary
and Ministers of State in the Province that those cuts would not lead
to unemployment.  Previous Governments, Conservative and Labour, have
given a pledge that they will work progressively towards the equalisation
of living standards in Northern Ireland with the rest of the UK.

That can not possibly be achieved if Government pursues its current
policy in respect of public expenditure cuts. The choice therefore
for the Prime Minister is quite clear. The Prime Minister must
either publicly retract that declaration or must be-prepared to give
assurances that the Government will adopt policies which will allow

progress towards the equalisation of living standards. 5

Government has also claimed that its priority is to divert resources
from the public sector to the industrial sector. The 1980 White Paper
on Public Expenditure however projects for Northern Ireland a cut on

planned experditure in trade, industry and employment from £252m

(in the 1979 paper) to £190m, in spite of the fact that Northern
Ireland will require to generate very large numbers of new jobs to
tackle the current unemployment crisis, cater for a higher percentage
increase in the working population as compared with the remainder of
the UK, and to replace further jobs which will be inevitably lost in
industries such as textiles, electrical consumer goods, shipbuilding

and agriculture.

Whilst the main thrust of this submission is to express our concern
about unemployment, we cannot ignore the other aspects of the

social fabric of life in the Province. It has long been recognised
that Northern Ircland has the worst housing situation in Britain and
amongst the worst in Western Europe. In spite of this, in the period
from 1979/80 to 1983/84, Government has projected a reduction in
housing expenditure in the Province from £205m to £180m. As a
direct result of cuts in its budget, the Northern Ireland Housing
Executive has, in recent days, announced cuts in some of its house




building programne and also major changes in its repairs and
maintenance programmes. Under the scheme, tenants could have to
wait up to four days for emergency repairs, and the Housing Executive
is experimenting with self-help repair schemes over which the
Executive's control of expenditure would be reduced as compared with

direct labour repair schemes.

The Northern Ireland Housing Executive, once described by a Government
Minister as the largest slum landlord in Western Europe, has had its
assessment of its needs which it submitted to the Department for the
current financial year, slashed by £17m. Cuts of this magnitude
cannot be effected without further rapid deterioration of the already
appalling housing conditions which have been repeatedly documented in

official reports.

Health and Social Services are similarly suffering and the Area Boards

have warned Government that the cuts, together with the freeze announced
by Mr. Atkins in July, are leading directly to a deterioration in
services, and the non-replacement of decayed and dilapidated buildings
which should not form part of the facilities of a modern health service.

In education, approximately 20,000 children from low income families
will be denied free scliool meals from this September and this will
affect 6/7000 low income families whose total income is only marginally
above that of Supplementary Benefits level.

To use one of the Government's own oft-repeated phrases, school meals
have "priced themselves out of the market" and the Southern Education
Board has declared 90 of its school meals staff redundant because of
the fall off in demand, following the recent price increases.

At the start of July, the Secretary of State announced a freeze on

new expenditure by public authorities or departments wherever possible.
No other region in the UK has been treated in this manner. Ithis
deplorable that bodies such as health and education boards should have
their expenditure plans, which were agreed by Government as recently as
last March, suddenly halted and all of their budgets reassessed.




The Secretary and Ministers of State have indicated that the
purpose is to find about £100m in these budgets for transfer to
industrial programmes. We wish to remind the Prime Minister that,
for a number of years, Northern Ireland departments underspent very
substantial sums of the budget which had been agreed with the
Central Exchequer, and millions of pounds allocated from the UK
Exchequer werenot therefore transferred to Northern Ireland.

Amongst the largest of the short-falls was expenditure on trade,
industry and employment, because of the dearth of new industrial
development projects coming forward for grant-aid. If, therefore,
£100m is required, as the Minister sought to imply for nev industrial
development projects, then that money should be made available from

Central Exchequer funds in lieu of the previous underspending in the

Northern Ireland budget for that same purpose. We suspect however
that some of that money is required not for the maintenance or
expansion of industrial projects but for payments of redundancy
payments and unemployment benefits. Redundancies in Northern Ireland
for the past three years have averaged approximately 8,800 per annum.
In the first six months of this year alone, 6336 redundancies have
taken place, according to Department of Manpower figures. In the
last three months there has been a steady increase from 963 to 1102

to 1698. Tn addition, the first week in July saw the announcement
of the pending closure of Grundig, with 1000 redundancies and a
steady stream of daily announcements, many of them affective immediately
after the July holidays. Annualised, the rate of redundancies this
year will be little short of 12,000

The NIC/ICTU therefore requests that the Prime Minister order the
Secretary of State for Northern Ireland to 1lift the freeze impo sed

at the beginning of July. We would claim that the Treasury should
make an additional payment to Northern Ireland funds to cover any
needs which may have suddenly arisen from either increased industrial
investments or increased unemployment, and for which it was impossible
to make forward provision. The resources allocated for public
expenditure in Northern Ireland are already inadequate and we cannot
afford the exercise of Irobbing Peter to pay Paul! from within the
existing Northern Ireland budgets.
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We are therefore opposed to the current freeze on the basis that
Northern Ireland has been unfairly treated and in any event cannot
afford it.

Furthermore, the Northern Ireland Committee strongly contends that
as a matter of principle, public expenditure programmes should be
designed and resourced to meet the needs of the Province and its

people.

The Government itself pays lip service to these same principles

and in both of the recent Discussion Documents on the Government of
Northern Ireland the Secretary of State has stated: "Public expenditure
in Northern Ireland will continue as at present, to be assessed on

the basis of need and to be financed with support as necessary from

the United Kingdom Exchequer". The Need Assessment Study. published

by the Treasury in December of last year showed clearly that the needs
of Northern Ireland are considerably greater than in other regions of

the United Kingdom.

It is blatantly obvious that the public expenditure resources allocated
to Northern Ireland are hopelessly inadequate when one considers the
needs and problems of the Province. Cuts and freezes in public

expenditure serve only to cause further depriviation in the Province

and therefore increase its needs.

Since its expenditure policies in Northern Ireland have been in direct
conflict with this principle, the Committee requests that the Prime
Minister publish a detailed statement setting out the ways in which
Government intends to honour the principle which it has itself enunciated

not once, but twice, in the recent Discussion Documents.




SELECTIVE IMPORT CONTROLS

Government's refusal to introduce selective import controls in

a number of industries is causing massive redundancies at a rate
which even the industries themselves did not expect. In some
cases, the Government's refusal has hinged on EEC responsibilities,
and yet the Government seems to disregard tne actions of other

EEC countries.

The situation affects many industries but we would like to illustrate
some of those which give us direct grounds for concern.

Unemployment in the clothing, textile and footwear industries has
increased by over 2000 since last year, and at least another 2000

are currently operating under the Temporary Short-Time Working
Compensation Scheme. In some cases, the imports which are displacing
Northern Ireland products, come from Third World countries, such as
Thailand and Taiwan. Import controls against these countries would
be unlikely to cause the major international trade war which Government
often advances as a reason for not introducing import controls. The
multi-fibre arrangement of the EEC which held out some hope for
controlling the situation, is proving increasingly ineffective in a

number of ways.

For example, one American company is shutting its Northern Ireland
subsidiary because of cheap American imports into the EEC, and in

particular, into the United Kingdom. In other cases, EEC countries
have sub-contracted garment making to low-cost countries, have brought
back the finished article and afixed their own label, and then re-
exported the goods to other Common Market countries, including the UK —
a process known as outward processing. The present multi-fibre
arrangement is inadequate to deal with unfair competition from American
imports, which benefit from the hidden subsidy on energy costs and the
effects of the strength of sterling as against the US Dollar. Nor can
the M.F.A. withstand the Outward Processing described above, which is
a flagrant breach of the spirit of the Multi-Fibre Arrangement. The
UK Government' has not sought to initiate action against other EEC
countries which are guilty of this practice.
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Northern Ireland is also suffering a recession in its electrical goods
manufacturing, with for example the forthcoming closure of Grundig
and Olympia, and large-scale redundancies at Coblin. Again, the
restriction on imports into the EEC as a whole could safeguard the
1000 jobs at Grundig, without any adverse effect on any other EEC
country, since these products are not made anywhere else within
the Common Market. Looked at in EEC terms, the EEC as a whole,

and not just Northern Ireland, will lose 1000 jobs and will have

to import products to substitute for those currently made within

BEC itself.

The Government cannot be unaware that the French and Italian Governments
in particular have imposed bans on imports of certain electrical goods,
such as television sets, even from other member-countries of the EEC.

Yet the Government shows a marked reluctance to take any .effeccive action
at ERC level to protect our industry.

Northern Ireland's industry includes a substantial element of industries
Jocated in the Province in the 1960's and 70's. In many cases, the
plants established here were nothing more than ‘'satellite! manufacturing
units which tend to be amongst the first victims of any recession.
Included in that wave of investment was a number of major multi-national
fibre companies. Even these newer industries, including man-made
fibres which has been highly capitalised from the very beginning, are
themselves facing serious problems, again due largely to competition
from the USA and Third World countries.

We realise that it is a fundamental belief of every Conservative
Covernment that companies should face competition. Even a Conservative
Government however has a moral responsibility to protect its industry

against unfair competition.

The NIC/ICTU is fully avare that trade unionists, and indeed employers,

in many parts of the United Kingdom are saying the same thing about

the industries within their own areas. Northern Ireland however
suffers more than any other region from having a narrower industrial
base, still heavily dependent on declining industries such as textiles,
shipbuilding and agriculture and with many of its post-war investments
having little firm root in the Province, and now uprooting in the face

of the cold winds of recession.




Ik o

Government must therefore, as a matter of urgency, give consideration
to selective import controls in the clothing, textile and footwear
industries, and should be prepared to adopt the same measures as

other member-States in the EEC to protect industries such as electrical
goods and shipbuilding. Northern Ireland cannot afford to wait until

the EEC is next due to renogotiate the Multi-Fibre Arrangement and we
would urge the Prime Minister to give a commitment that the Government
will take a lead in seeking renegotiation as one of its priorities in

the European context.




EEC_FUNDS

On a recent visit to Northern Ireland, Commissioner Antonio Giolitti
confirmed that Northern Ireland is viewed by the European Commission
as one of the four least developed regions within the EEC.  As such,
Northern Ireland is entitled to receive priority in the allocation of
EEC funds. Accordingly the Commissioner announced the allocation of
£23n to a number of Northern Ireland projects from the Buropean Social
Fund and the Buropean Regional Development Fund. These funds are
being made available on the understanding that Government will match
the funds with an additional £23m. If, however, Government continues
its previous practice, the Government will not, in fact, invest any
additional money in the projects, but ..l instead allocate £23m of
expenditure to which it is already committed. It would therefore
appear that the Common Market is more ready to recognise the special
needs of Northern Ireland, and the need for additional funds to help
the region overcome its ecomomic problems, than the Government at

Westminster.

The very least that Northem Ireland is entitled to expect is that
the UK Government should recognise the special needs of the Province
to the same extent as it has persuaded the other eight member-Governments

ie, that Northern Ireland is a depressed region which needs special and

additional resources allocated to it if it is to overcome its economic
problems. The Northern Ireland Committee and the Executive Council

of ICTU have, on a number of occasions, been involyed in making
representations to Governments North and South, on the need for cross—
border co—operation and have consistently argued through organisations
such as the Buropean Economic and Social Committee that the EEC must
support cross-border projects. Projects of this nature help some of
the areas worst-hit by unemployment. There are indications that the
EBC would be prepared to make available further funds for these types
of projects if the UK Government was prepared to make additional funds
available rather than simply displace its own expenditure in Northern
Ireland.
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A further opportunity for the Government to do so arises from
the renegotiations of the UK's contribution to the EEC budget.
In some cases, the Covernment will save money which it would
have been required to transfer to the Common Market, whilst in
others, direct rebates will be made available. We wish to know
from the Prime Minister:

1. whether or not she will ensure that additional UK Funds
are provided to Northern Ireland to match the £23m recently
announced;
the extent to which Northern Treland will benefit from the
renegotiations on the EEC budget. This includes details
of the projects in which funds woi | be spent and whether
or not any additional UK funds would be made available to

such projects.

Some resources have suggested that a £10 per week subsidy would be

available from EEC funds under the Youth Recruitment Premium.

Again, the premium would require additional EEC funds and the

Northern Ireland Committee urges the Prime Minister to immediately
investigate the possibility of introducing a scheme of youth recruitment
under this premium as a way of providing real job opportunities for the

unemployed young people.

Our concern over EEC matters is however not solely related to the
additionality of its funds. We are also seriously concerned at the
threats to jobs in the agricultural sector arising from the refusal

of the EEC to extend to Northern Ireland the scheme under which the
Italian agricultural sector receives assistance towards the cost of
feed prices for the intensive live-stock sector of pigs and poultry,
and the EEC insistence that the Northern Ireland feed prices allowances
be phased out.




ENERGY PROBLEMS

Over one year ago, the Northern Ireland Economic Council submitted to
Government a report on a number of aspects of energy. IR
disappointing that, to date, there has not been a concerted and
thorough review by Government of the total energy situation in the

Province, and its inter-relationship with the rest of the UK and/or

the Republic of Ireland.

The Committee's principal immediate concerns are in the field of
electricity and gas. In respect of electricity, the Minister of
of State has recently announced a moratorium on further work on the
construction of Phases 3 and 4 at Kilroot Power Station, allegedly
on the grounds that a decision must be made on whether or not phases
3 and 4 should be converted to dual firing by coal and oil.

The Northern Ireland Committee would support the re—designing of
Phases 3 and 4 so that they could be fired by either fuel. This
would assist the overall UK economy in reducing imported oil and
would reduce the dependence of Northern Ireland on oil for electricity
generation. The Northern Ireland Cormittee understands the costs
involved would be considerable and takes the view that since such a
measure would be in line with total UK energy policy and would assist
the whole of the UK economy, that conversion project should be paid
for from UK funds. If such a burden were placed on the Northern
Ireland Electricity Service, the increased price of electricity to
finance such a project would cause untold hardship to many domestic
consumers and would force redundancies in existing industries and act
as an insurmountable barrier to potential inward investment.

The Northern Ireland Committee however is not convinced that a decision
on the fuel mix is the sole reason for the decision to halt further
work at Kilroot. We believe that the responsible authorities,
including Government, privately accept that there will be no growth

in demand for electricity, particularly from the industrial sector

for a number of years ahead.
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We wish to have an assurance from the Prime Minister that the
halting of work in Kilroot Phases 3 and 4 is nothing more than
temporary and is not based on an assessment by either Government
or the Northern Ireland Electricity Service that Northern Ireland's
industry will remain in the depths of recession for the next four

or five years.

In parallel with its consideration of the fuel mix for Kilroot, both
the Government and Northern Ireland Electricity Service should
immediately make contact with their counterparts in the Republic of
Ireland, particularly in view of the statement by a Minister in the
Republic that they would be prepared to consider partly financing
the construction of Kilroot Phases 3 and 4, on a joint consortium
basis, as a way of assisting them to meet their electricity demand
which is expected to outstrip supply during the 1980's.

In relation to gas, the Northern Ireland Committee has consistently
argued that the Statement by the Minister in July 1979 was based on
a totally inadequate assessment of the various options open.

Qur concern is not only with the 1400 jobs involved but also that the
fuel choice both for domestic and industrial consumers in Northern
Ireland, is being narrowed. People in Northern Ireland resent the
fact that Government is effectively denying them access to an asset
for the whole of the UK, namely natural gas. The Minister's views
have been the subject of very serious criticism by both the Economic
Council and the Gas Employers' Board who recently commissioned and
published a consultants! Report on the Viability of a Gas Pipeline.
Studied and constructive criticisms deserve a proper and reasoned
response from Government. To date, none has been forthcoming. The
refusal of Government to change its view on this issue becomes
increasingly difficult to understand. The Minister recently stated

that the capital cost associated with closure was £78m, while the
cost of a pipeline would be £120m for which 40% EEC grant would be
available.
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The Northern Ireland Committee does not accept that the total

cost of closure wuld be as low as £78m, since there are a number

of revenue costs which would appear to be excluded from the Minister's
calculations. In any event, even if one were to accept the Minister's
figures, as representing the total cost of closure as £78m, it is now
clear that it would be £6m cheaper, according to the Minister's
figures, to construct the pipeline than it would to close the industry.
In these days when Government is allegedly interested in the most
effective use of public expenditure, it is surely absurd to spend

more money in limiting people's choice of fuel, and creating 1400
redundancies, than in spending less to revitalise an industry.

As with electricity, the authorities in the Republic of Ireland have
expressed an interest in the possibility of an all-Ireland gas grid
based on a pipeline from the Kinsale gas field to Cork, Dublin and
Belfast and linked also to Britain. Again, the Mi.nister‘responsihle
and the gas authorities should be directed by the Prime Minister to
initiate discussions with their counterparts in the Republic to further

investigate these possibilities.

In relation to both electricity and gas, the Northern Ireland Committee
wishes to point out that Northern Ireland is treated most unfairly in

comparison with Scotland and Wales, since neither of those regions

are expected to pay the full cost of providing either gas or electricity,
but are in fact assisted by transfers within the nationalised industries!'
accounts. Yet all energy calculations for Northern Ireland are based
on the assumption that the energy industries in Northern Ireland must

stand on their own feet.

The Northern Ireland Committee therefore calls for Government to review
the financial structures for both of these industries with a view to
ensuring that Northern Ireland shall not be treated less favourably

in this crucial area of energy than Scotland and Wales.
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CONCIUSTON

The NIC/ICTU will have the opportunity to raise briefly some of
the issues contained in this Submission. We realise, however,
that it will not be possible to discuss all of the points in
detail, and to receive detailed replies during the course of one

meeting.

We look forward, therefore, to receiving from the Prime Minister
a detailed reply to the Submission.

THE NORTHERN IRELAND COMMITTEE

IRISH CONGRESS OF TRADE UNIONS




CUNFIDENTIAL

From: Tue Private SecRETARY

NORTHERN IRELAND OFFICE
GREAT GEORGE STREET,
LONDON SWIP 3AJ

4 August 1980

T P Lankester Esq
Priv%{.]e gggretﬁ.r_-y_tg
e Prime Minister
10 Downing Street foadug ¢ Nikes en Rexasss

g%ldon - w\\m e d te v-‘h\,..

Deou Lowlaster

MEETING WITH NORTHERN IRELAND COMMITTEE OF IRISH CONGRESS OF TRADE
UNIONS AUGUST 6 at 10.00 AM

I enclose a brief for the Prime Minister's use at this meeting, which
takes account of NIC/ICTU wish to discuss:-

(2) the general economic situation with particular reference
to the size and scope of the unemployment problem in
Northern Ireland

(b) Selective import controls
(c) NI public expenditure needs
(d) EC Additionality

(e) Energy

Briefs are attached on these goints, plus a general note on NIC/ICTU
and notes on the members of the deputation.* The brief at (c) is
written on the assumption that the allocation of £35m from the
Contingency Reserve to Northern Ireland is agreed, as proposed in the
Chief Secretary's letter of 29 July to the Prime Minister and other
members of the Cabinet. Separate arrangements are in hand for clearing

the draft written reply for use on 6 August on public expenditure in
Northern Ireland.

It has_unfortunately not been possible for the Secretaxj¥ of State, who
is in Belfast today, to see this briefing material in its finishe
form, It may therefore be necessary to notify you of ary amendments
which he may” suggest by telephone tomorrow morning.

* Not to all
=
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CONFIDENTIAL

The Secretary of State will attend the PM's meeting as requested. I
am also sendl cogies of this letter to John Ta{lor at the Department
of %xpployment or the use of Lord Gowrie who will also be attending the
meeting.

Al
Gease é)wm

G D FERGUSSON
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25 July 1980

I am writing to confirm that the meeting
with the Irish Congress of Trade Unions will
take place at 10 a.m. on Wednesday, 6 August
at 10 Downing Street. I have confirmed this
with Mr. Carlin on the telephone this morning.
The Secretary of State for Employment has
to attend a meeting of the NEDC so the
Department of Employment will be represented
by Lord Cowrie. We will require a full brief
to reach us by close of play on Monday 4 August,
together with a list of people who will be
attending.

CAROLINE STEPHENS

¥.W. Hopkins, Esq.,
Northern Ireland Office.




PRIME MINISTER

Meeting with the Irish Congress of Trade Unions

It appears that they would now prefer
the date that you originally suggested, i.e.
Wednesday 6 August. Mr. Atkins can manage
this but Mr. Prior will be at a NEDC meeting.

Would you be happy to have the Earl of Gowrie

ax

instead?

viE

24 July 1980




.PRIME MINISTER

Meeting with the Irish Congress of Trade Unions

Wednesday, 6 August does not really
suit them, though obviously we can tell
them to come then if necessary. Apparently
they are all due to be in London on Thursday
31 July for a meeting and could manage
1600 hours as could the Secretary of State
for Northern Ireland and the Secretary of
State for Employment. This is the day after
the Censure Debate and your diary is free
for that afternoonf Agree to see them then?
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PRIME MINISTER

Meeting with the Irish Congress of Trade Unions

You asked to see your diary before
making a decision as to whether or not to
see the above. 1 attach the diary between
now and when the House rises. The Lare§r£‘~k7
week is the week beginning Monday, 4
August.

Shall I arrange?

eo\’-LA. Alweres = %\/\“"
Q’W@K e ] ‘Q/&\’b
<= o ke G<

21 July 1980




PRIME MINISTER

The Northern Ireland Committee of the
Irish Congress of Trade Unions has been
pressing for a discussion with you.

Humphrey Atkins has not previously pressed
you to accept, but the Congress has now
telegraphed you direct, and Mr. Atkins feels,
on balance, that there are advantages in your
seeing the Committee - see his letter below.

Are you prepared to meet a deputation
from the Committee?

\J\»*/Vm&'//
cf'\pz‘}

18 July 1980




From: THE PRIVATE SECRETARY

NORTHERN IRELAND OFFICE

CO N‘HDENT[A‘L— GREAT GEORGE STREET,

LONDON SWIP 3AJ

|7 July 1980

Michael Pattison Esq
10 Downing Street PS
London SW1 lfj

Doy Jdian

You sent me on 27 June a copy of a telegram which the Prime
Minister had received from Terry Carlin of the Northern Ireland
Committee of the Irish Congress of Trades Unions, seeking a
meeting on the unemployment situation in the Province. You
indicated that the Prime Minister would not wish to offer a
meeting and asked that we should reply on her behalf.

My Secretary of State has considered this matter with some care,
and would like to suggest that e Prime Minister should perhaps
after all consider whether she could not manage to fit in a
meeting, even though re might be 1little comfort which she
could offer. The sad truth is that the short-term effects of
the Government's current economic policies, which are being
applied as sternly in Northern Ireland as elsewhere, hit hard

in a province which suffers from such longer-term disadvantages
as heavy dependence on declining industries, an absence of any
indigenous source of energy, and geographical remoteness. This
produced in June an unemployment rate of 12.7% (compared with

a GB equivalent of 6.7%, and a highest GB regional rate of 9.3%);
and there is worse to come + Grundig have recently announced a
factory closure in the autumn which will cost a further 1,000
Jjobs.

A1l of this produces strong local feelings and my Secretary of
State considers that if it is at all possible the Prime Minister
should at least find a little time to listen to the worries of
the trade unionists. A complete refusal would cause a degree of
resentment out of all proportion to its true significance, not
only because of the human implications of the current Northern
Ireland economic scene, which are serious enough, but because

it would feed a sense of the remoteness of direct rmle. Time
invested in fostering the understanding that the Westminster
government does in fact care could be time well-spent.

Mr Atkins therefore hopes that the Prime Minister will feel
able to agree to Mr Carlin's request.

lkmshm%l
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CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000
8th July 1980

T. Lankester Esq.

No. 10 Downing Street
LONDON

SW1

MEETING WITH LEN MURRAY: TUESDAY 1 JULY

You will have seen a copy of my record of the Chancellor's
meeting with the Secretary of State for Employment and
Len Murray, I showed this record to the Chancellor, who
felt that although it faithfully recorded the conversation
he was afraid it did not fully convey the essentially
constructive flavour of the occasion.

I am copying this letter to the recipients of my original
note.

wt/,

mn

M.A. HALL
Private Secretary

CONFIDENTIAL
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PRIME BN IsTER
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CALL BY THE SECRETARY GENERAL OF THE TRADES UNION"CONGRESS ON THE
CHANCELLOR OF THE EXCHEQUER AT 11 DOWNING STREET: 5.45 P.M. ON

':'JS
4h

Chancellor of the Exchequer /\’\(
Secretary of State for Employment

The Rt. Hon. Lionel Murray, OBE
Mr. M.A. Hall

TUESDAY, 1 JULY 1980

Present:

The idea of a meeting between the Chancellor, the Secretary of
State for Employment and Mr. Murray had arisen a few weeks earlier
during a meeting between the Secretary of State and Mr. Murray.

There were no specific subjects on the agenda.

NEDC on 2 July

2l The Chancellor said he had put in a paper for NEDC on the
effects of North Sea oil on the non-oil manufacturing sector of
the economy. The Secretary of State for Energy had also written

a paper on oil pricing policy; Wednesday's agenda was already
crowded, and he intended to circulate this later. Mr. Murray

said that he did not expect that discussion of public purchasing
would take long. A debate was certainly needed, but it should
take place discreetly. The best results in this area were achieved
by stealth. He would himself, at Tony Christopher's request,
voice the TUC's concern about the placingof contracts for the
forthcoming computerisation of PAYE. The Chancellor said he also
had discussed this with Tony Christopher. Orders of some

£150 million were at stake, and there was nothing he would like
better than that British equipment should be purchased; but the
most important consideration was that the equipment should work.
Mr. Murray said he was concerned alsc about the redundancies implied
by computerisation.

CONFIDENTIAL
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Widening the debate
3. The Secretary of State for Employment said that he would

like to discuss the worries the TUC had voiced publicly about
lack of consultation by the Government. He thought NEDC was a

valuable forum, and individual trade union leaders saw particular
Ministers on an ad hoc basis. Mr. Murray said that things were
"not going too badly". Against the present economic scenario

it was very difficult for the TUC to engage in formal discussion
with the Government; how could the Government even convince

his colleagues that they were listening? He knew that his
colleagues saw individual Ministers, and encouraged them to do
s0. But more wide ranging and semi-structured discussion was
much more of a problem.

' The Chancellor said that the effects of the sharp increase
in o0il prices were depressing economic performance and expectations
throughout the world. Because of its relatively high level of
inflation and low productivity growth the UK was starting from
a worse position. But even countries which appeared to be
rapidly growing - he had that day seen the Governor of the
Malaysian Central Bank and the Deputy Premier of South Korea -
were now feeling the pinch imposed by contraction of the world

economy. He was especially worried about our relatively high
“ unit labour costs. How could we continue to pay ourselves
10 per cent more than the rest of the world did? The Government
and the trades unions had a joint interest in bringing down
unemployment and interest rates; but the high level of interest
rates was due to excessive Government borrowing in the market.
He saw value in widening discussion based on this broad analysis,
on which there could be little scope for disagreement. Mr. Murray
said he nevertheless strongly disagreed. There was a fundamental
difference between him and the Chancellor on analysis; analysis
and objectives should not be confused. He saw the problems of
the balance of payments, unemployment, inflation, the exchange
rate, the effects of North Sea o0il etec. as of equal
importance. Inflation and pay should not be singled out

=2
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for special treatment. Trade union leaders were all on the
defensive (he mentioned specifically Mr. Weighell in this
context) and believed the Government was picking out pay and
inflation out of hostility towards the trades unions. How was
the Government going to dispel this deeply-rooted feeling?
The Chancellor thought this was by no means a fundamental
difference; our poor current balance of payments position was
due to the worsening of our trade .performance. Competitiveness
was at least as much a matter of unit labour costs as of the
exchange rate. There was an undeniable relationship between
péy, output and jobs. Mr. Murray said that whatever the facts
of the matter pay and prices would continue to be closely linked
in the minds of trade unionists. The Government however thought
that it could break their nerve through the rising tide of
unemployment. The Chancellor said that in the public sector, many
settlements were below the rate of inflation. The Government was
attempting to lead the level of pay down. Mr. Murray said that
this Government was under the same illusion as had been
Mr. Callaghan's. The pay/price link was firmly embedded in
the trade union mind, not least in the public sector. The
Government must stop giving the impression that it was gunning
for the trade unions. It would however be a great help when the
RPI ifself began to fall. The Chancellor said this would soon

: happen; but even after the sharp step fall which would
refct the 1979 VAT increase dropping out of the RPI, the
index would still be higher than an economically acceptable
level of pay settlements. He agreed with Mr. Murray that it
was difficult to discuss these things with the trade unions.
But they were legitimate topics of mutual interest which needed
to be opened up.

Lo Mr. Murray repeated that "the irrationalities force their
way through". The Government's cuts in the planned expenditure
of the MSC, for example, had been highly inflammatory to the
trades unions. The Secretary of State for Employment reminded
Mr. Murray that the MSC was in fact planning to spend £50 million
more this year than last. Nearly all the cuts were in fact of

S
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projected increases in spending. Against a rising tide of
unemployment, the Government's objective was to help the
unemployed without excessive public expenditure. The Chancellor
said ‘the Government wanted to reduce the overall level of public
expenditure without damaging "good" public expenditure programmes.
Large sums. could, for instance, be saved on housing subsidies,

on both the tax relief and public expenditure sides; but the
effect of doing this would be to push up the RPI, which brought
the argument round again to Mr. Murray's link between pay and prices.
How could the obsession with the RPI be broken? The Secretary
of State for Employment said that the specific cause for worry

at the moment was the combination of high interest rates and a
high exchange rate. Here surely there were no differences between
theIGovernment and the TUC? Mr. Murray commented that here the
Government had more of a problem than he did. The Chancellor

said it would probably be possible to bring interest rates down

in due course; and this may affect the exchange rate, though

it was unlikely to have a dramatic effect.

& A1l in all, the Chancellor said it looked as though the
NEDC was the best place to carry on the broad economic dialogue.
There was no obvious semi-formal alternative, and to try to
move too fast too soon could well be counter-productive. This
~weuld certainly not be the right time to canvass the idea of
an "economic forum". Mr. Prior said he was attracted by the
German system of concerted action. Mr. Murray said there was
now much disillusion with concerted action in Germany, and
commended to Ministers a book by Mr. D. Winchester.

\
s The Secretary of State said that there should be more public

discussion of the general economic situation and the social
problems of high unemployment. Mr. Murray commented that crises
produce the best results; but that this was not a crisis,

simply a steadily deteriorating situation.
—

Bl Reverting to the following day's discussion in NEDC ,

the Chancellor said he would like fo identify subjects for

-y -
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discussion in August following on from his paper on the economic
effects of North Sea oil. Mr. Murray said there was a good deal

of agreement in NEDC, particularly on supply side matters.

Specific issues - e.g. public purchasing, response to technological
change, had to be used as building blocks to improve the overall
climate for broadening the discussion. The Chancellor wondered

if Mr. Murray saw further scope in the NEDC initiative to improve
communication at plant level. Mr. Murrax commented that this was

a long process; and the real problem was action not communications -
a word he preferred to avoid. The Secretary of State said there
was an undeniable ignorance of basic economic facts on the
shopfloor. Mr. Murray said that there was simply a different
perception cf those facts The message must be put across in

terms they could understand. "Curious inertias" persisted.

9. Reverting again to possible modalities of expanding contact
between Government and trade unions the Chancellor said that

one merit of the NEDC was that it took place to a regular
schedule. If on the other hand the TUC were to come and see
him to discuss e.g. public expenditure, this was likely to be

a sterile setpiece discussion. Mr. Murray agreed. The Secretary
of State said that the Government had now been in office for
more than a year, and - although he reluctantly agreed - both
they and the TUC were still saying the time was not ripe for
more formal contact:. Mr. Murray said that there may well be
small measures the Government might take, which were not offensive
to their philosophy, but could "produce bits of mood" to
influence the climate. "Little EEEE_;E;;_EQEEE?T_—Et was
necessary to look all the time for middle ground. The Secretary
of Sfate said the RPI would fall sharply in August. It was
important to use this to influence the climate in bringing wage
settlements down. Mr. Murray said that all roads led to
unemployment, which would dominate this year's Congress. There
were '"ridiculous" pressures that the TUC should organise the
unemployed. He was worried that unemployment would reach such

a serious level as to trigger off

=Gl
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flashpoints which would give extremists in the trade union
movement scope for manoeuvre. The Chancellor commented that

he had observed this happening in other countries; the Government
must try to contain the social pressures caused by unemployment.
The problem was that national living standards were falling, and
were borne disproportionately by the unemployed. One of

Mr. Callaghan's mistakes had been to represent the fall of

wage levels below the cost of living as a temporary sacrifice
which would be later reversed. The real message was that it

was indeed a sacrifice, but that there could be no promise that
real wages would in fact again resume their increase. It was

in everyone's interests that this unpalatable message be widely
understood. Mr. Murray said he fundamentally disagreed. It was
not necessary to cut GDP as much as it had fallen in this
recession, nor was it necessary for unemployment to rise by

as much or for inflation to be squeezed out with such vigour.

It was not necessary for trade unions to be picked out;
antagonism to the trade union movement was the common thread
running through the whole of the Government's approach. This

was not just a "persecution complex"; it was undeniable.

The Chancellor insisted that the argument the Government was
putting forward on pay was not simply a stick with which to beat
_the trade unions. The Secretary of State acknowledged that there
‘was a natural and traditional tendency for Conservative Governments

to blame trade unions for the country's problems and for trade

unions to blame Conservative Governments. Mr. Murray said that whether|
or not these attitudes were real, what mattered was that they

were seen to exist.

10. The Chancellor said he suspected that he and Mr. Murray
were closer intellectually on the causes of inflation and the
need to control it than it seemed at first sight; he wished
there was more time to press the argument further. Summing up
his views, Mr. Murray said that there was probably not a great
deal of room at the moment for significant widening of the
dialogue between Government and trade unions, but their common
=6l =
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aim should always be to widen the middle ground. "Little

-fish were a help"; the TUC and the Government should try to
take forward their thinking on small measures which might be
taken to improve the atmosphere. He felt that discussion in
NEDC was moving forward in helpful ways. He commended the
work of the Secretariat, which insisted on picking up loose ends
and forcing them back to the Council for further discussion.

He thought it might be a good idea if someone, e.g. John Elliot,
could be persuaded to write a book or monograph about the NEDC,
presenting its work in an interesting way to the outside world.
Close attention should be given to the timing of such an
initiative. He referred to a book by Hugh Stephenson as a
possible model.

11. The Chancellor thought this was a promising idea. The
work of NEDC was very little noticed outside the immediate circle
of interested parties. But this was not without advantage
in conducting useful business. The Secretary of State for

Employment said that important meetings of the Cabinet were
scheduled on economic matters. He thought he and the Chancellor

should now reflect on this discussion with Mr. Murray and see
how the situation looked "in a little while".
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LIST OF GUESTS ATTENDING THE DINNER TO BE GIVEN BY THE PRIME MINISTER
ON MONDAY, 30 JUNE 1980 AT 7.45 PM FOR 8.00 PM INFORMALE -

The Prime Minister

The Rt. Hon. Sir Geoffrey Howe, MP

The Rt. Hon. James Prior, MP

Mr. John Chalmers General éecretary, Amalgamated Society
of Boilermakers, Shipwrights, Blacksmi ths

and Structural Workers

Tom Jenkins General Secretary, Transport, Salaried
Staffs Association

Gavin Laird Member, Executive Council, Amalgamated
Union of Engineering Workers

R.J. Ramsey Fords

. Tom Cain Board member if charge of industrial
relations at Shell

Oscar de Ville Executive Vice Chairman of BICC

Tim Lankester
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DRAFT SEATING PLAN FORIINNER ON MONDAY, 30 JUNE 1980 -

Mr. Tom Cain Mr. Tim Lankester

Mr. Gavin Laird Mr. Tom Jenkins

|
|

PRIME MINISTER The Rt. Hon. Sir Geoffrey Howe
|

Mr. John Chalmers Mr. R.J. Ramsey

The Rt. Hon. James Prior Mr. Oscar de Ville

ENTRANCE




DINNER AT No.10, MONDAY 30 JUNE 1980
The attached note gives brief sketches of the guests.

2 The idea of this dinner originated from Ministerial discussion
on the general state of Government-TUC relations (Tim Lankester's
—e

letter of 3 June), from which two main considerations emerged:

(a) on the one hand, the need to avoid structured

talks with the TUC (other than in NEDC) which would give

e

the TUC false authority and a negotiating platform;

(b) on the other hand, the need to develop personal
—_

relations with influential trade unionists wherever

possible.

S
3 The occasion therefore is primarily social. Not one for intro-
ducing topics for discussion - particularly of a potentially adversary
kind - in any formal way. DMost of the guests are acquainted with
each other, and informal conversation should flow freely once it

gets going.

4 Conversation could be steered towards a couple of broad themes
of common interest to these industrial relations "practitioners"

which offer the prospect of constructive and forward-looking

discussion.

—_—

5, One is the general theme of management/employee communications
— —
and employee-involvement at the workplace. Some of those present

would be found very ready to develop discussion on the relevance

of these issues to improved industrial relations and economic

performance.




6 Another, which might follow on naturally, is the general
question of productivity - the poor performance of much of British

industry in comparison with overseas competitors - the need for a

common approach to the problem - experience - suggestions.

7 More generally, the Prime Minister will no doubt wish to
divert discussion from what Government should or should not be

doing to what managements and unions can contribute.




JOHN CHALMERS, CBE. General Secreta: Amalgamated Socie
Boilermakers.

Aged 65. Approaching retirement and something of an elder statesman
in the shipbuilding world. Member of the TUC General Council since
1977. Unpolished, by no means an intellectual, but shrewd and
experienced. Well-regarded for his work as a member of the Board
of British Shipbuilders during this critically difficult period for
the industry. A quiet but unmistakable Scot.

TOM JENKINS. General Secretary, ’l‘ransgort Salaried Staffs Association .
Aged 60. Elder brother of Clive, but quite unlike. Moderate leader

of a moderate union. Pleasant and courteous disposition. A member

of two Indusj}‘ial Training Boards. Keenly interested in the future

of the railways.

—_—

GAVIN LAIRD. AUEW(E), Executive Council Member for Scotland.

Aged 47, still up and coming. Could eventually be a serious contender

for the leadership of the AUEW. Straightforward, out-going and able.
) — —_—

Became a member of the TUC General Council in 1979. On the board

of BNOC. Recently appointed to the Inquiry on index-linked pensions.

BOB _RAMSEY, CBE. Director, Industrial Relations, Ford UK Ltd(Board
ember) .

Aged 59. Very high reputation as a leading management expert in IR.
Pleasant, quiet manner with much underlying toughness. Shrewd and
practical. CBI Employment Policy Committee.

TOM CAIN. Director of Personnel, Shell UK Ltd (Board member).

A young-looking 50, appointed 18 months ago to the top IR post in
Shell UK Ltd. A North-Easterner (from Consett!) who joined Shell

as a chemistry graduate and spent most of his early career on the
operational side, much of it abroad. Serious, determined, with
firm views on industrial relations and economic performance. CBI
Employment Policy Committee.




OSCAR de VILLE, CBE. Executive Vice Chairman, BICC.

Aged 55. Has reached the top of a large group through a career
in personnel management and industrial relations. Combines
practical competence with a thoughtful, philosophical approach.
Member of the ACAS Council and of the CBI Council.
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Caxton House Tothill Street London SWIH 9NA

Telephone Direct Line 01-213..
Switchboard 01-213 3000

Tim Lankester Esq
Private Secretary
10 Downing Street
TONDON  SW1 ))J\me 1980

Bee B4,

I enclose some thoughts, together with brief notes
on the guests, which I hope will be helpful for the
dinner the Prime Minister is giving on 30 June. Do
let me know if you need anything more.

I am sending a copy of this letter to John Wiggins
(Treasury).

Jtﬂ (s
Rivkos By

RTBD
Private Secretary
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1 enclose a copy of a telegram to the
Prime Minister from the Irish Congress of

Trade Unions abuut a request for a meeting
with her on unemployment.

Unless you advise otherwise, I am sure
that the Prime Minister would not wish to
offer a meeting at this stage. Could you
please arrange for an appropriate reply to
be esent on the Prime Minister's behalf, with
a copy ®o us for our records.

Mike Hopkins, Esq.,
Northern Ireadnd Office.
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PRIME MINISTER

RELATIONS WITH TRADE UNION LEADERS

I have seen a copy of John Hoskyns' minute to you of

6th June. I agree with much of what he says in the early

part of his minute, but I must say that I am very doubtful
about his suggestion of a public initiative for talks with
the TUC on an agenda of our own choosing.

2% I am afraid that an initiative of this kind would tend

to build up the TUC when its national standing is declining,
and I think on the whole it is best that it should decline
further., It would make it look as if we were worried about
TUC hostility and anxious to buy them off in some way. If
the TUC said yes, the discussions would be difficult. Even
if they accepted an agenda limited to the points which John
suggests (which is a little difficult to imagine) they

would in practice try to expand the discussions into wider
subjects. If they said no, I am afraid it would look like
confrontation.

3. There is so much foolish talk about "U-turns" around
and so many journalists are waiting for signs of it that
they would surely pounce on this and interpret it in this
way, no matter what we might say about the agenda and about
our unwillingness to discuss the Government's economic
policy.

/A time may
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L. A time may come when it may be right to have talks with
the TUC on some of these matters. Even so, I am not persuaded
that John's is the right way - or that that time has yet

come.

/]
oe

(G.H.)
12. June 1980
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RELATIONS WITH TRADE UNION LEADERS

This minute records a few thoughts following our discussion last

Tuesday with Geoffrey and Jim.

The overriding objective for the Government, over thenext few months,

is to emsure that, if possible, trade union leaders do not jssde a
call to arms for mnsslve > pay claims for the next pay rouud or,
failing that, to Lnsuru that the membership ignores such a call Lo

arms.

Conincts with trade unicn leaders all part of this "Pay Round

I suggest that, to win that debate, we have to zehieve four

Display firmness on poliey. We must be categorical that there

will be no ﬂeukenlng of pollcy _on money. supply, pnqlic Sper
no qucsgiggigfwiht Lncomes pu}l y alternati fe have

~cowjnr'c everyone that'there is “U‘JitC:JuLI\C to the pre
route. That means not only explaining why, but also sticl
our necks out, not choosing our wor curcfuli}“;o avoid

£ iviﬁp hogtnré{ to lorlunk. If wc dxd fhu!, nu} whole pc

Would lack eredibility.

Maintain Government's authority. » should

trade union leaders on our agenda, which is
oblems. t make it absolu.ely clear that we are
"negotiating” with the TUC about items on their agenda.

Government policy is not negotiable.

(3) Assign 1 sibili The Government can and must do one
1"f1dl;0n. It is for employers and unions
'nal unemployment.

Create empathy. Government has te show that it understand

the concerns of bath trade union 1 ders nud/—

even more important - trade union ex
someone to change his mind if we don't first, listen to him to

show that we und tand his initial point of view. Ideally,




the public dekale then becomes more adult, less of an exercis
in politieally posturing. At the very worst, the public should
begin to see that the Government's position is mature, hone
responsible, even if trade union leaders are unable to respond.

We discussed the pros and cons of overt consultation with trade union

leaders on our agenda. At first sight, this looks risky, because it
might be interpreted as a weakening of the Government's position. Bul
we believe that it could be the reverse. By spelling out what is on
the agenda and, just as clearly, what is not on the agenda (eg changes

of Government polie adoption of TUC economic nostrums) we maintain

authority. By talking constructively about real problems in which
responsible union movement should be able to help, we create empathy
By inviting trade union leaders to work constructively to help their
own members, in and out of work, we as n_responsibility. Onece they
are working with us, for example, on how to help the unemployed, it
is harder for them to push for the big pay rises which, we shall be
explaining, can only increase unemployment. It would be very dif

for them to reject the invitation (or try to "bargain! about the terms
on which they were prepared to co-operale) without appearing
politically-motivated and callous about their members. Finally,

very act of such consultation would show the Government's confidence
and would give repeated opportunities te display firmne on our

central economic strategy.

The agends from which we could choese might include the following:

Getting local enterprise agencies, big firms, trade unions
work together te encourage the growth of new businesses in
badly-hit areas.

Ensuring best possible use of services and advice from Depart-
ments concerned in high unemployment areas to enccurage job
mobility, best use of redundancy pay, maximum provision of
information about jobs, mobility, etc.

Productivity, participation, profit-sharing, value
bargaining.

The principle, as Jim suggested, would be to f£ill the vacuum with

positive ideas and initiatives to which it would be impossible

i trade union leaders not to ond. It would be overt - ie it wou




carry 2 message to the public snd to union members that the Government

is concerned about the people who get hurt in Lﬁ?’brocr of industri

ut and monetary squeeze and are active in ﬁﬁbilising éffofhs
ate hardship - but by ideas and ingenuity and goodwill, not by
squandering more taxpayers' money and thus endangering our policy

objectives.

How would such an initiative be launched? This needs thought. Ve

could do it in a fairly low-key way, with Jim inviting union leaders
to talk to this agenda. Or we could deliberately dramatise it with
you announcing the initiative in the,course of a speech and saying
that the first meeting (to discuss the agenda) would be chnifed by
you with the Chancellor and Secretaries of State for Employment and
Industry. To ensure maximum trust, a copy of that speech could be
handed to key union figures just before‘delivery (as we did with
Geofirey's "dream world" speech before the TUC last year, deliverad tu
Len Murray at his hotel). Paradoxically, the more dramatie launch
would almost certainly make it harder for the initiative to be
misrepresented. The more visible it is, lhe mcre clear the implici:
message will be - that we are not under any circumstances prepared to

negotiate with union leaders about Government's economic policy itself

These sre just some first thoughts which I would like to talk thrao
with Jim Prior to see whether they have any merit. I believe that
imaginative initiative, with positive proposals that lead meEW!
rather than empty gestures which merely go through the motions and
fool no-one, could put us in a '"no-lose' position. If the union
lenders respond negatively, they condemn themselves. If they respoend

positively, three cheers. .

By all means, dinners with industrialists, but they must be, and be
seen to be, regular affairs, not a one-off gesture which will look
like an attack of nerves. At those dinners, your own line on "no
incomes policy whatever happens" must be fully developed and put across
so that all present, including union leaders, realise there is no

possibility of our going that route.




I am copying this minute to Geoffrey Howe, Jim Prior and Keith Josepn.
and take it that you have no objection to my talking further to Jim

on these lines?

e +7u~ VVy,N kLuk t: Wr)_.

v

JOHN HOSKYNS
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From the Private Secretary 3 June 1980 s 9-nEde

Pelations with Trade Union Leaders

As you lknow, the Prime Minister held a meeting this
morning with the Chancellor of the Exchequer and the Secretary
of State for Employment Lo discuss the Government's
relations with trade union leaders. Mr. David Wolfson
and Mr. John Hoskyns were also present. They had before
them the Chancellor's minute of 27 May and the Secretary
of State for Employment's minute of 30 May.

The Prime Minister said that, despite complaints that
they had no contact with Government, trade union leaders
did seem to have fresucnt meetings with Ministers on

specific issues. She was opposed to formal talks with the

T.U.C. as this would give the impress£3;~fﬁ!f‘1hs~Government

was treating with them like its predecessor, and they were
most unlikely to deliver anything in return. It would be
best to continue with the present pattern of meetings on
specific issues, the monthly meetings at N.E.D.C., and
informal contacts.

The Chancellor and the Secretary of State for Empiloyment
said that they broadly agreed. While avoiding formal meet-
ings with the T.U.C. (except at N.E.D.C.), it was important
to maintain contact with trade union leaders. Although they
were generally opposed to the Government's policies and
though they werve even less helpful in their public utterances
than they were in private, it was nonetheless worth tryving

to bring influence to bear on them. Moreover, they could

/ still cause great

FDENTIAL




still cause great damage if they were to join the extremists,
and the Government could help to avoid this by keeping in
touch with them. Consistent with this approach, it would
be helpful if the Prime Minister could invite trade union
leaders from time to time for informal discussions at

No. 10. This might best be done by inviting two or three
to lunch or dinner along with a few industrialists.

Mr. Prior suggested the following names: Sir John Boyd,
Mr. Terry Duffy, Mr. Alex Ferry, Mr. John Baldwin and

Mr. Gavid Laird. The Prime Minister said that she would
try to hold one or two small functions as suggested before
the Recess; I shall be in touch with Richard Dykes to dis-
cuss further who might be invited.

There was also a brief discussion of the future

programme for N.E.D.C.. Mr. Prior said that it was
important to keep the T.U.C. interested in N.E.D.C..
The Prime Minister suzgested that N.E.D.C. might usefully

mount a 'productivity campaign': this would not only be
desirable in its own right, but it might appeal to the
DEURCE The Chancellor said that he would follow up this
idea with Sir Ray Pennock.

Finally, it was decided that the Prime Minister should
not take the Chair at the July N.E.D.C. meeting. In view
of the recent speculation about pay talks and now about the
July 16 Cabinet, it could cause further misunderstanding
about the Government's approach to the trade unions and to pay.

I am sending copies of this letter to Richard Dykes
(Department of Employment) and Dayid Wright (Cabinet Office).

T.P.[ANKESTER

John Wiggins, Esq.,

H.M. Treasury.
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TMPORT CONTROLS: AND CONSULTATIONS WITH THE TUC

My Secretary of State has seen the record of the suggestion put

to Sir Robert Armstrong by Sir Arnold Weinstock on“19 May. He

has also seen Mr Prior's views in the private secretary letter
~of 23 May.

On import controls, Mr Nott agrees with Mr Prior's thought that
no reliable counterweight could usually be expected in return for
Government action - action that would be difficult enough to get
agreed in the Community and internationally and could not anyway
cover imports from the Community itself. But Mr ToTT also Ieers
th any idea o emporary control on 1mgorts as part of
restructuring schemes for particular indus ries would be ve
dangerous. Because we should replace a real impulsion ofl h
management and the unions - to seek and agree 1mprovements - by

much more comfortable paper planning agreements which could anyway
hardly be expected to cover pay settlements over a period of years.
On a dialogue with the unions, Mr Nott would draw a distinction,as
does Mr Prior, between consultation with unions on particular
problems (unions have been in 1 Victoria Street on a number of

occasions recently) and discussions about how the Government should
run its policies.

I am sending copies of this letter to the Private Secretaries to the

Chancellor of the Exchequer, the Secretaries of State for Industry
and Employment and Sir Robert Armstrong.

S R
/\S wﬂ‘&lww

5 HAMPSON
Private Secretary
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PRIME MINISTER

RELATIONS WITH TRADE UNION LEADERS

This minute summarises our discussion on Wednesday evening, following
my minute of 22 May suggesting that we should think very carefully
before setting up meetings with trade union leaders.

You will have seen Geoffrey's minute of 27 May and Jim's of today's

date. -

1 suggested at our meeting that we could not decide what to do about

relations with trade union leaders unless we first took a view on
the main problems ahead and our position with regard to those problems,
I therefore put questions to you in order to get our starting point

clear.

THE MAIN PROBLEM AND OUR POSITION

The problem is that trade union leaders will spend the summer
preparing extravagant demands for the next pay round. Their aim -
whether or not fully conscious - seems to be to create sco much
unnecessary unemployment that the Government will be forced to change
its policy.

Our positon is that there will be no change of policy under any
circumstances whatever. We will not consider any form of incomes
policy or statutory freeze. A voluntary freeze would not work. In
the public sector, we have to achieve the effects of a partially-
indexed freeze, to ensure that the private sector does not have to
bear the brunt of monetary deceleration.

The process by which trade union leaders advocate settlements at less
than the going rate of inflation must, in the end, be revolt by their
own members when at the brink - ie when their jobs are at risk. This
is what has happened at BL. However, since it only happened long
after BL would normally have gone out of business, we have to ensure
that the rank-and-file revolt happens early enough to avoid disaster
in other companies.




The trade unions' position is at present weak following the Day of

Action, Isle of Grain etc. lNowever, the Government's position

could weaken (ie we are bound to have setbacks in other areas) and
the trade unions' position could thus strengthen, during the summer.
The Government faces an immediate problem with MPs' pay which could
set the tone for the pay round. The TSRB must be seen as the first
in the next round, not the lasé in this one.

OUR DEBATING OBJECTIVES

We must further erode the moral and intellectual position éf the
union leaders. (Jim's paper proposes the opposite, ie the
conventional view. This will need discussion, but we believe that
leaders like Basnett, Evans, Jackson, Weighell, can deliver nothing.
We have to drive a wedge, not between those leaders and their
militant executives, officials etc, but between the shop floor on
one hand and militant shop stewards, officials and leaders on the
other.) i

The end result must be that calls for disruption in the autumn and
winter get little more response than did the Day of Action. We are
under no illusions, however, that people will be much readier to
take action for more pay than for political demonstrationa purposes.

We must avoid creating any sense of grievance in achieving 2.1 and
2.2 above.

This debate should also help to create the right climate for the
Green Paper.

THE APPROACH IN OUTLINE

We must raise the profile and the quality of debate. If we are
clear on our position as regards freezes or incomes policy, we
should say so. The further we stick our necks out, the greater our
chances of success. The tone should be sober, not blustering or
provoking, but we have to 'escalate! deliberately if we are to get
people to listen to the debate and take our position seriously. A

£
recent paper by Chris egumun (Villiers' PA at BSC) sh how long




it takes for people to realise that the other side is not bluffing.
"It was not until the Prime Minister's Panorama broadcast of

25 February . . . that it became generally clear that the 'hard-
line' (ie in Cabinet) had won. Only from that point did the ISTC
and the media beliecve that the negotiations were between BSC and

the unions. Unfortunately by that time the ISTC had isolated itself
from the other unions, and had taken up an extreme position from
which it took some weeks to dislodge itself.!" There is a lesson
here for the sort of debate we are advocating, in which each side

is trying to guess the mix of bluster and determination in the other

side's position.

We can consult the union leaders, but it must be on our aéenda, an

agenda which is relevant and thus itself instructive to public

opinion.

We should explain and interpret events, but not exhort. We should
get to the key principles and values at issue, examining union

leaders' public statements, their claims to speak for their members
etc. We should predict the abyss to which companies will be driven
by high pay settlements, illustrating continuously with the latest

bankruptcies. This can also be done at constituency level.

We can use speeches, possibly PPBs with visuals, also supplementary
questions to you in the House.

We should regularly contrast what is happening here with pay settle-
ments and inflation rates in other countries.

We will shortly put forward a paper with this approach spelt out in
more detail.

WHO DOES WHAT?

Participants. We think that you and Geoffrey should be in the lead
on this, with perhaps Michael Heseltine and Keith coming in later.
However, it will be difficult to involve anyone except you and
Geoffrey if Jim himself does not agree with this approach.




Who organises? 1 suggest that, for the time being, the Policy Unit
goes ahead with preparing material, liaising with Central Office
for constituency examples, and gets examples from Departments.

OTHER ACTION

Geoffrey has asked me to help with a speech he is giving on 9 July,

a "thinkers'" piece on the role of the unions.

You will be talking to Edward du Cann to see whether the principle
of de-indexing, by a few percentage points, what would have been

the full indexation of this year's staged increase would be accepted
by MPs. It may be that the nurses' case would apply some moral
pressure for a gesture of leadership from Members. We agreed that
it was impossible for Government to urge the public to settle for
less than the going rate, let alone to try to force similar
de-indexation amongst public sector employees, if it started the
whole process going by giving a fully-indexed increase (however
!'special' the MPs' case is) on its own doorstep.

I have not yet discussed any of these ideas with Jim and am copying
this to Geoffrey only.

J

JOHN HOSKYNS
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PRIME MINISTER

RELATIONS WITH TRADE UNION LEADERS

We are to discuss this issue at your meeting on 3 June and I

have seen Geoffrey Howe's minute of 27 May.

I think it important for that discussion to have clearly in mind
the distinction to be made between the TUC as an institution and

the role of individual trade union leaders. We must avoid doing
N )

anything which appears to recognise the TUC as a partmer in

determining policies. But at the same time we must not alienate

——
individual trade unionists who can bring useful influence to bear
within the TUC or undermine their authority for the conduct of

industrial relations.

The authority of the TUC is slight and has indeed declined. But
despite evident embarrassment on the response to the call for
support for the "Day of Action' on 14 May, there is little doubt
that the TUC will be saddled with a series of resolutions at its
Congress in September which will deepen its proclaimed opposition
to our policies. I am sure that we must not structure any new
formal relationship with the TUC which might appear to recognise
the strength of that opposition or indeed provide the TUC with a

new platform from which it might be proclaimed and developed. n

his Granada lecture on 28 May, Len Murray made clear that the TUC

sees itself as having the role of '"bargaining" with governments to
establish areas of agreement. Certainly for the present, there is
no prospect of any measure of agreement being possible with the TUC

in the area of economic policy.

But we must now seek to do all we can to see that a climate does not
develop in which more moderate union leaders, and the TUC General
Council as a whole, is unwilling (or even unable) any longer to hold
back those who argue for no contacts with Government and outright
opposition. We must also avoid inadvertently providing some new

emotive cause on which the TUC's opposition could focus and which
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might provide an issue on which pressures for industrial action could
be mounted through the institutional channels the TUC provides.
Although the TUC's position may now be weak, we must not
underestimate its ability to provide a skilful institutional focus
for discontent with our policies and it would be unwise to ignore

the strength of traditional loyalties which could come to be

harnessed.

It is vital therefore that existing channels of dialogue are kept

open and we must continue to be ready to consult the TUC on all
—
appropriate matters. I very much welcome John Nott's initiative

in inviting the TUC to discuss their views on import controls with

him. Other specific topics on which a common inferest and the

—_—
possibility of practical change might be established could provide for

useful consultation and I am considering the possibility of talks
with both the TUC and the CBI on such matters as employee

involvement and industrial training.

Above all else, we must endeavour to ensure that the authority of union
leadership in the conduct of industrial relations is not eroded

still further but is, wherever possible, strengtheﬁiﬂf——ﬁzz;_;? the
problems of industry stem £rom a Tack of authoritative leadership

in the unions and without it agreements are abrogated, wage

bargaining becomes the more chaotic and the risk of industrial

action and resultant damage increases. The necessary authority

must be won and be responsibly exercised. But we should be seen

to be ready to encourage its development and not appear to want

to diminish it further in public dialogue with rank and file union

membership.

I am copying this minute to Geoffrey Howe, Robert Armstrong and

R@Qk«-/— :
JP
/Approved by Secretary of
State and signed in his
absence7

3o MAY 1980

John Hoskyns.
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PRIME MINISTER
RELATIONS WITH TRADE UNION LEADERS

We discussed this recently and I promised a note of my
views about the next stage of our relationship with
trade union leaders.

2 This is a good moment to give some thought to the
TUC generally. There are a good many signs that the
Influence of the national trade union leadership has
been declining. Their influence with their own
membership seems to have waned and disputes among
themselves have weakened their authority further. Their
expressed, although incoherent, desire for talks with

the Government is to be seen as evidence of their

worry about their own position. So long as the TUC

does not have discussions with the Government about
economic matters, it is not altogether clear what its
role in national affairs is. I think that worry about
this situation underlies a number of comments which have
been made by national trade union leaders recently.
Frank Chappell called on the Government to initiate
talks with the TUC. David Basnett, in contrast, has
adopted an attitude of bluster - the Government cannot
expect the TUC to use its influence for pay restraint
unless it discusses economic policy with them. But

both seem to be after the same objective, namely, to

get the TUC back into something more like the relation-
ship they had with the previous Government and, to a
lesser extent, with the last Conservative Administration.

/5 I think the
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35 I think the substance of all this is moving in the
right direction. It must be in the national interest
to get entirely away from the assumption that the TUC
has some constitutional role, some right to share in
the making of Government policies. And the crumbling
of their power and influence in the country which seems
to have been taking place must also be beneficial. But
some might argue that the process has gone far enocugh
and that the moment has come (as I think Arnold Weinstock
argued when he spoke recently to Robert Armstrong) for
the Government to show magnanimity and make a new move
to establish better relations with the TUC.

4. One guestion which arises is whether, if we do

not do this, the decline in the position of the TUC in
the country will continue. I am inclined to think that
it might go a good deal further. There is a good deal
of evidence of the unpopularity of the national trade

union leadership amongst ordinary members. Another question

is whether we want that decline to continue indefinitely
or whether at some stage we might want a TUC leadership
with some authority to play a role. One possible view

is that, notwithstanding the steady decline in the power
of the TUC, the leaders still retain sufficient influence
to damage our cause severely because of the extent to
which they can sour the atmosphere at all levels; for
this reason alone it makes sense for us to try to
neutralize their dangerous capacity to do harm - the
question is how best to do that?

Gl I believe that even in this negative sense, there
may be some role which the TUC could play in the context
of pay, at some stage. But there is all the difference
in the world between the TUC acting in response to

J/pressure from its




CONFIDENTIAL

pressure from its own members and its acting in response
to a Government approach. After a year of large pay
increases accompanied by rising inflation and unemployment,
it is not impossible, I think, that the national union
leaders may begin to feel pressures from their own
membership for some general move towards good sense and
restraint. It is possible to imagine a trade union
leadership responding to concern of this kind about
excessive pay increases coming from the grassroots and,
if that happened, I think we as the Government could
hardly fail to give such a move our blessing. But it
would be a very different thing for us to approach the
TUC and ask them to use their influence to secure pay
restraint after some kind of negotiation with the
Government. That would be a situation in which they

were thought to have some bargaining power and we would
indeed be conferring it on them. It would be a situation
which encouraged the worst illusion which incomes
policies tend to develop, namely the illusion that pay is
determined by what can be secured in negotiation with

the Government rather than by economic reality.

6. Of course, there is a danger that a situation of

the first kind might develop into the second. Something
not unlike this happened during the incomes policy of

the last Government. In its early stages it did rest to
a considerable extent on popular reaction against crazy
pay behaviour and very high inflation and the national
union leadership was to some extent being pushed from
behind. That was the period of its relative success.

But as time went on it became a matter of the Government
appealing to the TUC to procure restraint and that was the
period of the break-up of the policy.

a7 We may be
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e We may be not very far from a situation in which,
once again, there is a groundswell of popular desire

for greater moderation on pay. Our task will be to
exploit this without getting into the problems which
faced the last two Governments when they embarked on a
formal policy for pay. If we are to exploit a mood

of this kind, it would certainly be preferable if the
TUC leadership felt able to give expression to a

similar message from their own membership. To put the
same point more negatively, there is a real danger that,
the weaker the TUC leadership feels itself to be the less
they will be likely to do any such thing. They may
increasingly show all the signs of petulance and pique
which we have seen recently and, in that spirit, will

be more inclined to make aggressive noises about pay
even if this has little influence on local behaviour.
(We cannot, of course, be sure that their influence will
always be so limited).

8. I conclude that there are two things to be avoided.
First, we must continue to be very careful not to build up
the TUC again by formalising our relations with them.

At the same time, we must avoid anything which can be
made to look like a policy of 'confrontation'. This
would be another way of building up their influence.

The Press is all too ready to see us falling off the
wall in either of these directions, as the events of the
last week have shown. My mildly conciliatory remarks at
the CBI dinner were interpreted by some of the Press as
a new initiative for talks and Len Murray, reacting to

that misinterpretation, rejected the imagined initiative
sharply. I think our aim must be to avoid drama of either

/kind and, at the
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kind and, at the same time, to develop reasonable and
friendly relations with individual trade union leaders
so far as possible, but without building up the

national position of the TUC. The more we seek to
deal-in practical, public dialogue - with rank and file
union membership (and so encourage management to do the
same) the more important it is to avoid provoking or
giving inadvertent offence to an increasingly ceremonial
national leadership.

9. This suggests a policy of three elements, which

is in fact close to the approach which we have already
adopted. Although we shall always need to respond to
initiatives from their side, we should avoid anything

that has the appearance of a new formal relationship

with the TUC - or any special initiatives of that kind.

We should continue to talk in a reasonable and conciliatory
manner in NEDC. And we should arrange to meet trade

union leaders from time to time informally.

10. As regards what you might do yourself, I am not
sure of the wisdom of inviting the NEDC six to No 10
because of the significance that might be attached ta

your inviting any particular group of union leaders which

has any formal existence. Equally I would incline
against any formal invitation to the TUC's Economic
Committee or the chairmen of TUC Committees. It would be
better - if possible - simply to see two or three groups
chosen in a rather random way on occasions spread over
the next two or three months. Of course there should be
no agenda and no formal record and you should be supported
only by a few Cabinet colleagues. The meetings should
not be kept secret: it would certainly be unwise to try
that, but in public explanation a parallel could be drawn
with the meetings which you have occasionally with groups
of industrialists.

/11. L am sure
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11. I am sure it's a good idea for you to take the Chair
at another NEDC meeting soon. As I said on Thursday,

the best occasion might be on 2nd July, but it would be
best not to announce this until nearer the time. If it
was announced now, I am afraid it would confirm the

false impression which some newspapers have put about
that we are pursuing the TUC for talks about pay.

12. I am copying this letter to Jim Prior, Robert
Armstrong and John Hoskyns.

L

X’ZRA on bebalf | and it

/
(G.H.)  afpmel | of Chanaller f
21 May 1980 Epcdreqpe
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Caxton House Tothill Street London SW1H 9NA

Telephone Direet Line 012136400
Switchboard 01-213 3000

Clive Whitmore Esq

Principal Private Secretary

10 Downing Street

London SW1 23 May 1980

b&w C&'w—,

CONSULTATION WITH THE TUC

My Secretary 6f State ha; considered the suggestion made by Sir Arnold
Weinstock Sir Robert Armstrong and reported in David Wright's letter
of 19 Ma

The Secretary of State regards it as very important to keep the
channels of dialogue open with the unions. But he thinks this is best
done through consultation on specific topics with the TUC - as indeed
has been done so far - and that Departments should be meticulous about
consulting the TUC on all appropriate matters. The Secretary of
State is himself considering further possibilities of opening up

over the next few months talks with the TUC and with the CBI on

such matters as employee involvement and industrial training, where
there is some possibility of common interests and practical change;
and he hopes that his colleagues will also be maintaining their links
with the TUC and giving reasonable publicity to the consultatons
which do take place.

'
n-’N,‘“l As for Sir Arnold's particular idea, the Secretary of State presumes
M-~ that the Chancellor and Sir Keith Joseph will wish to consider it
more closely. His own feeling is against it. It seems to him to

== Wt be duplicating the sector working parties and to threaten to pull
wa W the Government into a quite inappropriate bargaining posture on import
¢~—Ne— -policy. In this kind of situation the Government rarely, if ever,

(2] finds that the other sides are capable of giving reliable counterweights

8. to the commitment expected from Government.

1 am sending copies of this letter to Private Secretaries to the

Chancellor of the Exchequer, the Secretary of State for Industry,
Secretary of State for Trade and Sir Robert Armstrong.

tyeie

3
Lichard Bt :
R T B DYKES J/

Principal Private Secretary
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PRIME MINISTER
TALKING TO TRADE UNION LEADERS

You are going to be discussing the possibilities for discussions
with trade union leaders, with Geoffrey and Jim next week. I
understand Thursday evening is the likeliest time.

This minute is simply to sound a WARNING NOTE.

We have done a lot of thinking about this whole tangle of Government-—
trade union leader relationship, the next pay round, public sector
pay, the "Prisoner's Dilemma' mentioned in my earlier minute.

Our conclusions are that the present situation is a UNIQUE
OPPORTUNITY. Government authority, and thus negotiating strength,

is at a peak, especially following the Day of Action. Union leaders
are desperate to regain some of their authority, be seen to be
""negotiating'" with Government again, preparatory to the next pay
round .

We have worked out a strategy which could, at best, start us on the
way to resolving many of these problems. At worst, it could not
make the prospects for the next pay round my worse than they already
are.

A conventional ''good relations' meeting (eg, Geoffrey meets a handful
of trade union leaders to show willing, as has already happened on
previous occasions) would not be compatible with that strategy,

would instantly strengthen union leaders' authority and weaken ours;
and could, at worst, make the strategy we have in mind impossible.

We should therefore stop and think very carefully before drifting
into a meeting which could be a BIG MISTAKE.

I would like to talk through our ideas with you, with David and
Norman on Wednesday next week, when you have an hour or so free
around the middle of the day. If our ideas make sufficient sense
to warrant further thinking, we will then write up a note on them
for your box that night, with a copy to Geoffrey, so that you can
have them in your mind for your meeting with Jim at Chequers.

copying this note, privately, to Geoffrey, at No.1ll

JOHN HOSKYNS
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PRIME MINISTER cc Mr. Wolfson

Mr. Hoskyns

Meeting with the Chancellor, 0900 hours,
Thursday 22 May

The following are some points for discussion:-—

i)

Invitation to Trade Union Leaders
You had it in mind to invite the NEDC 6 and wives. This

needs careful thinking through - all the more so in the

light of the Chancellor's speech to the CBI yesterday

(key passage at Flag A) which was widely taken as an olive
———

branch to the trade unions. Any meeting with you is now
~——
bound to get a good deal of publicity. We therefore need

to have some idea of what we intend to get out of it. Is
_—

the purpose simply to talk around our economic problems

and explain Government policies in the hope that the trade
unions will play a more constructive role in pay bargaining,
productivity, etc? Is the intention to persuade them that
it is in their members' collective interest to act with
greater moderation? Or is the intention to move more
explicitly towards some kind of consensus on the level of
settlements in the coming pay round?

Whichever of these we aim for (and I am sure you will
want to have a longer discussion with the Chancellor on

pay generally in the near future), I do not think a lunch/
dinner with the NEDC 6 and wives would be a good idea. The
trade unionistswould infer that they were not being invited
for a serious discussion. Nor do I think a meeting with the
NEDC 6 alone is necessarily the best approach. It might

be better in the first instance to invite two or three trade
unionists (say Murray, Chapple and Evans) to a lunch along
with three industrialists (say Pennock, Jarratt and

Hector Laing or Hodgson).

The Chancellor will have views on all this; but it might
be wise also to consult Mr. Prior.




NEDC Meeting

The Treasury are checking whether the agenda for the
July meeting is suitable. Subject to this, the
Chancellor will advise that you should take the chair

Contingency Reserve

The Chancellor will have an aide memoire to hand
over - indicating, I believe, that over-spends

by the nationalised industries are going to put a
severe strain on the Reserve.

Consumer Lending
The Chancellor has submitted a minute (Flag B) arguing

again against introducing any direct controls on
consumer credit. Contrary to what he Suggests, there
has been a considerable increase in consumer credit

in absolute terms. None the less, I do not think
controls would be very effective (there would be

switching into other forms of credit); and since the real

problem is lending to industry and services, it would
look as if we were doing it largely for presentational
reasons.

EEC Budget

There is a Finance Council meeting next Tuesday: the
Chancellor may mention this.

21 May 1980
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Your presidency will be remembered above all

for the leadership, undemonstrative but strong, which

you have provided at a vital stage in the development
of the CBI. Building on the foundations laid by
Lord Watkinson, you have helped to bring the
organisation to the very centre of the national
stage. Confident that, at the youthful age of 57,
you still have much to contribute to the future of
British industry, I offer you, on behalf of this
distinguished company, warmest congratulations on

a presidency of real distinction.

But you would be the first to acknowledge the
debt that you owe to our late, dear friend, John

Methven.

As Minister of Consumer Affairs in Ted Heath's
Cabinet, it was my great good fortune to appoint
John to his first public office, as Director General

of Fair Trading. So, from time to time, I used to

tease him - and hugely boost my own morale - by
claiming that I was the man who invented John

Methven.

It was an avsurd claim, of course. For, more

than anyone else, John was his own man.

And, more than anyone else, he transformed the
CBI into a fighting organisation, heeded now with
equal respect, by Ministers, by union leaders, by

Whitehall - and by the people.

How we shall all miss the candour of his
advice, the clarity of his advocacy, the courage
of his convictions - and, most of all perhaps,

the quiet passion of his patriotism.

That was never more evident than when

John Methven told your last annual conference:




I'If ever a nation stood poised between

remorseless decline and real success,

1 D! y and prosperity,
disintegration and moral recovery, then
it's Britain on the eve of the 1980s.

In the starkest terms, I'm saying to you
that we are drinking in the Last Chance

Saloon."

How is it that Britain, once the world's greatest
industrial power, now faces this stark choice? Is

it solely because of bad economic management by

? nments have got their
forecasts wrong? Because Governments have made a
mess of managing demand? Because Governments have
made a mess of fixing the exchange rate? Is it
Governments alone that are responsible for 20 years

of relative decline?

It would, in many ways, be easier if it was

only Governments that were to blame. And, of

course, Governments do have crucial responsibilities
about which T shall have more than a word to say in

a moment.
But as for Governments being alone to blame?
No. On the contrary, it has long been one of

the besetting sins of our society to try to shift on

to Government responsibilities which properly lie

ell . To use t as an alibi for bad
or irresponsible econonic behaviour. And then to
expect Government to clear up the resulting mess:
a task far beyond the capacity of any Government,

80 long as the underlying causes remain untreated.

In too many respects we have cherished illusions

of that kind.




We have acted as if we could have high and

ever-rising living standards without paying attention

to our ability to compete with other countries,

especially in manufacturing.

Some trade union leaders indeed have even
argued that the ability of an employer to compete,
or even to pay, was none of their business, and that
their concern was solely with the living standards

of their members.

It reminds me inevitably of an observation
by one of my 19th century predecessors, George

Canning:

"In matters of commerce the fault of the
Dutch was giving too little and asking

too much."

Today, that earlier version of the Dutch

disease has settled far too widely over here.

We have been giving too little in productivity
and asking too much by way of reward. Too often

we have allowed profits to be squeezed, on the

assumption that Government would help out by printing
money, by depreciating the currency or, in the last
resort, by nationalising the business so that jobs could
continue at the taxpayer's expense. Nationalisation, it
has too often been thought, removes the market barrier
to wage increases. And the nationalised sector has
often set an example that others have followed. The.
illusion has been that we can make our labour more and

more costly, without pricing ourselves out of a Jjob.




And, of course, the charm hasn't worked. How could ic?
The evidence is before our eyes, in the decline of our
living standards relative to those of other industrial
countries. We have only to contrast what has happened
to living standards in Germany or Japan. They had to
enter the post-war world without the luxury of any

illusions at all.

And so we have reeched the 1980s with an economy
in which market forces are too weak. With a

nationalised sector and public services which are too

large. And with in the ise

sector. By many international standards our public
services are still good. But the motivation for
public service that ip critical to an economy with
a large public sector has gravely weakened. The

consequences were dramatically illustrated in the

declining months of the last Government. That is

the counterpart or the weakening of industrial
management, which has resulted from the wrong kind

of trade union activity.

Another facet of these illusions, but perhaps
also one of its causes, has been too much loyalty
to class and too little identification with national
success - too little patriotism. Low key patriotism
may have helped us bring an empire successfully to
independence. It has made us less than sufficiently

ashamed of our relative economic decline.

Despite all the complaints, paradoxially we have one of
the most egalitarian, one of the fairest of the large
industrial societies. Yet our overseas friends in

particular often think our economy is hampered by too

much, class distinction.




What they mean, I suspect, is that it is

hampered by overtones of antique class loyalty.

There are, of course, two sides to all that. There is,

for instance, far too much determination to remain
working class, and not enough of the ambition to
become bourgeois to which our foriegn critics are
accustomed. The stress on maintaining a local
authority tenantry, without the freedom of ownership, and
on the fostering of comprehensive schools, not for
reasons of educational efficiency but as a piece of
social engineering, are all part of this. So too is
much trade union solidarity and resistance to change

in working practices, and the endless attack on

any form of so-called elitism: though if we look

at our European neighbours, we see how well other
countries have been served by elites of administration,
and elites of management. Disdain for elitism has

all too often been an excuse for failure.

No less damaging, of course, is all the
affectation about having the right accent or the
right address. The reluctance, sometimes affected -

all too often very real, to work in industry. What
kind of a society is it (and I mean no disrespect
tc Sir Monty Finniston and his colleagues)

that feels obliged, 200 years after the start of
the Industrial Revolution, to appoint a committee

to improve the public status of the engineer.

Some of the illusions of which I have been
speaking can influence our insight into very real
problems, simply by the effect they have upon our
terminology. Fcr many people, the word "competitiveness",
for example, has come near to meaning simply a

lower exchange rate.




I fully ppreciate, of course, the extent to
which the present exchange rate is a source of worry.
But I have to advise you that it is not, to any

great extent, under my control. Insofar as it is, then

it could only be influenced downwards - as Denis Healey

found in 1977 - at the cost of undermining the tight
monetary policy that is fundamental to success in the

fight against inflation. Once the exchange rate begins

to fall the price of imports is bound to rise.
A1l too often in the past this has set off a
further inflationary demand for higher wages.

In the past Government policies have accommodated
this. Production costs have risen. Any gains
in competitiveness have been gquickly wiped

out. Competitiveness must again come to mean
getting down costs, improving quality and

marketing skill.

Even today, fortunately, many companies
are continuing to advance in both home and export
markets. Your President-elect, Ray Pennock,
told us at NEDC, two weeks ago, that ICI
increased the volume of its exports in 1979 by
some 10 per cent. The scale of their success
enabled them indeed to make a pay settlement
that dwarfed the recent changes in the value of

the pound. That enables me with confidence to

offer congratulations and best .wishes to the CBI as
well as to Ray Pennock for the two years that lie ahead
of him. I don't for a moment suppose that growth in
exports was easy or necessarily as profitable as the
company would have liked. But if we can get inflation
down, more profitability will of course return to

both existing and new business.
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n that context, let me assure you too that I

know very well how strongly you feel about the high
interest rates we are having to endure in the first
phase of our battle against inflation. I share these
feelings. Our Medium Term Financial Strategy makes

it clear that we mean to rely less heavily on im:,erest
rates in future. But it would be wrong for me to make

rash predictions about when they will come down.

True, the figures for monetary growth over the last

10 months are back within the target range.

That is encouraging. But last month's banking

figures show that growth of bank lending is still excessive.
Caution now means that the prospect of

sustainable lower rates is brought forward - to

the benefit of irdustry, house-owners and the

economy as a whole. My caution should not be
misinterpreted as pessimism. I have no doubt that

it will be possible to reduce interest rates later

in the year. And it was to bring forward this
prospect that w-e have cut public spending and borrowing

as much as we have.

Let me, in that context, say a word about one final

illusion - that this Government is so pre-occupied with

monetary policy that we believe, or have ever believed,

that pay and pay bargaining are unimportant. On the

contrary, large catching-up pay settlements in the public

sector promised by the previous Government, for example,

have played a major part in determining the level of

public services we can now afford. And the levels of

pay settlements more generally crucially affect the level

of output and unemployment.
SN

During the coming year the rate of inflation will

be falling. So we need pay settlements below the rate

of increase in the Retail Price Index. Many of those




reported to your data bank are in line with that.

That's essential, if we are to keep inflation on a downward
trend without continuing increases in unemployment such

as that announced earlier today. But while the private
sector of industry - and especially manufacturing industry -
feels the squeeze, it would be quite wrong if the public
sector did not also play its part in the process of
bringing the rate of pay increases down. Everyone who
works in the public sector must accept that as essential

over the coming year.

The Government's responsibility is to reduce the
rate of monetary growth, so that inflation comes down.
That's a long, hard process. It is for everyone
involved in pay bargaining to decide whether their
role is to make that task longer and harder or quicker

and easier. For moderation in pay demands is not

doing a favour to the Government but helping those

who work in industry to Keep their employment and to
Sl e
prosper. -

Se=a

As you know, lir. President, that is one of

the subjects which we have now discussed several

e e
times at the National Economic Development Council.

And which we are willing and anxious to discuss,

in that forum or any other, with the TUC and with

anyone else who is willing to listen.

I don't find it easy to understand the complaints

that the Government has slammed the door on the TUC.

That we don't consult them. Won't talk to them.

I have made it very clear how much importance T

attach to those discussions. And that I am always

ready - often at short notice - to consult about

specific decisions. My colleagues and I did 80, for

ex le, about the economic and social consequences

of BSC's difficulties.




One encouraging development at recent NEDC
meetinge has been the agreement of the CBI and TUC
to take important problems away for joint discussion,
including your proposed guidelines on the introduction
of new technology and your proposed joint examination
of alternative economic policies. I welcome these
initiatives. For bilateral discussions between
the CBI and TUC are an acknowledgement that much of
the responsibility for improving economic and

industrial performance lies with industry.

That's why I think the work you are doing on
communications within industry is so important.
For the workforce will understand the company's
problems and opportunities - in reality, M problems
and opportunities - only if they are discussed with

them. And only you can set that under way.

Restoring the health of our economy very largely

depends on the fielp you can give in changing attitudes

and restoring a sense of realism throughout industry.
John Methven understood this perhaps better
than anyone and devoted much of his considerable

energy to putting this message across.

John knew - as Ray Pennock too has often
reminded us - that maiagement could only get the
message across if it established effective two-way

communications with all who work in industry.




And that is a task in which we all must share.
Let me close by quoting again from John Methven's

last conference speech:

"It's not good enough to be part of the
silent majority. It's time to be part of
the articulate leadership. It's time to
communicate and evangelise. Yes, evangelise.

Let us all be evangelists for economic

reality ... for greater efficiency and

competitiveness ... for creating the
conditions for wealth and prosperity ...
and for saner, more humane industrial

relations."

And let us all say 'Amen' to that.




A Trde » Apdh
N Tarlf Prmeens

CABINET OFFICE e

1LYy

70 Whitehall London swia 2as  Telephone or-233 8319

From the Secretary of the Cabinet Sir Robert Armstrong kcs cvo

19th May, 1980
Ref. A02203

Sir Arnold Weinstock spoke to Sir Robert Armstrong on the
telephone at lunchtime today.

Sir Arnold Weinstock wanted to get people thinking about a suggestion
that, following the fiasco of the "Day of Action'' on 14th May, which had left
union leaders in disarray and "all over the floor', the Government should
take an initiative to open a dialogue with them. He quoted Sir Winston
Churchill: "In defeat, defiance; in victory, magnanimity'. He thought
that they needed to be seen in some sort of dialogue with the Government
to avoid losing the remnants of leadership which they still possessed.

He was not thinking about anything at the highest and macro-economic
level. The National Economic Development Council was there for that,
though it was not a body for which he had much regard. What he had in
mind was something on the next level down, where in his view the sector
working parties had been ineffective, amateurish and too low level. The
object should be to get representatives of sectors or of industries together
with the Government at a reasonably high level - nothing lower than a junior
Minister - to see if they could agree upon some specific and practical
measures.,

Sir Arnold Weinstock said that he was personally against import
controls in principle; but, if he believed that limited and selective controls
for a short period would enable industries to recover efficiency and
competitiveness, he would not rule them out. His suggestion was that, if
management and in particular unions were ready to enter into solid and
practical undertakings to improve efficiency and productivity, then the
Government should be prepared to throw into the pot a limited and temporary
measure of protection from imports. That measure would be removed the
moment there was any strike or failure to achieve the measures agreed by
the other parties.

Sir Robert Armstrong said that he would make sure that the relevant
Ministers were made aware of Sir Arnold Weinstock's suggestion.

1 am sending copies of this letter to the Private Secretaries to the
Prime Minister, the Chancellor of the Exchequer, the Secretary of State
for Industry and the Secretary of State for Trade.

D. J. WRIGHT]

R. Dykes, Esq. (D.J. Wright)
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SOVERTC-CONFTDENIIN,
WVERTRIC-CONPTDENIIN,

Treasury Chambers, Parliament Street, SWIP 3AG
0Ol-233 3000

11lth February 1980

=

|
REPLY TO LEN MURRAY

. Herewith a copy of the Chancellor's
reply, delivered today, and to be released
to the press today (probably at Iunchtime).
No doubt our press offices will be in touch.

I am copying this letter to Ian Fair,
Bill Burroughs and George Craig, and to
Michael Richardson, Tim Lankester, Richard
Prescott and David Wright for information.

4 e

M

(M.A. HALL)

Ian Ellison, Esq.




CONFIDENTIAL

Treasury Chambers, Jarliament Street, SWIP SAG
01-233 3000

[l Tebruary 1980

s

Thank you for your letter of 1st 'é ruary with
which you enclosed a memorandum on thé steel industry
and coking coal imports. You asked for observations
and in particular for a reply to the three questions
you set out in your letter.

Both the meeting and the memorandum have shown
that there is a good deal of common ground between the
TUC representatives and the Government. We agree, for
example, on the need for financial discipline in the
nationalised industries as in the private sector and
for BSC's losses to be limited in size and time; that
the trade unions can play a big part, though of course
by no means an exclusive one, in reducing BSC's costs
and improving performance; and that the Government has
a responsibility to take action that will help to
alleviate the serious unemployment consequences caused
by industrial change. You will have seen that the
Secretary of State for Wales announced in the House on
4th February that £48 million additional expenditure
would be made available in the next two years for the
provision of industrial sites and factories in order to
provide new jobs in Wales.

The urgency of industrial change is however
inescapable. The uncompetitiveness of much of our
industry, including major steel-using industries as well
as steel itself, is in part a refleclion of our inability
in the past to face up quickly enough to the need for
change and too often the necessary pace of change has
been slowed by Government intervention. Uncompetitiveness
has oftern deepened in consequence, further eroding our
industrial base and jeopardising jobs which otherwise
could have been made secure. The priority must be to use
the resources available to us to promote a readier
accepbance of change and new jobs. Any alternative course
is self-defeating.

/This case

The Rt. lon. Lionel Murray, ORE




This case is reinforced by the very large sums
which are being provided to the NCB and BSC, partly for
investment and partly to cover losses. For the NCB
the Government is planning to make grants to the Board
of some £450 million over the period 1979/80 to 1980/81.
In the same period the Government plans to make available
loans for investment, either directly or through
providing guarantees, of almost $£900 million. Over the
two years this totals about £1,350 million for the JNCB.
As for the BSC, the Corporation's modern capital
equipment has cost over £2! billion in the last five
years. In 1979/80 and 1980/81 alone the Government is
providing BSC with £1,150 million of interest-free money .
Thus over these two years the total provision for coal
and steel together is no less than £2) billion.

A1l these points form the background to the
Government's answers to the three questions in your letter:

(i) We have been assured by BSC that they are anxious
for further consultations to take place as soon
as possible between themselves and the unions
about their proposals and the basis for them.

The Government hope that these consultations can
proceed just as soon as possible.

The Government agree that there should be an
urgent joint examination at official level with
the TUC on the scope for using more EEC funds
to alleviate the problems of the UK coal and
steel industries. This study should also in
the Government's view cover the use of such
funds for promoting new jobs in areas affected
by job losses in the coal and steel industries;
and the financing of such measures to see
whether they offer a net advantage to the UK,
vwhich we would not otherwise get. I am glad
that the Department of Industry have arranged
the first meeting for Monday, 11th February.

The Government understands that the NCB and BSC
have now reached an agreement which will ensure
that. BSC will not enter into additional commit-
ments for the import of coking coal in 1980.

The two Boards are expected to make an announcement
very soon.

/More generally,




More generally, as I said at our meeting on 3lst
January, my colleagues and I will be ready to have and
indeed would welcome further discussions with the TUC
Nationalised Industries' Committee on matters of common
concern.,

(GEOFFREY HOWE)







Treasury Chambers, Parliament Street, SWIP 8AG

01-233 3000
6th February, 1980

Prwss il
T J(A/wl« p, ey i
a  get Aol =~
S 2 vt
: M ety frebommy
T 2 s k"“l N
é]m/ Aty SEt]
De an lam, Grhibmens - AL
I enclose a draft reply to Mr. Murray's letter to 7!\—
the Chancellor of 1st February. The Chancellor would be
grateful if your Secretary of State and the others concerned

could let him have comments by tomorrow evening so that the
reply can go off on IFriday.

The Chancellor is aware that paragraph U{iii) of the
draft reply is not yet true. But he hopes very much that
the NCB and BSC will succeed in reaching agreement in time
for something on the lines of the attached draft to be
said. Othersise the coking coal issue is bound to become
part of the joint study mentioned in paragraph 4(ii).

The aim for the officials taking part in the joint
study must be to ensure that any measures emerging from it
are compatible with the expenditure totals agreed by
Cabinet. The Chancellor thinks that officials will need
to meet interdepartmentally before they get down to
substantive discussions with the TUC to concert their line.
He has also asked me to say that in his view the emphasis
should be on remedial measures for job losses rather thar
additional money for the industries which would confli
with existing policies.

I am sending copies to Ian Fair, Bill Burroughs,
George Craig, Tim Lankester and David Wright.

7 v wwa»c(.j

Jcm“w/jj vt

(A.J. WIGGINS)

X. Ellison, Esq.s,
Private Sccretary,
Department of Industry

CONFIDENTIAL
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DRAFT OF A REPLY FOR THE CHANCELLOR TO SEND TO MR LIONEL MURRAY's LETTER
OF 1 FEBRUARY

Thank you for your letter of 1 February with which you enclosed a

memorandum on the steel industry and coking coal imports. You asked
for observations and in particular for a reply to the three questions

you set out in your letter.

2. Both the meeting and the memorandum have shown that there is a good
deal of common ground between the TUC representatives and the Government.
We agree, for example, on the need for financial discipline in the
nationalised industries as in the private sector and for BSC's losses

to be limited in size and time; that the trade unions can play a big part,
though of course by no means an exclusive one, in reducing BSC's costs
and improving performance; and that it is the Government's responsibility
to take action to alleviate the serious unemployment consequences caused
by industrial change. You will have seen that the Secretary of State for
Wales announced in the House on 4 February that £48 million additional
expenditure would be made available in the next two years for the
provision of industrial sites and factories in order to alleviate the

effect of the reductions in steel employment which the BSC plans.

e The urgency of industrial change is however inescapable. The
uncompetitiveness of much of our industry, including major steel-using
industries as well as steel itself, is in part a reflection of our
inability in the past to face up quickly enough to the need for change
and too often the necessary pace of change has been slowed by Government
intervention. Uncompetitiveness has often deepened in consequence,
further eroding our industrial base and jeopardising jobs which otherwise
could have been made secure. The priority must be to use the resources
available to us forpromoting a readier acceptance of change and new jobs.
An alternative course is self-defeating.

& Mo
CONFIDENTIAL
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L. This is the background to the Government's answers to the

three questions in your letter:
i) The Government have been assured by BSC that they are anxious
for further consultations to take place as soon as possible between
themselves and the unions about their proposals for South Wales and
the basis for them, as in other cases of this kind. But the
Government consider that progress by BSC in cost reduction remains

urgent.

ii) The Government agree that there should be an urgent joint
examination at official level with the TUC on the scope for using
more EEC funds for the UK coal and steel industries. This study
should also in the Government's view cover the use of such funds
for promoting jobs in areas affected by job losses in the coal and
steel industries, and the financing of such measures to see whether
they offer a net advantage to the UK, which we would not otherwise
get. I am glad that the Department of Industry have arranged the
first meeting for Monday, 11 February.

iii) The Government understands /That the NCB and BSC have now
reached an agreement which would ensure that BSC can buy coal

for 1980/81 at competitive prices without resorting to further

contracts for imported coking coa_]_.7.

5. More generally, as I said at our meeting on 31 January, my
colleagues and I will be ready to hold discussions with the TUC
Nationalised Industries' Committee on specific issues whenever it seems

sensible to do so.

o
CONFIDENTIAL







DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 5301

SWITCHBOARD 01-212 7676

PS/ Secretary of State for Industry ¥ February 1980

M A Hall Esq
Private Secretary to the
Chancellor of the Exchequer
HM Treasury
Parliament Street
London SW1P 3HE l’\ ¢ { i

Dzow niowtan,

Thank you fof your letter of 6 February with the draft reply to
Mr Murray's letter of 1 February to the Chancellor.

We have no comments on paragraphs 1-3. On paragraph 4(i), we
suggest the insertion of the following after the first sentence:
"Both the Government and the BSC agree on the importance of securing
understanding by the workforces of the proposals and the reasons

for them".

On paragraph 4(iii), coking coal, we have agreed at official level
to a proposal by the Department of Energy that this sub-paragraph
should be amended to read as follows:

"jji) NCB and BSC continue to seek a mutually acceptable
commercial arrangement which would avoid new commitments by
BSC to imports of coking coal. Both sides clearly understand
the importance which Government attach to this matter."

It might help if I set out the latest state of play on coking coal,
as we understand it from BSC. The picture that Department of
Energy receive from NCB may of course highlight different features!

NCB had indicated to BSC that they wight be able to freeze prices
for 1980 deliveries at the 31 December 1979 level. This would
still have meant NCB prices to BSC £ a tonne higher on average
than the world price but BSC were willing to accept this and not
make new import contracts, thus keeping their 1980 imports down
to 4 million tonnes, provided that the freeze was a step towards
NCB quoting BSC the world price level from 1981. NCB estimated
the cost of this freeze to them in 1980 as about £33 million but
BSC Assessed the benefit to themselves only at £17 million.

S
OnAFebruary, NCB proposed to BSC revised and less attractive
proposals because they had failed to get any improvement in financial
assistance from Government. The new offer was to freeze prices
as from 1 April 1980 but at 72% above the 31 December 1979 level.

/hilgatres




i Th:j.s is not acceptable to BSC.

Howe.ver, BSC are now making the followin'g counter-offer, which
is designed specificall e in South Wales.

year 1981, BSC are Prepared
not to conclude any new import contracts, thereby keeping imports
to 4 million tonnes in 1980, and to pay NCB the proposed 74%
increase as from 1 April, subject to a special discount of £8.30
a tomne on NCB coal for Llanwern and to BSC being entitled to
distribute the imported coal amongst their various plants at
their own discretion. This would enable BSC to restrict the
use of imported coal at Llanwern to 350,000 tonnes during the
calender year 1980, thereby facilitating the use of Welsh coal
there. ‘.

>/° Vs C'./C'f)

Pein,

PETER STREDDER
Private Secretary
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Caxton House Tothill Street London SW1H 9NA

Telephone Direce Line 01-213 6400 (el
Switchboard 01-212 3000

A F Wiggins Esq : ﬂ/
Principal Private Secretary

to the Chancellor of the Exchequer

HM Treasury 1 l'\/
Parliament Street

IONDON

SW1P 3AG 7 February 1980
A
I:ZEZCJQS’\\L:;QVL)V/\

My Secretary of State has considered the proposed reply to Mr Murray's
letter of 1 February to the Chancellor which you circulated yesterday.
He is very concerned that it should provide as helpful a basis as
possible on which the TUC can continue in its attempts to ward off

the threat of a general strilke in Wales which has been threatened
from 10 March. In particular, he thinks it vital that ithe reply
should be able to say that agreement has been reached between

the NCB and the BSC on the co king coal issue. This would be

of the utmost importance in helping to defuse the situation in

South Wales.

He proposes the following amendments to the draft:-
(a) The final sentence to the second paragraph would read more
positively if it ended ".... sites and factories in order to
provide new jobs in VWales".

(b) In the third paragraph, penultimate sentence, "to promote!
should replace '"for promoting'; and in the final sentence the
first word should be "Any ....".

(c¢) As for paragraph 4(i), the explicit reference to South Wales
might be read as excluding consultation on the BSC proposals

for other plants, eg Consett, and the words "as in other cases
of this kind" are at best obscure. The final sentence adds
nothing to what is said in the third paragraph. The sub-
paragraph should therefore read -

"The Government have been assured by BSC that they are anxious for
further consultations between themselves and the unions about

their proposals and the basis for them. For our paxt, we hope that
these consultations can procced just as scon as possible'.

(d) Paragraph 5 of the draft is somewhat grudging and the
yeference to "specific issues" could offer a hostage to
fortune. It would be bettier rephrased as follows -




"More generally, as I said at our meeting on 31 January, my
colleagues and I will be ready to have and indeed would welcome
further discussions with the TUC Nationalised Industry Committee

on matters of common concern'.

I am sending copies to Ian Ellison, Bill Burroughs, George Craig,
Tim Lankester and David Wright.

I A W FAIR
Principal Private Secretary
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SECREVARY OF STATE FOR ENCRGY
THAMES HOUSE SOUTH
MILLDANK LONDON swiP 40) 211 6402

A J VWiggins Esq a0
Private Secretary to the Chancellor \ -91q,
of the Exchequer :
Treasury Chambers
Parlisment Street
London SW1 7 February 1980

4.)‘{ 7
COKTﬂ;sft:L AND STEEL CLOSURES : REPLY TO TUC LETTER OF 1 FEBRUARY 1980

Y
My Secretary of State has seen your letter of 6 Fabrﬁafy and the draft
reply to the letter sent by Mr Murray of the TUC on 1 February and has
asked me to let you have his comments.

He is content with the joint examination at official level with TUC

on the scope for securing more EEC funds for the UK coal and steel
industries and does mot believe that we need be afraid of extending

the study to coal as well as steel. He welcomes the arrangements which
have been made for this Department to be represented.

As regards paragraph 4(iii) of the draft reply, Mr Howell spoke

to Sir Derek Ezra on Monday and impressed on him the need to give

high priority to concluding, within NCB's existing financial limits,

an acceptable commercial deal with BSC for quantities of coal which

BSC would otherwise import on new contracts. Sir Derek was again
pressed on this after the Tuesday meeting at the Treasury. As we
understand it NCB have put a proposition to BSC on which the latter
have declined to negotiate further before Friday: there is thus no
prospect of a deal being reached in time for the Chancellor's reply

to the TUC. The two Boards are in any case still some way apart, with
BSC insisting on terms which would involve NCB finding the whole of the
£3%m it would cost to hold prices unchanged at last year's level through-
g;gll9BO, and also offering the prospect of matching import prices from

It is clear that NCB could only bring negotiations to an end this week
by surrendering their commercial position. They are especially
reluctant to do so because the pressures we are simultaneously exerting
on the electricity supply industry's EFL are making it impossible for NCB
- to look for extra revenue from that quarter which might offset the
losses they face on sales to BSC. For his part, Mr Howell does not
see how he can reasonably press NCB to go beyond their commercial
Jjudgment in meeting BSC's terms while we are simultaneously making it
harder or impossible for them to secure extra revenue from sales to the
CEGB. Further, such pressure would hardly be consistent with our
continuing to insist to NCB on the primacy of their financial limits.

\le therefore suggest that the relevant part of the reply to MNr Murray




should teke the following line:
"NCB and BSC are continuing to negotiate for a mutually
acceptable commercial arrangement which would avoid new
commitments by BSC to import .coal. Both sides understand
the importance which the Government attaches to this."

I am sending copies of this letter to the other recipients of yours.

jm) Wéb.
|

W J Burroughs
Private Secretary

CONFIDENTIATL
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Confederation of British Industry

21 Tothill Street
London SW1H 9LP.
Telephone 01-930 6711
Telex 2|331
Telegram:

From the Director-General: Sir John Methven Cobustry Lo"don swi

STRICTLY PERSONAL 5 February 1980

&Qa:n/

I have thought deeply about the discussion which we had
with the Prime Minister this morning: and I would be the
first to admit that I came away deeply disturbed, because
I could not provide an easy solution to a difficult
situation.

Frankly, I know that this Government, and in particular
this Prime Minister, provides the last chance that this
country is likely to have to preserve economic freedom
and therefore personal freedom.

Therefore, my natural inclination is to fall in behind
and back what is done. But that is not my job. My job
is to help to win: and to predict where individual and
commercial opinion will stand.

As an industrial animal, I have seen both Conservative
and Labour Governments confront the unions and lose.
This Government has great courage and must win opposite
the unions. 1If too great a step is taken at once then
there is a real practical danger that the unions will

/continued ...

Clive Whitmore Esqg

Principal Private Secretary to the Prime Minister
Prime Minister's Office

10 Downing Street

London SW1




Clive Whitmore Esé
5 February 1980

again confront the Government and win. We cannot afford
that.

It is true that the present Employment Bill, if amended

to reverse MacShane will only deal with tertiary action
(except in respect of picketing where it will deal with
secondary action). That will be an imperfect solution -
"band-aiding". To say, however, that to deal in one

Bill with the closed shop, secondary picketing, and MacShane
is "nothing” is, in my view, wrong. I had never

expected while I occuped my post as Director General of the
CBI even to be able to discuss these things after the
disaster of 1971/74.

The question for me is - how much will the union movement
take, without erupting totally, for the union movement

is still more powerful than public opinion? In spite

of this morning, I do not believe that we could, in the
absence of a substantial period of consultation, secure
the impugning of union funds and the making unlawful of
secondary action (apart from picketing) in this Bill

without :

a. the risk of totally unifying the
union movement against the
Government, or

b. splitting employers' opinion down
the middle.

I am well aware that bodies such as BISPA might well support
such action at this time. But who will enforce it? Not
Government, because it is a civil matter. It must be the
bigger employers, with highly unionised workforces - that

is where the battle will be.

It is much easier to advise you and our Prime Minister that
all will be well and that in this Bill she should deal, at
one quick blow, with all secondary action the impugning
of union funds: and I have also made it quite clear that

I personally will back her decision. But my advice remains,
after many hours thought, that she should say that this Bill
is "band-aiding", that there is more to do (secondary
action/trade union funds) and that that will be, quickly,
the subject of a Green/White Paper. Action against these
matters strikes at the very core of the trade union movement
and, in my book, they are entitled to a reasonable period
for consultation.

/continued ...




Clive Whitmore Esq
5 February 1980 30

Privately, I do not believe that the trade union movement
is totally against this Government. I know that Len
Murray is trying to cool the situation in South Wales and
yesterday carpeted George Wright (the TUC Wales General
Secretary) who is trying to exaggerate a serious situation
there. Murray is also making great efforts to get the
various trade unions into the same room as BSC. sSurely,
this sort of effort is still worthwhile?

To recommend a more robust or perhaps dangerous course
would be much easier. But in the end I want to secure
ground against the unions which is won, consolidated and
enforced by employers.

I add one point about the enforcement of the law. It is
now clear, from the common law, that the police have the
right and duty to control the number of pickets at any one
point - and this is quite separate from the point that I
made this morning about the "act of picketing". That, in
many places, they are not doing. The picketing of steel

stock-holders has increased greatlx over the last week:
and yet we can see on TV (an rom evidence which I have

available) large numbers of pickets at one point. Why,

for a start, is the law not eing enforced by the police,
in a strict manner, in respect of peaceful picketing, which
would make a lot of difference to the current situation?

I do hope that, if you think this note worthwhile, you will

show it to the Prime Minister.
Z/' .
o _—
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SOUTH WALES: STERI, REMEDIALS

My Secretary of State agreed yesterday with the Chancellor and
with the Secretaries of State for Industry and Employment that

in next Monday's Welsh Day Debate he should announce the package
of remedial measures io deal with the job losses at BSC!'s Port
TaIbot and Llanwern works, following discussion with the Treasury
about the necessary financial provision. I now attach a copy of
the relevant section in dir Tawards! speech. I would be grateful
to know whether the Chancellor and Mr Edwards' other colleagues
to whose private secreteries this is copied, ars content .

Copies go to Ian Ell-son (Industry), Tan Fair (Employment) and
Alistair Pirie (Chief Secretary's 0ffice) and, for information t¢
Mike Pattison (No 10).

G C_.G-CRAT
Private Seeretary

M A Hall Esq
Private Secretary
HM Treasury
Parliament Street
LONDON

SW1




The Government have mada it very clear that it accepts the

responsibility for cushioning the impact of charige and that it will

seek to do overything possible to encourage and assist the growth of
new industries to the area. BSC's plans are still the subject of
negotiation with the unifons (which has been delayed by the proesent
industrial dispute) and as I have clearly indicated it is not yet
possible to assess the full conseyuencea for coal and other industries.
It will therofore ba necessary to keep the position under review and

anything I say to-day is bound to be provisional.

I am, however, most a=xious that an early start should be made in
providing the infrasizucture neseded fo attract new industries to
the area in Wales aiiected by BSC'zm plans. I would add that my

Rt Hon Friend, the Secretary of State for Industry is urgently
considering what may be necessary in the areas affectad in England.




The prime need is for the acquisition, preparation and development
]

of Industrial sitos together with a substantial programmeo of ndvance,{

RO S
factoricz vithin the areas most affected, and toking advantage of the
=

excellent commnications provided by tho M4 and tho trunk road and

high speed rail networks. I emphasise again that Jjudgements at this
stage can only be provisional and there will be need for a continuing
programre over a number of years which can be worked out as the situatio
becomes clearor. VWhat 1s neaded now is to launch the first stage of a
programme, so that ws can get things under way and give people the

assurance that actica will ba taken.

I can now tell the fcuse that the Government ara planning to make

available some £48m over the noxt two years for remedial measures

of this kind. The major part of these additicnal resources will go
[N )

to the VWelsh Developument Agency, who are pneparing detailed plans

for this purpose. I have also asked the Cwmbran Development

Corporation to discuss with local authorities whether they could develo,

industrial land in or around the rew town, as a contribution to

providing alternative jobs in the Llanwern arca, I am also in touch

with BSC Industry to see what further contributions they can make.

OW"7 M'\'
ARG LMLWJU“’
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I have discussed the situation with t?}e WDA. My announcement today

will enable Bhem to got on without delay with a substantial prograume

of acquisition and development of indusirial sites which will be
e A ST S
available for both public sector and private sector developuent .

To glve ena example, I hope that plans will ba brought forward by

the West Glamorgan County Council end tho Ageacy for dovoloplng tho
e

sito of Duport Steel works at Priton Ferry. I would again emphasilse

as I have before thet we are doterminad to obtain an increasing privato
. sector participaticn in the development of industrial sites, but this

wlll tele time and the programme I am announcing ls an essential fir’s’u

stage.




Apart rom this now programme ths WDA will be ppending in the coming
financid

1 year about £12 million from thoir normal programme in the
et T
areas a!“foctad by the closures including £8.5 million in Ebbw Vale and
et

Cordiff, while I have already announced a programma totalling
‘L

£13 milliba for the firet year (including BSC Industry's contribution)

arral
at Shotton.

I would add that despite *»ha__oge_r_r&n; necessity Lbout which X have

spoken earlier to obtain public expanditure reductions I have defended

tmorway and trunk road programue including the M4 and ASS

which will proceed oz the basis already ennouncod.

" All this is clear evidence of the Government's determination to tackle
on a realistic scale the task of providing the infrastructures theot

will enable modern industries to dovelop in Wales.




I know that there will bo anxiety about Assieted Area Status. The
Government las already made it clear that these will be reviewed

and if nocessary changed to take account of the now situation.

——

. But we do not yet know just what the relative impact of closures

will be on the traval fo work areas mest likely to be affected.

My rt hen friend thc Secretary of State for Industry is reviewing
the situation and will be maling am onnouncement ag soon ag final

decisions have been taken by BSC, after consultation with the Unions.
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The Rt Hon Sir Geoffrey Howe QC MP cHf
Chancellor of the Exchequer 3
Treasury

Parliament Street

Londan SW1P 3HE

Dear Sir Geoffrey

Steel Closures and Coking Coal Imports
I

After yesterday's meeting the TUC representatives 4, sue eom
met and agreed to seek from you a considered S

written reply on the principal issues they had b
raised. M Unainy
As Dotefa

We have therefore drawn up a memorandum, a co| Afa (hxTAS

Y]
of which is enclosed, on which we would be grateful 4. CAuRch
for your observations by the end of next week, and PJ/@“<;
in particular we would like you to respond to ok
following three guestions: rs/ Ghyu 0
Py D Fuikatr

(i) Recognising the damaging industrial and
social consequences if the BSC pursue
their current closure and redundancy
proposals (notably as regards the
August 1980 deadline for radical
reductions in manpower in South Wales),
will the Goverrment help to Fgé%ii&;ﬁg
genuine consultations between e BSC
and the Unions about the basis of the
proposals?

Will the Government agree to an urgent
Jjoint examination with the TUC to ensure
fhat there is the fullest use of EEC
funds for the UK coal and steel inaustries,

® examination to include Commission
proposals which would help to give Britain
a better share of the EEC budget expenditure,
entailing such joint representations to the
EEC as seem desirable?

GENERAL SECRETAIY: KT, HON. LIONEL MURRAY OBE  DEPUTY GENERAL SECRETARY: NORMAN WII LIS
ASSISTANT GENERAL SECRETARIS: KENNETH GIAHAM OUBE AND DAVID LEA OBE




Recognising the huge Government subsidies
to coking coal in other countries, notably
West Germany, and the fact that coking
coal imports are exacerbating the problems
of South Wales in particular, will the

Government agree to consider jointly with
the TUC, the BSC and the NCB ways in which
h. projected increases in coking coal imports
3 t can be avoided?
Mﬁ'r
I look forward to receiving your reply.

I am sending copies of this letter to your colleagues
Sir Keith Joseph and Mr James Prior.

/

Yuyfs sincerely
/
J 1 by

General Secretary —
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TRADES UNTON CONGRESS

TUC MEMORANDUM TO THE GOVERNMENT ON THE STEEL INDUSTRY AND
COKING COAL IMPORTS

Background

1 The Nationalised Industries Committee held a special
meeting on January 10 in order to discuss the British Steel
Corporation's plans to import more coking coal and the state-
ment on BSC's closure plans which had been adopted by the
Steel Committee that morning. The NIC decided that an urgent
meeting was needed with relevant Ministers to discuss these
matters further.

Among the points of general application to the
nationalised industries the Committee believe:

- that adjustment of cash limits should take
account of the time scale of industrial
operations and should not encourage a more
rapid industrial restructuring by the
industries than can realistically be achieved;
while industry, public and private, must
operate within financial disciplines, it is
not part of good commercial practice for
these disciplines to be inflexible in the
face of changing circumstances; .

rurthermore during the recession, there is
need to maintain the country's industrial
base, not least in order to be able to
meet the future upturn in demand without
encountering a flood of imports; and

that there are good grounds for considering
investment projects in the public sector of
industry as one area over which the Govern-
ment has some control and which provides
some means of maintaining economic activity
at a tolerable level.

BSC CLOSURE PROPOSALS

Employment

3 The BSC produced 17.3 million tonnes of liguid steel

per annum (mtpa) in 1978-79. In December the BSC announced

that it planned to effect a quick reduction in manned capacity
from 21.6 mtpa to about 15 mtpa. BSC's plans implied a reduction
of its workforce from 152,000 to 100,000 over a short period
with 18,000 of this 52,000 reduction being already agreed

(mainly through the closures of Shotton, Corby and Bilston).

Of the remaining 32,000 job losses 12,000 were to be achieved




through productivity improvements, and about 20,000 through
output reductions, mainly by the closure of Consett and
Hallside and by radical cuts of output and employment in
South Wales. The plants now being affected by the proposals
are modern and efficient as a result of investment in the
recent past. The announcement of these proposals has been
accompanied by, at best, token consultation with unions

and workforce and, at worst, by the mere communication of

a decision without consultation.

4 The BSC's contraction is in part a function of the
worldwide recession. However, world steel demand has increased
over recent years, though the increase has generally been
taken up by the expansion of steel making capacity in newly
industrialising countries. Hence steel making capacity

in the EEC countries has contracted. Nevertheless, there

are clear signs that the BSC's current proposals are based

on very pessimistic assumptions. For a start, in the wake

of the high value of sterling, the BSC has virtually abandoned
its export markets, which will be difficult to regain in the
future. Other EEC countries are much more aggressive in
competing for exports. In 1978-79, the UK at 73% of capacity
produced 104% of home demand; West Germany at 60% of capacity
produced 128% of home demand; and Belgium and Luxembourg at
63% of capacity produced over 400% of home demand. Secondly,
it has just been noted that many EEC countries produced much
more than home demand, and as is elaborated below, the

BSC is contracting below any demands or expectations made of
it by the Davignon plan. Thirdly, no action is being taken
on the underlying cause of the UK steel industry's problem,
namely the flood of imports in the 1970s of steel using
manufactured goods (notably cars). Fourthly, the BSC's
excessive contraction is likely to open up the home market
even further to foreign steel which, sold at highly subsidised
prices, will be difficult to dislodge.

O . The BSC's proposed contraction will have a serious
and immediate knock-on effect on a range of industries and
services. Moreover, it will be concentrated in already
::grcssid arezés where a diversified alternative industrial
d emp ovmgn structure will emerge only after mber of s at &
For example, in South Vales the BSC now nmposesy to shed :bzut 11 ZSOY’%Z-; by =
August 1980 at Llanwern and Port Talbot alone. The NCB J
has estimated that about 8,500 NCB jobs at 10 nits in
South Wales would be lost immediately. There will also
be severe implications for a range of supplying and ancillar
indsutries, such as coking ovens, foundries, the engineering
industry and transport; for example, over 75% of the freight
carried by British Rail in South Wales is steel or coal,
so that BSC's plans will entail greater subsidies, higher
prices or further redundancies in another part of the public
sector, British Rail. The immediate associated job loss
in these other industries in South Wales has been conserva-
tively estimated at 20,000. Taken together then, BSC's




plans suggest a short term job loss in South Wales
conservatively estimated at between 40,000 and 50,000

which would take registered unemployment in the whole

of Wales to above 10% as compared with the present

level of 7.9%. To countenance increased unemployment on this
scale is to show a blind unconcern for the suffering that
will becaused and to risk severe social and industrial
consequences.

- The actions the Government has so far
proposed to alleviate unemployment are
completely inadequate in the face of an
increase in unemployment on this scale.

The BSC's time scale for contraction is
too short, in terms of both the effects
on the inhabitants of the areas concerned
and the need to encourage alternative
employment.

Comparisons of Government Support at Home and Abroad

6 During the recession most steel industries received
direct and indirect support from their governments in order
to preserve capacity for the upturn and to mitigate the
social costs of contraction. During the crisis all EEC
governemnts have provided support for their steel industries,

and this support is in many cases (eg Belgium and Germany)
being renewed, not ended. This support is either direct
through capital write-offs, soft loans, deferred interest
payments and the provision of equity capital with no
expectation of dividends; or indirect, through subsidising
coking coal and freight charges.

7 For example, in France the government has taken

equity capital in the main steel companies which have been
effectively subsidised because the government has no expecta-
tions of dividend payments on these share holdings. More-
over, the funding payments on expenditure and revenue losses
has been generally done through state financial interests,
which have in many cases either written off the debt or waived
interest payments. In Belgium, the government has again

taken equity holdings with no expectations of dividend payments.
More importantly, it has largely financed on soft terms

(eg loans at 1% interest rates) the massive investment
programme which the Belgian steel industry has undertaken.

In West Germany, there have been federal grants and soft loans
to the Saar Industryy capital subscription to cover the losses
of Peine-Salzgitter; and state government grants for expenditure.
Additionally, the major companies in Belgium, France and Italy
are not forecasing break even before the end of 1981. Moreover
many governments (such as the German and French) contribute to
expenses such as R&D, education and training which the BSC

has to meet out of ifs own resources. The total subsidies




paid by the West German government to its steel industry in
1978 have been estimated at £600 million, or about £15 per
tonne of steel output. The Industry Secretary has recently
argued that wealthy countries such as West Germany have the
resources to subsidise their steel industry, whereas the UK
does not. This argument completely undermines the Government's
industrial policy. Previously the Government argued that
subsidies prevented successful industry. Now that the Govern-
ment has learnt the facts about other countries' subsidies, it
is claiming that subsidies are a fruit of successful industry.
On the latter argument the Government can have no objection
in priciple to maintaining support to the BSC.

- In the light of the support given by other
Governments to their steel industries, foreign
steel industries will be able to charge
cheaper prices for their steel.

8 The Government has instructed BSC to break even by
1980-81. In 1978-79, the BSC made a loss of £309 million.
This was more than accounted for, however, by £111 million

of depreciation charges and £208 million of interest payments.
The BSC has not had a capital reconstruction since 1972-73,
since when many of its European competitors have had the
benefits of a capital reconstruction. The 1978 White Paper
on the BSC recognised the need for a capital reconstruction,
especially given that the BSC is bearing the charges

entailed by the early 1970s investment programme which has
not produced the return expected. The lack of a reconstruction
is preventing a return to viability at a reasonable output
level.

- the BSC is bearing interest and depreciation
charges not related to its present output
and immediate plans.

There is a need for a major capital recon-
struction which will bring the BSC into

line with its European competitors and which
will alleviate depreciation and interest charges.

9 The TUC has always accepted that BSC cannot be allowed
to make losses on an unlimited scale and for an unlimited time.
The Steel Committee have also accepted that the trade unions

in the industry can play a major contribution in bringing down
BSC's costs and improving performance over a whole range of
factors. The unions concerned are prepared to enter into
immediate discussions with the BSC on the reduction of costs.




- The Government should acknowledge the fact that
the break even target is now unrealistically
close and be prepared to provide the finance
necessary to allow a constructive approach to
the reduction of BSC's costs.

EEC Support

10 As already noted, all EEC Governments support
their steel industry, directly and indirectly.
Moreover, EEC figures suggest that the UK has
already been making a more than adequate contribution
to the Davignon restructuring plans. For example, in
the fourth quarter of 1978, the UK was given a quota
of 2.27 million tonnes of finished steel production
under the Davignon plan in seven specialised steel
sectors, yet produced only 2 million tonnes; this
concern to stay within® EEC guotas has not been
shared by all member states. Between 1974 and 1978,
the UK reduced its steelmaking workforce by 15.7 per
cent, compared with 13 per cent in West Germany, 16.7
per cent in France and nil reduction in Italy. So,
up to the end of 1978 the UK steel industry has been
more than keeping pace with the rundown in other
European steel industries, and since the end of 1978
the BSC has accelerated out in front with its proposals
for a massive and very rapid contraction by August 1980.
In the third guarter of 1979, capacity utilisation was
73 per cent in the UK, 70.9 per cent in West Germany,
69.1 per cent in France and 68.6 per cent in Italy;
other European countries therefore have a larger
amount of unused capacity. Rather than making a
disproportionate contribution to the restructuring
plans, the Government should seek to release funds from
the EEC regional and social funds, which the EEC
Commission has recently suggested have not been fully
tapped by the UK Government and which would be used to
. achieve a more acceptable time-scale for cost reduction.

Al There would appear to be three general headings
under which EEC funds might be discussed. First, there
has been some doubt recently about whether the UK
Government has made adequate applications under the
existing regional and social funds for help towards the
steel industry. Second, a new scheme is in the process
of being devised to provide additional help for the

steel industry across Europe, and from which the UK

could expect to benefit substantially. The scheme has
been approved by the Commission and the ECSC consultative
committee, but is being held up by the representatives of
some member states, including the UK. Third, there is a
more long term plan for a special facility for the UK to
help offset some of the UK's net budget contribution to
the EEC.

12 Two general points seem to emerge out of the EEC
aspects. First, part of the Government's reluctance to
recelve finance from the EEC stems from the fact that
aid under certain of the programmes requires the
Government to mateh € for £ any money recelved from the




EEC. But under any interpretation, receiving a € for
every £ spent is a cost effective method of committing
public finance. Secondly, it is obvious that the UK's
net contribution can be reduced only by radical new
measures. It is therefore most surprising that the
Government has not been more rigorous in pressing aid
schemes - such as to depressed regions and basic
industries in recession - in areas where the UK would
be bound to benefit, especially given its general
stance on the EEC Budget, which the TUC supports.

= The Government should pursue the issue of
extra EEC funds for the steel industry and
steel orders as a matter or urgency.

COKING COAL IMPORTS

13 The Committee met BSC and NCB representatives on
January 10 and there was a substantial amount of agreement
about the facts of the matter and the actions needed to
resolve the problem. The BSC has options to import
another 1.3 million tonnes of coking coal which it may
take up shortly, in addition to the 4 million tonnes it
has contracted to import in 1980. Should it do so

there would be a major threat to NCB coking coal pits

over and above that posed by BSC's closure plans,
including about 7 pits employing about 7,000 people in
South Wales alone. Moreover, if the BSC becomes captive
to foreign coking coal, then BSC's foreign suppliers would
be free to raise their prices substantially. The NCB

and BSC have agreed that £33 million is enough to offset
the need for BSC to take up these options. The NCB

can at present provide about £15 million of that from
within its own resources, leaving a shortfall of about

£18 million. The NCB could provide more from its own
resources only if raised prices or cut its investment
programme, neither of which

14 France, Belgium and West Germany all subsidise
their domestic coal industry which indirectly subsidises
their steel industry. Only West Germany is a significant
coling coal producer in the EEC besides the UK, however,
though France andLuxembourg use heavily subsidised German
coking coal. The rules of the European Coal and Steel
Community allow member states to subsidise their domestic
industries so as to reduce the price for their domestic
coling coal to world price levels. Germany is a high
cost producer and, therefore, provides a large subsidy

to bring prices down to the world price level. In 1978,
West Germany provided £11.0 a tonne of subsidies to

its coal industry, as compared with the UK's €1 a tonne.
It has been estimated that in 1978 the West German
government provided its steel industry with €220 million
indirect support through subsidised coking coal. The UK
is a low cost producer in EEC terms and therefore can
provide only a modest subsidy to its industry under EEC rules.
However, the UK does not provide even the maximum amount
of subsidy allowed under ECSC rules, so that the UK coking
coal industry is vulnerable to imports and the BSC has

to operate at a disadvantage compared to its EEC competitors.
There are also various ECSC aid schemes, such as for
marketing, transport and research, which the UK does not
seem fully to have tapped.




Other EEC countries, notably West Germany,
subsidise their coking coal to a much
larger extent than does the UK.

The Government should be prepared to exert
maximum pressure in the EEC to secure
financial aid for the coking industry.

The £18 million required to prevent BSC

taking up its extra options is a small sum
compared with the damage that would be done
to the coal industry by additional imports.

DL/DT/EA
February 1 1980
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Background L SRy ek, s DEA.

1 The Nationalised Industries Comk{&tée held a special
meeting on January 10 in order to discuss the British Steel
Corporation's plans to import more coking coal and the state-
ment on BSC's closure plans which had been adopted by the
Steel Committee that morning. The NIC decided that an urgent
meeting was needed with relevant Ministers to discuss these
matters further.

|u

2 Among the points of general application to the
nationalised industries the Committee believe:

- that adjustment of cash limits should take
account of the time scale of industrial
operations and should not encourage a more
rapid industrial restructuring by the
industries than can realistically be achieved;
while industry, public and pri e, must
operate within financial disciplines, it is
not part of good commercial practice for
these disciplines to be inflexible in the
face of changing circumstances; .

furthermore during the recession, the
need to maintain the country's industria
base, not least in order to he able to
meet the future upturn in demand without
encountering a flood of imports; and

that there are good grounds for considering
i tment projects in the public sector of
e which the Govern-
al'rl which provides
means of maintaining economic ac¢
- a tolerable level.

BSC CLOSURE PROPOSAL

Employment

3 The BSC produced 17.3 million tonnes of liguid steel

per annum (mtpa) in 1978-79. 1In December the BSC announced

that it planned to effect a guick reduction in manned capacity
from 21.6 mtpa to about 15 mtpa. BSC's plans implied a r-ﬂuctlow
of its workiforce om 152,000 to 100,000 ov a short

with 18,000 of this 52,000 r iction being al 1y

(mainly through the zlosures of Shotton, Corby and

OFf the remaining 32,000 job losses 12,000 were to be d(th“LJ




through productivity improvements, and about 20,000 through
output reductions, mainly by the closure of Consett and
Hallside and by radical cuts of output and employment in
South Wales. The plants now being affected by the proposals
are modern and efficient as a result of investment in the
recent past. The announcement of these proposals has been
accompanied by, at best, token consultation with unions

and workforce and, at worst, by the mere communication of

a decision without consultation.

4 The BSC's contraction is in part a function of the
worldwide recession. However, world steel demand has increased
over recent years, though the increase has generally been
taken up by the expansion of steel making capacity in newly
industrialising countries. Hence steel making capacity

in the EEC countries has contracted. MNevertheless, there

are clear signs that the BSC's current proposals are based

on very pessimistic assumptions. For a start, in the wake

of the high value of sterling, the BSC has virtually abandoned
its export markets, which will be difficult to regain in the
future. Other EEC countries are much more aggressive in
competing for exports. In 1978-79, the UK at 73% of capacity
produced 104% of home demand; West Germany at 60% of capacity
produced 128% of home demand; and Belgium and Luxembourg at
63% of capacity produced over 400% of home demand. Secondly,
it has just been noted that many EEC countries produced much
more than home demand, and as is elaborated below, the

BSC is contracting below any demands or expectations made of
it by the Davignon plan. Thirdly, no action is being taken
on the underlying cause of the UK steel industry's problem,
namely the flood of imports in the 1970s of steel using
manufactured goods (notably cars). Fourthly, the BSC's
excessive contraction is likely to open up the home market
even further to foreign steel which, sold at highly subsidised
prices, will be difficult to dislodge.

5 The BSC's proposed contraction will have a

and %mmediate knock-on effect on a range of induztrizzr;ﬁgs

services. lMoreover, it will be concentrated in already

degrcssed areas where a diversified alternative industrial

;‘:)nf Qiénnxéllzvmfnna\‘lsérr;ltuxe will emerge only after a number of years at best.
wle, h es the PSC now proposes to shed about 11,250 jobs by

August 1980 at Llanwern and Port Talbot alone. The NCBI v

has estimated that about 8,500 NCB jobs at 10 vits in

South Wales would be lost immediately. There will also

pe severe implications for a range of supplying and ancillar

indsutries, such as coking ovens, faundriés, the engineering

indu§try and transport; for example, over 75% of the freight

carried by British Rail in South Wales is steel or coal,

so'that BSC's plans will entail greater subsidies, higher

prices or further redundancies in another part of the public

sector, British Rail. The immediate associated job loss

i@ these other industries in South Wales has been conserva-

tively estimated at 20,000. Taken together then, BSC's




.plans suggest a short term job loss in South Wales
conservatively estimated at between 40,000 and 50,000
which would take reaistered unemployment in the whole
of Wales to above 10% as compared with the present
level of 7.9%. To countenance increased unemployment on this
scale is to show a blind unconcern for the suffering that
will becaused and to risk severe social and industrial
consequences.

- The actions the Government has so far
proposed to alleviate unemployment are
completely inadequate in the face of an
increase in unemployment on this scale.

The BSC's time scale for contraction is
too short, in terms of both the effects
on the inhabitants of the areas concerned
and the need to encourage alternative
employment.

Comparisons of Government Support at Home and Abroad

6 During the recession most steel industries received
direct and indirect support from their governments in order
to preserve capacity for the upturn and to mitigate the
social costs of contraction. During the crisis all EEC
governemnts have provided support for their steel industries,
and this support is in many cases (eg Belgium and Germany)
being renewed, not ended. This support is either direct

through capital write-offs, soft loans, deferred interest
payments and the provision of equity capital with no
expectation of dividends; or indirect, through subsidising
coking coal and freight charges.

7 For example, in France the government has taken

equity capital in the main steel companies which have been
effectively subsidised because the government has no expecta-
tions of dividend payments on these share holdings. More-
over, the funding payments on expenditure and revenue losses
has been generally done through state financial interests,

which have in many cases either written off the debt or waived
interest payments. In Belgium, the government has again

taken equity holdings with no expectations of dividend payments.
More importantly, it has largely financed on soft terms

(eg loans at 1% interest rates) the massive investment
programme which the Belgian steel industry has undertaken.

In West Germany, there have been federal grants and soft loans
to the Saar Industryj capital subscription to cover the losses
of Peine-Salzgitter; and state qovernment grants for expenditure
in the Bavarian and the Mord-Rhein West €allen industries.
Additionally, the major companies in Belgium, France and Italy
are not forecasting break even hefore the end of 1981, Moreover
many governments (such as the Cerman and Prench) contribute to
expenses such as R&D, education and training which the BSC

has to meet out of its own resources. The total subsidies




paid by the West German government to its steel industry in
1978 have been estimated at £600 million, or about £15 per
tonne of steel output. The Industry Secretary has recently
argued that wealthy countries such as West Germany have the
resources to subsidise their steel industry, whereas the UK .
does not. This argument completely undermines the Government's
industrial policy. Previously the Government argued that
subsidies prevented successful industry. Now that the Govern-
ment has learnt the facts about other countries' subsidies, it
is claiming that subsidies are a fruit of successful industry.
On the latter argument the Government can have no objection

in priciple to maintaining support to the BSC.

- In the light of the support given by other
Governments to their steel industries, foreign
steel industries will be able to charge
cheaper prices for their steel.

8 The Government has instructed BSC to break even by
1980-81. In 1978-79, the BSC made a loss of £309 million.
This was more than accounted for, however, by £111 million

of depreciation charges and £208 million of interest payments.
The BSC has not had a capital reconstruction since 1972-73,
since when many of its Buropean competitors have had the
benefits of a capital reconstruction. The 1978 White Paper
on the BSC recognised the need for a capital reconstruction,
especially given that the BSC is bearing the charges

entailed by the early 1970s investment programme which has
not produced the return expected. The lack of a reconstruction
is preventing a return to viability at a reasonable output
level.

- The BSC is bearing interest and depreciation
charges not related to its present output
and immediate plans.

There is a need for a major capital recon-
struction which will bring the BSC into

line with its European competitors and which
will alleviate depreciation and interest charges.

9 The TUC has always accepted that BSC cannot be allowed
to make losses on an unlimited scale and for an unlimited time.
The Steel Committee have also accepted that the trade unions

in the industry can play a major contribution in bringing down
BSC's costs and improving performance over a whole range of
factors. The unions concerned are prepared to enter into
immediate discussions with the BSC on the reduction of costs.




e

= The Government should acknowledge the fact that
the break even target is now unrealistically
close and be prepared to provide the finance
necessary to allow a constructive approach to
the reduction of BSC's costs.

EEC Support

10 As already noted, all EEC Governments support
their steel industry, directly and indirectly.
Moreover, EEC figures suggest that the UK has

already been making a more than adeguate contribution
to the Davignon restructuring plans. For example, in
the fourth gquarter of 1978, the UK was given a quota

of 2.27 million tonnes of finished steel production
under the Davignon plan in seven specialised steel
sectors, yet produced only 2 million tonnes; this
concern to stay within quotas has not been

shared by all member states. Between 1974 and 1978,
the UK reduced its steelmaking workforce by 15.7 per
cent, compared with 13 per cent in West Germany, 16.7
per cent in France and nil reduction in Italy. So,

up to the end of 1978 the UK steel industry has been
more than keeping pace with the rundown in other
Eurcopean steel industries, and since the end of 1978
the BSC has accelerated out in front with its proposals
for a massive and very rapid contraction by August 1980.
In the third guarter of 1979, capacity utilisation was
73 per cent in the UK, 70.9 per cent in West Germany,
69.1 per cent in France and 68.6 per cent in Italy;
other European countries therefore have a larger

amount of unused capacity. Rather than making a
disproportionate contribution to the restructuring
plans, the Government should seek to release funds from
the EEC regional and social funds, which the EEC
Commission has recently suggested have not been fully
tapped by the UK Government and which would be used to
achieve a more acceptable time-scale for cost reduction.

151 There would appear to be three general headings
under which EEC funds might be discussed. First, there
has been scme deoubt recently about whether the UK
Government has made adequate applications under the
existing regional and social funds for help towards the
steel industry. Second, a new scheme is in the process
of being devised to provide additional help for the

steel industry across Europe, and from which the UK

could expect to benefit substantially. The scheme has
been approved by the Commission and the ECSC consultative
committee, but is being held up by the representatives of
some member states, including the UK. Third, there is a
more long term plan for a special facility for the UK to
help offset some of the UK's net budget contribution to
the EEC.

12 Two general points seem to emerge out of the IEC
aspects. First, part of the Government's reluctance to
receive finance from the EEC stems from the fact that
aid under certain of the programnes requires the
Government to match € for £ any money received from the




EEC. But under any interpretation, receciving a £ for
every £ spent is a cost effective method of committing
public finance. Secondly, it is obvious that the UK's
net contribution can be reduced only by radical new
measures. It is therefore most surprising that the
Government has not been more rigorous in pressing aid
schemes - such as to depressed regions and basic
industries in recession - in areas where the UK would
be bound to benefit, especially given its general
stance on the EEC Budget, which the TUC supports.

= The Government should pursue the issue of
extra EEC funds for the steel industry and
steel areas as a matter or urgency.

COXING COAL IMPORTS

13 The Committee met BSC and NCB representatives on
January 10 and there was a substantial amount of agreement
about the facts of the matter and the actions needed to
resolve the problem. The BSC has options to import
another 1.3 million tonnes of coking coal which it may
take up shortly, in addition to the 4 million tonnes it
has contracted to import in 1980. Should it do so

there would be a major threat to NCB coking coal pits

over and above that posed by BSC's closure plans,
including about 7 pits employing about 7,000 people in
South Wales alone. Moreover, if the BSC becomes captive
to foreign coking coal, then BSC's foreign suppliers would
be free to raise their prices substantially. The NCB

and BSC have agreed that £33 million is enough to offset
the need for BSC to take up these options. The NCB

can at present provide about £15 million of that from
within its own resources, leaving a shortfall of about

£18 million. The NCB could provide more from its own
resources only if raised prices or cut its investment
programme.

14 France, Belgium and West Germany all subsidise
their domestic coal industry which indirectly subsidises
their steel industry. Only West Germany is a significant
coking coal producer in the EEC besides the UK, however,
though France andLuxembourg use heavily subsidised German
coking coal. The rules of the European Coal and Steel
Community allow member states to subsidise their domestic
industries so as to reduce the price for their domestic
coking coal to world price levels. Germany is a high
cost producer and, therefore, provides a large subsidy

to bring prices down to the world price level. 1In 1978,
West CGermany provided £11.9 a tonne of subsidies to

its coal industry, as compared with the UK's £1 a tonne.
It has been estimated that in 1978 the West German
government provided its steel industry with £220 million
indirect support through subsidised coking coal. The UK
is a low cost producer in EEC terms and therefore can
provide only a modest subsidy to its industry under EEC rules.
However, the UK does not provide even the maximum amount
of subsidy allowed under ECSC rules, so that the UK coking
coal industry is vulnerable to imports and the BSC has

to operate at a disadvantage compared to its EEC competitors.
There are also varicus ECSC aid schemes, such as for
marketing, transport and research, which the UK does not
seem fully to have tapped.




EC countries, notably West Geriany,
subsidise their coking coal to a much
larger extent than does the UK.

The Government should be prepared to exert
maximum pressure in the EEC to secure
financial aid for the coking industry.

The €18 million required to prevent BSC

taking up its extra options is a small sum
compared with the damage that would be done
to the coal industry by additional imports.

DL/DT/EA
February 1 1980
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NOTE OF A MEETING WITH A SPECIAL DELEGATION FROM THE NATIONALISED
INDUSTRIES COMMITTEE OF THE TRADES UNION CONGRESS: HM TREASURY:
2.45 P.M., THURSDAY, 318T JANUARY, 1980

Present:

Chancellor of the Exchequer Hon. Lionel Murray OBE
Secretary of State for Industry Frank Chapple
Secretary of State for Employment . Moss Evans
Secretary of State for Wales . David Basnett
Parliamentary Under Secretary of . Heetor Smith
State for Energy Bill Sirs
Ryrie . Joe Gormley
Monck . David Lea
P.G. Davies Bill Callaghan
Wiggins Mr. D. Delay
M.A. Hall Mr. D. Thomas
P. Ridley - Department of Mr. B. Barber
Industry
J. Cohen - Department of
Industry
Craig - PS/Secretary of
State for Wales
West ) Department of
Smith ) Employment

The Chancellor of the Exchequer welcomed the TUC, and
introduced his colleagues. He invived Mr. Chapple to expand
on Mr. Murray's letter of 23rd January.

20 Mr. Chepple thanked Ministers for the speed of their response
to the TUC's request for a meeting. Mr. Murray had enclosed with
his letter two unanimous statements by the General Council, one

- — )
on steel closures and run-down, the other on coking coal. The

delegation had sought a meeting because of the urgency of these
issues. They were central to the economy as a whole. The TUC
shared the concern of the Nationalised Industries Chairmen that
the financial objectives being set for the nationalised industries
were in fact deepening the recession. The external financing
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1imit for the British Steel Corporation had been reduced from
£700 million in 1979-80 to £450 million in 1980-81. The
S—————— < =g - 2
Government was directly responsible for the social and industrial
consequences of this sharp cut. No other Government in Europe
was trying to turn round its steel industry so fast. The Germans
in particular were subsidising steel to the tune of hundreds of
gl
millions of pounds per year. The ECSC permitted subsidies to

domestic European coking coal industries. Eurcopean Governments
were trying to protect their industries against the recession and
protect their home market against imports. Steel would be a
vital industry in the 1980s.

s BSC had announced their closure proposals and their timing
through press notices. There had been no consultation with the

unions concerned. The operative dates in the case of Llanwern
it

and Port Talbot were as early as March. This unilateral action
was entirely against the co-operative spirit which had been
built up over the years between management and unions in the
steel industry. Wales would be hard hit, but other areas of
the country were affected too. The challenge faced by the
Government was on the scale of problems in the 1920s. The
Government must be prepared to oil the wheels. In doing so,

it must take advantage of everything the EEC had to offer.

The TUC shared the Government's view on the absurdity of the
Common Agricultural Policy and our disproportionate contribution
to the EEC Budget. Why then was the Government not maximising
its receipts from available funds? Emphasising that the TUC
regarded this meeting as a vital one, Mr. Chapple invited

Mr. Murray to develop the argument further.

L. Mr. Murray laid stress on the gravity of the situation.
There was a growing sense of outrage, frustration and resentment
in the union movement. South Wales was the most conspicious
example. The TUC had had only partial success in restraining
their Welsh colleagues' militancy. But the sense of deep wrong
was not confined to Wales. The TUC and the Government shared

a responsibility to cool things down. Otherwise there was a

= Gl e
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risk that things would get out of control, with unpredictable
consequences. This worried the TUC. They could not be confident
of maintaining order and discipline.

5. He felt a growing sense of apprehension at the extent and
speed of the steel closures. The effects would be widely felt. The
Government acknowledged their responsibility to take account of

the economic and social implications of such a rapid rundown
programme, and the unions must have a proper opportunity of respondin|
against that background, to the BSC's proposals. Mr. Murray

appealed to Ministers to take seriously the TUC's concern.

The mood of outrage in South Wales, could easily

spread. An orderly means had to be found of dealing with the
consequences of the present problems in the coal and steel
industries. Time was of the essence.

6. The Chancellor of the Exchequer said that the speed of the

Government's response underlined their own concern over the steel
industry and for South Wales. The gravity of the problem had
been heightened by past failures to tackle these problems soon
enough. As regards financial targets for nationalised industries,
there was no escape from setting targets in either the private or
public sector. Achieving those targets depended on maintaining
competitiveness. He readily accepted the distinction between
providing external finance for productive investment, and
subsidising losses. But targets were still needed.

T The Chancellor accepted that the Government had a
responsibility to help people to cope with the consequences of
economic change.

8. As far as the EEC was concerned, to the best of his
knowledge the UK had applied for all the help which was available
from existing facilities. TFor the most part, however, the

position was that under ECSC rules Member States were themselves
allowed to provide subsidies, i.e. aid from the Community took
the form of a permissive regime on subsidigs.
=5 =
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9. The right level of productive capacity was a matter for
discussion between the BSC management and the unions concerned.
It clearly depended on the level of demand for British steel
This was not a decision for the Government. Mr. Chapple asked
why the British Government was not prepared to protect the

domestic industry up to our own potential consumption or the permitted
. ry . s et

ECSC limit (21 million tonnes per year). Sir Keith Joseph said

gt ol

that also though world demand had risen during 1979, UK demand

had fallen. There had been import penetration because of problems
over the quality, price, and reliable delivery of British steel.
The result was a falling market for the British industry. BSC's
plant was modern. Once the present problems were overcome, he
envisaged an exciting and profitable future for the industry,
based on high pay and high output. Unless we put our house in
order now, we would eventually have to face our competitors with
an even smaller industry. We could not escape the fact that they
were accelerating away from us.

10. Mr. Chapple said he did not accept the Secretary of State's
assessment of BSC's competitiveness. This unhelpful comparison
derived from the way in which BSC allocated its costs. Mr. Prior
said that steel users liked to have an alternative source to

the BSC. There was a need to examine scope for more second
sourcing from British producers. No-one wanted 4-5 million tonnes
of steel imports if this could be avoided. Mr. Moss Evans
wondered why second sources were required if demand was so low.

alily Mr. Sirs argued that if productive capacity were

reduced to 15 million tonnes per annum we should be

unable to supply our own demand. 20.2 million tonnes (in 1977)
was the lowest ever total British production. The taxpayer was
funding new investment, not subsidising steel workers. The ISTC

had given full co-operation to streamlining the industry over the

years, Investment had been massive. He could not accept

that steel was imported on grounds of quality. He

had himself seen very poor steel plate on the docks. We had four

excellent plate mills, all on short time and all ready to deliver
=l
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promptly. The fact was that imports were gaining a hold because

of price advantage. Other countries provided trading subsidies -
on coking coal, on other fuel, and on transport. BSC's competitors
could sell more cheaply because of these subsidies. The Corporation
should not have to carry investment costs on its balance sheet.
British labour costs were the lowest in the world.

125 The Corporation's plant was new. Wages had fallen from 33 per
cent to 28 per cent of production costs, the manning of productive
processes was low compared with our competitors, and hitherto

the industry had been free of labour disputes. (He was greatly
distressed at his involvement in the present one.)

13. At present the BSC was operating at 73 per cent of a capacity
which could supply 104 per cent of national needs. Germany, at

66 per cent,of a capacity which covered domestic demand by

136 per cent. Yet the Germans were not, as we were, closing

down effective plants. Previous Governments had laid the
foundations for an efficient British steel industry. But time

was needed for the investment to come good. Not all the new
investments had been successful.

14. The Chancellor said he did not for one moment doubt the
earnestness of the TUC's representations. But looking at industry

as a whole, it was vital to lower interest rates. This in turn
meant reducing the PSBR. &4} billion had gone into

the steel industry over the U-5 years, including public dividend
capital, on which interest was not paid. The £600 million
combined deficit of the coal and steel industries was worth
something like £1 per week on the retirement pension or on

child benefit. It was not in the Government's power to control
the size of the UK market. Mr. Sirs disagreed. By giving
operating subsidies Governments could influence markets. Of

the £U450 million external financing limit in 1980-81, £287 was
earmarked for closures. Why not on operating subsidies instead,
to hold up our home market?

Ly
CONFIDENTTIAL




CONFIDENTIAL

15. Mr. Gormley said that in 1960s the coal industry had faced
a similar challenge. It had emerged successfully. The speed of

restructuring was a crucial factor. The steel closure programme
was being conducted with 'indecent hastéd. The coal industry had
been able to rundown successfully because of job opportunities
elsewhere. Now there were no alternative jobs. There must be
consultation with the unions over the speed of closures.

16. Mr. Murray agreed that we must face the facts, but we must
face all of them. New international competitors and the worldwide
recession were clearly having an adverse effect on the steel
industry. The Government faced a problem. He accepted that
resources were limited. But the Government had to make Judgements,
and must take account of the social and political consequences

of such a rapid closure programme. Why for instance was the BSC
required to break even by 1980-81, a more ambitious target than
was set for any of the steel industries in Europe? Sir Keith Joseph
said that the BSC board had originally said they would break even
in 1979-80, and Mr. Varley had concurred in this target. The
Germans and Duteh industries had moved from loss to breakeven

or profit over the last two years.

17. Mr. Basnett noted that the Government accepted the need for
consultation over the present problems, and its role in "lubricating"
the painful transition. The Government must also ensure that the
unicns were properly consulted about the timescale. There are
also other things the Government could do. They should, for
example, take full advantage of EEC rules in subsidising coking
coal. They should look carefully at the availability of existing
EEC aids. The cost of BSC's capital was a problem susceptible
to solution by the Government. He accepted that targets were
necessary. But they need not be inflexible. No private company
would adopt such a rigid target as nationalised industries were
obliged to accept. Redundancies in steel would have repercussions
throughout industry, and on all trade unionists. 10 per cent of
coal workers, 20 per cent of boiler makers, 3 per cent of
mzchanical engineering workers, and 10 per cent of rail freight
S
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depended ! on steel. Failure by the Government to act would
store up problems for the Government.

18. The Chancellor said that parallels with other countries were
misleading. Germany was very much richer than the UK and hence
had more resources to alleviate recession. He repeated that the
Government was claiming to the maximum on all available EEC funds.
And he still felt that discussion on the timing of closures
should be between the BSC management and unions. The Government
was happy to discuss the underlying facts with the TUC, since
there appeared to be some disagreement e.g. on productivity.

Mr. Sirs commented that the previous Conservative Government ard
the Labour Government had been involved. No Government could
escape some degree of involvement. The Chancellor, referring

to the remedial measures taken over Shotton.said he accepted the
Government's responsibility in this area; but the Government

was not concerned with decisions over e.g. price and quality.

19. Mr. Gormley again appealed to the Government to "put the
brake on" and Mr. Chapple again urged Ministers to take seriously
the TUC's warnings about the social consequences in South Wales
of the closure programme. Sir Keith Joseph noted that the BSC

had in fact discussed the three South Wales options with the unions.

They had acted on the unions'choice, i.e. to keep both Port Talbot
e——

and Llanvwern operating at reduced capacity. Mr. Sirs said there

had nevertheless been no consultation at national level. Mr. Evans
noted that the three options had respecti;;I;-:;;;ETEE 15,000,
13,000 and 11,000 lost jobs. The local unions had naturally
chosen the option which would destroy fewest jobs. Any of the options
would have a devastating effect on South Wales. The social and
political consequences of BSC's plans had to be faced up to.
Time was needed to discuss possible alternatives. Alternative
employment and retraining were needed. It was no help at all
to rush. Tt was not only the trade unions who were worried about
the impending chaos. The Government must not take a purely
economic view. People, jobs, and the environment were equally
important.
==
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20. The Secretary of State for Wales noted that the problems

were now_more serious because of earlier Government interference.
s

He had himself argued with colleagues many of the points put by
the TUC today. But would delay help? The central issue was
future production levels, not the timing of closures. The
Chancellor denied taking a narrowly economic view. The human
implications were of obvious relevance. There clearly was room
for sensible talks to take place about the future structure

of the industry and about remedial measures. But he too did not
see how delay could help.

21. Sir Keith Joseph noted that some 18 months ago five-and-a-half
thousand jobs were lost at East Moors and Ebbw Vale. Now there
were less than one-and-a-half thousand unemployed. This was

far from ideal; but it showed that much could be achieved.

Mr. Murray thought the figures gave little cause for satisfaction.

22. Mr. Hector Smith said that the BSC had lost many orders
through systemetic denigration of the workforce by management.
Only 10 years ago there had been talk of reducing capacity to
38 million tonnes per annum by 1980. Now we were talking about
15 million tonnes. His faith in British steel and British
steel workers was untarnished. The Government should "remove
the incompetent managers" of BSC. And they should stop imports
of ccking.coal. South Wales produced the best in thé world.
Mr. Chapple agreed. He noted that the EEC permitted subsidies
to coking coal. If Germany was richer than we were, there

was all the more reason for us to be subsidising our coal and
steel industries. Had we put enough pressure on the EEC to

do more for our coking coal industry? And was the Government
prepared to give a £18 million subsidy to enable the NCB to
sell coking coal to the BSC at an economic price?

23. The Parliamentary Under Secretary of State for Energy said
that at the last tripartite meeting on the coal industry the

Government had agreed to retain a very large investment programme
in the coal industry as a whole. They had also agreed to
= £} e
CONFIDENTIAL




CONFIDENTTIAL

a coking coal grant, and the increase in oil prices should now
give NCB enough room to subsidise coking coal. The way was open
to the NCB to provide this subsidy from their own resources,

if they considered it commercially advantageous. He did not
think the Government should be expected to provide further funds
to the NCB. Mr. Gormley defended the NCB's refusal to use its
own funds for the purpose. This would be eating the "seedcorn'.
It would be tragic tO 1lose the South Wales pits which produced
coking coal. We should be gquite unable to respond to any upturn
in world demand.

2L, Mr. Prior suggested that Mr. Gormley was concerting pressure

on the Government along with Sir Derek Ezra to extract the

§£18 million. Sir Derek was well aware that he could not in any
case close the South Wales pits. He suggested that the TUC
speak jointly to Sir Charles Villiers and Sir Derek Ezra.

25. Mr. Murray pressed Ministers on whether the Government was
doing everything it could within ECSC rules to help the coking
coal industry. He then put four guestions to the Government: -

(1) was the Government prepared to consider
urgently how time could be bought to ease the
social and economic consequences of the
closures programme?

(ii) Was the Government prepared to foster
genuine consultations between the BSC and the
TUC on closures?

(iii) Was the Government prepared to join the
TUC in a rapid exercise to identify possible
sources of EEC funds?

(iv) Would the Government consider what might
be done on coking coal, including "banging the
heads together of Sir Charles Villiers and
Sir Derek Ezra.
g
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26. Mr. Chapple said the TUC needed to make a statement to the
trade union movement in order to keep control of the situation.

27. The Chancellor said this had been a useful exchange, and
both sides had a better understanding of each other's points of
view. They had a common appreciation of the economic, social
and political aspects of current problems in the two industries.
Some of the points discussed had been fundamental. He would like
to consider the TUC's arguments with his colleagues. Sir Keith
Joseph said he appeared not to have convinced the TUC that the
interests of the workers in the steel industry were best served
by improving competitiveness. He did not want to give the TUC
the false impression that the Government would press BSC to
alter the timing of its closure plans. He understood that
consultation over the method and scale of the rundown, and on
compensation, would resume when the strike finished. He also
understood that discussions were in progress between Sir Charles
Villiers and Sir Derek Ezra over the quality and price of
coking coal to be supplied to the BSC.

28. On the third of Mr. Murray's questions, the Chancellor said
that the Government agreed to a joint study with the TUC to
establish the facts on whether the UK was maximising its take
from existing Community programmes. Mr. Murray pressed for the
inclusions of "potential® progran. es, and the Chancellor agreed.
From the discussion which followed, it seems likely

that in the course of this study the Govemrnment will be pressed
to explain why it voted against the Vredeling proposals on steel
closures, including short time working arrangements, at a recent
meeting of the Council of Ministers. Ministers were also
questioned by Mr. Gormley about their attitude towards the Economic

and Social Committee's "own initiative" opinion on industrial
restructuring (September 1979).

29. On Mr. Murray's fourth question, on coking coal, Ministers
said they would do what they could to secure discussion of the
subject between the Boards of the BSC and NCB.

= Atloy =

CONPIDENTIAL




CONFIDENTIAL

30. There was some discussion of Mr. Murray's second question,
on consultation over closures. Sir Keith Joseph said that it
was not his duty as Secretary of State to interfere with the
management of the industry. But he did accept responsibility
for dealing with the social consequences of major decisions by
management. He hoped that consultation would resume as soon
as the strike was over. The trade union side argued that he:
had a statutory duty to ensure that consultation takes place.
Exercise of this duty would not constitute interference in
management. Mr. Sirs referred to the injunction he had taken
out against the BSC management to enforce consultation. The
Chancellor said that the Government would remind the BSC of
their statutory obligations, in the light of their concern for
the competitiveness of the industry, for the taxpayer, and for
the social consequences.

31. Closing the meeting, the Chancellor said that the two sides
should look for other ways of clearing their minds on the facts.
The Government was willing to meet the TUC "on any issues that
made sense". He suggested further meetings to take the discussion
further. Mr. Chapple confirmed that the TUC had no objection to

a further meeting. No date was fixed.

32. The meeting ended at about 5.15 p.m.

/ZM

(M.A. HALL)
1st February, 1980
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TIONALISED

« ON 31 JANUARY

Te The origins of the meeting lie in the Welsh TUC's reactions to BSC's

for reducing output and manning in South Vales and to the threat from im
coking-coal to Welsh pits. The Department of Employment 's note at Annex A
explains the situation and concludes that although ar

strike" is certainly not foreseeable, a risk of disruptive strike action re

If this happens, it might have a wider geog than the South Wales
dey-of-action on 28 Jan:

2. Mr Murray's letter of 23 January to the Chancellor and the attached state-
ment of 10 January on steel closures sts that the subjects set out in para 3

below will be raised. In paras 8 & 9 of the statement the TUC Steel Committee

urges that discussions should be started either with the Government or BSC with

gbjective of maintaining Port Talbot and Llanwern as integrated works,

and . . . Consett on a similar basis'.

The statement goes on to say that this, together with coking-coal imports, consti-

tutes "a continuing agenda' to be pursued “at TUC level'y in view of:
Weerious industrial consequences if a TUC General Council did not consider

the talk led to any reasonable accommodation''.

The 1ist of subjects probably includes:

a) general nationalised industry policy end financial problems;

b) {financiel basis of BSC's operations (including comments on the financing
of similar industries in other ECSC countries);

¢) steel closures and de-manning;

4) employment consequences and remedies;

o) coking-coal imports and cubsidics for South Weles coal from the

Conmmanity o= the Government.
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sted below that you should touch on (a) in your opening romar Mr Furray

and his colleagues are likely to raise (b) to (d). The following paragraphs cover

at of i

some ealient pointe on these subjects and refer to fuller briefs in tlve Anne

No canc iong s tance are recommended, though Miniwg 5 could be forthcoming

E ——e - I
measures (para 16 bel ——

The TUC Nationalised Industri

4.  The Chairman is Mr ¢ Chapple and the other members ave listed at the end of

Mnnex A. As the Committee covers highly profitable ini ries like gas, where pay
negotiations are currently going on, it would be preferable to avoid suggesting that

e e e e
the size of pay incremses should reflect the profit/loss position of each industry.
—

This should not be difficult, as your letter to lr Murray has already ruled out dis-

e T

cussion of the steel p pute. Another subject best avoided is any comparison of
i e e

the time-scale for reaching break-even for the steel industry (1980/81) and the coal

industry (1983/84). The Committee is likely to argue that the Government's cuts in

finance for the nationalised industries, particularly as expressed in cash limits,

demage output, investment and employment, raise prices, and add to ports (e.pg. coki

coal), and play an undesirable part in pay negotiations. the C men)they thi

the Government is giving excessive importance to the objective of reducing the PSBR.

55 The TUC Nationslised Industries' Committee has occasional meetings with the

Nationalised Industries' Chairmen's Group. If Ministers reject the proposals of
the Nationalised Industries'! Committee but do not want them to go away entirely empty-

handed, we suggest that Ministers should * consider offering te have meetings

just as they do with the Chairmen's Group. There

——

ment on future weetings would Le at least a positive point to give the Prass at

of this meeling.




You might open by

a) You have 1 .‘ MIGs Teque

will ensure the I UC Nationalised Industric
or ground that nationali

profitable and not protected from the

bution to the natio

¢) As Chancellor you are inevitably concerned with the total finance provided

to the industries, thoupgh you recognise the important disting their
————

borrowing for profitable investment and subsidies to meet loss

up a point on which the TUC Nationalised Industries' Committee and the Ch
th feel very str Ya)

d) The Government is anxious to remove or reduce subsidies (over £1 billien in
e

1979/80 including British Kail and £600 million excluding BR). The problems of
(T
the loss-making industries are as bad and deep-seated as they are beca they

have not been tackled firmly the past. Progress towards eliminating these

subsidies would of course mean le pressure on other and more desirable forms
_——
of public expenditure, whether on socizl pervices or on investment [inance for

————
—
the nationalised industries. contains figures on total external finance

for the nationalised industries in recent years and their total losses and gives
examples of other and preferable things that the money now spent on subs
could buy.
6A. The examples given are for broad illustrative purposes only, necessarily being
based on broad-brush assumptions rather than detailed economic of alternative
gituations in which the industri would not have turned in 1o
is hard to be prec sbout what alternative tax policies might have been followed in

such circumstances.

You could them iny Mr Chapple or Mp Murray to open for the

i I

| *both bodies e Adnm Dutler's
L the & cing of th
million ¢




AL EASTS OF BSC's CRERA ? ; WRE IN ECSG)

This subject will mostly be for Sir Keith Joseph to deml with.
Among points which Ministers will want to get across are the following:
a) It is not true that BSC is anywhere near making a profit before interest.
b) BBC hus invested more than any European competitor in recent years.
capital charges per tonne (depreciation plus interest) in 1978 were well
below those of its European competitors. On interest
alone (per tonne) it was near the middle of the ranpe. Since April 1978

its interest burden has fallen and BSC has been entirely financed by "soft

PDC! - more than £1% billion of it - on which no dividend is paid. /It is

——
effectively "free money' though that is not our public posture vis-4-vis the
Commission or the USA./

c) Some Europeon companies are either in profit or reducing their losses.

BSC's losses are not improving.

and
d) BSC's prices are higher than its competitors'/its loss per man is about

£1,800 a year.

@ illustrates points (a) to (c).

9. ﬁt is true that some European companies benefit from grants or subsidised
loans directly and also indirectly from subsidies to railways and domestic coking-
coal (down to import prices). It is extremely difficult to obtain hard and comparable
facts and officials do not have a comprehensive table of comparisons. Their strong
impression is, however, that Buropean subsidies qualify the comparisons made above

in degree but do not reverse them. NEDO have started work on a full comparison

which will in due course be available on the usual tripartite basis. Some facts

on coal subsidies are in Annex G./

=
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BSC's CLOSURES & DE-MANNIRG PROPOSALS

10. BSC's intended cutbacks in capacity and manning are not the result of

EKC directive but of its need to eliminate operating losses in the face of low
demand and uncompetitive costs. The Commission is encouraging the restructuring
of the Community steel industry so as to bring its capacity more in line with
expected demand and to improve its ability to face international comparison, but
has made no specific proposals to the UK, although it would no doubt question
State aids to the industry if they were not accompanied by measures to restore
viability. Of‘ L€l

19. BSC's statement about reductions in capacity last December made it clear

that its propusals were not a short-term reaction but based on its view of market

— —_—
prospects and the Corporation's viability in the medium term.

12. Its proposale are described ir Now that closure of the heavy-ends

at Corby and Shotton have been agreed, the main proposals are for South Wales,
Consett and Scunthorpe. /CONFIDENTIAL: Ministers have told Mr Sirs that they are
prepared to back disposal of Consett to the private sector, but BSC do not know

about this end DOI think this point cannot be used on this occasion./

Points to Make

13. Ministers will no doubt acknowledge the severity of the unemployment effect
of B5C's proposals and the need for remedial action (para 16 below). But they

can emphasige that the BSC Board's decision announced on 18 January - see back of
Annex D - to concentrate further consultation and discussion on a "slim-line option"
at both works in South Wales was in line with union preferences - not closing
either Port Talbot or Lisnwern but keeping "both . . . as integrated works! as
the Steel Committee ask in their paper of 10 January. If this option were adopted;
it would add to the spare capacity already available to the Corporation elsewhere

(3 million tonnes of liquid steel), though demand that BSC can meet profitably

does not st present seem likely to exceed 15 million tonnes

e e i




CONFIDERTIAL
1%. Ministers will not, however, want to intervene in the discuscions about
closures & nning which were going on before the strike between BSC and
the unions: (let alone agree to tripartite discussions or: to a two-year postpone-
ment as the Welsh TUC propo. 1f pri ed on the question of timing, Ministers
could say that this would no doubt be covercd in the discussions with BSC but
ssions to be resumed quickly

PRSI
¢ of one or other of the

they will want to & discu

if the slim-line option, as opp
N m—
plants, is to have a chance of remaining commercially viable.

e —————————————————
———— -

9. If the TUC ask for further discussions with Government of the closures
or de-manning propc and seenm to attach great importance to this, Ministers
might agree to a further meeting and exchange of views after the strike is over

and talks which BSC and the unions have re-gtarted. /BSC want the slin-line

proposals to be the basis of the lump-sum payments in South Wales./

L5
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IDIAL MEASURES

16. A working party of officials is conducting an urgent review of possible
remedial measures in Consett, Scunthorpe, Llanwern and Port Talbot. This will
take snother week or two to complete, but it is already clear that any ps

measures Will be on broadly similar lines to those for Corby and Shotton (see
Statements of 7 & 13 November last at Annex E). This round of closures or
de-manning raises a new problem - are the Enplish arcas being as fairly treated as
South Wales (for which Mr Edwards is likely to make a substantial bid for
additional funds)? The position of Consett is particularly difficult, because it
already has the top Special Development Area status and no upgrading of regional

status is available. The position on Community finance for remedial measures is
— S

described in Annex F.

Line to Take. Remedial measures are primarily for Sir Keith Joseph. Points for
Ministers to make a
a) The Government are examining urgently a package of remedial measures
on the lines of those already announced for Corby and Shotton.
b) A major element in such a package is likely to be some upgrading of
assisted area status where this is feasible.
¢) A programme of Government advance factory building in all 4 areas is

also being examined.

7=
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Detailed briefs by the Departments of Industry and Energy are in Anne

i the TUC note (right at the back of Murray's letter of 23 January) summarises

the situation.

18. It is the Government's policy that BSC's purchases of coking coal should be
made on commercial grounds. On average the NCB's coking coal costs are ebout

£8 a tonne more than imports and BSC ar that because of lower quality the real
cost to them of NCB coking cosl is double this amount. (The highest average costs
of production are in South Wales and their coal unlike other NCB coking coal is
not of suitable quality for diversion to the electricity market.) BSC has raised
its imports of coking coal at a time when its total requirements are falling from
about 10 million tonnes 1 year to about 9 million tonnes or less this year as

a result of reduced iron and steel-making (not of reduced capacity).

19. Negotiations are now going on between the BSC and the NCB over the price of
about 2 million tonnes of coking coal which would otherwise be displaced by imports.
The Department of Energy Ministers have agreed that within the finance being
vided under the financial strategy for the Coal Board recently approved by Ministers
there should be a grant for coking coal. But the Coal Board claim that it will cost
them some £33 million to reach an arrangement satisfactory to the two Boards, that
they cen only find £15 million of this within their financial provision and that
they nced a further £18 million either from the ECSC or from the Government. The
former is not likely to be a runner and the latter would be in conflict with
Ministers' financial strategy for coal. ZEOHI‘IDEITTII\L: BSC say that they need to
agree contracts for imports for this year by the end of next munlh_.7
Points to Make
20. a) It is common ground that BSC's own problems and finances should not be
made worse by the uncompetitiveness of NCB's coking coal in terms of quality
and price. (Geology is of course partly to blame but as a country ve must face
up to it that uncompetitive activities must either be made competitive or
stopped. MWe necd to break the habit of trying to solve such problems by rely-
ing on public expenditure - other people's money - rather than facing reality.

b) It is true that Germany and other countries in the ECSC provide very large

pubsidies for coking coal. But it is just not possible for this industry to

match every subsidy provided by countries that are overall more competitive

and co quently rrcner than us.

)" Tn Lhe GovERiEAY S Vaewan approach to ECSC for subsidies to

wouid be mest unlikely to succeed and if it did the UK would probably be a
net loger financially; such a scheme would be extended to Germany ana Belgium
and the cost would fall on meniber Governmentz. Such an cutcomz would uadess

CONFIDENTTAL
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our attempts to redice the great inequity of the size of the UK's net contri-
bution to the Community budget and to move towards a betfer balance of re

and contributions.

d) The Government has shown its commitment to the coal industry and

provided large sums of finance. A financial strategy has been agreed by
Ministers and the industry. Department of Energy Ministers have accepted
that coking coal subsidies should be provided within that total. It is now
up to the NCB to reach agreement with BSC out of the finance already provide
by Government or available from the market for cosl which is 50 much stronger
than the market for steel.

¢) There are several reasons for the fall in demand for NCB coking coal.
BSC's proposed closures are not the only reason. There is the problem of
quality and price; too often the geolo is not working in our favour. It
would therefore be misleading to ascribe all the job problems in the coking

coal pits, whether in South Wales or elseyhere, to BSC's proposed closures.

Conclusion of the Meeting & the Press

21.

And perha)

On the basis of this brief Ministers and the TUC might agree on:

a) Both sides had a useful chance to put across their points of view on

some major industrial and economic questions. (Bach side will no doubt
amplify their line to the Press.)

b) This improved understanding but did not produce any Vagreements' except
on the need for remedial measures (see para 16 above) where major closures
or de-manning are planned In the Government's
view many of the issues discussed are for the nationalised industries and
the unions to resolve. But this is not true of remedial measures and Miristers
1ple.}w bringing forward positive proposals.

¢) Ministers and the Committee will reflect on what has been eaid and in
future there will be further exchanges of view from time to time, just

there are exchanges between the Government and the Nationalised Industry

Chairmen.

= (5] =
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South Wales Strike Threat (D/E)

External Financing and Losss of the Nationalised Industries

and Mlternative Uses of the Money for Losss (Treasury)
Finances of B5SC and other Stcel Companies (attached, mainly DOI)
BSC Closure and De-Manning Proposals (DOI)

Statements on Corby and Shotton (Har

EEC Help with Remedial Action (DOI note)

Coking-Coal (DOI and D/En material)
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ANNEX A
SQUTH WALLS STRIKE THREAT e
Note by Department of Employment
On 17 December a meeting, arranged by the Wales TUC, of the moin unions
concerned agrecdto urge their union executives to approve a continuing strike
from 21 January seeking the suspeusion of the BSC's closure programme for
2 years, the dicmissal of tlie BSC's Chairmen and chief executives, a public
inquiry into the industry and an acceptable solution te the threat to Wales
pits from imported coling coal. The pressure for this decision came from the

South Wales Area Executive of the National Union of Mineworkers (NUM).

2. Constitutionally, the Welgh TUC cannot authorise strikes; authority is
vested in individual unions in accordance with their rules, generally requiring
a nationnl executive decigion. NUM Areas are however able to authorise aren

strikes by a decision of their executives and without a ballot.

3. The Wales TUC was formed in 1975, replacing the TUC's own Regional Advigor;
- p- 3 Y

Committees in Wnles. The TUC was opposed lo its formation. Under the TUC's
rules it is no more than a "talking shop", although able to represent Welsh
concerns to the Government, industry, ete. Its call for a strike in Wales was
ill-received both by the TUC and the General Secretaries of all the unions
concerned and antipathy has developed against the publicity which George Wright
(General Secretary of the Wales TUC and Regional Secretary of the TGWU) has

attracted.

4, The TUC's ovn Steel Committee (the chairmon being Bill Sirs) and Nationalised
Industries Committee (chairman, Frank Chapple) defused the threat of a strike
from 21 January by adopting the closure programme s a nationnl issue. The
Committees, reflecting the views of the unions represented, were unsure of

their ability Lo instruct union members in Wales against a strike and came to
practised union device of elevating the issues Lo national level. In doing so,
they came to spesk of "serious industrial consequences! if their representations
to the Government were unsuccessful. As a whole, the union movement is well

aware of the dangers to be courted in whit could be accounted a “politicall
strike and very anxious to avoid such a confrontation. Hence the endorsement

of the Committee's views by the TUC General Council on 23 January and the approach

to Ministers.

5. The Commiltees' decisions persunded thie Wales TUC on 14 January to postpone

the threst of a continuing strike from 21 January snd to threaten instead that
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it wae being deferred until “on or about 10 March'. It was however decided
to urge a one-day strile on 21 January unlecs the BSC gave an undertaking
not to contract for further imports of coking cosl. In the event, this

objective will be subcumed with the issues of steel closures and pny.

6. Tt might be expected thet once the sleel pay strike is ended steel

workers will be reluctant to contemplate another continuing strilke on the
closure issue, particularly if generous severance terms for the redundant

are more clenrly in prospect. There is no very strong tradition of loyalty
between sleel workers snd miners and union members in many other industries,

eg the railwnys, will not gencrally be at all enthusiastic for a strike on an
issue which affects them less directly, if at.sll. The NUH however foresee

the inevitsbility of pit closures and the Wales Area was successful in securing
at nationsl strike thremt from the NUM annual conference in 1979 against the
threatened closure of one exhausted pit in Wales. There is therefore a danger
that support for induetrial action could be successfully canvassed in other
coalfields, eg Yorkshire and Scotland, and it is not possible to be sure that the

NUM nationnl executive would not come to contemplate national action. An attempt

might also be made to build on political influences in the trade union movement

in Wales. The TUC is exposed Lo pressures by the pocture it has been forced to
adopt, however unwilling it undoubtedly is to advise unions on a course of
industrial nction. Anything approaching a “peneral strike " is certainly not

foreseeable, but a risk of disruptive strike action remains.




TUC SIDE:

Len Murray

Frank Chapple (Chairman)

Bill Sirs
David Basnett
Moss Evans
Joe Gormley
Gavin Laird

Hector Smith
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David Lea,
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Bill Callaghan
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ANNEX B

Alternative nses of the government finance for nutional iscd
dndustries

1. . The totul external financing ol
the industric is expected to be about £2.4 billion in cash
terms in 1979-80 and about the same for 1980-81, The attached tables
give a longer run of figures, vhich cover both grants and loans.

It is difficult to give a firm guidunce on the other
purposes to which such sums could have been put. ITnvestment
of resources would have been required even if the industries
had been in private ownership and so it would be misleading

to carry out calculations purporting to show that all the
y IR >

[(()\‘\_‘l‘lﬂm'llL i i LﬂllC(‘j{‘f:Hlll instead have been uscd to finance

big tax cuts or large increases in spending on sociul services.

3 On a rough and ready basis the trading losses of the
industries are probably the best sturting point for an a

ment of the extent to which government assistance to the
industries has in some sense been at the expense of other policy
objectives, Over time a poor profit performance will mean a
higher external financing requircment for a given investment
programme. To make roecm for the higher external financing
requirement there have to be lower levels of public ending on

other programmes or higher taxes.

i For 1979-80 the NChH and BSC trading los , before allowing
for government grants, are together expected to be nearly £600m
in cash terms [\\hjch is about £500m at 1979 Survey |>rjcn:s]. As
a rough illustration this sum represents the cost of:

170 comprehensive schools (each with 1200 places)

17 general distriet hospitals

R 30,000 old people's flats in wardened hlock

160 miles of motorway
As another way of looking at the position, £600m represents
tlerevenue from roughly a lp change in the basic rate of income

tax or a 1 percentage point change Jin the rate of VAT.

Gty If in addition to the losscs of the Ni and BSC we incor|
those of the Rritish Railways Board - estimsted at another £660m i
cash terms in 1979-80 (again before allowing for zoveriment grant)

all the figures in the preceding paragraph v ha roughly doubled.
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£m survey prices (1978/79)
1976/77 1977/78 1978/79 1979/80 B80/&L




ELECTED NATIONALISED INDUSTRIES
ANNEX B (cont'd)

rofit/(loss) before receipts of grants
£m outturn prices £m constant prices (1978/79)
19‘76/77l 1977/751 1978/79* 1979/80° 1980/81  1976/77 1977/78 1978/99 1979/80 1980/:l

(191.4) (273) (34) (60)
251.47 188 255 145
172.3° 3952 39

o Wi

(309) 5 (324} 117)
By 13 359

20 5 43

tax etc. i
outturn — post incterest and depreciation but pre-tax
ary depreciation

(i
5)

s




MNFEX C
a) It is not true that BSC is anywhere ing a profit before interest.

Alillion

1978/79
Receipts from sales
(Tumover) 5 3,288

Costs of Sales % 3,317

Loss before depreciation
interest @nd other 29
adjustments

Net Depreciation

Trading Loss after
depraciation

Interest

Other edjustments
(tax, exchange
incoms from &

L0ss

Receipts from sales in both 1977/78 and 1978/79 did not cover the
immediate costs of production, and the position will be repeated
in the 1979/80 results.

Bafore the strike BSC rmomuod a 1ofs I‘ur the first half of '1)7‘1/80

{OT

w
1979/¢

o
repaid in 19 Ib/ and replacm ‘,lth

/ 4 at present.
o lokiifl i ,(z/m/’ ae /;;/f/_p,wpeu/




BSC LOSSE

1075/76 1076/77 1077/78  197R/70

Tast for theyear (25
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interest. tax or

oxtraorinary
i

(120) 69

£m
1079/80
(forecast)
(300+)

440) (300)

(137). (160-+)

Man hotrs necded to produce one tonne of erude stoel

(Unpublished

\v,(;rrmnny Franca Haly

u lirs.
‘\) l)\!plﬂ\*omrnl 778 0%

NENC figures)
Bel. Taix.

1% 4";;

JOHN TORODE on official views of the er
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A’]\'ﬂ\ﬂ*;\ C_(cont'd)
|

I adi

BSC AND COMIETITION (£73:%)
. pee fun c
(0
1978 '

Depreciation : Interest Total

K5C 12
TUYSSEN (G) G
KIOCKRER (G)

ESTEL (Geth/G)

USINOK (F)

114 L3TDER

COCKENILL (B)

1 (zux)

MEMO:

BETHL

Thyssen's figures include deprecintion and interest on non-steel
ﬂctivi\ius(_m-nv\lmt to some 50% of business
by

Usinor and Cockerill interest charpes reflect partial reconctiuctics
during the year. 1979 levels should be lower.




NEX C (cont'd)
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ANNEX D

CHANCELLOR OF THE EXCHEQUER'S MEETING WITH THE TUC

BSC CLOSURE PROPOSALS - Note by Department of Industry

On 11 December BSC announced plans to reduce capacity from 21.6
million tonnes to 15 million tonnes in 1980/81, while reducing
iron and steelmaking manpower from 152,000 to 100,000. BSC said
that even with the closures already agreed at Shotton (6,300
jobs to be completed by March), Corby (5,500 mainly by March) and
Cleveland (1,200 already completed), there would still be too

much capacity in terms of present and projected demand.

4) Impact on South Wales

Part of these plans was the reduction of capacity at Llanwern and
Port Talbot from its present combined level of around 5 million
tonnes to 2.75 million tonnes. How best this might be achieved vas
left to the BSC's Welsh management to discuss with the unions by the
BSC Board meeting on 17 January (see Annex). At their meeting the
BSC Board decided that future discussions with the unions should
centre around a 'slimline' operation of both plants, producting
approximately 2.8 million tonnes between them. This would entail
redundancies at Port Talbot of 6,883 (out of a workforce of 12,584
and 4,954 at Llanwern (present workforce 9,353). The operation is
designed to tailor BSC's total cutput of strip (for use in cars,
domestic applisnces etc), to the level of UK demand for BSC‘s
product. Strip is also made at Shotton (scheduled to close by

March), Lackenby and Ravenscraig. Because of low demand for strip

products (partly as a result of the problems of the UK car industry)y

BSC has been left with overcapacity in this product sector. This is

one of i1~ Teasons the Corporation wishes to close Shotton iron and




steelmaking (using the obsolete open hearth steelmaking process)

and reduce operations in South Wales. They hope that in this viay

all their 'ongoing' plants (including the new facilities at
Ravenscraig) can be loaded in such a way as to exploit the cost

advantages of these plants' high output potential.

2 Other closures planned

In their paper, the TUC also mention BSC plamns for closures at

Consett and Hallside and cutbacks at Scunthorpe and elsewhere.

The BSC announcement in December involved:

(a) closure of Consett integrated steelworks in Co Durham
(4,000 jobs)

(b) closure of Hallside electric arc plant (600 jobs)

reduction in iron and steelmaking activities at Scunthorpe
(2,800). This comes on top of a phased closure of ironmaking
at the Redbourn works within the Scunthorpe complex involviing

1,200 redundancies

cuts at (unspecified) rolling mills (2,500 redundancies)

mauning reductions at 'ongoing' plans (12,000 redundancies).

BSC hope to complete these by August this year.




Although the larger unions (IS

inmplenentation of the plens to r apacity annol

was the unions vho pressed for the 'sli proach to capacity reductions
at Llanwern and Port Talbot ), no further discussiong have taken ce since

announcement on 17 January that ard had deceided on the 'slimli

approach as the most feasible basis for discussion. Because of the strike, the

resentatives involved have sin not been available at the planis for

any negotiations on implementation of the capacity reduction plans.
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ANNEX D (cont'd)

STATEMENT BY BSC BOARD - 17th January, 1980

SOUTH_WALES'

A month ago BSC announced its plans for reduction of steelmaking
to 15 million tonnes per annum capacity, manned by not more than

100,000 people.

Looking at the market prospects for strip mill products, BSC stated
that the overcapacity of plant was unsustainable and that it would

be necessary to begin consultation at Port Talbot and Llanwern on

how to reduce costs and bring capacity down to around 2.75 mtpa in

the financial year 1980/81. The reductions in manning would have to
be radical to allow South Wales to compete internationally and yet
retain a base with a possibility of future expansion. BSC emphasised
that there was little time for this to be settled and that the limited

money available demanded utmost urgency.

This operation would be designed to tailor BSC's total strip mills
output to the level of home trade demand on BSC, taking account of

new capacilty at Ravenscraig.




BSC is considering in detail the options available to achieve this
reduction in capacity and manpower. The Board has decided, at this
stage, to concentrate further consultations and discussions with the
unions and workforce on one of those options, namely a 'slimline
operation at Port Talbot and Llanwern producing approximately 2.8 mtpa
of liquid steel between the two works. The commercial basis on which
these discussions take place will, of necessity, have to be reviewed

after the strike.

Compared with closure of a whole or part works, this operation would
produce Lhe least interference with existing supply routes, customer
choice and technology. It would provide the technical capability at

the two works to meet the needs of the market. It would keep the

béncfit of the Concast machine, now being built at Port Talbot, and

provide for rapid expansion when and if market factors permitted.

Of all the options open, 'slimline' would involve the least severe
reductions in manning. However for this option to be realistic,
trades union cooperation in achieving internationally competitive

manning levels is essential.

On the basis that good working practices and good performance in
quality and yields can be established at this level of operation, the
two South Wales Works would each have the potential to achieve lower
costs. This would allow for increased production from the South Wales
plants as soon as the market justified it. Substantial reserve
caparity in strip mills products would still remain for any major

upturn in demand.




The 'slimline' operation, therefore, would offer South Wales the
opportunity to improve practices and perfornance, and the possibility
of higher tonnage in the future. However, if practices and performance
achieved did not justify this combined operation, then BSC would

inevitably be faced with the necessity of a total works closure.

The social implications of 'slimline' would still be serious, but

these would be less than the consequences of a total works closure.

The proposal would invelve a manning reduction of 6,883 at Port
Talbot from the current 12,584 Lo 5,701, and 4,454 at Llanwern from

the current 9,353 to 4,899.

Meanwhile, BSC is very clesely in touch with the Welsh Office as to
remedial action and BSC (Industry), which has been effective in

helping to create new jobs in Wales, will step up its activity.

Given the present market conditions in which BSC has to operate,

agreement with the unions must be reached by 31st March, 1980 so

that the 'slimline' operation could be operational by August, 1960.

17th January, 1980
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and to take what action they think fit in
i light of them.

I have now to make o stalement on
the remedial measure the Govern-
ment propose in conneetion with the
annotucerient by the BSC Tast Thursday
of its decision W close iron and steel
making at Corby.

In order to altract new employment
for those affected by the steel closure, 1
jntend, subject 1o the necessary approval
of the European Commission (110K,
Membirs: “Shame.”) Once again, we
are carcying out the same policy as the
previous  Government —on  which  we
expeet an answer from the Comuiission
within o matter of weeks, to make the
Corby employment office
ment area. Fions there
eligible for the full range of regianal
incentives, including regional develop-
ment prants on buildings, works, plant
and machiery and regional  selective
financial assistance under section 7 of the
Industty Act 1972 Ay a desclopment
area, Cothy would be cligible for asust-
ance from the European regional develop-
ment fund  towards iufrastructure  and
ndustrinl projects and, ss a steel closure
area, from proposed measures under the
non-quotia section of the fund and from
the Eurapean Coal and Steel Community.

The Corby development corporation
has & substantial advance factory pro-
pramme in hand and i also making
cflorts o al private  developnient.
The Scaretary of State for the Envicon-
ment—the Minister of State is oo the
Front Bench —is miking funds availible
foe infrastructure and consolidition - for
an additional 70 acres at Farliteees indus-
il estate. The corporation is investizat
wg the suitahility of another 200-250
ecto of lund at Weldon, in the Corby
caiployment oflice arca.

It is proposed that the Commission for
New Towns will take over from the
Sexelopment corporation next year, when
& would inherit its industrial assets and
be given the resources necessury 1o con-
it development work. The com-
manon will he asked to devote priority
:rnrh) within its _respansibilities for
=T now fowns,  The commission 1
mrhcipating i ments
;:u: corporation and e local autho-
- “LlLu-uuhll;‘ll\: !||\|l|?lr|.|l develup-

" hrowation in- Corhy.

“

B,
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The Government have also announced
recently that they are going ahead with
the A1-MI link along the route that ca
be completed most quickly. Thi
that firms in Corhy will then bave ready

ighquahity trunk road ¢
necting them to the industrial Midlands
and the expanding Fast Coast porfs.

Al these measures, taken together with
Corby's favourable location in the Fast
Midlands should mean that the own

| prove muore attactive o private

estors, and this will thus improve (e
emploment prospeets of those affected by
the closure.

Mr. Peter Nry (Wellinghorongh): Wil
my right hon. Friend nate that there will
be mueh rehiel and s tion in Corby
and Northamptonshire at the fiet that
the Government have made this announce-
ment? 10 s the first e that concrete

lave been brought forward by

overnment 10 assist Corby.  But

will he point out to the other competing

whorities nearby—Peterborough, Northe

ampton, Daveuty and other expanding
towns —that there is a regional as w

national abligation towirds Corby?

Vill he ensure thit his Department will
walch closely applications for firms to
move to other parts of Northampton-
shire and will efforts be mude o attract
them to Corby, where the jobs are so
badly needed?

Sir K. Josephz 1 think that Corby has
alractions, even without  developnicnt
area sttus, and that owns in the neigh-
bourhood muay themselves feel anxious
about their capacity 10 atiract iuyestnent
with Corby now luving been given, or
about 1o be given, development area
Sittus— ticularly si skilled Tabour
may be rel the clusure,
shilled Tabour is in scirce supply
parts of the country.

Mr. Dennis Shinner (Bolsover): Is the
right lon. Gentlemin awaie that for him
1o make a statement about improving in-
frastructure, giving incentives and using
Government intervention, supposedly o
Iielp the peaple of Corby, is the height of
hypocrisy when one considers that only
tliree months ag0 he told the House and
the nation that what dis country necded
was the dismuntling of the regional aids
and of Government intervention? Why
should the people of Corby listen fo him
now?
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Sir K. Joseph: The lon. Genileman
does me the compliment of attacking me
xlmost as fiercely as he attacks his own
side.

Mr. Skinner: And it paid dividends
with that Tot as well.

Sir K. Joseph: The hon. Gentleman
aosumes that we are able (o move straight
away from the oversubsidised, overtaxed
and overspent economy that has exisied
for some time. He seems (o believe thit
we can move straight from an excessive
Jevel of Government intervention (o no
Government intervention. T never main-
tined that. 1 hold out the prospect of
much less Goyernment intervention, which
will come by a transitional route.

The Government's regional policy,
announced in our manifesto and carried
through by me, is to reduce regional in-
centives by one-third We do not intend
1o abolish them & we intend to take them
away [from areas where economic con-
ditions do not justify them, We wish to
concentrate them precisely on those areas
where, if they have a value, (hey can be
effective. “That gives us the greatest scope
and authority to use those meentives—{or
what they are worth—in an area such as
Corby, where people will be released from
their existing jobs.

Mr. Rill Homewood (Kettering): What
is the time scale for the provision of new
jobs? The Brinsh Steel Corporation in-
tends to close the Corby iron and steel-
works in March next year and to pay off
the money until November. There is no
actory ready for occupation. It is eshi-
mated that it will be three and a half
ears before the first new jobs materiadise.
Docs the Scoretary of State really believe
that the population of Corby, with 6,000
men out of work, will sit around waiting
for him to bring in the jobs?

Sir K. Joseph : Indeed, 1 do not. With
other  possibilities within reach  many
people released from jobs in Corby will
scek work elsewhere i the sulvregion.
Surely it is right to assume that. Firms
and investors will find Corby an attrictive
plice in which 1o invest ices more
remote from London may fear the com-
petition that will e from Corby be-
cause of the labour force availability and

cause of ils inherent atiractions, quite
apart from the incentives thut will be pro-
vided.

12 M 40
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Mr. Mardow: My right hon. Friend
mentioned the MI=A1 Tink. Many people
look upan Corby as being almost com-
mercially innceessible.  How long will it
be before this link road is in operation?

r K. Josephz T cannot give my hon.
Friend information on that today but I
shall write to him. Tl hit han. Mem-
ber for Deptiord accused me und the
Government of compartmentalising our
views on the cconomy. Could it not be
that it s he who is doing tha?  He
assumes (hat the Government can, if they
wish, and without any il consequences,
continue & subsidy at a pgiven level, or
even expand it ‘The right hon. Gentle-
man surely knows (hat if the subsidy to
BSC s not reduced the extra money has
(0 come from elsewhere in the cconomy,
thus destroying other jobs and prospects
in industries in other parts of the country.

Continning a subsidy at the present
Tevel i not without consequences. It is
not without consequence (0 carry the costs
of wll the new steel investment, and Corby
as well, on the backs of the taxpayers
The benefit to the country will come only
when the steel industry subsidy can be
reduced and when the industry can pay
s Own wa The Government p
that next year the steel industry will be
helped by the taxpayer with capital in-
vestment and related e
the board of BSC to carry out
propusals, approved by ihe last Go
ment, 10 operate at a profit during the
financial year 1980-81.

Has the right hon

Mr. Leighton s
Gentleman pot his arithmetic right? Has
he worked out what it will cost the State
in loss of tax revenue from the workers
who, le says, will be released from em-

ployment?  What will be the cost

paying those  workers  uncmployment
beneit? What will be the loss of rafes to
the local authories?  When the Minister
lias worked that out he will find that b
as ol saved very much money at all
Would it not be far better 1o follow the
Continental  example? At Limburg
where the authonfies proposed 1o shd
down conl mines and steelworks, the )
waited until aliernative jobs were avaik
able.  Under these proposals the nghts
hon. Gentleman will iake no savings £

wll, but merely canse human misery 4

Sir K. |

h: The fon. Gentlens
assumes that everyone who loses his Jo |
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The  Britisi
! ils decision last Fri
fron and steel making at Shotion,
will

'y of State for Wales (Mr.,
wards) ¢ )

With  permission,
should like to mak

Steel  Corporation  an-
10 end
All

want 1o do everything

possible 10 provide allemative employ-

ment opportunilics
affceted by the

The Government have decided

throughout the arca
closure.

that,

subject to the necessary approval by the
Eurapean Commission. the Shotton travel-
to-work area will be uperaded fo specia

development ares

5001 a5 pos-

I status
sible. My right hon, Friend the Secre Y.
making the

of State for Industry will be
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necessary arrangements.  This will be of
substantial benelit to the area, and firms
in the area or to be located there will
now be cligible for the highest rates of
regional incentive as are firms in the
Wrexham  travel-to-work  arca, where
about 9 per cent. of the Shotton work
force reside and which was upgraded (o
special development area status last July.

As a special development area Shotton
would continue to be eligible for assist-
ance from (he European regional deve-
lopment fund towards infrastructure and
industrial projects and also. as a ste
closure area, from the non-quota section
of the fund and from the European Coal
and Steel Community.

The Manpawer Services Commission
has made  contingency arrangements
drawing on experience pained at earlier
major steel closures in Wales. These will
be put into immediate effect and include
the provision of a special jobeentre in
the works with augmented adyisory and
counselling services. For workers scek-
ing retraining, over 4,500 training places
in & wide varicty of TOPS courscs are
available at skillcentres, colleges and on
employers' premises in Clwyd, Cheshire
and Merseyside.

The area has already benefited from
substantial investment for the provision
of infrastructure and industrial estates by
the Welsh Development  Agency, local
authorities and BSC (Industry) Lid. In
particular, the  Welsh  Development
Ageney and BSC (Industry) Lid. have
spent or committed over £6 million on
the development of 300 acres at the Dee-
side industrial patk. A start on factory
building has alrcady been made ; 17 fac-
tories are under construction or com-
pleted—15 of these have been formerly.
allocated—while woik is poing ahead on
further site preparation, On present in-
formation nearly 1,000 jobs are expected
10 arise over the next three years or four
years in the Shotton travel-to-work area
from projects under way or planned and
over 2,000 in the Wrexham travel-to-work
are In addition, the aea has been
chosen, hon, Friend the Under-

ccrctary of State for Energy said last
Thursday, for a major oil-from-coal pilot
project at Point of Ayr colliery. This is
a welcome development for the area,
which in the medivm-term will add to the
range and number of job opportunitics
in Deeside.
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Communications in the Shotlon and
Deeside area will be substant im-
proved by schemes in the Department
of Transport and Welsh Office trunk road
programmes. In particular, work is under
wiy on the extension of the MS6 motor-
way westwards, which will bring the
motorway very close 1o the Deeside in-

ustrial park.  Opportunities will be
taken for upgrading communications be-
tween the Shotton arca and Wrexham and
the Midlands.

Every effort will be made to
and establish new industrial dev
ments in the area. see it as @ main
task of the Welsh Development Agency
to complete the site infrastructure and
services on land in its ownership at the
Deeside industrial park and to make an
carly start on the building of advance
factories in the arca affected by closure.
1 am therefore making additional resour-
ces available to the Agency. But 1 also
see it ial to en i
support. and the course and scale of pub-
lic expenditure will depend on how
quickly this can be obtained. Mea
vhile, 1 am asking the Agency to pl
its provision of sites and factory spuce
on the basis of further expenditure of up
to £15 million over the next thiee or
four years. Work is already under way
in the job of obtaining private sector
finance, which will enable new develop-
ment to take place on the scale required
while reducing the cost to the taxpayel

Shotion

A substantial and sustained cffort will
be required to dtiract new business into
the area and cncourage existing busi-
nesses 1o expand. but the strategic loca-
tional advantaics of Deeside
hanced regiona! incentiv
special developrient area status, the pro-
vision of serviced induste
factories and (- availability of a willing,
adaptable and (csponsible labour force
provide the b r the successful re-
generation of 1 vider Deeside area

Mr. Alec Jo : lrregpective of the
contents of the tutement, does the right
hon. Gentlem. weept that if 7,000 un-
employed Shotti steel workers join the
dole queue next “arch, the Government
will bear the wiimate responsibility? 1
welcome that part of the siatement which
is, in fact, Jogue of the achieve-
ments of the poovious Labour Govern-
ment and the ¢ thul they had in

AVEX E(cont'd
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[Mr. Jones)
arc; Iso weleome the decision to
prant special  development arca status,
which is cesential if any arca such as
Shotton is to deal with the problems
that it now faces.

However, on its own, as the right hon.
Gentleman said, that will not be enough.
It will need a rapid mobilisation of re-
sources, both financial and phy;

a variety of organisations suc!
authoritics, 1l Welsh  Development
Agency, the British Steel Corparation, the
Government and muny Government agen-
cies. The most dis ing part of the
statement 1 able sum of £15
million to be allocated over three or four
years. It is a pathetic contribution when
we bear in mind the size of the problem
facing not only Shotton bul the whole of
North Wales.

T trust that the right hon. Gentleman
will make it quite clear that the £15 mil-
Tion is a first instalment and that more—
in the order of £50 million—will
needed.  Will he confirm that the addi-
ticnal moncy will be extra Exchequer
money and will not be filched from other
Welslh programmes or areas?

r experience in Ebbw Vale clearly
demonstrated the nced for a special or-
ganisation, such as our monitoring con-
mitice, 1o supervise and co-ordinate the
activities of those involved in attracting
new industry and (raining to Shotton.
Will the Secretary of State establish such
an organisation and ensure that it is
chaired by a Minister from the Welsh
Office?

Local authorities will lose rateable
value as a result of the Shotton closure.
Considerable rate income will be lost.
What assessment has the Sceretary of
State made of those losses and what sleps
will be take to compensate local authori-
ties?

Mr. Edwards: 1 note the comments
of the right hon. Gentleman about the
responsibilities of this Government. 1 also
note that the former Secretary of State for
Indusiry on 22 May 1978 said that the
policy of the then Labour Government
was that the DBritish Steel Corporation
should break even by the financial year
1979-80. That undertaking was repeated
in the Labour Government’s public ex-
penditure White Paper in January 1979,

1090
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This Government have carried that under-
taking forward for a year and we are do-
ing 00 more than the previous Govern-
ment asked af the Corporation.

In the Jast two 5 of the Labour
Government nearly 24,000 jobs were lost
in the stecl industry as a result of closures
I am grateful for the welcome given to
the work and the contribution of the
WDA, though I agree with the right hon.
Gentleman that we shall need the contr-
bution of & varicty of agencies. He talked
about a miscrable sum of money and put
in a bid 50 per cent. higher than (hat
made by Clwyd county council. That
authority’s bid was based on assumptions
that 1 do not entirely accept and on
expectations of an increase in population
carried forward to 1991,

Shoton

T must make it absolutely clear that the
£15 million additional to resources
already available from the budget of the
Welsh Development Agency and from the
resources of BSC (Industry) Ltd. 1 have
also emphasised the very important con-
tribution that we believe can be mude by
the private sector. It is not true 10 sug-
gest, as the right hon. Gentleman did,
that the £15 millien indicates a limit on
what is possible if all these agencies and
the private sector are combined. 1 assure
him that the money has not been filched
from other programmes.  The £15 million
is additional 1o the resources made
available to the WDA. and though |
expect the WDA to concentrate its efforts
on arcas with the fest problems—
the SDAs and the development arcas—
1 would also expect it to maintain its
programme in existing steel closure areas.

The right hon. Gentleman asked about
a task force. We arc in the closest pos-
sible contact with all organisations in-
volved, including the local authorities. [
have seen them, and 1 and my officials
will continue 1o see them. 1 am taking
a close personal interest in every develop-
ment and 1 do not think that much will
be gained, at present, by the creation of
a task force. 1 will continue fo keep an
open mind on that pomt however.

Concerning ratcable values, the nght
hon. Gentleman will be aware that there
is an adjustment mechanism in the rate
support system, though I acknowledye
that it takes a year or so to take full
eifect. My judgment is that it is night
to concentrate public expenditure on the
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creation of infrastructure and new fic-
tories rather than in the direction sug-
gested.

Sir Anthony Meyer : 1s my right hon.
Friend aware |I|.1| the measures that he
I

ties for a very l.u;:; numt;

as a result of the closure of a State
enterprise? Is he further aware that
the pmhluu is essentially a short-term
one, in that the area is extremely attrac-
tive 1o incoming industrialists, but tha

there is urgent need of first-aid measures?
Will orthodox Treasury methods of con-
trolling local povernment expenditure in-
hibit the ability of local authoritics to
finance industrial development by methods
other than recourse to central borrowing
agencics, V\lmh some Jocal authorities
have recently been successfully employ-
ing in the creation of jobs in the arca?

Mr. Edwards: 1 agree that the area
will be very attractive for other indus-
tries. No work force in the country has
cenjoyed a higher reputation, over many
years, than that at Shotton. 1 believe
that llnl will be attraction.  There
is also a notable improvement taking
place in communications. Shotton will
be very close to the end of the MS6.
The links through Cheshire and on
through the Chester southern bypass and
the Hawarden bypass will further im-
prove communications. As to my hon.
Friend’s specific question, 1 believe that
the proposals that the Government are
putting forward for the control of capi
expenditure will give greater freedom
to local authorities, within overall totals,
to decide how they spend their capital.

Mr. Barry Jones: An appalling risk
has been sanctioned by the Government
in their proposal to put 6.300 workers
on the dole within three months and I s
hope that the Government will rethink
their position. Will the Sccretary of State
return to the request for a task foree,
which should be led by one of his Under-
Sccretarics, so that day-to-day super-
vision may be exercised? " Will ln.' tell the
House specifically how many new fac-
fories i guaraniced new johs‘ are
planned for next year? His three-to-four
year estimate of 1,000 jobs is pie in the
sky for the thousands of workers wlm will
be on the dole next year. This was a

SERTRT)
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weakness—though a crucial point—in his
statement.  Whilst welcoming the special
duvn,)npnhm are 1. k l lnll\.vc thit

I

ntl 5

Wd] shur( of the dLI’“Il’\I! of the local

council for » £38 million package and

over 1,500,000 square feel of advance fac-

tory space.

the Wrexham to Birken-

head line?  Will the Wirral

motorway be linked with the AS5? I

support the view of my right hon. Friend

the Member for Rhnml(l.l (Mr. Joncs

k. appointing.  Did

the Secretary of State fail to pmh all his
measures Unnuyh Cabinet?

Mr. Edwards: We shall continue (o
listen to proposals for-a task force. It
may not be as welcome, from the hon.
Gentleman's point of view, as having one
of my Under-Secretaries doing the job,
but at the moment I am doing i
mysell and giving the oper
closest personal attention.
that the task forces in Ebbw Vi
East Moors undoubtedly had en impact
as far as confidence was concerned 1 do
not know that they have made all that
much difference in relation to the deves
lopments that have taken place, but we
are certainly prepared to look at the
proposal.

1 cannot give the hon. Gentleman a
precise figure for the number of jobs
during the coming 12 months, but it is
encouraging that in the two travel-to-
work areas most affected there are 3,000
jobs in the pipeline from current projects
before any new efforts are made. That
supgests that the area is ive. As
(0 the money being well )]Il‘ﬂ of the figure
proposed by the local authority, that
authority put forward two
first figure was £28 million,
fifth phase of the factory blnldmg pro-
gramme.  The second figure was £33
million, including that phase, 1 have an-
nounced planning permission for an addi-
tional £15 million.

The Welsh Development Agency and
BSC (Industry) Ltd. will allocate further
resources,  We believe that a major con-
tribution can be made by private invest
ment, by making use of th
existing assets and by dispos
tories 1o fenants as they are built.
the Tong run this will haye a major impact
on the scale of what is achieved.
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[Mr. Edwards.]

1 shall write to the hon. Gentleman
about the rail link, since that is a maticr
for the Minister of Transporl. We are
pressing on with the completion of the
M56 link and a number of important
improvements taking place near the
Queensferry interchange.  which — will
xmprm'c the links there. We are pro-

ing with the statutory procedures for
e warden bypass, which should begin
carly in 1981, The link between the M56
and the ASS5 is scheduled, but 1 cannot
give a date. is the responsibility of
the Minister of Transport and I shall
write 1o the hon. Gentleman about it

Several Hon. Members rose——

Mr. Speaker: Order. A short debate
is to follow on the textile indusiry, and

many hon, Members have an interest in
that.  However, if hon. Members are
brief T hope ta call all those who have
already indicated their desire to ask &
question.

Mr. Dayid Hunt: Does my right hon.
Friend accept that the proposals will be
welcomed in the area, since they po some
way to meet the anxictics of those who
work at Shotton? However, I must press
my right hon. Friend about the Bidston-
Wrexham railway line. Wil he make
representations to the Minister of Traps-
port and convince him that this is a vital
Tifeline for the ar Will he repudiate
the rumours that that line s to be
closed? 1s encouragement being given
to private enterpi to take over the
important Shotton works?

Mr. Edwards: I shall examine the
question of the rail link to Wresham.
‘There are plans for the improvement of
the road links from the Chester southerm
bypuss to Wrexham and for improvements
in the Wrexham area. The Minister of
Shu made it clear yesterday that the

Goyernment will certainly consider any
scrious propositions that do nol involve
public expenditure,  We must face the
seality that there is considerable over-
capacity in the steel industry. One must
consider the viability of any proposition
against that background.

Mr. Roy Hughes: Does the Minister

recopnise that packages such as he has

just announced will not end the prob-

Icms of Shotton and the rest of the steel
19 H 20
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industry?  Will he consider ttroducing

controls to curtuil the imporl of steel

and steel-related products? Does he agree
that such a policy would put people back
into work and lielp Britain's balance of
nyments?

Shotion

Mr. Edwards: 1 have no doubt that
the most important aspeet for the future
of the steel industry, not least in W
is that the steel industry should be hlll\‘
competitive. 1 weleome  the notable
improvement in recent months at 1
wern, where there has

upturn in productivit 5

the similar paticrn that is emerging at
Port Talbot. Such progr Tepresents,
the best solution for the steel industry.

Mr. Dorrell : Docs my right hon. Friend
agree that the best way o secure em-
ployment in the steel industry in the
Shatton arca is, as my hon. Friend the
Member for Wirral (Mr. Hunt) suggested,

¢ private seclor investment

in the Shotton plant? If the British

Slccl Corporation opposes such a pro-

1, will my right hon. Friend consider

ng the powers in the Competition Bill,

a refusal to sell one of the BSC

p!.mu would be an anticompelitive
action? >

Mr. Edwards: Not only arc the Goy-
emment willing 10 examine such Brope-
i 5 we have anitiated inquiries
that direction.  We have had dm,umum
about the possibilitics, but they have
come to nothing so far. The Govern-
ment are prepared to consider any pro-
posals.

Mr. Tom Ellis: Will the right hon.
Gentleman consult the Manpower Su-
vices Commisison’s Welsh office a
view to restoring the cuts in scmccs at
the Wrexham training centre? Wil he
also consider substuntially increasing the
range of services provided at that training
centre?

Mz Edwards: 1 have already had dis-
cussions with the Manpower Services
Commigsion. 1 am satisfied that it will
be able to mect the likely demand aris-
ing from the closure. Our experience at
East Moors and Ebbw Vale suggests that
the demand will not be overwhelmine.
The response in those arcas was a little
disappointing in ferms of tha amount of
retraining demanded.
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[Mr. Edwards]
I shall write to the hon. Gentleman
aboul (he rail link, since that is a matter
inister of Transport. We are
a1 with the completion of the
link and a number of important
lm[‘r-\nlnunl\ are faking place near the
Queensferry interchunge, which — will
improve the links there.  We are pro-
gvuwng with the statutory procedures for
rden bypass, which should begin
The link bewween the M56
nud lhv. A55 is scheduled, but T cannot
give a date. That is the responsibility of
the Minister of Transport and T shall
write 10 the hon. Gentleman about it

Several Hon. Members rose—

Mr. Speaker: Order. A short debate
is 1o follow on the textile industry, and
many hon. Members have an interest in
that, However, if hon. Members are
brief T hope to call all those who have

ly indicated their desire to ask a
question.

Mr. David Hunt: Does my right hon.
Friend accept that the proposals will be
welcomed in the area, since they go some
way to meet the anxietics of those wha
work at Shotton? However, 1 must press
my right hon. Friend about the Bidston-
Wrexham railway line. Will he make
representations (o the Minister of Trans-
port and convince him that this is a vital
lifeline for the area? Will he repudiate
the rumours that that line is to be
closed? 1s encouragement being given
to private enterprise (o take over the
important Shotton works?

Mr. Edwards: I shall cxamine the
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mdu<lry7 Will hie consider imtreducing
controls 10 curtail the import of steel
and steci-related products? Does he agree
that such a policy would put people back
into work and lielp Britain's balance of
paymens?

Mr. Edwards: 1 have no doubt that
the most important aspect for the future
of the sieel industry, not least in Wales,
is that the steel indusiry should be fully
competitive. welcome  the notable
improvement in recent months at 1 lan-
wern, where there has been a sharp
upturn in productivity. 1 also welcome
the similar patiern that is cmerging at
Port Talbot. Such progress represcnts
the best solution for the stecl industry.

Mr. Dorrell : Does my right hon. Fricnd
agree that the best way 1o secure cm-
ployment in lhc (lu:| industry in the
Shotton area is. y hon. Friend the
Member for Wmnl (Mr Hunt) suggested,
fo encaurage private sector investment
in the Shatton plant? If the British

wers in the Competition Bill,
since a refusal to sell onc of the BS
plants would be an anti-competitive
action? x

Mr. Edwards: Not only are the Gov-
ernment willing to examine such propo-
sitions; we haye initialed inquirics in
that direction. We have had discussions
about the possibilities, but they have
come to nathing so far. The Govern-
ment are prepared 1o consider any pro-
posals.

My, Tom Ellis: Will the right hon.

Gentleman cunsulL the Manpower Ser-
C s W office with a

question of the rail link to Wrexham.
There are plans for the i of

here
the road links from the Chester southern
bypass to Wrexham and for improvements

in the Wrexham arca. The Minister of
State made it clear yesterday that the
Government will certainly consides y
serious propositions that do not involye
public. expenditure, We must face the
mmy that there is considerable over-
capacity in the steel industry. One must
consider the viability of any proposition
apainst that background.

Mr. Roy Hughes: Does the Minister
mcoLm-.c that packages such as he has
just announced wxll not end the prob-
Tems of Shotton and the rest of the steel

18120

estoring | ll\c culs in services at
centre?  Will he

Iy increasing the
at that aining

also cm\sxdcr substint
nn;g of services provide
centre

Mr. Edwards : 1 have already had dis-
cussions with the Manpower Services
Commission. 1 am satisfied that it will
be able to meet the likely dm nd aris-
ing from the closure, Our ex) i t
East Moors and Ebbw Vale mprr\h that
the demand will not be overwhelming.
The response in those arcas was a litile

disappointing in terms of ths amount of
retraining demanded.
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[Mr. Edwards.]

1 shall write to the hon.
about the rail link, since that is a matier
for the Minister of Transport. We are
pressing on with the completion of the
MS56 link and a number of important
improvements are taking place near the
Queensferry interchange. which  will
improve the links there, We are pro-
gressing with the statutory procedures for
the Hawarden bypass, which should begin
carly in 1981, The link between the M36
and the A55 is scheduled, but I cannot
give a date. is the responsibility of
the Minister of Transport and I shall
write to the hon. Gentleman about it

Gentleman

Several Hon. Members rose——

Mr. Speaker: Order. A short debate
is to follow on the textile indusiry, and
many lon. Members have an interest in
that. However, if hon. Members are
brief 1 hope to call all those who have
already indicated their desire to ask a
question.

Mr. David Hunt: Does my right hon
Friend accept that the proposals will be
welcomed in the area, since they go some
way fo meet the anxietics of those who
work at Shotton? However, I must press
my right hon. Friend about the Bidston-
Wrexham railway line. Will ke make
representations to the Minister of Trans-
port and convince him that this is a vital
Tifeline for the arca? Will he repudiate
the rumours that that linc is to be
closed? 1s encouragement being given
o private enterprise to take over the
important Shotton works?

Mr. Edwards: I shall examine the
question of the rail link to Wresham,
‘here are plans for the improvement of
the road links from the Chester southermn
bypass to Wrexham and for improvements
in the Wrexham area, The Minister of
State made it clear yesterday that the
Government will certainly consider any
serious propositions that do not involve
public expenditure,  We must face the
reality that there is considerable over-
capacity in the steel industry. One must
consider the viability of any proposition
apainst that background.

Roy Hughes : Does the Minister
recognise that packages such as he has
just announced will not end the prob-
Tems of Shotton and the rest of the steel
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industry?  Will hie consider miroducing
controls to custail the import of steel
and stecl-related products? Docs he agree
that such a policy would put people back
into work and help Britain’s balance of
payments?

Mr. Edwards: 1 have no doubl that
the most important aspect for the future
of the steel industry, not least in Wales,
is that the steel industry should be fully
competitive. 1 welcome the notable
improvement in recent months at Llan-
wern, where there has been a sharp
uptirn i productivity. 1 also welcome
the similar paticrn that is emerging at
Port Talbot. Such progress represents
the best solution for the steel industry.

Mr. Dorrell : Does iy right hon. Friend
agree that the best way to secure em-
ployment in the steel industry in the
Shotton area is, as my bon. Friend the
Member for Wirral (Mr. Hunt) sugaested,
to encourage private sector investment
in the Shotton plant? IE the British
tcel Corporation opposes such a pro-
posal, will my right hon. Friend consider
using the powers in the Competition Bill,
simce a refusal to sell one of the BSC
plants would be an anti-<competitive
action? D

M. Edwards: Not only are the Gov-
emment willing to examine such propo-
sitions: we have initialed inguirics in
that direction. We have had discussions
about the possibilities, but they have
come to nothing so far. The Govern-
ment are prepared 1o consider any pro-
posals.

Mr. Tom Ellis: Will the right hon.
Gentleman consult the Manpower Ser:
vices Commisison’s Welsh office with a
view to restoring the culs i s al
the Wrexham trainin, W

also consider substantially

range of services provided at that training
cenltre?

Mr. Edwards : 1 have already had di
cussionswith the Manpower Senvice

r
am satisfied that it

the likely demand aris-
ing from the closure. Our experience at
Z1st Moors and Ebbw Vale suggests that
the demand will not be overwhelming
The respanse in (hose areas was a littlc
disappomting in terms of tha amount of
retraining demanded.

Commission.
be able to mect
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[Mr. Edwards.)

I shall write to the hon. Gentleman
about the rail link, since that is a_matier
for the Minister of Transport.  We are
Rn‘.m'nl: on with the completion of the
456 Iink and a number of important
improvements are taking place near the
Queensferry  interchi which — will
improve the links there. We are pro-
pressing with the statutory procedures for
the Hawarden bypass, w hich should begin
carly in 198]. The link between the M356
and the ASS is scheduled, but T eannot
give a d; That is the responsibility ef
the Mi r of Transport and 1 shail
wrile 1o Ihc hon. Gentlemun about it

Scveral Hon. Members rose——

Mr. Speaker: Order. A shart debate
is 1o follow on the textile industry, and
many hon. Members have an interest in
that. However, if hon. Members are
brief 1 hope 1o call all those who have
already indicated their desire to ask a
question.

Mr. David Hunt: Does my right hon.
Friend accept that the proposals will be
welcomed in the area, since they go some
way to meet the anxictics of those who
work at Shotton? However, 1 must press
my right hon. Friend about the Bidsian-
Wrexham railway line. Will he make
representations to the Minister of Trans-
port and convince him that this is a vital
Tifeline for the area? Will he repudiate
the rumours that that line is to be
closed? Is encouragement being given
o private enterprise to take over the
important Shotton works?

Mr. Edwards: I shall examine the
question of the rail link to Wrexham,
“There are plans for the improvement of
the road links from the Chester southern
bypass to Wrexham and for impr
in the Wrexham area. The Mi
State made it clear yesterday that the
Government will certainly consider any
serious propositions that do not involve
public expenditure.  We must face the
reality that there is considerable over-
capacity in the sfeel industry. One must
consider the viability of any proposition
against that background.

Mr. Roy Mughes: Does the Minister
secognise that packages such as he has
just ‘announced will not end the prob-
lems of Shotion and the rest of the steel
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industry?  Will he consider mtroducing
controls fo curtail the import of stccl
and steel-related products? Does he agree
that such a policy would put people back
into \mri and help Britain's balance of
payments

Mr. Edwards: 1 have no doubt that
the most important aspect for the future
of the steel industry, not least in Wales,
is that the steel industry should be fully
competitive. 1 welcome the notable
improvement in recent months at Llan-
wern, where there has been a sharp
upturn in productivity. 1 also welcone
the similar patiern that is emerging at
Port Talbot. Such progress represents
the best solution for the steel industry.

Mr. Dorrell : Does my right hon. Friend
agree that the best way to secure cm-
pln\mml in the steel industry in (he
Shotton arca is. as my hon. Friend the
Member for Wirral (Mr. Hunt) suggested,
fo encourage privafe scctor investment
in the Shotton plant? If the British

Steel Corporation oppases such a pro-
posal. will my right hon. Friend consider
using the powers in the Competition Bill,
since a refusal to sell onc of the BSC

anti-competitive

plants would be an
action?

Mr. Edwards: Not only are the Gov-
emment willing to examine such propo-
sitions: we bave initiated inquiries in
that direction. We have had discussions
about the possibilitics, but they have
come fo nathing so far, The Govern-
ment are prepared to consider any pro-

sals.

Mr. Tom Elis: Will the right hon.
Gentleman consult the Manpower Ser-
vices Comn n's Welsh office with a
viLw 1o restoring the culs in services at
the Wrexham training centre?  Will he
also consider substantially incre: the
range of services provided at that Lraining
centre?

Mr. Edwards : T have already had dis-
cussions with the Manpower Scivi
Commission. I am satisficd that it will
be able to meet the likely demand ari;
ing from the closure. Our experience at
East Moors and Ebbw Vale suggests that
the demand will not be overwhelming
The response in those arcas was a little
disappointing in terms of the amount of
retraining demanded.
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Mr. Edwards.]

T shall write o the hon. Gentleman
about the rail link, since that is a matter
for the Ministe ¢
pressing on with the completion of the
MS6 link snd a number of important
jmprovements are taking place near the
Queensferry  interchange, which — will
jmprove the links there. We
gressing with the statutory procedurcs for
the Hawarden bypass, which should begin
carly in 1981, The link between the M36
and’ the ASS is scheduled, but 1 cannot
pive a date. That is the responsibility of
the Minister of Transport and I shall
write 1o the hon. Gentleman about it

Several Ton. Members rose—

Mr. Speaker: Order. A short debate
it to follow on the textile industry, and
many hon. Members have an interest in
that. However, if hon. Members are
brief T hope to call all those who have
already indicated their desire fo ask a
question.

Mr. David Hunt : Does my right hon.
Friend accept that the proposals will be
welcomed in the area, since they go some
way 1o meet the anxietics of those who
work at Shotton? However, | must press
my right hon. Fri
Wrexham: railway line. ks
representations 10 the Minister of Trans-
port and convince him that this is a vital
Jifeline for the area? Will he repudiate
the rumours that that linc is to be
closed? 1Is encouragement being given
o private enterprise to take over the
important Shotton works?

Mr. Edwards: I shall examine the
question of the rail link to Wrexham.
i of
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industry?  Will he consider miroducing
cantrole to curtail the import ol steel
and steci-related products? Docs he agree
that such a policy would put psople back
into work and help Britain's balance of
payments?

Mr. Edwards: | have no doubt that
the most impartant aspect for the future
of the steel industry, not least in Wales,
is that the steel mdustry should be fully
compelitive. 1 welcome the natable
improvement in recent months at Llan-
wem, where there has been a shurp
upturn i productivity. 1 also welcome
the similar patiern that is emerging at
Port Talbot. Such progress represents
the best solution for the steel indusiry.

Mr. Dorrell : Does my right ion. Friend
agree that the best way to secure
ployment in the steel indusiry in
Shotton arca is. as my hon. Frie
Member for Wirral (Mr. Hunt) suggested,
o, cncourage private sector investment
in the Shotton 12 If the British

Steel Corporation opposes such a pro-
posal, will my right hon. Friend cansider
using the powers in the Competition Hill,
since a refusal fo sell onc of the B

would be an anti-competitive

plants
action?

Me. Edwards: Not only arc the Gov-
ermment willing 1o examine such propo-
sitions 3 we have initiated inquiries in
that dircetion. We have had discussions
about the possibilities, but they have
come to nothing so far. The Govern-
ment are preparcd 1o consider any pro-
posals.

Mr. Tom Eliis: Will the right hon.
Gentleman gqmul( the Manpower Scr-

There are plans for the imp
the road links from the Chester southern
bypass to Wrexham and for improyements
in the Wrexham area. The Minister of
State made it clear yesterday that the
Government will certainly consider any.
serious propositions that ‘do not involve
public expenditure.  We must face the
reality that there is considerable over-
capacity in the steel industry. One must
consider the viability of any proposition
against that background.

Mr. Roy Hughes: Docs the Minister
recognise that packapes such as he has
just_ announced will mot end the prob-
Jems of Shotton and the rest of the sieel
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vices 's Weish office with a
view to restoring the culs in services at
the Wrexham training centre?  Will he
also consider substantially increasing the
range of services provided at that training
centre?

Mr. Edwards : 1 have already had di
cussions with the Manpower Services
Commission. 1 am satisfied that it will
be able to mect the likely demand aris-
ing from the closure. Our experience at
East Moors and Ebbw Vale suggests that
(he demand will not be overwheiming
The response in those arcas was a litlle
disappointing in terms of the amount of
retraining, demanded.
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[Mr. Edwards.)

I shall write 1o the hon. Gentleman
about the rail link, since that is a matier
for the Minister of Transport. We are
pressing on with the completion of the
MS56 Jink and a number of important
improvements dre taking pliace near the
Queensferry  interchange,  which  will
improve the links there.  We arc pro-
gressing with the statutory procedures for
the Hawarden bypass, which should begin
carly in 1981. The link between the M36
and the ASS is scheduled, but T cannot
give a date. That is the respansibility of
the Minister of Transport and 1 shall
write 1o the hon. Gentleman about it

Several Hon. Members rose—

Mr. Speaker: Order. A shoit debate
is to follow on the fextile industry, and
many hon. Members have an intercst in
that. However, if hon. Members are
bricf I hope to call all those who have
already indicated their desire to ask a
question,

Mr. David Hunf: Does my right hon.
Friend aceept that the proposals will be
welcomed in the area, since they go some
way to meet the anxictics of those who
work 2t Shotton? However, 1 must press
my right han. Friend about the Bidston-
Wrexham railway line. Wil he make
representations to the Minister of Trans-
port and convince him that this 15 a vital
lifeline for the area? Will he repudiate
the rumours that that line is to be
closed? Is encouragement being piven
to private enterprise to take over the
important Shotton works?

Mr. Edwards: I shall cxamine the
question of the rail link to Wrexham.
There are plans for the improvement of
the road links from the Chesler southern
bypass to Wiexham and for improvements
in the Wrexham area. The Minister of
State made it clear yesterday that the
Government will certainly consider any
serious propositions that do not_involve
public expenditure.  We must face the
eality that there is considerable over-
capacity in the steel industry. One must
consider the viability of any proposition
against that background.

Mr. Roy Mughes: Does the Minister
recop {hat packages such as he has
just announced will not end the prob-
Jems of Shotton and the rest of the steel
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industey? Wil e consider miroducing
controls 1o curtail the import of steel
and steel-related products? Does he agree
that such a policy would put people bick
into work and help Britain's balance of
puyments?

Mr. Edwards: | have no doubt thist
the most impartant aspect for the future
of the steel industry, not least in Wiles,
is that the steel industry should be 3
competitiv welcome the notzble
improvement in recent months at Llan-
wern, where there has been a sharp
upturn in productivity. 1 also welcome
the similar pattern that is emerging at
Port Talbot. Such progress represcnts
the best solution for the steel industry.

Mr. Dorrell : Does my right hon. Friend
agree that the best way to secure cm-
ployment in the stecl industry in the
Shotton arca is, as my hon. Friend the
Member for Wirral (Mr. Hunt) suggested,
to encourage privale scctor investment
in the Shotton plant? 1f the British
Steel Corporation opposes such a pro-
posal, will my right hon. Friend consider
using (he powers in the Competition Bill,
smce a refusal to sell one of the BSC
plants would be an anti-competitive
action? P

Mr. Edwards: Not only are the Gov-
emment willing to examine such propo-
sitions ; we have initialed inguinies in
that dircction. We have had discussions
about the possibilities, but they have
come fo nothing so far. The Govern-
ment are prepared (o consider any pro-
posals.

Mr. Tom Ellis: Will the right hon.
Gentleman consult the Manpower Ser-
vices Commisison’s Welsh office
view to restoring the cuts in seryi at
the Wrexham training centre?  Will he
also consider substantially increasing the
range of services provided at that training
centre?

Mr. Edwards : I have alrcady had dis-
cussions with the Manpower Sei
Commission. 1 am 5 that i
be able to meet the likel

vith &

rvices

it will

y demand aris-

ing from the closure. Our experience at
nd El

East Moors and Ebbw Vale supgests that
the demand will not be overwhelming
The response in those areas was a litile
isappointing in terms of the amount of
retraining demanded.
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Mr. Porter : Docs my right hon. Friend
pot find it ironic that the £15 million
and the further sums from
{o be spent in the next few years is about
the same as the capital investment re-
quired to m; Shotton profitable? Will
he consider carcfully any serious propo-
sitions 1o take oyer Shotton that are made
by private interests? 1f the # serious
interest in taking over Shotlon, will my
right hon. Friend bring to the attention
of his colleagues the fact that there must
have been something wrong with BSC's
attitude fowards Shotton in the last few
years?

Mr. Edwards: It is unrealistic 1o sug-
gest that invesiment on the scale supeested
would have made Shotton profitable,
Shotton is likely to lose about £40 million
in the current year. The British Steel
Corporation envisages that an investment
of £40 million would improve profit-
ability by only £7 million.” We shall
examine any proposals from the private
sector.

Mr. Geraint Howells: Is the Secretary
of State aware that last week
ment by the BSC came as a severs
to the Welsh people, especially those liv-
ing in the Shotlon arca? Ts the Secretary
of State aware that although I welcome
many of the proposals, I am a little wor-
ried about the future of the young people
in the area? What plans has he 1o safe-
guard the interests of the school leavers
in the next five years? Has he any plans
to meet those in the private sector who
are inferested in purchasing the.whole
works? 1f such a proposal is made, will
he postpone the closure?

Mr. Edwards: We all share the hon.
Gentleman's anxicty about the future of
the young people. I have outlined some
of the measurcs that we intend to intro-
duce (o attract fresh jobs to the arca. I
emphasise that Shotton has much (o offe;
It is an ideal site, it has good communi
cations, and a work force with a high
reputation. Those are the aspects that
we must sell. 1 know of no specific pro-
posals by the private seclor, s0 1 am un-
able to meet anyone in that connection.

Mr. Wigley: Does the Sccreta
State accept that about 10,000 nes
are necessary to meet the jobs lost by the
closure of Shotlon, taking into account
the direct_and indirect effects of the
closure? Does he aceept that the 3.000
1312
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in the pipeline are already nceded
se of the high unemployment in the
arca? Does he agree that about £100
million inyestment is needed, albeit not
all from the public sector?

jobs
be

Will the Sccretary of State undertake
to provide more than £15 million if he
finds that that is not enough? Does he
accept that an arca wider than the Shot-

c]-to- ea will be affected by
the closure and that large arcas of Clwyd
and Gwynedd will be affected?  Will
examine the full effects of the closure
throughout the arca?

Mr. Edwards: On the best advice that
I can obtain, 1 belicve that the hon. Gen-
tleman's estimates are too high. Indeed,
they are higher than those produced by
the Clwyd council. Experience at East
Moors and Ebbw Vale tends to confirm
that the estimates are too high. cept.
that the consequences will be widespread,
We shall give consideration to them. The
fact that we have been willing 1o upgrade
demonstrates that we are prepared o
respond to changing ci 3
shall always consider the circumstances
as they develop.

Mr. Parry: The Merseyside group of
Labour Members, which has always sup-
p

nt,
ant b
rs, will be disuppointed with the
ag Does the Secretary of
State realise that although we fully sup-
port the upgrading of Shotton to special
deyelopment area status the area will be
competing with Merseyside, where there
is already a serious unemployment
problem?

Mr. Edwards: 1 understand the hon.
Gentleman'’s fears. 1 do not believe that
a successful regencration of the Shotton
area will harm Merseyside, I take a con-
trary view. If we have a successful and
healthy economic arca close by, the rever-
berations will spread out. As 1 have said,
the Shotton work force has an enviable
reputation.  Areas can sell themselves on
the qualities and facilities that they have
(o offer. In the long run that applies to
Merseyside as much as to Shotton.

Mr. Alan Williams: Is not this rag-
bag of non-events another example of
the right hon. Gentleman's failure to
win any meaningful battle for Wales
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[Mr. Williams.]
within the Cabinet? Does not he realise
that the Government's abandonment of
the industrial development certificate can-
trol alrcady condemns to failure the
proposils that he has put forward? It
any margi

inevitably be at the expen:
of need 1o the west of Shotion and nl
Merseyside?

Ts it not the cruellest of deceptions 1o
pretend that the Government are willing
1o contemplate a solution through the
privite purc) nd production of steel
at Shotton, when the Secrelary of State
for Industry has indicated that no funds
would be available for that purpose—

cven those that would normally he

able for alternative job creation in a
special development area, and that if a
proposal came forward it would have to
be subject to the approval of the BSC?
Is the right hon. Gentleman aware that
only two weeks ago the Prime Minister
told the Welsh TUC that in her opinion
Shotton had to close because the saving
of Shotion would have adverse repercus-
sions that would be unacceptable, in the
Government's view, for the rest of the
Corporation?

Mr. Edwards: My hon. Friend the
Minister of State, Department of Industry
made it clear yesterday that the Goy-
cmment would consider representations
on their merits. My hon. Friend did not
indicate that there would be a veto from
the Carporation, although it is necessary
to take into account overcapacity in the
steel industry. It would be madness for
any Government 1o fail o do so.

The right hon. Gentleman’s suggestion
was characteristically unconstructive. He
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argued that any success that we may
have from what he described as our
rag-bag of measures will have an un-
fortunate cffect on neiphbouring arcas.
Presumably if we had put more money
into Shotton the cffect on neighbouring
ateas would huve been cven creater, 1
am not sure what the right ho,. Gentle-
man is sugeesting.  He also referred to
industrial development control. The high
level of inquiries, infere .md new com-
panies mmmp to Wales suggests that
what he is saying is complefely untrue.

K WERLSH AFFI\IRS\(

Ordgred,
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their condertion—[Mr,
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CONFIDENTIAL ANNEX F
EEC ASPECTS - Note by Department of Industry
Community Financial Assistance
55 The ECSC pays up to 50% of the cost of resettlement grants to redundant
coal and steel workers within the terms of Article 56 of the Treaty of Paris.
The UK Iron & Steel Employees' Readaptation Benefits Scheme (ISERBE), which
provides various types of weekly income support benefits to eligible steel workers
(benefits take the form of make up of earnings in new employment, enhanced
unemployment payments, retraining allowances and, for older workers, the option
of commuting this to an early pension) takes full advantage of the ECSC aid avail-
able. In 1980, the UK expects to receive at least 21.5 MEUA (£14 million) of the

67 MEUA (£43.5 million) provided under this heading (coal and steel combined).

2. Under Articles 54 & 56 of the Treaty of Paris, ECSC loans, which may include
an element of interest subsidy, can be made for modernisation projects in the
steel and coal industries and for projects (re-conversion projects) in other
industries that provide jobs for redundant steel and coal workers. These loans
use money borrowed on the market by the Community but the interest subsidies are
financed from the ECSC budget. In 1979 the estimated total of the interest
subsidies to UK re-conversion projects was 11 MBUA (£7 million) or 40% of the
Community total of 27.4 MEUA (£18 million). In 1980 the high proportion of such
expenditure going to the UK is expected to be maintained. Although BSC is
currently not receiving Article 54 investment loans, in 1979 the UK received an
estimated 1.7 MEUA (£1 million) of interest subsidies on such loans out of the
Community total of 19.6 MEUA (£13 million). The UK Government has an exchange risk
cover scheme to encourage use of re-conversion loans vhich are additional to UK
Regional Development Grants. The UK also benefits from Research Grants from the

ECSC budget.
2. The ECZC budget is normally financed mainly by the Community levy on the
steel and coul industries, but because of the heavy demands on it under Articles

S & 56, member States, including the UK, made special ad hoc contributions

= Al
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totalling 28 MEUA in both 1978 and 1979. A proposal for a further contribution
in 1980 is under consideration in the Gouncil framevork.

Zﬁe expect shortly to recommend to Ministers that a further contribution be made
in 1980. The Commission has recommended that the total of the supplementary
contributions be increased this year to 43 MEUA,"but there are indications that

some member States may oppose such a x‘ise_._7

4. It should be noted that the total expenditure throughout the Community under

the ECSC budget in 1980 will be 188 MEUA or £122 million.

Proposed "Social Measures'

Se The proposed European social measures for the re-structuring of the steel
industry may be mentioned in connection with European aid for the steel industry
(particularly in view of Commissioner Vredeling's much publicised comments).

The UK Government views them with misgiving. It thinks it would be counter-
productive to subsidise jobs in order to put off inevitable redundancies. The
resources could be better used for creating new jobs. Only Belpgium, who have
already implemented some of the measures, clearly supports the proposals which
are still under discussion in the ECSC working group. The resources for the new

measures have not been secured either; there are legal objections to their proposed

funding from the EEC general budget. (J%¢ rlsw @ Eirons

¥
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totalling 28 MEUA in both 1978 and 1979. A proposal for a further contribution
in 1980 is under consideration in the Council frameworlk.

ﬁe expect shortly to recommend to Ministers that a further contritution be made
in 1980. The Commission has recommended that the total of the supplementary
contributions be increased this year to 43 MEUA,”"but there are indications that

some member States may oppose such a rise_.7

4. It should be noted that the total expenditure throughout the Community under

the ECSC budget in 1980 will be 188 MEUA or £122 million.

Proposed "Social Measures"
Se The proposed European social measures for the re-structuring of the steel
industry may be mentioned in connection with European aid for the steel industry
(particularly in view of Commissioner Vredeling's much publicised comments).

The UK Government views them with misgiving. It thinks it would be counter-
productive to subsidise jobs in order to put off inevitable redundancies. The
resources could be better used for creating new jobs. Only Belgium, who have
already implemented some of the measures, clearly supports the proposals which

are still under discussion in the ECSC working group. The resources for the new
measures have not been secured either; there are legal objections to their proposed
e
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AHEZ T (cont'd)

PRIME MINISTER @vevlia ML~L

Qotst. #e e foortn
Background Note
In an article in the 'Guardian' today Commissioner Vredeling
has repeated his allegations that the UK is not using all the
European resources available to its steel industry.

There is considerable surprise that no official or unofficial
contacts established any complaint prior to Commissioner Vredeling's

remarks to the European Parliament and the UK press.

General outlines of BSC's plans were quickly sent to the Commission
(on 12 December) and we understand that officials in the Commission
told the Commissioner about these. Applications for readaptation
benefits for individual plants are submitted as soon as possible -
recently the Commission allocated £7.7m for Shotton, and the
allocation was signed by Commissioner Vredeling.

It is most likely that at the back of the Commissioner's remarks
is the unenthusiastic reception given to his proposed 'social
measures' involving early retirement and work-sharing in the steel
industry. Commissioner Vredeling may be seeking to use the UK as
a whipping boy because it considers work-sharing would be counter-—

productive. But other member states are oqualiy opposed to the
measures. We continue to seek details of Commissioner Vredeling's

Temarks.




ATIEX T (cont'd)

QUESTIONS AND ANSWERS

Q Has the Prime Minister seen Comm: oner Vredeling's
remariks about the UK not using available European aid
and will she coniizm them?

A In the absence of details of what Mr Vredeling is saying,
it is difficult to ascertain what substance there may be in
his assertions. Foe example, since 1973 there have been 100
applications from the UK under the Iron and Steel re-adaptation
Benefit Scheme. One of the latest has been the application
for Shotton where the Commission has already accepted that its

contribution will be nearly SZ’ million. The Department of

Industry informed Commission officials on 12 December of BSC's
proposals for redundancies in 1980/81."




ANNEX T (cont'd)

QUESTIONS AND ANSWERS

Q Has the Prime Minister seen Commissioner Vredeling's
remarks about the UK not using available ruropean aid
and will she confirm them?

A In the absence of details of what Mr Vredeling is saying,
it is difficult to ascertain what substance there may be in
his assertions. TFoe example, since 1973 there have been 100
applications from the UK under the Iron and Steel re-adaptation
Benefit Scheme. One of the latest has been the application

for Shotton where the Commission has already accepted that its
contribution will be nearly Sg’million. The Department of
Industry informed Commission officials on 12 December of BSC's
proposals for redundancies in 1930/81."
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: . THE COAL INDUSTRY

Points to lMake

(i) The Government is fully committed to securing an expanding and
commercially viable coal ind ry. That is why we have sanctioned
£600m investment this year with a similar sum for next. Ve are also
making £255m grants available to the industry in this financial year
with some & m fon next. The general oublook for the coal industry
od and will remain so for the rest of the decade provided that
control of its costs.

(ii) But I accept that there are real.problems for the coking coal
industry especially in South Wales. This is not solely a result
of the planned BSC closures. ICB coking coal is currently some
£8/tonne above coking coal which BSC can import. There are also the
problems of quality. The plain fact is that too often the geology
is against us. In these circumstances it would be a mistake for the
Government to try to prop up parts of the industry which are not
viable in the longer term. The Government - that means the t©

— has not a limitless purse. Ve have already announced that we ave
making £834m available to the industry next year. A colossal sum.

It would be wrong to hold out the prospect of any more. In these
circumstances the NCB itself must decide how to allocate the available
funds. It is their decision, but it would surely not be in the
industry's longer term future if money was diverted from investment

in the profitable parts of the industry.

(iii) If asked about the Government's financial strategy for the I
Mr Howell told the Coal Industry Tripartite meeting on 22 October
that the Government thought it right for the industry to stand on
ovn feet and continued financial assistance would therefore be on
declining scale. PSome of the financial limits for support set in
Coal Industry Act 1977 are now being reached and no doubt ne
legislation will be required. Any announcement necessary will be
msde in due course.




. (iv) Department/Energy lMinisters have already stated their
willingness to consider special assistance for coking coal within
the very large amount of money which the Govermment have already set

aside for the coal Industry and within existing ECSC rules and cther

guidelines. The NICB have already diverted some 4m tonnes of coking

coal to power stations, primarily from the North East coalfields.
It may be possible to switch some coking coal to other markets, with
less loss of revenue than might have been expected.




ANNEX G (cont*d)
TACTS ON COKING COAL

(i) The NCB have not yet evaluated the full effect of the BSC's
proposed closures, but after taling account of all possibilities of
switching coking coal into different markets, they foresee being

left with some 1m tonnes per annum, for which they have no obvious

market. This would be bound to increase the number of pit closures,

but the Board have not yet identified candidates. Because of the
possibility of switching the output of pits or transferring coal to
different markets, thepts which might be closed are not necessarily
those in the past supplying BSC. [STRICTLY CONFIDENTIAT: The only
indication of the number of possible closures in South VWales is the
NCB's local area Director's view that 8-10 pits might have to go.]

(ii) NCB areas most affected by a reduction in BSC colking coal
demand would be Staffordshire (but nearly all the coal affected
could be trensferred to other markets), the North Fast, Kent and
above all South Wales. South Wales is particularly affected because

a) As the Tripartite study made under the last Administration
showed, the area faced formidable problems even before ESC
closures vere in prospect.

b) The area produces about 3.5m tonnes of coking coal
(about 25 ver cent of total NCB output) from 18 pits
employing 14,500 men. There is no obvious outlet for
this coal other than BSC - its low volatility prevents
it from being burned in English power stations.

The press has reported the NCB's Area Director for South Wales as
saying that the trimming of iron making in South Wales could

threaten 21 pits out of 37 in the area, emplying in total 14,000 men.
The context suggests that this is the number of pits whose position
would be reviewed; mot all of them would be closed. A figure of apgy
loss of 14,000 jobs has also been quoted, but this would occur onlj f/
took no South Wales coking coal, which is scarcely credible.

(iii) BSC say that the nmew blast furnace at Redcar can only use
45 per cent from domestic sources of its total coking coal require-
ment (24m tonnes per annum at full output). The BSC and the 1iCB




. differ =bout the extent to which blends of British coking coals can
be used in the new blast furnace and tests are still in progress Lo
determine whether a high proportion of British coals can be used.
BSC consider that they may have to have two years' experience before
being able to give a definitive answer.

(iv) NCB coking coal is now selling at around £40/tonne as against
an averape imported price of around £%2/tonne. Their coking coals
are generally of a lower quality than imported coals, penalising
BSC in terms of efficiency and output of steel. The cost of
production of NCB coking coal in 1979-80 is as follows:

Average Loss T
Total Cost Tonne for pu
per tonne assessing col
production sul
5 &
Scottish 44,00 7.21
North East 50.27
Doncaster 32.75
VWestern %8.98
Kent 48.45
South Wales 51.28*%

Coal Tield

= Cost of production range from £65/tonne to £45/tonne.

The table does not include those coalfields, ie other Yorkshire
areas and Midlande, which do not make losses.

(v) Subsidies for coking coal given by other EEC States are:

a) Germany:subsidised to the extent of just under
£14/tonne, selling at £30/tonne in Germany. In return
+he German steel industry takes all its requirements
from domestic sources. BDut B German coking coal is

indemnit:
fekh

of good qualikgesL/Lc N5 ai sadvantaged from using

domestic coal.

b) Belgium: similarly subsidised a in Germany,bub

the Belgiun steel industry can import half its

requirements.

<




¢) [France: mnol subsidised to any significant extent
since coking coal from Lorraine is competitive. But
the bulk of requirements is imported.

In all these cases the money for support comes not from EEC funds
but from the Member States' own resources.

(v) Figures for coking coal supply and demand ebc are attached.

(vil) HMinisters have agreed to give NCB coking coal aid this year
‘wirhin existing grant limit amounting to £8.5m with effect from

1 Jenuary (ie no retrospection). The NCB do not yet know of this
decision and it should therefore not be mentioned at the meeting.

The TUC are seeking a further Jm next year, of which they suggest
the NCB should find £15m within exisbing grants, with the remaining
£18m being additional public expenditure.

(vii) There is no ready Community source of mechanism to enable tne
Community to provide production aid to the NCB for coking coal - the
existing sales aid scheme, payable on delivery to places remote from
the point of production is not relevant. A UK proposal for new
provision would probably require us to contribute to the existing
sales aid scheme/w%ich we do not (cannot)benefit and which at
present is finsnced only by the six founder States. If this happens
the UK might find itself a net loser in financial terms from any new
scheme. A request to the EEC from HMG for special coking coal aid
could prejudice considerations of our much more important coal
production investment proposals. Furthermore, the existing publiec
expenditure controls would suggest that if the NCB gained more money
from the EEC, the Board's cash limit would be reduce pro tanto so
that it was not better off.




COKING COAL SUPPLY AND DEMAND ANNEX G (cont'd)
m tonnes
1997-78  1978-79  1979-80 1980-81 1981-82
(Actual) (Estimated)
Supply:
Total NCB output 120.9 119.9 122

Of which to coke
oven market 16.4 14.7

Demand:

BSC coking coal

requirements:

NCB 9.7 8.5%

Imports 1.12 1.62

TOTAL 10.49 10.15

*NSF 5.1 4.6

COKING COAL BY SUPPLYING AREA

1978-79 1980-81
(Actual) (Estimates)

As % of

Deep Mined BSC Import BSC Import
Output of 2. omb 5.5mt
Area

Coking Coal

Scottish 0.8 10 0.1
North East 1.3 10 0.1
Yorks/lMidlands 43 e

North West 4 10 0.3
1L

Staffs 10 0.
Kent 10
South Wales 35

TOTAL

IMPORTS INPO SOUTH WALES
1977-78 1978-79 1979-80 1980-81
(Bstimate) (Estimate)
0.6 0.7 1.0t 1.9%

* Includes an additional 0.7%m tonnes of U3 ecoking coal for Llanwern.

2

= Port Talbot may accept an additional 0.2m tonnes (of which about half
would replace Staffordshire coking coals) (but more may be at risk)
and Llanwern a further 0.3m tonnes which would displace South Wales
coking coal.
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MEETING WITH TUC : SUPFLEITNTARY BRIEFING

The atbached contingency brief for Thursday's meetin
provides the angwers you reauested to the ISTC document
which featured in the press earlier this month. It is mainly
about BSC productivity end wages and is unlikely to be an

issue with the TUC as such, although Mr Sirs may of course
ise these matters.

\,\‘;:FSN

W J E NORTON
29 January 1980




ANSWERS TO ALLEGATIONS BY ISTC Tl
THEIR 1MEDIA BRIEFING DOCUITENT
WOHE TRUTH ABOUT THE STEEL SIRIKE!

11655 improvement in producti: since 1975"

True, but productivity is still 13% below 1973 levels;
and the productivity gap between UK and other EEC steel
producers is widening. According to an WEDC report of
December 1979, signed by lir Sirs as a member of the Sectoxr
Vlorlcing Party, on a comparable basis it talkes BEC twice as
many man hours to produce a tonne of steel as its major
European competitors.

2. "BSC production manning at Scunthorpe steelmalting plant

is only 75 of that ot the Duteh plent, Ijmuiden. BSC's

U
labour costs ver tonne ave significently lower'.

Production menning may be only 75% of the Dutch level
but maintenance manning is 20% higher and production at the
‘tch plant is 4505 higher; labour costs per tonne are lower
because employment costs are half those in the Dutch plant,
but labour output is much lower. Overall, the comparison is
to our disadvantage.

3. "BSC are using fi G ty that are prepared

on 2 different basi al figures : if like

is compared with he UKL productivity figure is 192

tonnes per man ageinst the German 200",

NEDC do not recognise these figures. On a strictly
comparable basis, BSC say « their workers produce 140
tonnes per annum, French woziers 180 tonnes, end German

worikers 237 tomnes.

4. "Hourly labour costs for UK manual steelworiers are still

the lowest in the FEC. The Britist celworker has

slipped in the earnings league table".




British pay is low, but so is British productivity. 3By
national comparisons the average BSC worker is well paid: £110 per
week compared with £104 for the average worker in manufacturing

industry, and £101 for the average worlier in the economy as a whole.

5. '"No other group of workers has beecn asled to talke such a

dramatic cut din its standard of living. Pay rises of 13-20%
have been gained in other parts of the public sectox'.

Mr Sirs is thinking of coal. The two cases are not comparable:
there is a sbtrong demand for coal and NCB can sell all it produces,
vhile steel is in surplus and BSC is uncompetitive. If the BSC
productivity schemes are successful, their workers will get well
above 12%, more than some public sector workers.

6. "BSC is trading ot a vrofit"

lot true, unless you ignore depreciation and interest - and
you can't, on any normal definition of "trading". Depreciation
and interest talken together are much the same as BSC's European
conpetitors'.

7. "If the Govermment were Lo subsidise coking coal ¥

same exbent as other EEC Governments, BSC would e

£1%5n a year, more than encugh to pay the claim in full".

It is true that BSC have said that the cost penal
to exclusive use of IICB coal is £135m per annum. However the
penalty is due not only to the price of NCE coal, bub also to its
inferior auality, which creates problensespecially for BSC's big
new blast furnace at Redcar: hence their recent decision to switch
to imports for around half of their supplies. [The NCB have now
been told by the Government that they moy subsidise coking coal
provided they can find the money within their cash limit. Tt will
then be a purely commercial decision for BSC where they buy their
coking coals but it is clear that any savings at issue in the
choice of supplier for the marginal coal must be only a frac
the £i35m. /[ Furbher briefing on coldng coal, from the NCB angle,
ig at Aumex G to lir Monck's brief.7
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Treasury Chambers, Parliament Strect, SWIP 3AG
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MEETING WITH TUC: THURSDAY 31st JANUARY
— S ——

. POML .

The TUC have now confirmed that the time we offered
them in the Chancellor's letter of 25th January to
Len Murray is acceptable. The Chancéllor would be
grateful if your Secretary of State and the Secretary of
State for Employment could come. In the light of
discussion in Cabinet, he has decided that, despite the
subject matter, it would be better not to increase the
size of the Ministerial team. All Ministers will,
-however, be supported by officials. We are already too
many for the Chancellor's room, and are therefore content
for Sir Keith and Mr. Prior to bring two each. It would
also be helpful to have one official each from the Welsh
Office and the Department of Energy. We have fixed a
preliminary briefing meeting for 4.30 v.m. on Wednesday
in the Chanceller's room at the Treasu Y. Our officials
are in touch on the preparation of briefing for all the
Ministers.

I understand from David Lea that the TUC side will
comprise the following:- Len Murray, Frank Chappell,
Bill Sirs, David Basnett, Moss Evans, Joe Gormley,
Gavin Laird, Hector Smith, plus David Lea himself and
pPossibly Bill Callaghan.

I am copying this letter to Ian Fair, Bill Burroughs
and George Craig, and to Tim Lankester and David Wright

for information.
BZ" (P,

e

(M.A. HALL)

an Ellison,




29 31 1999




CONFIDENTIAL

Treasury Chambers, Parliament Strzet, SWIP 3AG
01-233 3000

ZS January 1980

Lo

Thank you for your letter of 23rd January, in
which you said that the General Council had decided
that their Nationalised Industry Committee should
seek a meeting with the Secretaries of State for
Industry and Employment and me. I am sure we are
agreed that the meeting would not be concerned with
the current pay dispute in steel, but with wider
questions to do with financial problems affecting
nationalised industries;  these include the financial
basis of these industries in other countries belonging
to the European Coal & Steel Community and the possible
role of EEC finance in relation to the problems
involved, including NCB sales of coking-coal to the
BSC.

I agree that it would be useful to exchange views
at such a meeting. I understancd that 2.45 p.m. on
Thursday, 31st January is convenient to Keith Joseph
and Jim Prior, antd should be very happy to offer that
time. If your Committee cannot manage it, I fear
the meeting may have to slip into the following week,
as I know Keith is abroad on the Friday, and the
earlier part of the week is very crowded.

(GEOFFREY HOWE)

The Rt. Hon. Lionel Murray, OBE







CONGRESS HOUSE + GREAT RUSSELL STREET = LONDON W
Telephone 91-636 4030 Telegrams TRADUNIC LONDON WC1

January 23 1980
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The Rt Hon Sir Geoffrey Hows OC MP SeCretanys [ InpusTRY
Chancellor of the Exchequer

Treasury a Pl W\{W

Parliament Street —
London SW1P 3HE ol CaT
=

IR, PSS
Dear Sir Geoffrey MRR‘(R&E
) ; SR K - Couzris
The TUC General Council today endorsed the statements 1 e
on steel closures and coking coal drawn up by the TUC AR Banes:
Steel Committee and TUC Nationalised Industries
Committee. These are attached. !

The General Council decided that their Nationalised
Industries Committee should seek a meeting with you
and the Secretary of State for Industry and the
Secretary of State for Employment on the financial
problems affecting nationalised industries, with
special reference to the financial basis of the BSC's
operations, and in particular the financing of an
arrangement to stem the rise in the imports of coking
coal by the BSC at the expense of output by the NCB.

Among other matters the Committee would like to
discuss with you are the EEC aspects of both issues,
including the financial basis of these industries in
other countries belonging to the European Coal and
Steel Community and the possible role of EEC finance
in helping to deal with the difficult problems
involved.

I hope that it will be possible to arrenge an early
meeting to discuss these issues.

Yours sincerely
General Secretary

GENERAL SECRETARY: RT. HON. LIONEL MURRAY ORF DEFUTY GENERAL SECRETARY: NORMAN WILLIS
ASSISTANT GENERAL SECRETARIES: KENNETH GRAHAM OBE AND DAVID LEA OBE




THE STEEL INDUSTRY

1 On December 10, the BSC Board announced that they

intended to reduce "quickly" their current manned

liquid steel producing capacity from 21.6 to 15 mtpa,
and the workforce from some 150,000 to 100,000. This
would be done by closures and de-manning at on-going
works. Some of the works closures entailed have already
been agreed, amongst them those at Shotton, Corby and
Cleveland. However, further massive closures lie ahead

in early 1980 under these proposals.

2 With the closures completed, BSC would load the
lowest cost works to the maximum. Social employment
considerations will play no part in these decisions.
The Corporation take the view that they are discharging
any obligations which they may have under that heading
through the work of their job-seeking subsidiary, BSC

(Industry) Limited.

3 The Government have, ostensibly, contracted out of
the situation, declaring that the Corporation's problems
are no concern of theirs, while in reality they have
created the problem and are perpetuating it by théir
policies. They say that they accept that the social-
employment consequences which will follow from the
Corporation's actions are a Government responsibility.

But they give no real indication that they intend to




discharge it or, indeed, are capable of doing so.

4 Turning to the propesals themselves, it is clear

. that BSC regard their three most competitive complexes

as being Ravenscraig, South Teesside and Sheffield.
These will therefore escape further major closures,
and the level of steelmaking and rolling would be
built up during 1980-81. Scunthorpe, Port Talbot and
Llanwern, however, are proposed for major cutbacks.
Outside the complexes, Consett, in North East England,
and Hallside, in Scotland, are both proposed for
completed closure, before September 1980. New
investment would continue in concast equipment at both

Port Talbot and Normanby Park,

5 The Government and BSC are both aware that the
Steel Committee are opposed to the closure proposals.
The Committee have put forward, in general terms,
alternative proposals to both parties. These were
contained in a statement which they discussed with the
Industry Secretary on December 13. They were to the
effect that there should be tripartite discussions,
involving representatives of the Government, BSC and

the Committee, to resolve BSC's problems by agreement.




3
The Committee asked BSC to support this approach.
Regrettably, the Government specifically rejected
the idea and BSC refused to support it. The
Committee also proposed that, within the context
created by these discussions, bilateral negotiations
should be held between the Committee and BSC about
steps which both parties could take, separately or
jointly, to improve efficiency, against an agreed

timetable.

6 The Committee remain of the view that the
proposals set out in their December statement remain
the best way of tackling the present structural
problems in the steel industry. Only a reconsideration
by Government and BSC of their dogmatic policies wiil

prevent irreparable damage being done to the industry.

7 Under the terms of the Steel Act the unions have
not been fully consulted regarding the details of the
proposals being put forward by the Corporation and we
demand a suspension of the proposals until they have
been fully discussed. Moreover, the Government have

in no way been prepared to accept the responsibility

for the devastating social and regional consequence

of its abrogation of responsibility. We do not believe
that the British people would in any way support this
policy if they were given a full account of these
consequences. There is not much time left for a change

of course.




]

4
8 The Committee take the view that discussions
should start at the earliest possible moment, with
the objective of maintaining both Port Talbot and
Llanwern as integrated works. and retain Consett
on a similar basis, taking into account the social
and employment effects of closure proposals (eg,

on the coalmining industry and local authorities).

9 The Steel Committee are prepared to meet
representatives of the Government or BSC, or both,

at any time to discuss these proposals. This, along
with the proposals being considered on the issue of
coal imports, constitutes a continuing agenda of
discussion on which the TUC, through the Nationalised
Industries Committee and the Steel Committee, are
fully involved. wWe therefore recommend to the General
Council that these matters continue to be pursued as a
matter of urgency, at TUC level, recognising the most
serious industrial conseguences which would foliow if
the TUC General Council did not consider the talks led

to any reasonable accommodation being reached.

Jdanuary 10 1980




COKING COAL_AND GICLL

Polnts of Apgreement

(i) In many arcas the NCB can supply BSE with
coking coal of the quality it requires.

(ii) There may however, according to the 835G, be
problems about the quality of cnal needad for Lhe
Redcar furnzce and this is the subjecl of continuing
discussion and investigation between the BSC and the
NCB. :

(iii) Because the price of coking coal from some
overseas sources is below the price of coal produced
by the NCB, the BSC states that it is.obliged to
increase its imports of coal; if however BSC rxercises
its options to increase its imports there will be
catastrophic implications for the mining industry in
South Wales, with severe knock-on effects for other
industries and local services.

tiv) As a long-term objective there should be
alignment of the cost to BSC, taking account of the
value in use, of imported- and domestic coking coal.
This will require Governmunt or EEC aesistance to the
coal industry as is the practice in some of those
European countries which are our main stesl making
competitors.

(v) The details of such a scheme will require
attention. To provide a brezthing space ths NCB and
the BSC should be willing to agree on a scheme for
1980 ‘which will enable BSC not to increase its imports
in 1960. The minimum cost of this will be £33 million
of which £15 million will be provided by the NC3. The
‘remaining £18 million should be part of general public
expenditure.

(vi) A1 parties should approach thz Government to
grant the £18 million subventicn from UK or EEC sources
with a view to working out @ more long-term scheme.

January 10 1986




Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

23rd January 1980

I

INDUSTRIAL PROBLEMS IN SOUTH WALES

Further to my letter of earlier this morning, I
should now report that David Lea of the TUC telephoned
a few minutes ago to say that the TUC would indeed be
seeking a meeting with the Chancellor to discuss
various financial issues related to steel and coal.
The request would be announced to the press at the end
of the meeting of the General Council this morning.

I am copying this letter to Ian Ellison, Ian Fair

and George Craig.
2w,

(M.A. HALL)

T. Lankester, Esq.,
No.10, Downing Street




CONFIDENTIAL

Treasury Chambers, Pacliament Street, SWIP 3AG
01-233 3000

23rd January 1980

INDUSTRIAL PROBLEMS IN SOUTH WALES

Mr. Len Murray telephoned the Chancellor early this
morning, to warn him of pressures likely to come to a
head at this morning's meeting of the General Council in
connection with the complex of problems arising in South
Wales. He was not seéking an immediate response from the
Chancellor; but thought it would be helpful to warn him
in advance. e e —————
——

Mr, Murray said his main objective at General Council
would be to try to avert next Monday's day of action
proposed by the Welsh miners, and to cool down the Welsh

n important strand in achieving

S e.

fhis objective Wa¥ to keep the issues - notably steel
closures,\ coking coal,|and steel pay]- as _far as possible
separate. He emphasised that he was not telephoning the
Chancellor about the steel strike.

The Welsh TUC, and to a greater extent the TUC's own
Nationalised Industries Committee had so far been a
restraining force on the Welsh miners. It was important
to avold using steel pay as a trigger for more generalised
industrial action. There were strong voices on the General
Council in Tavour of a day of action next Monday as a means
of allowing the Welsh militants to let off steam. He
himself could not accept this point of view; he said that
the effect may simply be to give the militants a "taste of
blood". He was worried that generalised action might be
more difficult to control, once the technique had been tried.

Some of his colleagues favoured a request from the TUC
to see the Prime Minister to discuss steel closures. He
saw no pol 1B, ought it would be much more
useful to seek a meeting with the Chancellor, and possibly
other:Cabinet colleagues, such as the Secretary of State for
Industry, and possibly the Secretary of State for Employment ,
to discuss a broader range of financial problems, focusing on,

/but not

Uy Lankester, Esq.




but not confined to, the steel industry - perhaps touching
on EEC aspects. He was thinking of suggesting such a
meeting, in the hope that it would avert next Monday's day
of action (though he was not over-optimistic that this
objective would be achieved). Scome of his colleagues - he
named specifically Sidney Weighell and Joe Gormley - were
coming under great pressures to take more militant action.
He would like to involve them in such a meeting. It was
very important to drive home to the Welsh that their own
difficulties were part of much wider national problems.

The Chancellor said he would need time to give a
considered reaction to Mr. Murray's suggestion. He thanked
Mr. Murray for telephoning, and said he would await the
outcome of the meeting of the General Council with interest.

The Chancellor's impression was that Murray really is
under a great deal of pressure. He sounded distinctly
worried on the telephone. Thé Chancellor's preliminary
view is that it might well be worth agreeing to such a
request if it comes; but clearly Ministers' response will
depend very much on the terms and context of any proposal
for a meeting. I doubt therefore whether there is any
point in treating this letter as anything more than for
information at this stage.

I am sending copies of this letter to Ian Ellison,

Ian Fair, and George Craig.

L oo
=

(M.A. HALL)









