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: CONFIDENTIAL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE e
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 -6797
SWITCHBOARD 01-212 7676

Clive Whitmore Esq

Principal Private Secretary Qﬁ/\ \ N
to the Prime Minister

10 Downing Street

London SW1 7 January 1980
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I attach, as promised, a copy of the joint statement on ;\-

reductions in employment costs and improvements in labour =

productivity issued by the British Steel Corporation and )'

the TUC Steel Committee on 23 January 1976. I also attach

copies of the wage agreements signed in 1978 and 1979, which

also include references to better productivity. The more

significant passages in all three documents are sidelined

in red.

The scope for productivity bargains in exchange for better
pay was drastically curtailed by the first stage of the
Iabour Government's incomes policy introduced in July 1976.
It is also fair to note that subsequently a number of local
demanning arrangements have been negotiated. The fact
remains that the kind of expressions of good intent which the

, unions are offering now have been made more than once before
and have gone largely unfulfilled.

I am copying this letter, with enclosures, to your opposite
numbers at the Treasury, Home Office and Department of
Employment, and to Ian Ellison here.

7&»\./\@ dww&l(

DA-LC Vg,

P W Ridley

CONFIDENTIAL
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BRITISH STEEL CCRPORAT ION

JOINT STATEMENT ON REDUCTIONS IN
EMPLOYMENT COSTS AND IMPROVEMENTS
IN LABOUR PRODUCTIVITY

\

Af the meeting between the British Steel Corporation and the
TUCSICC/NCCC held on the 8th, ¢th, 10th, 22nd and 23rd
January,.1976, agreement was reached as follows:

ia. Both the B.S.C. and the unions concerned believe

" thu* the Corporatici» should be transformed inco a
profitable, high wage, high productivity industry
comparable with its major European competitors.

If these objectives are to be achieved, changes will
have to be made now to reach European ievels of
productivity. The changes will vary between Works
but the scale of the reductions which is needed 1s |
such that alterations in the organisation and structure
of work will be requirad so that working practices
also match those of tnz Corporation's ccmpetitors.

Both the Corpo oration and the Steel Commitiee are

aware, as Lord Beswici: stated in the Oificial Report

on Steel Closures in Scotland dated &h August, 13975,

that: '

"The success of tr*at 1ncu5my will hinge on its
ability to su rop ly steel to using indusiries both at
kome and abroad, at internationally compe titive
prices and gualities. This in turn will require
steel plants — whether already in existance, Now
being built or newly planned following the review —
t o be run in accordance with internaticnal standards
of operational practice and m.:‘mnmg: otherwise
the prospects for British Steel, including Scottish
Steel, r*em‘...mmg, competitive in the 1580's may be
grim." |

Having regard to the Corporation's present financial
pr*oblems the Steel Committee agrees that the neces—
ary recucticns in manpower must take place. The
overmanrning czn be broadly defined as "recession
overmanning' and "inbuilt cvermanning”. "Recession
cvermanning exists because numboers emoloyed die
i exXCesSS C't the requirements ror the current order
lcad. "insioilt evermanming! is that v nich necd
be reduced in orcer to oring productivity up so ina




it matches international standards. The task of
making reductions in both categorics vall begin
immediately. In the case of "recession over—
i anning” the reductions should be completed 1n

three months and the "inbuilt overmanning' within
a period of not longer than two years.
d. The conditidns undar which 'the r*eduction's will

take place are as follows:

(1) BSGC will provide the Steel Committee
with figures on a works by works basis
showing existing manning levels and the
manning levels which they believe to be

desirable.

(2) L ocal management will provide more
detaiied figures at each works to the

trades unions concarned.

A3) || BSC management and the unicns at each

works will begin discussions in orgder to

| achisve the ~ecessary manning reductions.
This will be by agreement wherever manning
oct of agreements or are

levels are the sSuDj
established jointly.
() The Steel Commitiee or the unions
individually (@s anpropriate) are roady to
take acpropriate =ction to nelp the situation
ciould these Hiccu== ons jell Lo pEEgrEsS
The Committee will discuss

atisfactorily.
dures which

tha formal machinery and proce
this purpose in the

0

i
micht b2 nacessary yor

noxt four v/eeXS.

a2 will publicise to thewr
cness of BSG's position
oluntary agraements

(3) r Tha Steel Committ
| membars ing seriocu
=nd the nced to reacn Vv

‘\ a2t Wworks level.

(6) At the 2nd of s1X onths from the cate ©h

this acireement the Corporation and the Steel

il Fneet toipevieny progress and
to decida what furtner sction may be necessary.

(7) Maximum acvantage will be taken of natural

wastage wnich over the last five ycars nas

2

been at a substantial icate. 1t will therctoire

f

=ry to cbtain cornmitrnznis from

-

b2 necess
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3)

unions at all plants that job vacancies witl
o met where possible from internal job
restructuring and transfers rather than by.

external recruitment.

The maximum opportunity for'voluntary
redundancy will be allowad.*. 5

The unions have accepted the Corporation's proposals
to load fully the low cost plants and to stabilise the
load. on the "Basu\ric‘k" plants as detailed at the |
meeting. In the first instance firm offers of
redundancy will be made to the surplus labour in
these plants. If this fails to produce the necessary
reduction in the labour force then the Corporation
will consider other redundancy measures as
describad in the footnote. '

Tha Stcel Committea accept the principle that

bacause of the critical financial circumstances,

weekend and other premium shifts will only be
loadad aitar all non—premium shifts have bzan
preperly utilised. Changes in shift working will
be prececad by full consultation. The Steel

. Gommittee recognise that tne management have
traditionally had discretion in deciding what shift

pattern to oparate at works (where no Agreament

— i
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covering the matter exists). Howaver, thay
believe that any variation should be implemented
numanely and vditn the longest possible notice.

D R e
S b, S e,

' etions in premium shifts have taken

<imca 4th January, and an unresolved dispute
ituation sxists, the follewing arrangement will

The sattern of rota and orernium shift
working which existed immediately prior
to <in January, will be restored,

The Corporation's position is that il the manpower
Las not been reduced within 12 weeks of the cate winen
sobs are declared redundant, then othzpr redundancy

measuires will have to be applied.




The unions «.,onccr*nr»d will 1mmndutely
ensure a retur n to normal working where
it has been interrupted.

The Corporation will imrnediately begin
discussions at each plant with the cbject of
renegotiating the changas™in 'cjuestion.
The Corporation and the Steel Committee
have agreed a deadline of 8th February, 1976
by which negotiations will be completed and
any appropriate action taken.
~The Steel Committee accept that under the terms
of the guaranteed week agreement reasonable
alternative work will be undertaken and the °
Committee agrees that every union will support
the management in their endeavour to introduce
flaxible and mobile working. (The N.U.B. will
discuss arrangerants with the Corporation on a
separate basis).

Tha Steel Committee has accepted that where

the Guaranteed Working Weak Agreement applies
the shifts on which vwork will be found will be at
managemaents’ discretion. Works and Deparc—
ments wiil be reguired to give waekly a forimal
statement of forward order loads and inform local '
trade union representatives of the effect of these
cn future working arrangements.

P e £ e -

also recognises the need (o
such matters as working lignt
job content and mobility, particularly
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the uindertaking of alternative work .
vvithcu ~icticns caused by traditional unicn and
Eirencn bouncari While such jeb restructuring
~ay give rise to a higher job content any negotiation
recgarcing a revision of 2arnings must be considered

in the light of Governmeant anti—Inflation policy and

2 i Al A e S B A

the Corporaticn will renew its representations to the
Geovernmant on this point. The Corporation and the
unions will proczed with nzgotiations on joD
restructuring even though implermentation méy nave
to 2wait changes in Counter-Inflation policy. Apart
from productivity agreements, the Steel Committee
would hawve no objection to their mernbers reaching
egreemant locaily which provided for an agreed
amcunt of de-manning in exchange, for example,

ror the early rétirement of older workers with Tl

L SR My e, ’. . el
LIttement or { crecase the futuice wviability of




S

.-
iy
—

] ® _ . | (5)

The Steel Committec affirm that they will take
appropriate steps to minirmise t-"nc number of
unofficial strikes which occur in that part of the
Corporation whnare they bhave responsibilities.

2P Both the Corporation and the Stzel Co mmittee
1 have agreed in principle to introcduce across the
Corporation at Divisional and Works levels _]omu.
managemeant/union teams to implemeant the
immadiate introduction of the arrangements
agreed above particularly plans to reduce manning
, and means by which unofficial strikes can be
minimised. During the next four weeks, the
details of these arrangaments which will include
provisions fordeadlines during which negotiations
can be completed, will be worked cut jointly by
the Corporatiocn and the Steel Commlttee and
introduced immediately. Uit

1181 This Cocumzant is intendad as a Cle'ar* declaration
on the sart of the Corperation and the Steel
Cornmittea, to both the management and work—
force, of the actions required to improve cost
performance. The policy of the Corporation 1s
to consult with the workforce at all levels and it
is impzarative that this practice is applied to the
rmatters detailed above.  Both parties recognise,
however, that in view of the enormity of the pi~roblems
presantly facing the Corporat icn sucn GISCUSSiIoNS
c=nrot bz zllowed to delay the impleméntation of

Q.

this agreemant,

Qs

(v

On behalf of the ! | OCn benzalf of the
Conzoretion TUCSICE/NECE
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'y
BRITISH STEEL CORPORATION
PRODUCTIVITY COMPARISONS
i
The following productivity comparisons are based on BSC | _;
“i{ron and steel activities only. They exclude emplcyees : : [ :
in mining, quarrying, refractories, RDL L.imited, and -i
BSC (Chemicals) Limited, etc. i

/—
Y- T

T T e T T D e

Number of employees
: BSC would need to
- | employ, in Iron and
i Steel activities, to
achieve comparable

Y T—— T~

L-{quid Steel. . | _prOductivity, given f
Tonnes Productivity comparable plant :‘
- . per man year Index configurations |
BSC 131 100 i 182 : |
France iS4 il e : 146 §
‘ Germany 025 i i ‘ 105 ?
3 ~ - ° 3 i- .
italy | 232 Sy s 103 { b
Netherlands 243 485 | 3 'k
United States 274 209 37 HE
B o e e 572 <z Ul 64 P b
'y’ ;
(Main Ssurce E,C,S.C. 1873) Lo
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MEMORANDUM of AGREEMENT made on the <2 © é@w*a je

between the BRITISH STEEL CORPORATION, 33 GROSVENOR PLACE

Y,ONDON SW1X 7JG, (hereinafter called "the Corporation™) of

the one part and the IRON AND STEEL TRADES CONFEDERATION

 SWINTON HOUSE, 324 GRAY'S INN ROAD, LONDON WC1X 8DD,

(hereinafter called "the Confederation“) of the other

part with regard to an INCREASE IN WAGES.

The Confederation submltted a clalm forlan 1ncreaee in wages
'*toto take effect following the terminatlon of the period
'icovered by the natlonal agreement dated 7Lh December 1976.
'_ Negotiations on the claim took place at conferences held on ,t |
~the 30th November 1977, 17th January and lst & 22nd February lq}
“'Jf'Agreement was reached taking into account the importance of
“'fully inplementlng the agreement dated 23rd January 1976 |
:between the Corporation and the Steel Commlttee, to Wthh the
Confederation was a signatory,‘in respect of reductions in

employment costs and improvements in labour productivity.
It is now agreed that:-

j Both parties recognise the serious financial difficulties
facing the Corporation and are committed to the introduction
of measures which will assist in reducing the financial losses

of the Corporation.

g Both parties accept the'continuing need to improve

the operating performance of the Corporation

/....C...'...h.




Bl el

ae agreed under the terms of the 23rd January 1976

agreement, particularly_threugh progress in the fellowing

areas:=

[}
V

1

The early closure of Beewiek plants as further
detailed.in Clause 1 of Appendix 1 together with
meaningful discussions ebout'the means by which
reductiens in operatingcoers and improved performance

can be achieved,in the Corporation's ongoing plants

during thecurrent*ear.

The reduction of unofficial disputes by adepting

the procedure set out in Clause 2 of Appendix 1.

In addition the Confederation will emphasise to

lits meﬁbers the seriousness of the trading situation
and the crucial importance of maintaining supplies

to our customers on time during 1978.

The commissioning and operation of new.instellations
without delay by the adoption of the procedure set
out in Clause 3 of Appendix 1 for & trial period of
one year |

At locai'level the parties will jointly conducr a
critical examination of manning levels, and consider
what.actions can be taken to bring about a general

imprd%ement in productivity through reduced man hours,

related costs and improved performance. The means by
which such improvements will be achieved are set out

in Clause 4 of Appendix 1.

ST




2.5 The Corporation and the Confederatlon agree to
Joint looal examination of problems arising from

high absentee levele and poor timekeeping.

3. The - workers covered by this agreement are those members
of the Confederation (a) employed on production conditions
/ overed by the National Agreement dated 7th December 1976
’(see Clause ) thereof) and (b) any members in respect of
whom.agreement has subsequently been reached betwoen the
| Corporation and the Confederation that they shall be

transferred to Corporation Heavy Steel Conditions (subject

to the condition of Clause 7.2 below) .

4. This Agreement is made for a twelve month period from

6.00 a.m. Sunday lst January 1978.

5. There shail be an increase in pay for all workers covered
by this Agreement from 6 00 a.m. on lst January 1978 subject

- to the exceptions detailed in Clause 7 as follows:-

J«dl En anewerlto the national Confederation claim for
an increase in oay from 1st January 1978 and in
acknowledgement of the agreement of the Confederation
to actions detailed in Clauses 2 and the Appendices
to this.ngreement there shall be a general inérease

to rates of pay from 6.00 a.m. lst January 1978 of 1 © g,

6. The present arrangements regarding Phase 2 supplement will only

‘be changed in so far as to increase the minimum and maximum

payments by the genoral inoroaee /

M
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ayment expressed as a

onus incentlve or other P
ded the

re to whlch has been ad
n Clause 5 above shall

Any b
percentage ki a ra

percentage increases stated 1

not be further in

Where necessary S

creased as a result of

Agreement. | uch agreements will be
adjusted accord*ngly to_ensure this condition'is met.

rs aubsequently transferred to

7 & In the case of worke
on Heavy Steel condition
£ thia Agreement shall apply

Corporati g the increases
detailed in. Clause SRl s

on the first gunday following the

0%, S ARG AR L from 6 00 a m.

rom the date on which theilr

expiry of twelve months £
1 wage increase +ook effect.
e 5 shall only be applled

1ast principa The
reases detailed in Claus
prOV1ded the supplement

1idated into their rates as a result of any

inc
‘had not been

“£o these workers

conso

previous revision.

s not result in a change in the

7.3 This Agreement doe
g for the purpose o

calculation of previous earning

employees

redeployed pbefore the date of -this Agreement.

shall be centinued.

1 be submitted by the corporation to the

This Agreement shal
ation that it ig consistent

pepartment of Industry for confirm

with H.M. Government's Pay Guidelines. / |

/‘n
.Q.Q.Og.'nﬁ
] &
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SIGNED ON BEHALF OF THE

BRITISH STEEL CORPORATION
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'APPENDIX 1

During thelperiOd'covered by this Agreement the Corporation
and the Confederation will co-operate fully in discussions
with the'éte@1¥Committée bn the identification of Beswick

plants where permanent closures can be brought‘fo:ward;

-

|
4

o f;l.Thé arrangenents undex which agreed early EIOSurés

fyt:'lﬁill’takeplace shallbe.theéubject_ofdiscuséionh
h;f;j $ﬁd negotiation at iocallevel between national and
| - local offiéiéls of the pafties concerned. The
"fiqf ?a;rah§eménEswhi¢h applied ét‘ﬁhe”HartlepgpiWQ:ks':'1_

a .shail'formthereferehﬁeéoiﬁf‘ét‘otherworké ﬁheﬁ‘.
 consideration isgivénbtdthe'termsand ccnditions_of
termination of employment of the employees concerned
et and 'the Srderly permanent and early closure of the

—

plant.

B 17 The Corporation and the Confederation recognise the need

‘Lo reduce the incidence of unofficial disputes.

2.1 Where inter*union'disputeé éfise the édnfedefatién
_agree'to discuss such.issues with the interested
parties without delay and in the event of.nb
immediafe resolution of the problem agree to
injtiate speedy reference to the appropriate body
i.e. Steel Committee or TUC for the matter to be

- dealt with under the established disputes machinery.

There shall be no impediment to normal operation

PR RSO




during the period'required to resolve the'problem.

If neceseery the Corporation shall discuss with the

intenested oartiee the arrangements that shall apply

to eneurethatthere shall be no impediment to normal
‘ operationé during'the period fequired to solve the

problem.fw Such arrangements shall be without prejudice

jto any party.-

?"The Corporation and the Confederation recognise that
disputes may be the responsibility of either party
and that existing agreements at both local and national
1eve1 have evolved over a number of vears and form the
 basis of the negotiating machinery. These Agreements
are reaffirmed. | |
Both parties recognise thet‘delays in operating

_ the'negotiating;machinery can cause disKlatisfaction

o'

'iuand they agree to speed np the procedure.

Where any dispute occurs it is agreed there shall
‘“be no interruption to, or restriction to work

while the machinery of negotiation is operated.

Both parties shall meet to consider the recomnendation:
of the Heathrow Working Party Reports. As a first
‘eiep consideration shall be given to agreeing the
revised procedure arrangements incorporating the

main recommendations of the Heathrow Working Party

No. 3.

/uaotaonoccuoo




'_In addition, in the interim period a revised
| ystem of conductlng neutral committees in
. ... line with the discussions already held and
'I lwhidh'allows for advisers to be present at
I'N?V. g such committees, shall be introduced for an

_ experimental period of one year.

Where new plant or installations are'being introduced there

shall be no delay or interruption to the commissioning and

,opération of the new'plant. This willfbe achieved by a
commitment from both parties to establishiné pre—commissioniﬁg

agreements including the terms of the special procedure shown

in Appendix 2.

The Corporation.and the Confederation recognise there is an

urgent need to reduce manpower and improve productivity.

USRS |

4.1 In works where lead~in payments under WMIS are being

L

paid, both parties are committed to as speedy a COHClUbiOH
as possible to outstanding studies in order that schemes
may.be finalised and brought onto a 'live' basis.
EVery‘effort'Will;bémaae to conciude these arrangements
in twelve months. | :



AT facmlltate the overcoming of 1oca1‘problems,
| including the speed of implementation of the study
programme, a flying squad consisting of national
officers'of theiConfederation and the Corporation
f  will be set up to visit areas where difficulLles

"-are occurring andessist in solving them.

b wofks whére work measuredleadﬂin'pogments do

'not exist both parﬁﬁes can agree, as an alternative,

T to implement self- finanoing productlvity schemes
designed to moet job restructuring arrangements referred 10
to in Clause 7 of the 23rd January 1976 Agreement.
The use of work study is not precluded and particular
attention will have to be paid to ensure that area

wage structures are not distorted.

The Confederation understands the Corporation's
position that it must conform to the Government
cridteria concerning self financing productivity

schemes.

—ewuveves Shall be not less

ek by o Uk ema e et e 0 MBS e R e Ll U
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. SPECIAL PRE*COMMISSIONING PROCEDURE FOR SETTLTMENT oF
B TFFERENCES WITH REGARD TO MANNING, RATING AND OTHER

. CONDITIONS OF EMPLOYMENT APPLICABLE FROM THE DATE OF

COMMISSIONING OF A NEW PLANT ;

bR o p————————— S ——————————

o 0
L& .

The normal procedure which applies in the Corporation
‘ heavy steel sector is to be used as the primary procedure

for resolving questions and differences with regard to

.‘q,manning, rating and kindred matters prior to commissioning

‘,.‘7 dates of naw plants. | The apecial procedure detailed below

will only be used when the parties involved have been
unable to resolve matters through noxrmal procedure in time

| for commissioning to take place on the planned date.

"'_,l".. ) --,",'-..

1f any difference is.not resolved one month prioxr

"ngto the commissioning date the issue will be automatically'

- peferred to a special panel convened for this specific
-l;i purpose. The decision of the panel will be looked

'~ upon as an interim agreement to apply for a period

“of time determined by the Panel and be binding on all

‘parties.

"

During the period of the interim agreement all parties
shall pursue settlement of the issue through normal
negotiating procedures. Should an agreement be reached
during the duration of the interim agreement, it shall

'j" be implemented forthwith and the Panel so informed.

_‘of representatives from each side. Unless otherwise

agreed the number of representatives shall be not less

A

than three noxr more than seven from each side.

|




' 'Thé'¢hairmanwii1 bé seléctéd as a person having'
.knoWledge;of the sﬁeei industry and agreed between

the ﬁead Offices of the partiés. If agreemént upon

a'chairman Cannot be reached either from within the

industry:or from names obtained from the A.C.A.S.,

. then A.C.A. S. shall be asked to nomlnate a chairman

-'Pand their nomination shall be accepted by both parties.
'In-orﬁer,to avoid unnecessary delay the chairman shall

be agreed and appointédat least 3 months prior to ;the

commissioning date. oA  _'. ’

w

N L ’ T e ‘_ : i fr

 1The Panel will receive evidence written and oral from

j the‘partiés and will attempt to reach a decision. In

Gl the eveﬂt of an agreed decision not being reached the"

chairman will make a decision acting as an umpire or

oversman.

. If during the interim agreement period the parties have

not reachéd agreement oh the permanent manning, rating
or other conditions in question the panel shall be
reconvened and shall be charged with hearing fresh
evidence if necessary and reaching a deeision on £he
conditions to apply until a permanent égreed éettlement
is reached by the parties concerned through normal

procedures.,

.‘l'
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JMEMORANDUM of AGREEMENT made on the 2ND APRIL 1979 between the BRITISH
STEEL CORPORATION, 33 GROSVENOR PLACE, LONDON SW1X 7JG (hereinafter
called "the Corporation") of the one part and the IRON AND STEEL TRADES
CONFEDERATION, SWINTON HOUSE, %24 GRAY'S INN ROAD, ILONDON WC1X &DD
(hereinafter called "the Confederation') of the other part with regard
to an INCREASE IN WAGES

The Confederation submitted a comprehensive claim for an inerease in
wages and improvements in other benefits to take effect following the
termination of the period covered by the National Agreement dated

22nd February 1978, Negotiations on the claim took place at
conferences held on lst December 1978, 5th January 1979, 23rd February
1979, 1lst March 1979 and 2nd April 1979.

Agreement was reached taking into account the serious financial
difficulties facing the Corporation, the continuing necessity for the
introduction of measures which will assist in reducing the financial
losses of the Corporation and the conclusion of the NEDC Iron and
Steel Sector Working Party Progress Report 1979 that to remain
competitive and pay higher real wages the industrv must urgently seek
ways to improve its operating performance and productivity.

It is now agreed that:-

1. The workers covered by this agreement are those members of the
Confederation (a) employed on production conditions covered by
the National Agreement dated 22nd February 1978 (see Clause 3
thereof ), (b) members on heavy steel maintenance conditions
subject to the addendum to this agreement and (c¢) any members
in respect of whom agreement has subsequently been reached
between the Corporation and the Confederation that they shall
be transferred to Corporation Heavy Steel Conditions (subject
to the condition of Clause 8 below).

This agreement is made for a twelve month period from 6.00 a.m.
Monday lst January 1979.

There shall be an increase in pay for all workers covered by this
agreement from 6,00 a.m. Monday lst January 1979, subject to the
exceptions detailed in Clauses 7 and 8 below, as follows:-

In full and final settlement of the Confederation's
national claim for an increase in pay from lst January
1972 and in acknowledgement of the agreement cf the
Confederation to continue actions detailed in Clause 5
of this agreement there shall be a general increase to
rates of pay from 6.00 a.m. on lst January 1979 of 8%.

In addition to the increase stated in Clause % above a new
minimum earnings level of £50 per week including the increased
minimum supplement of £2.97 for adult workers as currently
applied shall be introduced. For the purpose of this Clause

a definition of what constitutes "earnings" and a definition of
what constitutes "week" are given in Appendix 1 to this agreement.

The means by which the continued improvement in the Corporation's
financial position will be achleved are as follows:=-

o P 4 The Corporation and the Confederation agree to confirm
the commlitments made in the last annual agreement dated
22nd February 1978 in respect of:-

)
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a. the new procedure for ensuring no IR delays in
the commissioning of major capital projects.

b. the new procedure for speedy resolution of
inter-union disputes.

In view of the vital need to become and remain competitive
the Corporation and the Confederation accept the need for
commiltment to local negotiation in order to achieve by

the end of 1979 - '

i b e e L bty

it A

a, speedy resolution of the outstanding problems with
work measured incentive schemes where lead-in
payments are being made in order to bring these
schemes on to a 'live' basis and achieve the
consequent productivity improvements as soon as . A
possible. _Any outstanding problems at 3lst December % AT
1979 will be subJect to Jjoint review, ' NUE

e b =

,h.' o -l f’. "
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b. local productiV1ty bargains of a self-financing
nature at works where lead-in payments do not
exist 1n order to make progress towards internationally
competitive manning levels and productivity.

- Such bargains may include manpower reductions,
where overmanning is established, together with
the restructuring of work in order to minimise
the recruitment of replacement labour and/or
overtime cover when vacancies occur, The use
of work study 1s not precluded nor is it
compulsory.

Joint examination of means by which the whole range of
process and maintenance activities can in the future be
more closely aligned with particular emphasis being
directed to the mutual acceptance of Joint responsibility
and common purpose.

It is recognised by both parties that the reduction of
absenteelsm and the elimination or reduction of
unnecessary overtime are important aspects in reducing
labour costs and local discussions will be undertaken
with a view to securing this objective.

Whilst there has been a considerable reduction in the
incidence and severity of industrial disputes in the
Corporation during 1978 there have still been a number
of disputes which have had a serious effect on the
Corporation's ability to retain orders. In an attempt
to build on the progress made in the last year, the
Corporation and the Confederation agree:-

a. to confirm for a further year the arrangements
for both sldes to appoint senior officials as
advisers on Neutral Comnmittees,

7

that in the event of an industrial relations
situation developing which is likely to lead

to serious disruption of production the national
officers of the Corporation and the Confederation
would intervene as soon as possible with a view
to ensuring that normal working continues while
procedures are being followed.

/ho-oooo.caoooaoo




¢, the Corporation and the Confederation reaffirm
the existing practice that where employees are
asked to take on additional duties, they will
do so and pursue any claims for increased
earnings or regrading through traditionally
recognised procedures.

The Cbrporatlon and the Confederation agree to encourage
all employees to move onto payment by bank transfer by
31st December 1979 in the interests of administrative

economy, safety and security.

The present arrangement regarding Phase 2 supplement will be
changed only insofar as to increase the minimum and maximum

payments by 8%.

Any bonus Incentive or other payment expressed as a percentage of
a rate to which has been added the increases stated in Clauses 3
and 4 above shall not be further increased as a result of this
agreement. Where necessary such agreements will be adjusted
accordingly to ensure this condition is met.

In the case of workers subsequently transferred to Corporation

Heavy Steel Conditions the increases detailed in Clauses 3 and 4

of this agreement shall apply from 6.00 a.m. on the first Sunday
following expiry of twelve months from the date on which their

last principal wage increase took effect. The increases detailed
in Clauses 3 and 4 shall only be applied to these workers provided
the supplement had not been consolidated into their rates as a
result of a previous revision. In these circumstances the increases
detailed in Clauses 3 and 4 above shall be adjusted to take account
of the increased premium value of the supplement.

. This agreement does not result in a change in the calculation of
previous earnings for the purpose of readaptation and/or EIS
payment for those employees redeployed before the operative date
of this agreement.

Except as amended by or in consequence of this agreement all
conditions under existing agreements or arrangements shall be
continued.

STIGNED ON BEHALF OF THE SIGNED ON BEHALF OF THE TRON
'BRITISH STEEL CORPORATION AND STEEL TRADES CONFEDERATION

P.H. Broxham W. Sirs
ToPuSo Baxter Lo BI‘&IH].GY
R.L. Evans




APPENDIX 1 _

Definition of "week'" and "earniﬂgs" stated in Clause 4 of the

Agreement dated 2nd April 1979

1. The expression "week" for the purpose of Clause 4 shall be interpreted
as follows:- ; |

(a) In the case of:day workers and day rota workers the week
' shall be 40 hours worked and paid for. |

(b) In the case of shift workers to whom the 40 Hour Week
 Agreement applies the week shall be 40 hours or 5 shifts
worked and paid for.,

(ﬁ).In the case of workers to whom the 40 Hour Week Agreement
has not been applied the week shall be 42 hours or 5.25
shifts worked and paild for.

0, The expression "earnings" for the purpose of Clause 4 shall be defined
as follows:- | |
: :  'ﬂ#wﬂ¢%he 5% supplement minimum of £2.97,
(a) Time rate,and tonnage bonus earnings, or other earnings
of an incentive nature which may exist in place of, or
in addition to, tonnage bonus, where applicable, based
" on the average over thirteen normal production weeks
b immediately prior to the week commencing 6.00 a.m. Sunday
| % 4 - 3 if, however, during that period any
weeks are abnormal these shall be excluded; if that
period is not representative at any Works another period
shall be substituted by local agreement.

(b) Shift and weekend premiums, shift working extras and
. additional payments for working in abnormal conditions
shall be excluded. ' |

%, Any balance necessary to bring the earnings as defined above to the £50
level shall be consolidated into the time rate.
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ADDENDUM to AGREEMENT made on the 2ND AFRIL 1979 between the BRITISH
STEEL CORPORATION, 33 GROSVENOR PLACE, LONDON SW1X 7JG (hereinafter
called "the Corporation") of the one part and the IRON AND STEEL TRADES
CONFEDERATION, SWINTON HOUSEL_}24 GRAY'S INN ROAD, LONDON WC1X 8DD
(hereinafter called "the Confederation") of the other part with regard
to an INCREASE IN WAGES for FULLY SKILIED AND SEMI-SKILLED MAINTENANCE
CRAFTSMEN, ANCILIARY MAINTENANCE WORKERS AND APPRENTICES,

1. Clause 5.2, of the agreement is not applicable to maintenance
workers to whom the following provisions should apply instead:-

"Clause 5.2. {

Both parties are committed to the achievement of the highest
possible levels of plant performance through local/district
Joint discussion and agreements. It is agreed that the
engineering workforce contribution to this aim can best be
achieved by the effective use of planned maintenance systems,
coupled with an increased range of skills and wider systems

and plant knowledge on the part of individual maintenance
personnel.

In particular the Corporation and the Confederation Jjointly
agree to:i- | '

(a)'take whatever steps may be necessary to complete the
implementation of live WMIS for maintenance workers
not later than 31lst December 1979,

(b) joint examination of manpower reductions where over-
manning is established, together with the
restructuring of work in order to minimise the
recruitment of replacement labour and/or overtime
cover when vacancies occur, The use of work study
is not precluded and particular attention will have
to be pald to ensure that area wage structures are
not distorted."

SIGNED ON BEHALF OF THE SIGNED ON BEHALF OF THE IRON
BRITISH STEEL CORPORATION AND STEEL TRADES CONFEDERATION

P.H, Broxham | W. Sirs
R.L. Evans







RES.RHC/EM i o 7th January 1980

J E.S.C's "BOGUS" | BONUS

There appears to be a belief, shared by the Prime Minister, the

Minister for Incustry and some press, radio and T.V. commentators, that

there is a further 10% increase in earnings from local productivity deals

just for the asking.

e —i

Such a belief arises from a complete misunderstanding of the

Corporation's proposals and it is doubtful whgther Mrs Thatcher, Sir Keith

Joseph and others have really bothered to study the proposals it detail.

They appear to have just.accepted the Corﬁnration‘s word at its face value -
|

7 :
a2 mistake which many have had cause to regret over recent years.

35

It is about time that the 16% produd%i)ity bonus was spelled out in

.- ___.._.__/

some detail in order that there can béﬂndjpossibility of further misunder-

standing.

- T —

The B.S.C. have produced Proposed Guide Lines for Lump Sur Bonus Scheme

wiich is intended to make their offer irresistably appealing on the surface.

But if anyone is prepared to examine the documents' examplés in some depth

it becomes obvious that it is the biggest confidence trick ever attempted.

- . - € R e

In their example of paynents basetd on improvements'in addec vaiue the
Corporation show how the calculations are made.
They take a hypothetical division which in a given year sold goods and
services worth £695.8m and spent £583.4m on materials and services.thus"gining
. an added value of £112.4m. In the same year employment costs were £126.1lm.

The added value of £112.4m is then divided by employment costes of

£126.1m in order to pro;Ede the value added ratio of 0.891.

I . v

This ¥alue Added Ratio (VAR) is then related to a table which shows the

L
"

percentage bonus achievable.

——-/_ —

Contoooooo
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Le o0
1.400 -
1.450 anc over
As tne VAR in the exzaple is 0.5S1 no boanus ie paid because ke

Pg;-——-—--

ficticious divisioz 1s in a2 severe loss making position in that izs

[ —

ecmployment costs are greater than ites azdced value, thus:-

hdded Velue =« £112.4x

Je e — 9 N el . \
Emplovment ccsts = 126 e e in Vi = Mo sonus

n order to acrieve any bonus it is obvicus thz:t tae added valus
numerator has to be izcreased Or the employment costs denominator e

to be reduced - or do:n.
1f we assume tha: added value rem=zins constant whz: reduction i-
employment coste would be recuired to acnieve a 10% bdonus?

To acjieve a VAR of 1.450 (see tatle above) we would have to recute

employment costs by £-3.65 to £77.5m thus:-

Adcded Value = £112.4r = 1.450 VAR = 10% Bonus
oap_oymeat costs= :




Litan

.reduction ot employment costs from £126.1 m to £/7.5 & 1is =
38.54% drop.

It is now becomring apparent just how bogus the bonus offer is.
In exchange for a 38.54% reduction in the labour force the
Corporation z—e prepared to offer a 10% bomnus. At least 1 out
of every 3 employees will be made redundant and of the remaining
2 they will have to increase their productivity by more tharn

50% each, otherwise the added value side of the equation will
fall, thus wiping out any bonus whatsoever.

Indeed, the 10% bonus would not be paid every cquarter at that level
following sucz massive manpower cuts anéd increases in productivity.
The cost of the 10% bonus would be added to the employment cost

denominator ir subsequent periods and so reduce subsequent bonuses .,
thus:-

Perioc 1 Periocd 2
£112.4m £112.4m s SR e R
iR = 10% Z)/.om + 10% 55-15 L

Bonus

So having shec over one third of manpower and increased outoput
per man by over 50% for a farcical 10% bonus in one period taat
bonus would be reduced substantially irn the following period.

It must be remembered that the so called 10% increase is a |
supplementary payment only and is not consolidated into rates.

e T
———

P

Let us now assume that the rate of inflation increases by
12% per year over the next two years. In year one, the bonus
would be 10%., in year two it just might reach 7%. So in adéition




. the 11.5% reduction in living standards arising from the
current 6% offer steelworkers would experience a further 2%

reduction 2t the end of 1980 and a2 5% reduction in 1981 - an-

so on. Ko wonder BSC want to repiace the system of -national
negotiations for local prodnctivity agreements! What will t:e
BSC get fror the deal? A 328.5% reduction in employment COSTE
would result in an annual ‘savings of £462 million - mere tts
enough to wipe out their current losses and to provide tne

Government with substantial dividends.

If the figures used by the BSC in tﬁ@if guidelines are applied
scross the Corporation it would appe** that in order for every
employee to achieve a 10% bonus somé’ 65,000, i.e. 38.5% of total

employees, would have to be made redundant in 1980 - bhy e sie 10,000

more than even the Corporation predicts.

This then is the magnitude of the proposal which the BSC are

trying to force upon its employees. Can Mrs. Thatcher and Sir

Keith Joseph honestly admlt they fully understand and gpprove such

e e T T
an offer? I1f so do they agree that 1t is a falr offer7

i i
Is there any trade union, any group of employees, any Jjourzelists,

e ——————F —

broadcosters or members of the public who knowing the aboves facts

consider that the Corporation's proposals are & fai;“EE?mfeésonable

basis for settlement9 Or do they, like the steelworkers, recognlse

T —

the bonus nfﬁerdferewhat 1t Lpally is - a'bogus offer - =z siganfic

confidence trlck.




DEPARTMENT OF INDUSTRY
COVERING CONFIDENTIATL ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 330
SWITCHBOARD 01-212 7676

Secretary of State for Industry

“T January 1980

Tilm Lankester Esqg

v
Private Secretary to the N Ay
Prime Minister gﬁ“* L\ Q

10 Downing Street
London SW1 [ als.
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STEEL STRIKE

Mr Gross has already reported orally to the Duty Clerk the
outcome of today's meeting between the BSC Board and the TUC
Coordinating Committee. You will wish to see, however, the

oo attached minute which sets out in full the statement which the
BSC Board propose to make following that meeting.

L am copying this letter to Martin Hall (Treasury), Tony Butler

(Home Office), Tan Fair (Employment) and Richard Prescott (Paymaster
General's Office).

\/ TS W/L)
o

i

PETER MASON
Private Secretary
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Reference

CONFIDENTIAL

PS/Secretary of State cc All Ministers-
secretary -
Mr Ridley -
Mr Berman - Dep Sec
Mr Bullock-~ Dep Sec
Mr Dearing.- Dep Sec
Mr Liesner. Dep Sec
Mr Lippitt - Dep Sec
Miss Mueller.- Dep Sec
Mrillanchint G
Mr Monck Treasury
Mt hatitler Ireasury
Mr Woodrow Inf
Mr Clay 1575
Mrs Cohen 157
Mr Long IS4
Mr Neville-Jdones IP1
Mr Spencer IS51A
Mr McMillan IS1A

STEEL STRIKE

The following is the statement which Sir Charles Villiers will

issue this evening, subject to a further discussion by Pr Greaves of
BSC with Mr Len Murray.

"Proposed Statement by BSC Board: Evening January 7 1980

At its meeting today, the Board received representations from the
TUC Coordinating Committee. The Board then gave careful and
sympathetic consideration to these views. Following this the
Board agreed that negotiations for a pay settlement should be
based on:-

(i) a general increase of 8% based on a national agreement

to include changes essential to improve the efficiency of the
industry, particularly flexibility in working practices, reduced
manning at ongoing plants, non-recruitment of labour to fill
vacancies caused by natural wastage, in order that such an
agreement should ke self-financing, the basis accepted by the

TUC Coordinating Committee.

(ii) a further increase of a minimum of 4% (in lump sum payment)
arising from locally negotiated lump sum bonus schemes. BC
were prepared to guarantee this minimum benefit from the

schemes, but expected the average payment under the scheme to

be ‘hagher,

In addition steelworkers directly concerned with traditional product-
ivity schemes would receive further increases. Last year locally

negotiated schemes yielded an average of 6-7% on top of the nationally
negotiated settlement. e ———

The Board of BSC considered that an offer based on these principles
would be in line with its own objectives as well as those of the
unions 1e to reconcile:-

(i) significant increases in earnings for steelworkers, and

(ii) self-financing of these increases through improved
performance by plants i1n BSC.

CODE 18-77
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Reference

CONFIDENTTIAL
2

In response to the representations from the Trade Union Cooxtinating
Committee, the Board are now prepared to make one advance payment
during January/March qudrter at the rate of 4% of gross earnings

- 0T .the last quarter of 1979 (the minimum guaranteed under the schemes)
in respect of the lump sum bonus schemes. Further quarterly payments
would be made only where the lump sum bonus schemes have been
negotiated by 31st March 1980.

lhe minimum increase in earnings- achieved on this basis should be
12% per annum provided lump-sum schemes are entered into by 31st

March, but the Board would expect the average increase payable to
be higher than this.

The Board considers that a pay agreement tied to increases in
efficiency in the industry, arising from a national agreement
intended to be self-financing, and from the proposed local lump

sum bonus schemes, is essential to the competitiveness of the industry
and to Jjob security within it."

I will circulate an explanatory note tomorrow morning.

S J GROSS

IS

R.816 Ashdown House Ext 8705
7/ January 1980

CODE 18-77




NOTE FOR RECORD

The Prime Minister spoke with Sir Keith Joseph on the telephone

at 10.45 hrs about the steel negotiations.

The Prime Minister said that she was worried that if no

settlement were achieved today, BSC would be pushed further - and would
eventually have to settle at a still higher cost. The longer the delay
in reaching a settlement, the higher the eventual level of it. BSC had
had a bad press over the weekend - they were not getting over the fact
that part of their offer was conditional on productivity. It also

appeared that they had, in fact, moved from 2% to 12% in a period of days.

Sir Keith Joseph said that the gulf between BSC and the unions

remained enormous. It would be a mistake to ask BSC to concede any more.

——

—

It they offered money in advance of productivity, the unions simply would

b

fail to deliver - as they had done in 19786.

e e -

The Prime Minister said that the cost of a prolonged strike

would be enormous: she re-emphasised that it was important to get a
quick settlement. If the strike went on for more than a few weeks, the

consequences for industry generally would be very bad. Sir Keith agreed

with the latter point, but said that if BSC were to concede more now,

e e e e e e e

this too would have serious consequences. In particular, the unions would

take it as a victory, and would then é&won to win on the question of

=71 A

closures. The Prime Minister disagreed; she pointed out that the cash

limit was fixed at £450 million, and BSC would have to live within this.

-

If the unions failed to come through with productivity improvements, there

would have to be further redundancies. On the question of productivity,

she hoped that DOI would look not Just to the unions to deliver: the

contribution of management was also crucial. She felt that the negotiations

/had been




had been badly handled by BSC. Villiers and Scolley were known to be

divided, and the unions were seen to be on top.

Sir Keith said that the Chancellor and he were agreed that it was

essential that BSC should stand firm on the linking of a substantial part

“—

-

of the 12% offer with productivity. Productivity must be negotiated before

the full amount is paid. The Prime Minister sald that she thought a

settlement of 12 - 13% was possible with public guarantees from the
unions that the necessary productivity improvements would take place.

Sir Keith said that such guarantees would not be enough.

The Prime Minister and Sir Keith agreed to discuss the situation

further later in the day.

7 January 1980




NOTE FOR THE RECORD

The Prime Minister spoke on the telephone with the
Secretary of State for Employment at 1120 hours about the steel

negotiations.

The Prime Minister said that it was i1mportant to get
a settlement today. She was afraid that if there was any further
delay, the level of settlement which BSC would be forced to
concede would be even higher., Sir Keith Joseph was arguing that
to accept the unions latest proposals would simply be a repeat
of the 1976 experience when they had failed to deliver on

productivity. Her own view was that théy could be made to deliver i

not least by the existence of the £450 million cash limit.

Mr. Prior said that he fully agreed that a settlement
was needed today. The weekend Press had convinced him of this all
the more - the BSC Board were already seen to be losing the battle,
and it would be best for them to "cut and run". It ought to be
possible to achieve a settlement at 13 per cent, and provided the
productivity element was properly presented, this would not be too

bad. It was unfortunate that BSC had proved such poor negotiators.

The Prime Minister said that she would be meeting
Sir Keith and the Chancellor later this morning, and she would try
to persuade them that an immediate settlement - not necessarily
with the productivity linking which Sir Keith would like - was
essential. In M. Prior's absence from London, she would like

Douglas Smith to attend.

7 January 1980
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NOTE OF A TELEPHONE CONVERSATION BETWEEN THE PRIME MINISTER AND THE
SECRETARY OF STATE FOR EMPLOYMENT AT 1645 ON SUNDAY 6 JANUARY 1980

Mr. Prior telephoned to congratulate the Prime Minister on

her television interview, and especially handling of trade union
matters, which he characterised as highly effective, although
perhaps too detailed for a majority of the audience. Later in the

conversation, the Prime Minister asked whether Mr. Prior had any

new information about the steel strike situation. She commented
that the Corporation had received a terrible press that day.

Mr. Prior said that he had no new information. He was concerned

that disunity in the Corporation's Board could lead to a damaging
situation. In a chance meeting the previous day, Lord Thorneycroft
had expressed the view that a package of 12-13 per cent could be
sold quite successfully if the presentation was carefully prepared -
taking into account comparisons with other pay settlements, the
scale of cutbacks already agreed this year, etc. He had not given
Mr. Douglas Smith any new instructions over the weekend, although
Mr. Smith had been in regular contact with Mr. Gross. Mr. Prior
salid that he understood that the split between Sir Charles Villiers
and Mr. Scholey had been clearly visible on Friday night. The

Prime Minister was concerned about the meeting scheduled for

Monday 7 January. It was important that negotiations did not break
down . Each additional day of the dispute tended to raise the price.

Mr. Prior felt that there was now little prospect of a séttlement

significantly below 13 per cent. The Prime Minister said that the

difference was not so much the quantum of the settlement as the
grounds and method of paying it. She understood that the union
side had also tried to reopen some of the proposed redundancies
at Friday's negotiations. The Board would have to sort itself out
on Monday morning and appear united at the meeting with the unions

later in the morning.

Mr. Prior said that the Board needed advice on how to put

across to the public the settlement, preferably before it was
reached. The Prime Minister said that they had gone further than

/ expected




expected on Friday night, with Mr. Scholey being worn down by the
five union General Secretaries. She commented that Mr. Gross

seemed to be a very effective operator. Mr. Prior said that he

and Mr. Douglas Smith were working together very well. There

appeared to be some problems between Mr. Gross and his immediate

superior in the Department of Industry.

Y/ %

7 January 1980




PRIMI MINISTER

/T
i

Here is a fuller report from Mr. Gross about Friday's
steel negotiations. The first section spells out in more
detail what you have already heard in the notes which Nick
and 1 gave you. His "comment" reflects the issues which

you discussed with Sir Keith Joseph on the telephone this

i ————

afternoon.

f G o e s

None of this need affect the line you were proposing to
take on steel in the Weekend World interview. It will just
ensure that you have the up-to-date facts at your disposal.
The note will be of most value to Ministers when they take

up matters again on Monday.

M. A. PATTISON

O J anuary 1980




PS /PRIME MINISTER

The Steel Strike: Negotiations

s I understand that the Prime Minister now has adequate
background briefing for her appearance on television tomorrow,
Sunday, morning. But Mr. Ingham asked that I let you have

the position this evening on BSC's negotiations with the
Unions, to be supplemented by telephone tomorrow morning

if needed. My Secretary of State, Sir Keith Joseph, has

also asked me to note the line that I propose, with his
agreement, to take at the special BSC Board meeting scheduled
for 11.00 a.m. on Monday, 7 January. At 11.30 a.m. the

Board are to meet the Tradé_Union—Co—ordinating Committee

e

(ISTC, NUB, GMW, T & G and NCCC, led by Mr. Murray) at the

latter's request.

2 My second minute of yesterday set out the position as
At 162 00D i, The negotiations continued until midnight.
During their course, the Trade Union side tabled their

proposals in writing, see annex 1; BSC responded with their

proposals, at annex 2.
B A ST
i The Trade Union side are seeking an 8 per cent general

inerease from 1 January plus a S per eent incredse from the
e —

same date '"on account of'" lump sum bonuses from productivity

agreements to be negotiated locally. They noted that settle-
ments in heavy industries like steel were now averaging 19 per
cent: they recognised the difficulties faced by BSC and

were therefore prepared to settle for the lower 13 per cent
rate now being agreed in the public service sector, but

were not willing to go below this. Although the proposals

as tabled are ambiguous on the point, they appear prepared

for the 5 per cent "on account of'" payment to be subsumed

in the payments that would arise from local productivity

agreements. They committed themselves to the introduction

/ of such schemes




of such schemes but were not prepared to accept any termina-
tion of the 5 per cent payment if the schemes were delayed

or unsuccessful.

4. For their part, BSC offered 8 per cent against the
central agreement (to be strengthened in ways not specified
but see note to annex 2) plus one per cent '"unrequited"
lead-in payment on the launch of a local productivity scheme
plus a minimum 3 per cent to be paid at the end of each
quarter following introduction of a productivity scheme.
They did not pursue their earlier proposal to terminate the
3 per cent payment if the productivity improvements were not
achieved, but instead sought provision for the investigation

of any failure to achieve this by '"a neutral agency'.

D% As the gap was not being narrowed, the Unions sought
a meeting with the full Board on Monday 7 January and

Sir Charles Villiers agreed to this.

Comment

G While the gap in the total amounts appears to be only
1 per cent, (Unions 8 + 65 = 18y BSC 8 + 1 + 3 =.12) there
‘are important differences in the two positions. Apart from

the 2 per cent consolidation element, BSC are seeking some
real , although difficult: to quantify, productivity con-
— ————

cessions for the 6 per cent balance of the central offer
and insist that local productivity agreements, which should

be self-financing, be negotiated before anything over the

8 peér. cent is paid. Fhe Unions want another b per cent

paid immediately irrespective of whether the local agreements
T A ———

are reached. Their proposal therefore greatly reduces the

incentive to the local work forces to reach such agreements.

7. Experience of the January 1976 Steel Agreement and of
national enabling agreements in other industries strongly

supports the BSC view that very little of the wage increase

/ as proposed




as proposed by the Unions (costing about £160 million)

would in practice be covered by productivity gains,

so vital to the future competitiveness of the industry.
So the credibility of the £450 million cash limit and of

the ''none of this cash for operating losses' would be

undermined and would be seen to have been undermined.

3. The Union leaders have now raised their ''settling
point" twice in short order - from about 7 per cent

(with less strength) on 24 December to 11 per cent (6

per cent + 5 per cent '"on account') a few days later,

to 13 per cent now. An easy victory on terms close to the
latter would only encourage similar industrial resistance
to the major closure and reconstruction proposals

(Concept and Llanwern/Port Talbot).

9% On the other side, if there is no early settlement,
the strike may well be a long one of, say, 6 or 8 weeks,
causing increasing industrial damage which would bring

pressure on Government rather than on BSC.

10. It may well be that BSC could have played their hand
more skilfully, but in essence, the question 1s a
relatively simple one. Do we want BSC to act like a
commercial organisation and observe the financial
discipline imposed by their bankers or do we want BSC to

act as aepublicutilety with publicly fTinanced socialiand

national obligations? 1If the former, we have little choice
'E;;-?Bhgﬁﬁﬁg??-?ﬁgf? present stand that anything over 8
per cent must be manifestly self-financing, hence have
strings attached and should therefore not be paid until

the local schemes are negotiated.

. Gross

Iron & Steel Division
Department of Industry
Room 816, Ashdown House
212-8705

O January 1980




ANNEX 1

PROPOSALS TABLED BY THE TRADES UNIONS COORDINATING
COMMITTEE: 4 JANUARY 1980

The representatives of the Trades Union Coordinating
Committee will be jointly prepared to recommend to their
respective negotiating bodies and Executive Committees the
following points as basis for the resumption of normal
working and the settlement of the current pay negotiations.
It should be noted that there are a number of other *
points advanced by the Unions which will need to be

resolved within the negotiations.

(i) A general increase of 8 per cent on
all existing elements of pay from
30/12 /79

A further 5 per cent as from the same
date on all existing elements of pay
on account of the negotiation and
implementation of lump sum bonus
schemes on a Divisional or Works
basis and having regard in this
connection to the commitments set out

in points (iii)-(vi) below.

A national commitment by all the
parties concerned to the introduction
of such schemes and to the principle
ot loecal jointibargaining dn velation
to such schemes at Divisional or

Works level.

An agreement by the Unions to establish

local Joint Productivity Committees
which the Unions concerned will assist

with specialised resources.

I




(v) Agreement to the provision for a
joint review where a particular
scheme is not yielding the
anticipated returns; in specific
situations, it will be open to both
sides to seek advice and assistance

from mutually agreed sources.

(vi) Agreement that the Trades Union
Coordinating Committee will continue
in existence to deal with any
problems arising from these
negotiations and will as appropriate

involve national negotiators.

(vii) Constructive discussions will be held
concerning the introduction of a
39 hour week or a shorter working year
with a view to this being effective

from 1 January 1981 **

NOTE BY SJG

X I gather these points would include special increases for lower

paid workers and for apprentices.

On ** the proposed starting date is a year earlier than

that previously mentioned, namely 1 January 1982.




ANNEX 2

PROPOSALS TABLED BY BSC: 4 JANUARY 1930

1 The agreement as submitted by the BSC to the Negotiating
Committees of the ISTC and the NUB is accepted by all parties
as the basis for a settlement subject to some strengthening.
The consolidation arrangements as detailed in Clause 3 (i)
remain unaltered. The general increase as detailed in

Clause 4 (i) being agreed at 6 per cent. The Corporation 1is
prepared to defer consolidation and consider a general increase
of 8 per cent. The modifications to the lump sum bonus scheme

as set out in 2. below to be agreed.

Lump sum bonus scheme.
(a) The introduction of schemes on a multi-Union
basis to be actively encouraged by all

parties.

All parties accept the principle of self-
funding of bonus payments through the
acceptance and introduction of changes at
local level leading to improved performance
benefiting: both the Corporation and its

employees.

In order to facilitate the launch of such

schemes, BSC agreed that:

(i) A lump sum payment equivalent to

1 per cent of 1979 gross earnings
shall be paid on the launch of a
scheme agreed on a multi-Union

basis;

After the introduction of a lump
sum bonus scheme during 1980,

lump sum bonuses shall be

heca-ledated




calculated on a quarterly
basis and for the remainder of
the year a minimum payment of
3 per cent on gross earnings
during the quarter in question
shall be made. Any areas nat
improving on this basic shall
be the subject of review at
national level including the

use of outside neutral agencies.

NOTE BY SJG

The Agreement mentioned in paragraph 1 is the Agreement

of 28 December as watered down by Mr. Sirs and Mr. Hector Smith.

(But still rejected by the NegOtiating Committees). The remaining

features are agreement to continue to slim down at on-going plants

i———
a— e

(but deletion of the figure of 12,500 redundancies needed,

abolition of Guaranteed Week Payments at local level where

mutually agreed and encouragement of discussions between local

representatives of process workers and of craftsmen with a view

to more flexible working and simpler wage structures. " Strengthen-
ing'" the Agreement would probably involve restoring the references
to 12,500 redundancies, a Joint Industry Committee, increased

responsibilities for the TUC Steel Committee, etc.




NOTE OF A TELEPHONE CONVERSATION BETWEEN THE PRIME MINISTER AND THE
SECRETARY OF STATE FOR INDUSTRY AT 1700 HOURS ON SATURDAY 5 JANUARY

The Prime Minister said that she had seen two notes reporting

the previous night's negotiations, and she had had further com-
ments from her own private sources. Were there any other points

of which she should be aware?

Sir Keith Joseph said that the union General Secretaries had

descended to the level of personal attacks on Sir Charles Villiers.
The unions were still trying to get something for nothing, as

they had so often done in the past.

The Prime Minister asked why the Corporation had raised its

offer as high as 8 per cent in the previous night's negotiations.

Sir Keith Joseph explained the package. The Corporation had

assured him that all the new money would be strictly tied to
productivity. The situation was still dicey. The Prime Minister
would know that the full Board was to meet the unions on Monday.
He was apprehensive about this. Mr. Scholey had been very robust,
while Sir Charles Villiers seemed somewhat less solid. There was
a risk of splits in the Board, and he had instructed Scholey and
Villiers to arrange for the Board to meet before the 1130 meeting
with the unions, in order to establish a line to which they could
stick. The 1130 meeting with the unions would be very important,
but he feared that the conditions for a settlement did not exist.
The unions wanted all the money to be paid immediately, and back-
dated to 1 January, even though the detailed schemes would not be
worked out for some time. The previous night's meetings had
become messy,t%nghgrprgggs had broken the agreement that nothing
would be said/about the details discussed. When the unions had

outlined the Board's offer, the Board had been obliged to do some
counter-briefing.

/ The Prime Minister

CONFIDENTIAL
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The Prime Minister said that she would have to insist to

television that negotiations were still 1n progress.

Sir Keith Joseph suggested that she should emphasise that the

only additional money was that which could be earned through
productivity, and that the tax payer had already paid enough to

support the steel industry.

The Prime Minister feared that Mr. Scholey was not a

particularly skilled negotiator. Sir Keith Joseph commented that

Messrs. Scholey and Villiers were in a death or glory situation. They
both knew that failure meant that nhe would ask the Prime Minister

to replace them. The biggest problem was that the temptation to
offer just a little more in the hope of achieving a settlement

was always there. The Prime Minister added that the only alternative

was nore redundancies.

The Prime Minister had heard that the BSC Board had refused
to'continue the negotiations inte the night, rdespite union;’ wishes,
She felt that the Board must be equipped with more than one or
two spokesmen, as the negotiating ability of the five union
General Secretaries could wear them down. She hoped that there
were no real differences between Sir Charles Villiers and

Mr. Scholey. Sir Keith Joseph said that the gap which had appeared

to be emerging between them had now been recovered. The unions
were desperate to reach a conclusion, but it was not clear whether
this was because they smelt victory or feared defeat. The

Prime Minister suggested that they might be motivated by a fear

of playing into the hands of union extremists. Sir Keith Joseph

said that he would ensure that the Board sorted out a firm position,
and would tell them that, if necessary, the time of negotiations

would have to be set back. The Prime Minister insisted that the

negotiations must start on Monday. There was a risk of more
highly publicised developments with flying pickets, etc if there
was delay. It was important to find an additional skilled

negotiator for the BSC, and the part-time members of the Board

should be considered if necessary.

A
CONFIDENTIAL

7 January 1980




PRIME MINISTER

STEEL STRIKE

You will have seen Nick Sanders' report of his conversation

with Solly Gross late last night.

Mr. Gross rang me early this morning with an update. In
the event, last night's meetings had gone on much longer than
seemed likely at 2300. No changes were discernible in the
positions of the two sides, but it was agreed that the General
Secretaries of the unions concerned would meet the full BSC
Board at 1130 on Monday.

It was supposedly agreed that neither side would give any
detalls to the press other than to say that discussions had been
going on. However, the unions side did reveal details of the
BSC offer, and the Corporation have therefore felt it necessary

to make some countering comments.

None of this changes the assessment of where matters stand.
As Nick has already suggested, you will probably want to speak
to Sir Keith Joseph (who will, I understand, be out between
0945 and 1300 this morning) and Mr. Prior. Mr. Gross thinks that
Sir Keith will want to emphasise the need for the Government to
take the line that there is more money available in the form of
productivity agreements, and that this should be your theme when

the matter arises in the Weekend World interview.

One further gloss on the union position: their firm
adherence to the 13 per cent figure is based on the argument that

the ''going rate'" for heavy industry is around 19-20 per cent, and

that they are therefore generously recognising BSC's difficulties

by indicating they will settle for a mere 13 per cent.

M.A. Pattison

o January 1980
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P3/3ecretary of State ce PS/Prime Minister
PS/Chancellor
PS/Home Secretary
PS/Secretary of State DEm
PS/Mr Butler
PS/Mr Marshall
PS/Sir Robert Armstrong C
PS/Sir Peter Carey
Vr Ridley Dep Sec
Vr Mountfield CO
Mr Monck Tsy
Mr D Smith DEm
Mr Woodrow Inf
Mr Long IS(Tech)

STEEL STRIKE: WAGE NEGOTIATIONS

My minute of this morning. While "a round by round" account
may lead to excessive swings between optimism and pessimism,
the Secretary of State will no doubt wisb to have the position
as at close of play this afternoon.

2 This morning's meeting between M Scholey and Mr Murray
was a fairly tough one, with BSC insisting on firm self-
financing but WIth Mr Murray sliding away from any firm
assurances and seeking at least 12% overall. IMr Scholey
authorised Mr Murray to discuss With The General Secretaries
the following offer:

2% for consolidation

plus 6% against the "central productivity" concessions as
originally put by BSC to the ISTC and NUB (ie before
the watering down insisted on by Mr Sirs and Mr Hector

Smith on 28 December)

3% minimum payment against locally engaged productivity
schemes, provided they were agreed by all the unions
involved, BSC proposed that this be paid on a quarterly
basis, If the expected savings were not achieved in any
quarter,an independent "audit" would them examine the
reasons; payment {or the following (ie the 3rd) quarter
would be stopped if the audit determined that in any way
the fault lay with the workforce

(+ a 1% lead-in payment to be conceded at the last moment by
Mr Murray if needed to clinch the agreement).

3 Mr Murray later presented these terms himself to the five
General Secretaries (ISTC, NUB, GMWY, T&G and NCCC (AUEW+)).
They were apparently found sufficiently acceptable for
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Mr Murray to lead them back to BSC for more specific
negotiations this afternoon. These negotiations are still

continuing.
a

4 BSC have now offered 8% nationally in return.for the
"beefed up central productivity agreement",plu%fﬁﬁ; to be
paid retrospectively, for locally negotiated productivity
deals, For their part, the unions are now insisting on a
central settlement of 13%, in return only for assurances by
the Unions of their "full support for local productivity
negotiations"; the TU negotiators are claiming that this

would make the deal self-financing.

5 There is a short adjournment at present (6 pm) but it
seems likely that agreement will not be reached this evening.
It 18 too early to say when, if so, they will be resumed.,

S J GROSS

Hd IS Division
816 Ashdown House
212 8705

4 January 1980
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(FROM DEPT. OF INDUSTAY).

1L "Other countries subsidise their steel industries which

are also making losses"

(Attached Table for the EEC countries gives the latest figures

[ a3

Figures cited for the steel losses in other countries have
m
tended to be for 1978, But the foreign companies have

P

IMPROVED in 1979, The Dutch state company, Estel, and the

German state company Klockner are now operating profitably.
e e

The Belgian state company, Cockerill and the Luxembourg

company, Arbed have sharply reduceéntheir losses and are

s s : - : :
moving towards making a profit., The French and the ltalian

STate companies are still makihg losses but strenuous attempts
are being made to return them to profit. BSC's losses have

got NO BETTER and may well be SLIGHTLY WORSE (from £309 million
RS — N e e S T R S T ail

for 1978/79 to something over £300 million in 1979/80, when

- they are paying £25 million less interest on their capital).




2 Why is Government Eregared to see another loss making

industr the NCB ay over 20% to its workers who are not

even being asked to accept the sort of redundancies steel

workers are?

It 1s for BSC to determine what they can afford. BSC are
willing to pay more provided the workers produce steel more
efficiently. In 1978 UK steelworkers produced 1 tonne of
crude steel for every eleven hours worked. Those in West
Germany produced one tonne for every six hours; those in
Italy, Belgium and Luxembourg did even better.

3 Why cannot the BSC pay as much as other emEloxers?

Fords, miners, local authorities

We must get away from the idea of a "going rate" for pay

increases. Many things affect the pay increases employers

can afford, including profitability, demand, and the
severity of the competition they face., The BSC is making
heavy losses, and faces increasingly severe international
EEEBZ?I?IBn over the next year or so. In such circumsStances,
) TOo pay wage increases not matched by improved productivity

only puts at serious risk the jobs of those remaining in the
indus-try.




4 How can the Government go on insisting that BSC break
even this year, in the middle of a drastic recession,
against a strong pound and massive inflation, none of which
have anything to do with the steel workers?

Job security can be given only by an industry that earns

1ts keep by being in the black. So long as BSC is in the
red, there 1s bound to be a question mark hanging over every
Job 1n it. So the steel workers are directly affected and
they must help BSC get back into the black by improved

productivity - for which there is very great scope and
which is within their control.




5 Why couldn't the BSC get out of its present difficulties
by selling more steel?

By comparison with other BEuropean countries, domestic steel
producers in the UK = the BSC and the private sector -

have a high (nearly 80%2 share of the home market. But that

R AR P D a e o (BT

market 1s if anything declining. And, so long as BSC are
inefficient, they cannot compete more successfully overseas,
The remedy for the latter lies in the hands of the

Corporation and its workforce, but at present the prospects
for increased sales at a profit are very poor. Selling at
a loss helps no one in the end.,

6 What about the plant? Is it good enough?
BSC is entering the 1980s with some of the most modern plant

and equipment in the free world. The new Redcar blast furnace
M

is the largest in Europe. All this investment has cost the

taxpayer £2,000 million in capital investment over the last

5 years. “The steelworker has all this new equipment. The
taxpayer now expects him to put it to efficient and profit-

able use.




Data on the current financial performance of BSC's competitors is inevitably
incomplete. Also, we have more information from the press on those companies
whose performance has improved than on companies in France, Italy and
Belgium whose performance in 1978 was worse than BSC's.

PRODUCTION

PROFIT/ (LOSS) PROFIT OR (LOSS)/
TONNE
(£ per tonne)

(M TONNES ) (€million)

ARBED 1976 4,04 (199 (4.75)
ke 1977 3.8 (72) £ g

1978 4.2 (32) (6)

1979 losses sharply reduced in first half of 1979

1976 10. 4 (16) (1.5)
4977 V.4 (105) (14) —
1978 10.4 (69) (6)

SACILOR

1979
1976

Pre-tax profits made in Q2/3 1979

6.6

(84)

(13)

(FRANCE) 1977 6.4 (267) (42) —

1978 N/A (117) (18)
1979 Further heavy loss expected in 1979

COCKERILL 1976 5. (18) (6)

(BELGIUM) 1977 4.9 (116) (24 ) s
1978 5.4 (106) (20)
4979 N/A

ITALISDER 1976 10.8 (85) (8)

(ITALY) 1977 10.2 (258) (25) —
1978 10.4 (214) (21)
1979 N/A

KIL,OCKNER 1976 N/A N/A N/A
Egteel gnterests) 1977 575 (81) (22"
estimate s 4.2 (62)

19779 Group now operating profitably

BSC 1975/6 192 (255)
1976/7 19.7 (95)
1977/8 17 .4 (443)

1978/9 175 (309)
1979/80  Loss of £300m+ expected.




DEPARTMENT OF INDUSTRY A’Jj
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 550"

SWITCHBOARD 01-212 7676
P5 / Secretary of State for Industry

4 January 1980

Nick Sanders Esqg

Private Secretary to the
Prime Minister

10 Downing Street

London SW 1

Decw fV:CA‘(}

I attach a copy of a situgtion report prepared by an inter-
departmental group of officials during the current steel
strike, chaired by Mr Philip Ridley of thig Department. The
group expect to produce further reports bi-weekly or weekly
asS necessarye.

I am copying this letter to the Private Secretaries to the
Members of E Committee, the Secretaries of State for Scotland and
Wales, the Minister of Transport and Sir Robert Armstrong.

>€7 WA CarCar
etz . 7

PETER STREDDER
Private BSecretary
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Secretary of State cc All Ministers
ocecretary
Mr Berman, Dep Sec
Mr Bullock, Dep Sec
Mr Dearing, Dep Sec
Mr Iiesner, Dep Sec
Mr ILippitt, Dep Sec
Miss Mueller, Dep Sec
Mr Gross, IS
Mr Lanchin, G
Mr Woodrow,Inf
Mr Clay, IS3
Mrs Cohen, IS1
Mr Long, IS4
Mr Neville-Jones, IP1
Mr Spencer, IS1A
Mr McMillan, IS1A

STEEL STRIKE

The Interdepartmental Contingency Group set up under my
chairmanship as a result of the E Committee remit of

12 December met again this morning to consider the progress
of the strike and what further contingency work would be
appropriate. For as long as the strike continues the Group
will report to Ministers on Tuesdays and Fridays, and 1in
between as necessary. = Ol ki

2 Following the BSC Board meeting yesterday and Mr Sirs's
challenge to the BSC (and the Govermment) to offer a pay-
ment on account against local productivity deals, fresh
contacts are today being made in an attempt to resolve the
dispute. Mr Murray was meeting Mr Scholey this morning to
map out the lines of a possible settlement. He had also
arranged to meet the General Secretaries of the five main
unions involved later in the day. His idea, we think, 1is

0 get all five General Secretaries provisionally agreed

on the outline of a settlement, with the leaders of the big
generl unions (whose non-steel members stand to suffer in a

prolonged dispute) bringing pressure to bear on Mr Sirgy and

to get Mr Sirs fully committed to the terms before he goes
back to his megotiating committee.” Mr Murray is prepared if
Tecessary to attend themeeting with the latter himself.

Mr Sirs has called a meeting of his Executive Committee (not
identical with the negotiating committee, but closely related)
for Monday 7 January. It is important that none of these

moves should be mentioned publicly.

*
This evening Mr Murray and the five General Secretaries

are meeting BSC. No news yet (1740) of progress.

CONFIDENTTAL
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3 The BSC understand that any settlement has to be within
the financing terms set by the Secretary of State for the
Corporation, ie no increase in the cash limit and no

financing by Government of operating losses.
S N T e S s S50 Bt S S it
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4 In view of the Paymaster General's reported concern

that the BSC should make more efforts to put 1its case

across to the public, a meeting between the Dol Press

Office and the BSC has been arranged for today. But in
view of the current efforts by the BSC and the unions t0
settle the strike, the Group generally endorsed the view of
the No. 10 Press Office that Ministers would be best advised
not to go beyond their previous lines in public.

Effects of the Strike

5 There is little new to add to the picture set out in

the Secretary of State's minute to the Prime Minister of

3 January. Steel production is at a standstill at all the
BSC's works (as are deliveries from them), but is continuing
2t normal levels in private sector plants(though lorries
have been stopped by pickets at two plants near Sheffield
which are part—owned by BSC). Deliveries are continuing
from private sector steel stockholders, and from some

BSC=owned stockholders.

6 As regards the transport of steel, including imports,
the Department of Transport has been in close touch with
British Rail, the Ports and the Road Haulage industry.
British Rail is relatively unimportant as a carrier of
non-B5C steel. It is not yet clear what effect, if any,
the rather loosely worded instructions from the NUR and
ASLEF to their members is having, though there are some
indications of a switch from rail to road movement of steel.
The media attention on steel imports through Kings Lynn
may have hastened the reported decision by dockers to unload
but prevent the onward movement of steel imports there.
Steel movements at other Ports seem so far to be affected
very little. In relation to both the ports and the road

(haulage industry, it seems probable that the TGWU are
relucant to issue formal and specific instructions to
their local branch membership. Their statements so far
are essentially equivalent to a basic minimum level of
public support for the ISTC. In consequence, 1if the
national leadership maintain this position one can expect
sympathetic action by TGWU members to be very patchy and
localised. The overall picture that emerges is one of
less dislocation so far to normal movements and production
of steel, outside the BSC itself, than the initial media
reports would suggest.

CONFIDENTIAL
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s I have just heard that the British Transport Docks

Board intend to stop the pay of dockers at Hull if they
persist in refusing to load a cargo of steel pylons for
Indonesia despatched by a private sector fabricator. o
Tndustrial relations in Hull are traditionally volatile.

Picketing and Other Secondary Action

8 Apart from the instances mentioned, picketing does not
appear to have interfered significantly with the movement
of non-BSC steel so far. The Group discussed possible
responses to picketing, should this become a major problem
in a prolonged dispute. Under existing laws

(i) Chief Constables can intervene to prevent
intimidation (normally interpreted as threats
of violence: photography of lorries by ISTC
members would not qualify), obstruction or
possible breaches of peace;

(ii) firms can seek an injunction from the Courts,
against eg secondary picketing (bearing in mind
the recent unhelpful House of Lords judgment);

(iii) employers can discipline their own workforce
who are in breach of contracts O0f employment
(eg by refusing to handle cargoes), but at the
risk of provoking more general industrial action;

(iv) they can pray in aid the recently rdssued TUC
guidance on picketing.

These apply to all forms of picketing. They do not make
any distinctions for secondary picketing. The main points are

(i) pickets should wear armbands or badges (so that
unauthorised pickets are readily recognisable);

(ii) pickets should be disciplined and peaceful;

(iii) an experienced member of the union (preferably
an official) should be in charge;

(iv) the size of the picket should be no larger than
1S necessary;

(v) the pickets should be given instructions on what
they may legally say (ie to avoid intimidation);

(vi) if a union member crosses a picket line,
sanctions should not be taken against him.

*According to a still later report this action has been deferred,
but obstruction of steel movement on Humberside is Spreading.

CONFIDENTIAL
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9 The changes in the law proposed in the Employment Bill
would in due course provide firms with a civil remedy in
some of the instances of secondary picketing which seemed
likely to arise in the steel strike. But for the present,
there seemed little the Government itself could usefully doj;
since little enthusiasm in support of the steelworkers had
<o far been shown by dockers and road transport drivers,

an aggressive Government stance at this stage was likely

to be counterproductive.

10 The Emergency Powers Act 1920 may be invoked only where
events threaten to deprive a major part of the Communi ty

of the essentials of life, which is unlikely to occur in the
case of a steel strike. The powers available under this

Act are being reviewed separately by the Civil Contingencies
Unit in connection with & more general review of contingency
planning against strikes affecting essential services.

Use of Volunteers

11 Since it was clear that there was no SCObE€ for the use
of volunteers to make steel in BSC the Department of
Transport is producing 2 report on this subject in relation
to transport for the Group's meeting on 8 January. The
discussion today emphasised the importance of distinguishing
between self-help by affected firms, and centrally organised
activity, whether by industry (say the steel users at the
CBI) or by Government itself. It also identified intermal
road transport and (possibly) road transport away from

the Ports (assuming dockers continued tO unload) as the

two areas where the practical difficulties might be overcome.
The fact remains that any central action would be highly
provocative and put at risk any continuing movement of
‘steel through normal channels; and would have to be on &
very substantial scale to shift enough tonnage 1o offset
what would be lost. The Department of Transport report will
also cover the possibility of using non—conventional landing
facilities away from normal ports.

P W Ridley

Dep Sec

717 Ash. 212-6797
4 January 1980
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10 DOWNING STREET
From the Private Secretary | 4 January 19 810

I attach a copy of the note of
the Ministerial meeting on the steel
strike held here yesterday evening.

I am copying this letter and
~its enclosure to Tony Battishill
(H.M. Treasury), Ian Ellison (Department
of Industry), Ian Fair (Department of
Employment) and to Martin Vile (Cabinet
Officel.

}!

J. A. Chilcot, Esq., P
Home Office. | e
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STEEL STRIKE

Solly Gross telephoned at 2315 to say that the steel
talks were just about to break up, and that things were not

looking at all hopeful.

In line with Ministerial instructions, the BSC have been
insisting throughout on a two-part package - an 8 per cent
national offer plus up to 4 per cent against local productivity
settlements. The unions have stuck rigidly to a demand for a
13 per cent national settlement with no real strings attached.
The parties were said to be drawing further apart as the
evening wore on, and Charles Villiers is therefore calling it

a day for the moment.

Len Murray was present throughout the negotiations. We
have no idea what the unions will now say, but Solly Gross
reported that they regard themselves as entitled to at least
13 per cent and have been completely unwilling to negotiate

seriously about productivity.

At this stage it is difficult to say where we should go
from here, and you may want to talk to Sir Keith Joseph and
to Jim Prior. 1In my view now is probably the right time for
Jim Prior to get in touch with Len Murray and see whether
there is any hope of a settlement in the short term on anything

other than the union's terms or something very like them.

Charles Villiers said to Solly Gross that in the end he
supposed the Corporation might have to go to 13 per cent and
finance it principally from disposals, but Keith Joseph is very
much against that and the Steel Corporation would make no

move in that direction without an assurance that the Government
acquiesced in the policy.

N. J. Sanders

4 January 1980
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Lf January 1980

Nick Sanders Esq

Private Secretary to the (l
Prime Minister '

10 Downing Street

London SW1 =

4T

You may know that there has been some dispute about the basis
on which productivity figures have been quoted during the
current stéel strike comparing BSC's output per man with that
on the Continent. The Prime Minister has, I think, referred
ot times to a ratio of 1:2, my Secretary of State certainly
has.

The Prime Minister may find it helpful to see paras 4 and E

of the attached note which contains productivity figures which
are on a comparable basis. The important point she might make
if challenfed about productivity comparisons is that whatever
basis one uses to calculate the figures BSC's productivity 1is

i S p—

very much lower than that of its competitors.

,>’o v S @'V&M}
Peis,

PETER STREDDER
Private Secretary
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Mr-Butler cc PS/Secretary of State
| PS/Mr Marshall
Mr Ridley
Mr Gross
Miss Silver Press Office
Mr Spencer

YOUR APPEARANCE ON HARLECH TV TONIGHT

I understand from BSC that Mr Peter Allen, Director of the Welsh
Division will also be on the programme. He has been told that he

will be asked mostly about the strike. Mr Allen has told interviewers
that if he is asked about the options for reducing manned capacity

at Llanwern and Port Talbot that he will only say these are belng L
considered and will not answer any further questions. Oss foleons CbUMW

S
c You will remember that BSC announced on 11 December that they
wanted to reduce manned capacity at Llanwern and Port Talbot to
2.75m tonnes annually (the theoftical capacity of both plants is
S.Em tonnes, but their actual output only 3.8m tonnes last year).
BSC also announced that it would discuss with the unions how this
reduction should be achieved. These discussions have now taken
place, and, for your own information, the unions have opted for

a solution that keeps both plants open, operating with at least
11,000 fewer men. This option.will go to the Board at their next
meeting. ince the unions have been consulted in confidence, the
Board has not even met on the subject and Mr Allen will refuse to
be drawn, You should take the line that this is a matter for BSC
and their unions to work out. In general your line should be that
reductions in the labour force are absolutely necessary if BSC

is to survive at all against international competition.

5 You have already had a lot of briefing on the strike, and a
copy of our latest contribution addressed to Mr Sylvan Evans.

L You asked, however, about Mr Sirs' complaint that BSC was
"duping the workers" by comparing productivity figures based on all
BSC employees with a rather different definition of 'employees
engaged in steelmaking' used in the ECSC. There are 25,000 of the
152,000 BSC employees whom BSC classify as being engaged in iron

and steelmaking activities who would be excluded under the ECSC

5 - Figures for international comparisons have been flying about

in negotiation and at one point the Chairman did say, publicly, that
BSC workers produced 108 tonnes annually while German workers produced
200 tonnes. These figures ARE wrong in the sense that they do not
compare like with like. However, BSC use in their negotiations, and

CONFIDENTIATL
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now always use publicly figures which are prepared on the basis of

excluding the 25,000-0dd in BSC who are outside the ECSC definition.
These figures are as follows:

output per man
(liquid tonnes)

BSC 140

France (Sacilor) 185

Germany (Klockner) 23"
T
It is therefore true to say that even the French (hardly a shining

jewel in the European steel crown) are more productive than BSC,
and the Germans are about 75% more productive.

"

Vo Coliann

Mrs J Cohen
AS/IS1

801 Ashdown
212 0104

4 January 1980







L4 z e ) b

PRIME MINISTER Q/\ﬁ N
Steel Strike “””,f//

Solly Gross reported this afternoon that the meeting this

morning between Mr. Scholey and Len Murray had been tough.
Mr. Scholey had emphasised throughout that any new oeffer would

have to be self-financing - a proposition which Mr. Murray had

resisted.

Mr. Scholey put to Mr. Murray a package including:

2 per cent for consolidation
6 per cent against the earlier offer

3 per cent lead in payment for local productivity deals

making a total of 11 per cent, together with one per cent up
Mr. Murray's sleeve as an additional lead in payment if that

proved essential to sell the deal.

Despite the earlier protestations, Mr. Scholey had been
persuaded to make it clear that the lead in payment would indeed
be subject to termination if an independent audit after three months
showed that the savings were not being achieved and that it was the

fault of the workers.

Mr. Murray reacted, predictably enough, that this would not
be an easy offer to sell but he went off to his meeting at 1230 with

the Union General Secretaries to convey the offer to them. We Rave
not heard how that meeting went.

Mr. Scholey had said: that he 'regards at least 9. per cent orf

this offer as being potentially self-financing. '

e ——— e ——

The tapes quote Mr. Callaghan as saying at the aiport on his

departure for America that he could solve the dispute in a week.

/ns
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B Tnghonn oo PS/Prlme Mlnr/ger
T Hos leyrs PS?%hancellor
PS5/Home Secretary
CONFIDENT IAL PS/Secretary of State DE

PS;Mr Butler
- | PS/Mr Marshall
PS/Secretary of State PS/Sir Robert Armstrong
PS/Sir Peter Carey
Mr Ridley Dep Sec
Mr Mountfield CO
Mxr Monck Tsy
Mr D Smith DEm

STEEL STRIKE L Mr Woodrow Inf
. Mr Long IS(Tech)

Secretary of State may wish to know that Mr Murray and

Mr Scholey spoke on the telephone last night, following which
Mr Murray has arranged to meet Mr Scholey and his assistants
at 10,30 this mornlng to map out the lines of a possible
settlement,

2 Mr Murray has also arranged to meet the five General
Secretaries of the Unions directly concerned at 12,30 this
morning. He will presumably convey Mr Scholey's ideas though
this 18 not certain,

3 Both Mr Scholey and Mr Murray regard these moves as
preferable to immediate contact between BSC and Mr Sirs. The
idea 18 to get all five General Secretaries provisionally
agreed on the lines of a proposed settlement with the leaders
of the big Unions bringing pressure to bear on Mr Sirs. This
would also help to ensure that Mr Sirs can be fully committed
to the terms before he took them to his negotiating Committee.
Mr Murray is, 1f need be, prepared to attend the meeting with
the latter himself, Mr Sirs has summoned his Executive
Committee (not identical with the negotiating Committee but
closely related) to a meeting on Monday 7 January.,

4 This 1s promising so far but BSC know they have to be very
wary so that they are not pressed at each stage of the
proceedings to raise the offer a further notch or two. So

they may delay giving all the details of the proposed offer
t1ll next week., Mr Scholey believes that Mr Murray is
reconclled to any offer being "self-financing",

None of the above should be mentioned publicly.- ov%ﬁa
4UMQ ) bl aflewe g e vt g o et weass Cloe
Voo, das eedT =
J’VLLL-;--L '

S J GROSS

Hd IS Division
816 Ashdown House
2128705
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THE TRUTH ABOUT THE STEEL ST2IKE

rEe T

The national steel strike - first for 52 years - could cripple <he

country. It is therefore important that the issues be understocd.

As British steelmen, we are appzlled by =he bluff and half trut-s

put out by the Government and British St=el Corporation propaga-ds

machines.

Thesge are ' thel i Tacts Lo ladLllinl ol




The steel unions, like z.5.C.z  ARE COMMITTE=_ to
of a 'high productivity - z=ign pay' steel incmstry. 3zt tze unions

are being cheated. That 1s what the dispute Is all adoz:.

On PRODUCTIVITY, the im=rrovezent has been impressive. L 12 percent
improvement since 1975 s=ys tae most recent redort from tzs liational
Economic Development Couzcil (Iron ané Steel E=port 15%i: December 1979).
44,130 jobs have been tarer cut of the industrT over ths l=s- taree

S e s 2 ST I

years - 117,500 jobs since nationalisation ir- 1967.

PR s

v e S .-

Today, most B.S.C. plantz are as tightly manrez as most of treir
European competitors. Az KEIC study team nas just completed a

comparison of B.S.C's Apzrlety Frodingham basic @xygen steelmakiing

plant at Scunthorpe and _Smuiden No.2 basic oxrgen plant

Netherlands. ts verdici: B.S.C. productiorn manning ic
75 percent that of the Dctch level - and B.S.C®s labour costs

tonne are significantly _ower.

Yet still B.S.C. tries tc givs 2 false picture. The Corporation
has said that the U.K. steelworier's productivity ver mz— iIs 105
tonnes against 200 tonrnez per man in Germany. That is w=true.
Check with the EEC. Ckeck with the NEDC. Tke Corporztisn

N . o
'conveniently forgets' tzat continentzl figurerc do not i-=clucde
people involved in large zrez=z of coke making, cdld rollznz, tube

making, research laboratcries and ancilliary staffs iz czteringz,

nursing and apprentice training, If like is compared wizk like,

the U.K. productivity fimre Is 192 tomnes per man agzirst t:

=
-
e

German 200.

¥ 4
4€f; We concede that there is still SOME scope for Zmprovemer: - izouch

this is chiefly in the mzintezance area. We are as anxizus a=
e T P g W TSR TR A T R

_ —.v--- “—h

anyone else to ‘continue improring performances. BUT W= ZAVZ
INCREASINGLY CONCERNED A=0T” THE OTHEE SIDE OF THE 'HEIGE F=0T7J7CTIVITY -

HIGH PAY' BARGAIN. What zas happened to the zizh pay?

CCOTSInuod i eae




FACT: Tre British steelworker kz=s slipped right down the Britisnh

earnings league table, from 3rd tc oth. So much for high pay. It

just hasn't happened. The Britis-z Steel worker has been cheated.

Further evidence of this cheatins zcame last month when the
Corporaticn said it wanted TO CUZT i FURTHER 55,000 JOBS - that's
more thar one in three remaining s:eelmen - yet offered in the
annuzl par tound ONLY TWO PERCENT Increzse in pay. Nothing more
was possitle, they said. The cuposard was sare. Now the offer
stands at six percent with a lot oI strings - plus a local

productzvity deal.

We otject to this formula becauss It does nothing to keep steel-
workers atreast of inflation, curr=ntly runzing at over 17 percent.

NO OZZEXR GROUP OF WORKERS HAS BEZX ASKED TC TAKE SUCH A DRAMATIC CTUC

IN TESTR STANDARD OF LIVING. Pzy -ises of 13, 15 and 20 percent ars
beins offered and accepted by wori=ars in putlic services and elsewhzre.
YET I IS THE STEELWORKERS WHO EAVE SACRIFICED SO MUCH AND RAISED

PRODCCTIVTY SO SIGNIFICANTLY.

A par cea_” with B.S.C. has got to take zccount of inflation. Where
woulc tze money come from? The mczey could be funded in a number
of wevs. The important thing tc r=member is that B.S.C. is trading

at a proiit. If the Government wzs to subsidise British cokiag
M

coal toc tze same extent as other ZEZC Governmments subsidise their
J—'

cokxirs cozl, 3.5.C. would save £.35 millior a year - more than
enoush Tc pay our claim in full. 3avings could be made in many
other ways too.

S50 tze picture is this.

*A hizk productivity - high pay o:tiective
*LL4,22C Zzbs out of the industry cver the past three years.

*Procuctitity has been raised by 15 percent during that period.

*But British steelworkers are sti’l at the bottom of the EEC pay
leasue - and slipping in the Briiish table.

*Ancd now 2.5.C. have demanded furtzer massive closures, further
massive redundancies.

We dc not like taking the action w= have taken, BUT WE HAVE BEEN
FORCED 'T0. DOCIT, ’

THE CZ=2n 201G BAS 70 STOP.
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PRIME MINISTER'S CONVERSATION WITH THE HOME SECRETARY: TELEPHONE:
2100 HOURS: 3 JANUARY, 1980

PM The British Steel Corporatiammet all morning, and went on
until nearly 4 o"clock this afternoon. I think the work we did
yvesterday had borne fruit because ;hé'the two Directors that we
have on the Board had contacted others and had virtually managed

to sell their scheme to them. As a result of whic%}after very

éxtensive discussion% the British Steel Corporation authorised

their Executive to negotiate with the union men on the basis of

a lead payment for productivity of a modest sum, but to resume
negotiatians: After that meeting I understand that Villiers

gave a press conference while we had a meeting of Ministers

at about 6.15 when the two Directors, who'd clearly done a very
good job, told us what had happened, and Sirs had in the meantime
made a speech which we also knew was going to take place because
my chums were ringing me up the whole time, — Sirs saying 1look,

if there's money on the table in advance of a productivyty
agreement, he would discuss along that basis. So I rather

gathered Villiers has accepted that invitation further to discuss
now. And I hope therefore they're beginning to get together next
week. It's still to some extent tricky in that they could go too
far with - and offered too much on targets that aren't firm.

But in every single way there are dangers.

HS Always in these circumstances there are dangers everywhere.
that

PM Yes. Also, apparently/Villiers had said at first that,

oh)the strikers burst the cash limits, and our two chaps say,

netadthasinaoty You must still keep within the cash limits,

must be
and, though it/: not/repeated outside,Willie, the steel corporatio#




has very considerable resources, you know, and subsidiaries,

and land that it could sell, to meet the cash limits. SO In
fact, Willie, they've done a doybly good job. First, the

sSteel ecorporation, the cash limitzis a discipline, and you

must operate within it. And secondly, that these things just
won'!t cure themselves. We must start to negotiate, and they've
sold that to the Board. All the Regional Directors have met,

and had decided roughly how much productivity there was on offer
localkly, which enables them alsooto negotiate locally. So I think
that the meeting we had yesterday, Willie, borec fruit, and they

came back in a totally different way tonight.

HS I'm very pleased to hear that.

PM I'm very relieved. It can still go badly wrong. But. it
looks to me as if the negotiations will recommence next week

within the cash limit.

HS Well if that's the case, that will be very good.

PM Willie, have you seen? - Youdve only just got back

I haven't seen anything on the news, but there was reason to think
that things are moving . And also I think that Len Murray
privately was approaching the steel corporation. The private

sector is working perfectly well at the moment. The picketing's

not bad. 90% of imported steel is moved by lorry and not by rail.

So that's reasonable, and at the moment we've got a number of
strange things, Willie. I think the steel chaps are cock-a-hoop

that their nationalised steel strike is absolute, so it might not




be the world's best moment to get them to agree to a modest
settlement. I think the negotiations will have to wander on for

some time.
HS I would think as long  as they're going on that's alright.

PM I. think they'll probably start next week, but certainly
Villiers has accepted Sirs' invitation to negotiate, and they've

got the basis upon which they can negotiate.
HS Well, that's very good. Well done you.

PM But at any rate I think yesterday's meeting was reasonable!
Now, what we're trying to do is to modify the press releases

on any wage claims that come out. Soon'; January 7, Eriday,

the nurses are out at 19.3; two stages. I gather that water

are balloting on 13%, but that won't be through for!| about 3 weeks.
HS That's not too bad.

PM That's not-teo bad. So it could now be reasonable. But we
just don't knoW,Willie. A1l I'm concerned with now is that

there are certain negotiations going to take place soon with the

trade unions within the cash l1limit.

&
HS I'm sure this}right. I couldn't agree with you more.

PM I'm very relieved, because at least they've started to

negotiate. I was frightened to death that the British Steel




Corporation would look hard, flinty-faced, hostile. Well I
think it's now beginning to go the right way. I thought, Willie,

that we ought to have an E rouynd about Tuesday.

HS Yes, right.

Farewells.
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TO ALL MIWISTEEL

Attached is a speaking brief, 1n Question-and-Answer form, on the
background to the steel strike. Also included is a note on the
Department of Health and Social Security's arrangements for benefits
o strikers' families taken from 'The Times' (3 January 19@0), and
extracts from a recent interview with the Prime IEnisten.

The political balance to be maintained is a delicate one. Since
+he Government's policy is to stand aloof ITom pa bargaining 1in
nationalised industries, we mist be careful not To appear to be
plugging the British Steel Corporation management's case for them.
But we cannot avoid answering the question put by every interviewer:
"'Jon't the.Government have to intervene if the wnole of i1ndustry
is not to suffer?’ eImR—
‘/_/
In effect that is a request to finance an ypeconomic ggz deal with
more taxpayers' money, and the brief offers a suggested answer.
e Prime Minister has also called attention to the scope Ior—
additional pay increases based on sound productivity deals. It
would seem reasonzable, too, to emphasise the damage to future o
prospects which the strike will inflict not only on steel-workers
but on workers in other industries.

T+ will not be easy to strike a balance between the risk of
Ministers being accused of saying too much (and thus interfering
in the dispute itself) and the risk of saylng too little in a
crisis which could become serious in its effects on the economy.
The answer would seem to be, in consultation with Number 10, to
respond to invitations for interviews, but to keep as far as
possible to The Government's own interest - in the Budget
implications and the wider industrial effects if the strike
CONGIiAUES »

My Office and the Number 10 Press Office will always be ready to
help or advise on requests to Ministers from the media.

;) »
" 2

ANGUS 11AUDE
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PMG NOTE 1/80
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oesl the Governmens inGend &5

If you mean does the Govermment intend just to say To the taXpayer

you have got to provide bigger subsidies to steel, the answer must

b
2

De no. ? the negotiations started the Government made 17 verfect
j8

far as 1930/81 is concerned we are already

P -
——

is equal TO &houv

ramily in this country. money is available.

reasonable to ask the taxpayer for more when the steel workers can
e R S AN

earn more for themselves., t is five years since the BSC made a profit.
M

Since then it has made losses and the taxpayer has had to commit ver;

. . ; ! . - M
negvy Sums TO meetv tAe lncregasing LosSses.

\_———_-_-\

-1, o " i)
ne teble®

Tne BSC management are negotiating, not the Government.
e AR e s,
the steel unions centrally some 65%: but in addition there is =

tremendous amount to be got from increasing productivity, that is from
earning it, and that has to be negotiated locally. 10¢5 or even more

So: add 10% ta 6% and 1t looks very differen

-

be earned vefore it can be paid.
S

. - |y | ~
all”7 T
Al e e L

quite misleading to

5
dLCS e

hat is the current BSC level of productivity?

In Britain it takes nearly 11 man hours to produce one ton of sTeel.
Il“ m

In Luxembourg and Italy it takes five hours. That gives wide scope
for improving productivity. I hope that the steel workers will look

at i%t that way, given the local productivity deals on ofier — up
Lo 1% e more.

-




naeclh steel 1¥ the world,
Individual steel wor! e, Sremrr e
7 tne 'loss of 'm

Ql
GO comunensave
Bl and  othex

Trom &8, S%rite
are not working.
on., irdustries like
| R ——

oe the effect
STOoCKXsS are quis

"-'vi l l
are already in ftrouble
0 Judge at this stage.
: .

1adus

IT is 1mpossible
mentw

G
: +
a long strike must put non-steel jobs at risk too.
Why hasn't the Govermment called the unions to No 109
ions should be proverly conducted by manage
ed higher pay through productivity.
The 3

v ) Nty
ego0T1lats
The_ unions have reje nay Ul
they still expect The taxpayer to contribute more. £na;
atriouted nearly £24000m over the last five years. Is i i
Gaxpayer for more when the steel workers can earn more

T0 ask the
[nlg“er productivity?

1N
there still scope for negotiation?
roduce more

5
And at makes

means tnat our rivals,

es abroad. And it
workers particularly, earn very much more money because tney
Our steel workers want to be in that position.

i

They don't want to be dependent on the taxpayer for ever.
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following sums into BSC:
2700m (es%

A0 Moy e
.
1979-u & |

e
ave promised

each year.
Winat are the details of Government flnan01al supovort?
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75/20 the taxpayer has pus
1976=7 £931m; 1977-8 =00 Tms
A CSOET
maLing a votal of nearly £4 billion.

And we
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450m for 1980=81.
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en sharply and theres 2re many more sueel
1e world than there were. 330's current manned vlant
. 1) . - . .
s 215 million tonnes or liqulid steel per annum and

=
U

ermined that this should gquickly be reduced To abouv LS.mt. a at which

level profitable sales in the UK and overseas snould, on nresent

assunptions, be nossible. This will still leave a sufficient margin
StagpenmEy

to meet & revival of demand.,

Wnat are the employment consequences?

3SC considers that to approach intfernational levels of manning the

total number of employees engaged in iron and steel activities, as
defined in BSC, should not exceed 100,000 compared with 122,000

Pla = L
(including 12,000 making iron and steel at Shotson and Corby) at the

nresenc Lime.

Is BSC meking & trading oprofis?
Certainly not - unless you ignore depreciation and interest, which no
tusiness can do.

coalminers can have a 20% vay increase why can't the steel men?

ause coal is in strong demand and the National Coal Board can sell
= g

o

nroduces; steel 1s 1n surplus and BoC is uncompetliitive.

Will The steel strik | industry smaller than iv need
otherwise be?

A long strike would lose the Corporation more business for good. The

BSC has i1its doors open ready to continue negotiations. Steelmen cannct

be unwilling to consider the extra money earned from higher vroductivity.
teel workers zxre 2 very intelligent bunch of peonle. They nust

realise the damage they may do to themselves and the damage whe]

I}
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