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10 DOWNING STREET

From the Private Secretary 20 January 1983

Review of Regional Policy

The Prime Minister and the Chancellor had a word this after-
noon about the next steps in the Review of Regicnal Economic
Policy, in the light of the Chancellor's minute to the Prime
Minister of 30 December.

The Prime Minister said that her initial view had been that
she would take the chair in a small grcup of Ministers (and I
minuted Sir Robert Armstrong in this sense on 17 January). But
now that she had decided to chair the group of Ministers on rates
reform, she would prefer to leave regional economic policy to
MISC 14 under the Chancellor's chairmanship. She would be grateful
if the Chancellor would report to her the conclusions of MISC 14,
and she would then consider whether any further discussion under
her chairmanship would be required. The Prime Minister's immediate
reaction is against the idea of proceeding to a green or white
paper on regional policy, but rather for the Government to reach
its conclusions and to publish them as a decision at the due time.

I am sending a copy of this letter to Richard Hatfield (Cabinet
Office).

John Kerr, Esq.,
H.M. Treasury.
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10 DOWNING STREET

From the Private Secretary

SIR ROBERT ARMSTRONG

REVIEW OF REGIONAL ECONOMIC '‘POLICY

You minuted the Prime Minister on 7 January about the Report
by officials on Regional Economic Policy which was sent forward
to the Prime Minister on 30 December by the Chancellor of the
Exchequer.

The Prime Minister has it in mind to discuss these issues
with the Chancellor at a convenient moment. Thereafter she intends
herself to take the meeting of the Ministers most closely concerned
on the membership of the group. She agrees the list set out in
paragraph 5 of your minute, with the addition of the Chief Secretary,
HM Treasury, the Secretaries of State for Trade and Education and
Science, and the Chancellor of the Duchy of Lancaster.

17 January 1983

CONFIDENTIAL




13 January 1983
Policy Unit

. PRIME MINISTER

REGIONAL ECONOMIC POLICY

This report ends up facing in the right direction, but its arguments
lack incisiveness and leave out several vital points which would have

pushed the conclusions further in the right direction.

It does not clearly answer the fundamental question: what makes a

declining area decline? It cannot be "infrastructure'. West Lancashire

and West Central Scotland are criss-crossed by motorways. It cannot
be 'geographical remoteness'. Eastern Scotland, East Midlands, and
East Anglia are scarcely less remote than their Western counterparts.
If it is "declining industry"'", we have to ask what makes those indus-
tries decline? Why should Liverpool decline, and not Rotterdam? Why
do British car plants decline and Belgian car plants increase

production - within a country:as badly hit by recession as the UK?

By elimination, we are driven to accept one single answer to which

the report only fleetingly refers: unionisation and union behaviour.

Decline is most marked in heavily-unionised regsions where restrictive
practices are widespread and notorious and can be reversed only by
reducing the degree of unionisation or by the trade unions themselves
behaving sensibly. US experience suggested that supposedly declining
industries could revive in a remarkable way, when transported to the

"Sunbelt'" where union penetration was much weaker.

Existing REP has tended to operate in exactly the wrong direction. It
has concentrated help on large mass-production manufacturing plants in

which the unions are almost invariably strong.

There has been very little help for small firms, especially in the
service sector - where the unions tend to be weak or non-existent. We
spend over £900m on REP. Less than 10% of that goes to service
projects - and only a fraction of that is job-related, rather than

plant-related.

Thus, again and again REP has rewarded trade union militancy, or at
least attempted to mitigate the damage caused by that militancy. And
we are financing those rewards by taxing primarily the non-unionised

and non-militant sector.

The report does say (paragraphs 81 and 109):
1




". . . there is no general reason why investment assistance in
the AAs should be closely confined to the manufacturing sector.
The objective of expanding employment opportunities is at least

as likely to be met by increasing service-sector jobs."

This is an understatement, considering that in a developed economy we

may expect about three-quarters of new jobs to be in the service sector.
But the report goes on to miss the point:

"It makes little sense to subsidise setting up a new garage or
retail shop if the only effect is to put existing ones nearby
out of business. This problem of 'displacement' is more severe
for services than for manufacturing, since most serve only a
narrow geographical area whereas most manufacturing projects

can in principle supply a wide market in the UK and overseas."

On the contrary, manufacturing projects are more likely to be displaced,

while service projects are more likely to be additional. The

alternative to building a chemical plant in the North-East is often to
build a chemical plant in Southampton. The alternative to starting up
a beauty parlour or a window-cleaning business on Merseyside is not to
start up at all. Declining areas tend to be impoverished, both in
small firms and in the service sector. And large service firms often
serve the whole country in any case - eg mail order firms and
Littlewood Pools. There are also 'sunrise'" service industries -~ such
as computer software - where we enjoy a relative advantage inter-
nationally (which we do not have with many of the manufacturing
projects currently subsidised by REP) and which therefore offer a

more lasting foundation for the regional economy.

The report does attempt to steer the system more in the direction of

services, and in paragraph 114 suggests a scheme for grant of £2,000

per job created beyond a certain threshold, but this is only to be

additional to a grant for capital expenditure, and "The aim would be

that most projects would qualify only" for the latter.

jost of the money would thus continue to go to investment in large

capital projects where there would be substitution of capital for

labour, although more of these would be in the service sector than

before (the building of shops, offices and warehouses, for instance).

Most of the money would still be flowing into the heavily unionised

sector. Paragraph 110 makes it clear that '"because of the displacement




problem most of this assistance (to service firms) should, as now, be
selective, and this will make it unlikely that expenditure need or

would go very high",

The report rejects general wage subsidies like the old Regional
Employment Premium as carrying too much deadweight and being contrary

to Community rules (paragraphs 99-101).

But labour subsidies to service-sector jobs are not limited by Community

rules, and nor are temporary subsidies, It would be quite possible to
have a time-limited subsidy for new jobs in Assisted Areas - a kind of
temporary regional devaluation, which might give new small firms,
whether in services or manufacture, a good start and encourage existing
firms to take on an extra person or expand their activities. The point
is that this would offer far less temptation to-inefficiency than
subsidies to jobs in highly unionised large-scale manufacturing, where

an extra man, once taken on, is hard to get rid of,

The report does not explore this type of possibility., Yet without it,
many small firms would not qualify for help -- as the report itself
admits in paragraph 116 - because their expansion is not a clear-cut

"investment project'" as envisaged in paragraph 108.

The whole report is still too oriented towards manufacture and large
firms. And it gives no comparative costing of job-creation as between

manufacture and services, and between large firms and small firms.
We conclude:

(i) That the conclusions of the review do not go far enough to

justify the upheaval required to implement them.

That further work should be done urgently on how to encourage
small non-unionised and labour-intensive firms in Assisted

Areas. As a guide, it might be assumed that not less than one-

third of all REP expenditure would be devoted to such firms.

That Ministerial discussion of regional economic policy, either
in MISC 14 or another group, should not start until this work

is finished.

FERDINAND MOUNT T S ALAN WALTERS




ece Mr. Mount
Mr. Scholar ~—

MR. VEREKER

'

REGIONAL/ ECONOMIC POLICY

Yaur;ﬁbte of 11 January quite correctly reflects my views. But
of cBurse, I go a 1little further.

If the purpose of regional economic policy is, as Quinlan expects,
to subsidise labour in the development areas, then my analysis
suggests that what we are doing is rewarding union militancy, and
financing those rewards by taxing primarily the non-unionised and
non-militant sector. We encourage thereby militancy and penalise
the generally lower income earners in the non-unionised sector.
Not a good thing.

.
A further point which I did not discuss with you, but should have
done, is that the regions which suffer high unemployment are often
characterised by spendthrift public authorities. This increases
the local rates, and usually in Labour dominated areas, is
accompanied by various anti-business and pro-Labour practices.
Rates bulk - very large in taxes on business. Again, a regional
economic policy would reward the profligate Left wing local
authorities at the expense of the more responsible local electorates.
Again, not the sort of thing we want to see.

I think the other point I made wés that it is quite impossible for
anyone to predict when an area is going to decline on the one hand,
or take off on the other. For years everyone predicted that the
Southern States of the United States were doomed for ever to be
depressed areas, whereas the North East and the Mid-West would

for ever grow. But because of high unionisation in North East and
the Mid West, combined with spendthrift state and local authorities,
business shifted rapidly to the South. Interestingly enough the
traditional industries which died in New England, such as textiles
and light engineering, set up again in the Southern and South
Western States. There they flourish.

11 January 1983 ALAN WALTERS
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Ref. A083/0038
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PRIME MINISTER
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(Review of Regional Economic Policy
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In his minute of 30 Dee€rber covering a Report by officials on

Regional Economic Policy the Chancellor of the Exchequer seeks

t

your views on the procedure and forum for handling the Report, and

ﬁ y .
suggests that you and he might discuss how the substance and timing

—

fit into the Government's general political- strategy.

Substance of the Report

2. Briefly the main content of the Report is as follows:

5 It concludes that the strength of ‘the case for a

substantial regional economic policy may be debatable
— -

in net national economic terms but that the social
y . N “
and political arguments are powerful. -

It points to various defects in the present policy,
e s

of which the main ones are:

a. that the investment incentives, notably Regional
Development Grant (RDG), are not sufficiently
job oriented and are concentrated too much on

————
manufacturing industry;

that the areas which benefit from the policy
(the Assisted Areas) no longer correspond with
up-to-date needs (with the Wegt Midlands in

particular now having problems more acute than

some of the Assisted Areas);

that the machinery, especially in England, may
- i g
need to be improved.

[t puts forward detailed recommendations in respect

of a., while leaving open the question of rates of
grant; 1t proposes that c., along with many other
issues of detail, should be studied further.

CONFIDENTIAL
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In respect of b., which is probably the most important
issue politicETﬁy, it makes no proposals but asks
Ministers to give guidance on expenditure assumptions,
so that options can be worked out both on rates of

grant and on area coverage within those constraints.

It asks Ministers to consider whether they want a

major public statement on regional economic policy

within the life of this Parliament or would prefer

a minimal statement (possibly confined to some limited

changes to the RDG scheme).

You will recall that the Government decided soon after taking office

substantially to reduce the coverage of the Assisted Areas, but

agreed to review certain '"double down-gradings'" to non-Assisted

Areas. The review was conducted by the Ministerial Sub-Committee

on Economic Affairs and the results announced last summer.

Handling

3. Like the Chancellor, I agree that this matter cannot now be

taken further ugtil the major political issues about regional

economic policy have been addressed, ie:

T How far is it desirable, mainly for social and

political reasons, to distort the normal working of

the economy with the aim of reducing disparities in
employment opportunities in different parts of the

United Kingdom?

Given a broad judgement about i. (which might be

reflected in assumptions about future expenditure on

policy instruments - more than, less than, or about

the same as in the past) how should the benefit be

distributed, ie thinly over a wide area or in more
_—

N ————
concentrated form over a small area?
A ————— e |

How in particular should the problem of the EEEE.
Midlands be handled - by merely adding them to the
existing Assisted Areas, by substituting them for
some existing Assisted Areas, or possibly by reducing
the discrimination in favour of existing Assisted

Areas?

CONFIDENTIAL
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4. The immediate next step would be for you to have a word with

L,f’%he Chancellor alone, as he himself has suggested, to discuss the
e A i S

politics and the handling. The steps thereafter, subject to your

discussion with him, might be as follows:

is A primarily political discussion involving the Ministers

—

concerned with regional economic policy designed to
establish:

a. whether the Government should take major political

s ] . pAbal i
decisions about regional economic policy before

the Election;

if so, what the broad attitude should be to the

political issues at paragraphs 3. 1., 11. ang—iii.

above.

Depending on i., submission of papers by responsible

Ministers to the appropriate decision taking forum -

probably in this case E Committee, and perﬁﬁbs thereafter

to some special Ministerial Group set up for the purpose.

5. If you want to be involved yourself from the outset in the

political discussion at 4.i. above, the right course would be for

you to convene an informal meeting of Ministers. This would need
! - ;
to involve, as a minimum, the following:

Chancellor of the Exchequer

Secretary of State for Northern Ireland
Secretary of State for the Environment
Secretary of State for Scotland
Secretary of State for Wales

Secretary of State for Industry

Secretary of State for Employment -
I{.u4{¢3% 7 ne e j oo
to add the

Secretary of State for Education and

1*°You might also wish

Science since he was a member of MISC 14 which initiated the review
- 3 “' . : A .
in the first place and has strong and critical views about existing

regional economic policy; and also the Chancellor of the Duchy of
1,’; Lancaster because of the political implications.

CONFIDENTIAL
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6. If however you would prefer to let the Ministers concerned
have the broad political discussion in the first instance without
your being involved but reporting the conclusions to you, the right
course would be to follow the Chancellor of the Exchequer's
suggestion of a discussion in MISC 14 which would need to be
augmented for this item so that it corresponded with the list in

paragraph 5. above, with possibly one or two other additions.

7. I hope that this minute can serve as a brief for your initial

talk with the Chancellor. We shall be ready to advise further in
the light of developments.

ROBERT ARMSTRONG

7 January 1983

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
O1-233 3000

PRIME MINISTER

REVIEW OF REGIONAL ECONOMIC POLICY

Your Private Secretary's letter of 4 May conveyed your agreement that an inter-
departmental working group of officials, under Treasury chairmanship and MISC

14 supervision, should undertake a review of regional economic policy. The

group was to aim to produce a substantive report by the end of December.

A The group has now produced its report and I attach a copy. You may like
to glance at Part VII (pages 73-78) which gives the main conclusions and poses

some basic questions about the next steps.

3. The report is unexciting and there is a good deal more work to be done if
specific changes are eventually to be made on the lines suggested. But I regard it

as a workmanlike effort, and a broadly acceptable basis for taking matters

forward. The next step might be to circulate it to MISC 14 (augmented as

necessary) and to carry discussion forward there.

4, Before that is done, however, I should be glad to know whether you have

views on procedure or forum. You might think it useful for us to have a word

together about how we see the substance and timing of all this fitting into our

general political strategy - paragraphs 199-202 of the report are relevant.

P I am sending a copy of this minute to Sir Robert Armstrong.

(G.H.)
30 December 1982
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2 MARSHAM STREET
LONDON SWI1P 3EB

My ret: H/PS0/18400/82

Your ref:

/"] December 1982

_bea,JEL\_

ADDITIONAL ENTERPRISE ZONES

My Secretary of State has seen _the Scottish
Secretary's letter of 2 DecemBer to the
Chancellor, about keeping _opcn the possibility
of a further new zone in Scotland. He has

no objection to Mr Younger's proposals.

I am copying this to the private offices of
the recipients of Mr Younger's letter,

/W

Private Secretary

John Kerr Esq
PS/The Rt Hon Sir Geoffrey Howe QC MP
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2 MARSHAM STREET
LONDON SWI1P 3EB

Mv ref:
H/PS0/18305/82

Your ref:

’7 December 1982

El{4_ h{*l(
CHATHAM - ENTERPRISE ZONE

Thank you for your letter of 26 November about the inclusion of part
of the Dockyard in the Enterprise Zone for North West Kent.

I appreciate what you say, and I was of course aware of the Consultants'
views on the effect of the EZ on the disposal of the Dockyard if no

part of it was included. Anyway, I should be happy to accept in
principle the compromise you propose. I should, however, need to make
it clear that the consideration to be given in 1984 for the inclusion

of part of the commercial Dockyard in the EZ would need to be made

in the light of developments between now and then in Enterprise Zones

generally and in the North West Kent Enterprise Zone in particular.

You will of course be aware (though I do not think it necessary to
stress the point in the statement) that it would not be legally possible
for me to make a later addition of this kind to an existing Enterprise
Zone without the active co-operation of the local authority immediately
concerned. So much may depend, as you suggest, on developments between
now and 1984 which may influence the attitude of the Gillingham Council.

I am copying this letter to Norman Lamont and the other recipients
of your letter.

MICHAEL HESELTINE

Peter Blaker Esqg
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The Rt Hon Si :eof frey Howe QC MP
Chancellor of the Excheqguer
Treasury Chamb

Parliament Stree

LONDON

SW1P 3AG

bs:m Cg P

ADDITIONAL ENTERPRISE ZONES

Announcements were made on 15 November about the outcome of the
bidding for the second round of Enterprise Zones, which we
originally agreed should be for seven new zones in England and
one each in Northern Ireland, Scotland and Wales. In the event
there were nine new zones and two extensions announced for
England; one new zone for Wales with a further zone likely to
be designated in the near future; and one each in Scotland and
Northern Ireland.

At the time we were discussing these matters in correspondence
I decided not to ask for a further zone in Scotland, nor do I
want to move on this at present. But I would like to keep open
the possibility of designating a further new zone in Scotland,
particularly if changed circumstances were to make an EZ an
appropriate response to difficult local conditions. I hope
colleagues would not object to this.

As before, I am sending copies of this letter to the Prime
Minister, to the members of E Committee and to Nicholas Edwards
and John Nott.

S ApSL

]
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CHATHAM - ENTERPRISE ZONE

Thank you for your letter of 8 November 1982 about the
Enterprise Zone in North West Kent.

I am disappointed that you were not able to persuade the
local authorities concerned that part of Chatham's Commercial
Dockyard should be included in the new EZ, as I had felt that the
arguments set out in my letter of 22 October were strong ones.

I accept that this area will not come on to the market until
April 1984, and it may be that this delay will help us to find a
solution to the very real difficulties in which we will find
ourselves if the EZ goes ahead with the whole of the Commercial
Dockyard excluded. I am writing separately to Norman Lamont
proposing that the Ministerial Group which he chairs should have an
early meeting to decide the philosophy of our approach to the
disposal of the Commercial Dockyard: but I shall be surprised if
our colleagues do not share the Consultants' view that your Department
should attempt to dispose of it in.accordance with a planning brief
to be negotiated with the local planning authorities allowing a
reasonable mixture of dock-related, industrial, housing and recreational
uses. That course seems likely to be in the best interests of the
Medway towns, to leave the Government with a less troublesome
political legacy in the area and probably - although obviously one
must be cautious at this early stage - to be in our best medium to
long term financial interest too. But the pursuit of this planning
brief course would be greatly frustrated, as the Consultants have
made very clear, by the establishment of an EZ from which the whole
of the Commercial Dockyard was excluded.

From MOD's point of view, however, this is not a matter which
absolutely has to be settled now, so long as the door is seen to
be left open for a favourable outcome later. It could be that the
local authorities would be less opposed to the inclusion of part of
the Commercial Dockyard in the EZ if it was clear that it would be
additional to the areas you already have in mind for inclusion in it.

/Alld- L

Rt Hon Michael Heseltine MP

MANGGEMENT i CONFIIMTE
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MANAGEMERT

And moreover in the intervening period we must hope that the PSA's
discussions with the local authorities about the planning brief to be
adopted may succeed in removing some of their fears about our
intentions and perhaps also in inducing a greater sense of realism
about the future (especially in the case of Gillingham). If, for
example, the PSA found that there were companies willing to set up
business in part of the Commercial Dockyard and to create jobs there,
provided that that area was included in the EZ, that could well
concentrate minds and perhaps lead to a somewhat reduced concern
about such problems as traffic in central Chatham.

I wonder, therefore, whether you would be willing to say
that when the Chatham Commercial Dockyard becomes surplus to
Defence requirements at the end of March 1984 you would wish to
consider whether there was a case for extending the EZ to include
a small part of it (say about 50 acres). Although not the outcome
I had hoped for, I think this would probably be sufficient to
enable us to make progress with the planning brief approach if
that is the course which Norman Lamont's Group decides should be
adopted.

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

PETER BLAKER

MANAGEIENT, JI; ONF EDENCE-
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2 MARSHAM STREET
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My ref: H/PSO/17820/82
\ }) l‘;y" Your ref:

s N ; Il
M A 2. November 1982
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Thank you for your letter of 12 Nevember advising me of the
consequences for employment on Merseyside of a possible agreement
between the wire rod producers, I understand that the agreement
was not reached, While I am relieved that over 300 jobs on
Merseyside have been reprieved, I do understand that there can
not be any easy options for an industry burdened with over-
capacity,

I was grateful for your detailed explanation and would like to
be kept abreast of any developments in this case or any other
affecting Merseyside,

I am copying this letter to the recipients of yours: The
Prime Minister, The Chief Whip, Members of E(EA), and
Sir Robert Armstrong.

Q\, \ \\_. \

MICHAEL HESELTIKE

The Rt Hon Norman Lamont
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The Rt Hon Nicholas Edwards MP

| 2-Novemk2r 1982
\
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I understand that Michael Heseltine will be making his
statement about further EZ designations in England on

15 November and that George Younger will be announcing his
decision on the successful applicant in Scotland on the same
day. I now propose to follow suit so far as the Welsh
decisions are concerned.

The form of my intended announcement is attached. I believe
i? will be acceptable to you. It will be welcomed not only in
Delyn but in those other areas of Wales which have interests
in EZ Jdevelopment, I hope to be able to report on my further
choice for designation before the end of the month.

I am sending copies to recipients of my letter of 10 November.

J

QoM S uc.-éj#%{,.
L—Q :(']L ‘l@.\_. % -\?Sa f-é_':__—_—__— —

Approved by the Secretary of State
and signed in his absence

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer
Treasury

Parliament Street

LONDON SW1P 3AG




PARLIAMENTARY QUESTION:
To ask the Secretary of Staté for Waleé\whether he is now in a

position to make a statement about further Enterprise Zones in
Wales. '

DRAFT ANSWER
Following consideration of proposals from a number of local

authorities in Wales, I have decided that the location of a

) y
further Enterprise Zone in Wales should be Flint. I shall be

discussing with the Delyn Borcough Council the exact boundaries
of a Zone, planning proposals and administrative arrangements.
I am also examining the possibility of one further Enterprize
Zone development elsewhere in Wales, and I shall be having

early consulcations with the local authorities about this.




RESTRICTED

Treasury Chambers, Parliament Street. SWIP 3AG
Or-233 3000

12 November 1982

The Rt. Hon. Michael Heseltine, MP
Secretary of State for the Environment,
Department of the Environment

2 Marsham Street

LONDON. S.W.1

15D

ADDITIONAL ENTERPRISE ZONES

-
Thank you for your furthér letter of 10 November setting out

your revised proposals for additional zones in England.

‘I am content with what you propose, and I agree that you should
announce this on Monday.

I hope that the Scottish and Welsh announcements can be made at
the same time. I am content with George Younger's proposal -

his letter of 10 November to me - for a Tayside zone at Dundee
and Arbroath. I am also content with Nick Edwards' proposal for
a new zone at Flint, and I accept that he should announce that

he is considering a further increase in EZ coverage in South
Wales. (This is on the understanding that the increase in
coverage will be a choice either of a new zone or of an extension
to the Swansea zone.)

I am copying this letter to the Prime Minister, to the members
of E Committee, and to George Younger, Nicholas Edwards, John
Nott, and Sir Robert Armstrong.

GEOFFREY HOWE

RESTRICTED







2 MARSHAM STREET
LONDON SWIP 3EB

01-212 3434

My ref:

Your ref:

11 November 1982

ADDITIONAL ENTERPRISE ZONES

I am most anxious to include an announcement on additional EZs in my
statement to the House next Monday.

I have seen Norman Tebbit's letter of.9 November and Patrick Jenkin's
of 10 November. Both have agreed with 6 of the zones I recomnended
in my letter of ,2” November but have commended adversely on my proposal
for 2 new zones in the East Midlands and none in the Northern Region.

As far as the East Midlands zones are concerned I believe the zone in
NMorth East Derbyshire would assist greatly in relieving the high
level of local unemployment which is not reflected in the figures for
the TTWA as a whole whilst a zone in Wellingborough would encourage
development in the area of this committed local authority where
unemployment is above the regional average.

T do acknowledge, however, the high level of _need in Middlesbrough
which Norman and Patrick have stressed. I therefore propose that the
zone in Wellingborough should b® cut back below their original bid

and that a sImilar relatively small zone should be allocated to
Middlesbrough. Although this would result in 9 zones for England the
overall acreage would be broadly in line with"that I envisaged for

the 8 zones set out in my earlier letter. As I said then the progress
being made in the existing zones and the enthusiasm for the EZ concept
oy the Local Authorities to my mind clearly outweigh the doubts felt
oy Patrick and Norman over the increase in the number of new zones
beyond the 7 originally allocated for England.

On the gquestion of extensions to existing zones I am pleased that
Patrick agrees with that for Wakefield. Although both he and Norman
express doubts over the Speke extension I believe the opportunity thus

provided to bring private investment into this difficult area justifies
the addition.

For the reasons set out above I think a decision to establish the 9
new zones and to extend the existing zones at Wakefield and Speke is
the right one. I therefore propose to make the announcement along
these lines next Monday. No doubt Nicholas Edwards and Geogre Younger
will wish to co-ordinate the announcements for Soctland and Wales,

I am copying this to recipients of my earlier letter.

e

MICHAEL HESELTINE
Rt Hon Sir Geoffrey Howe QC MP ;







MINISTRY OF AGRICULTURE. FISHERIES AND FOOD

WHITEHALL PLACE, LONDON SWIA 2HH

CONFIDENTIAL

The Rt Hon Michael Heseltine MP

Secretary of State for the Environment

2 Marsham Street i

London SW1P 3EB November 1982

ADDITIONAL ENTERPRISE

I have seen a copy of your letter of 2 November to Sir Geoffrey Howe
giving details of the proposed additional enterprise zones in
England. I am pleased to see that you intend to take my Department's
comments on the extension of the Wakefield zone into account and,
subject to this, I have no objection to your proposals. We would,
however, like to see development of the Scunthorpe and Wellingborough
zones phased to allow the agricultural land to remain in

production for as long as possible. I should be grateful if

1

you would ask the authorities concerned to bear this in mind.

0001~“ of "; tter go to other members of E Committee
: ) 5
Edwards and Sir Robert Armstrong.

PETER WALKER

CONFIDENTIAL
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The Rt Hon Michael Heseltine MP

Secretary of State for the "”,.
Environment

2 Marsham Street
London SW1
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ADDITIONAL ENTERPRISE ZONES

You sent me a copy of your letter of,2/ﬁovember to Geoffrey Howe
with your recommendations for the additional Enterprise Zones
which we agreed earlier in the summer should be designated.

2 I am not at all sure that I see the substantial response from
local authorities as justification for departing from our earlier
agreement on the number of additional zones to be created in the
UK generally and in England specifically. Given the fact that
the Enterprise Zone concept is still something of an experiment
and, as we noted when we agreed on its extension, the paucity of
firm evidence on which to base decisions, my own feeling is that
we should stick to our original decision and that we should
therefore think in terms of seven additions to the experiment in
England.

3 So far as the individual candidates are concerned, I strongly
support six of those which you recommend: Allerdale, North East
Lancs, Scunthorpe (assuming that the EIE aspect can be seftled
sétisfactOrily), Rotheram, Telford, and North West Kent (assuming
that the details - Imcluding The questi®n of including some
dockyard land - can be settled satisfactorily).

4 For the seventh zone, however, I do not see either of the
East Midlands areas as being particularly strong starters in
théir own right: although each of them has some industrial and
employment problems, they do not seem to me to amount to the kind
of run-down areas which the EZ concept is intended to tackle.
And this view is greatly strengthened if they are compared with
some other applicant areas whose evidence of need is very much
greater. I find it difficult to accept, for example, that we
could justify establishing two new zones in the East Midlands at
the same time as overlooking the North East in this round.
Certainly the existing zones at Tyneside and Hartlepool may not
be developing as rapidly as some of the others, but given the




nature of the region generally this is surely only to be expected
and can be presented as an argument for trying again here. The
Middlesbrough case, as you point out, is_g _skrong one on grounds
ofﬁﬂﬂﬂﬂ“ there is high (and persistent) unemployment and an
unsatisfactory industrial structure in that there is
over-dependence on a small number of capital intensive
industries; the orientation towards smaller firms and service
activities which an EZ seems likely to give would be particularly
advantageous, therefore. And I understand that your Department
and the local authority are already actively involved in
regenerating the area and that land is immediately available, so
that quick results could be expected. I would therefore see
Middlesbrough as by far the strongest candidate for the seventh
place. Failing this - or if we were in the event to agree on
eight new zones - then I would see a very strong candidate in the
North West - Oldham. This is another area where the need is
manifest and where the site, I understand, fulfils all the
requirements for an EZ. Certainly, of course, there is already
an EZ within the Greater Manchester area, but Oldham is just
about on the opposite side of the conurbation, so that the risks
associated with competition would not seem likely to be great.

As for the two extensions you propose, I can see little
justification in normal EZ terms for adding the area you suggest

to the Speke zone. However, I agree with the small addition you
propose to Wakefield.

5 I am copying this letter to the Prime Minister, Geoffrey
Howe, other members of E Committee, George Younger, Nicholas
Edwards and John Nott.
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Lt
|O November 1982

I have now completed ny assessment of the proposals for a qccorﬁ
Enterprise Zone in Wales. Ty immediate conclusion (on the Basis
of the allocations in your announcement of 27 July) is that a
site in North Wales, at ¥Flint, should be designated. In toual

I received MU APpLICaTIONE TTon authorities in all parts of
Wales but I re:azu the claims of North Wales and of Delyn
particular, as the most pressing. You will recall that at

time of the rirst round ”f decignations we considered f}v

of designating a site at Shotton as well as the Swansea zone.
The area has suffered particularly from the rundown 1n steul

and textiles. The rundovn a EHO'ton and the closure of
Courtaulds ilills have made the heaviest contribution to

of over 6,000 in major e“WTO"D““ in ﬂﬂﬁ@ﬂ* years and hel;

11Tt current male unen F1ij6ht levels to 19.3% with signi

higher levels in the town of Flint lCule.

The site I have in mind following eliminary discussions with
the local authority is iu the centre of Flint and to the north

west and totals about 245 acies (including three derelict
Courtaulds 1Mills). This latter derelict land will take time
to clear and develop but adjacent to it are other parcels of
land, some ser vlCt(, somre in the process of uhwclop;ent and
with availlable advance factory accom;ouutlon. The site in
provides & ba for both short and longer term development,
with both publlc and private sectors available to play a part.
The rates p37F le on the Dnyo sed zone in 1982/83 are £226,600 -
not exceptional for an area of this size and type.

I hope an early announcement can be made, prenumale as part of
a package covering all four countries. I see however from
IMichael Heseltine's letter of 2 November that ideas are being
canvassed for additional allocations in MnL]anﬁ beyond those
in the 27 July announcement, and extensions of existing ZOnes.

The Rt Hon Sir GuoerOy Howe QC MP
Chancellor of the Exchequer
Treasury

Parliament Street

LONDON SWA1P 3AG
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plan for two adaitional z
corresponding increase in
coverage in W 5 beyond the existing Swansea and the proposed
Flint zones Local thorities in Wales wit 1successiul
claims t"zulr:, [ beli therwise have cause complaint

d Swansea might mt unreasor ask why

2nd Swansea why thej
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{ ek denied t¢ [1€11 .

I am sending vies letter to the Prime Minister
members of E Comm X: zorge Younger and John Nott.
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The Rt Hon Sir Geoffrey Howe QC

Chancellor of the Exchequer

HM Treasury

Parliament Street

LONDON
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I am grateful to MichaglfHeseltine for sending me a copy of his
letter to you of 2 No¥ember about the bids in England for next
round of Enterprise Zones.

The response in Scotland has been even more enthusiastic than I
had expected and I have had 25 applications for the one zone on
offer. —smg— .

I would like the new zone to be in the east of Scotland and well
clear of competition with Clydebank and have theréfore decided

to establish a Tayside zone, with sites at Dundee and Arbroath.
This would be subject To Iurther consulvations with the local ™
authorities about their cooperating in a combined zone on separate
sites. This has considerable political advantages compared with
concentrating solely on sites in Dundee. I hope it will be
possible to make the Scottish announcement in parallel with
Michael Heseltine's announcement, which I now understand is
scheduled for Monday 15 November.

I am copying this letter to the Prime Minister, to the members
of E Committee,and to Nicholas Edwards and Jochn Nott.

U
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ADDITIONAL ENTERPRISE ZONES

Thank y 4 for sending me a copy of your letter to Geoffrey Howe
of 2 Ngvember about your choice of new Enterprise Zones (EZs).

4
As you know, I expressed reservations about your original
proposal to establish further Enterprise Zones (my letter of
28 April 1982). My concern was that although some of the
existing zones had had a good psychological impact locally, there
was as yet little concrete evidence that the benefits of the REZs
were commensurate with their costs. Since then, of course, we
have received the draft Year Two Report of the EZ monitoring
study which has uncovered no concrete evidence of EZs having
produced any net gain at a national level and little evidence of
net gains at local level. The other important point to emerge
from that study is the extent of public expenditure required for
infrastructure and site preparation in the EZs, which was not of
course taken into account in estimating the cost of the original
EZ package. In the light of all this I remain concerned zbout
the value of creating more EZs in England than the seven we
originally agreed in July, and the possible extensiocns of
existing zones. I might add that I find it nard to fit the
extension of the Speke zones into any of the normal criteria for
EZs.

If the proposed increase does g0 ahead I have to say that I am
very surprised that your list includes no sites in the Northern
egion. I find it difficult to see how wWe Gould derend this,

bearing in mind that the Northern Region has the highest
unemployment rate in Great Britain. I fully accept that at
present Northern Region has the greatest share of EZs in terms
of total area covered. However, people do not generally see
the position in those terms, but in terms of the number of
zones in each Region. And on the basis of your proposals the
score would add up to four EZs fo

for Yorkshire and Humberside and




for Northern Region. This surely cannot be right. Furthermore,
I cannot see how establishing an EZ in Middlesbrough, the
strongest case on grounds of need in Northern Region, could
really damage the prospects of existing EZs in the Region. How
can we justify ignoring a candidate 1like this whose unemployment
rate is currently 20.1% (Teesside travel to work area) and yet
include in the list Welllngborouvh with unemployment at 14.4%
and North East Derbyshire where the rate for the local
(Chesterfield) TTWA is 14.5%? I do feel that you should drop
the two latter sites and include a candidate from Northern

Region instead.

I am copying this letter to the Prime Minister, members of E
Committee, George Younger, Nicholas Edwards and John Nott.

(Approved by the Secretary of State
and signed in his absence)’
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. @ REVIEW OF REGIONAL PoLicy

DRAFT REPORT BY OFFICIALS®

. Introduction
—~20duciion

1«  VWe have earnestly considered everything relevant to regional policy, end
nany other interesting subjects as well, Ve and our six sub—groups have
cirtula{ed over 100 papers, ang zany of us have read all of them, or at any

rate their conclusiong,

Effectivenesn

2. As a result, we have no idea what regional poliecy has actually accozplished
in the last 40-50 years. We sucpect that any benefits it hag brought to the
regions have been outweighed by the damage, it hasg inflicted on the national
economy. In any case, we are pretty sure that regional policy has been
increasingly ineffective in the 1970s, and that it will be positively harmful

in the 1980s. But W€ suppose that Minigierg are attached to it, and so we
Tecomend that it shoulg be coniinued., Ve are told that thig will help to dish

the Scot Nats, and make up for the Massacre of Glencoe,

A Possible Future Scheme

3+« The emphasis of regional policy could be shifted towards service indus-
tries, though we are instinctively opposed to reinforcing success rather than
encouragsing failure, and g2 genuflexion coﬁld be made in the direction of gmall
firmes, since that is the current buzz-phrase. But the principal change should
lie in the introduction of 2 Layard-iype rarginal labour subsidy. Hitherto thie
has always Eeqﬁ:xmkoned'a waste of money, but perhaps wrapping it up in regional

olicy makes a difference,
p ¥

A Geogzraphical Frzmework

L. Regional policy has alvays been concerned with the need for Jobs. Inner

cities policy, on the other hand, is concerned with the number of black one-
Parent familiesg lacking an inside lavatory, Obviously these two sirands of
policy should be combined, though we cannot for the life of us see how, or
why, Bringing rural policy into the combination ig more difficult, becauge
those concerned with it work in Bristol and it is impossible to discover what

ipn

they are doing., But we attach a helpful diagram from the Developzent Commigps




vhich rerits the widest Possible circulation ag ithe 014 Countrytg challenge
to the Earvarq Business School, - (Children of all ages will be thrilled by
the game of getting from ihe Co—operative Development Lgency to the English
Tourist Board without taking a Local Initiativa).

Rezional Orgnnjsation

S¢ A1l this wncertainty nalkes it easy to undersiang vhy we have adopt

the classie bureaueratic Tcsponge 1o any difficulty of fiddling wiin
(L

organisational framewori:, (k%e:eac(soldier lest on Lanseuvres criegs
"mapts wrong", a civil tervant boldly gets out to Chanze ihe zap). Ve
.accordingly ambled h:ppily through the by-ways of new Kinistries, or 1
sterial Cozmittces, Joint Regional Offices and rotating Chainaan:hips.
regional policy itself, a11 this may help, though it wiil Predably hinde
and it will at least create additional jobs for civil

in the regions,

Envoi

6. In making our Tecoumiendations we are fortified by ihe conviction that
they will be ignored by any Governument which €terges froa the next eleciion,
After all, it ig better o Trecomnend hopefully than to arrive at the point

where one has to put onetg Tecomzendations into effect.
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01-212 3434

My ref:

Your ref:

2_ November 1982

ADDITIONAL ENTERPRISE ZONES

Following your announcement on 27 July about our intention
to designate additional enterprise 2zones, my Department has
received 55 applications from local authorities and new town
corporations in England. I attach a 1list of these at Annex
A. -This is indeed a significant response, and reflects both
the economic difficultieés wnich rface many areas of the country
and also, more importantly, a growing willingness on the part

of 1local authorities to adapt to the needs of the business
community.

I believe that the case for additional zones continues to be
demonstrated by the results which we are seeing in the existing
zones, I met the promoters of these zones last week, and the
progress review which they gave me was graphic evidence of
the achievement of the 2zones, over 1little more than a year,
in stimulating activity in areas which has previously been
in serious decline,. I enclose at Annex B a summary of this

progress review, which I propose to issue shortly as a press
release,

In deciding on the applications for the additional zones 1in
England, I have had regard to the attitude of the applicant
authorities, as well as to the development potential of the
site proposed and the needs of the areas. I have also aimed
at a geographical balance between the additional zones and
those already in existence. While a zone as successful as
Corby would feel 1little effect from a conpetltor 35 rhiaraue
proximity, others, especially on Tvr=s 3¢ cua in Hartlepool
are less strongly placewu. Ov-.all I have concluded that
particularly strong ~=ses fur new zones have been made by eight
Authorities += =zngland. This is one more than the seven
initiallv allocated unglcﬁd but the increase is, I feel,
justified by the in & expressed and the qualzty of the
case for tn:z 2omnes am proposlng < =2gdition, as I explain
Rel~:, 1 consider tnat we should 1look ravourably upcs .7
applications for extension~ to existing =zones. Details of
these zones are at Annex C,




LUNF LUENT 1AL

I have considered the applications on a regional basis. 1In the
Northern Region, we received 7 applications, of which that from
Middlesbrough had the strongest case on grounds of need. There
arée, however, already 560 ha of land in the existing zones at
Tyneside and Hartlepool. I believe these present sufficient
opportunity for enterprise in the Northern Region, and an
additional zone could well damage the prospects of those already
in place. Therefore in spite of the problems of the area, I
am not proposing a new zone,

In the North West, we received 17 applications. of which I
propose 2 should be accepted. These are in Allerdale, which
would be based on redundant BSC land and some serviced
industrial sites in Workington; and one in North East
Lancashire, which would take in a number of sites programmed
for industrial development in the areas of Burnley, Hyndburn,
pendle and Rossendale which are clustered along the M65
corridor.

In Yorkshire and Humberside, we received 8 applications. Again
I propose 2 additional zones for this region: .one for
Scunthorpe, which would include redundant BSC land and a vacant
industrial estate, and possibly 21 ha of EIE land nearby; and
one for Rotherham.

In the West Midlands, we received 9 applications. I propose
a zone for Telford which in September 1982 had the highest
unemployment rate in the region (20.89%).

In the East Midlands, there were 6 applications. The only
existing zone in this region is Corby, which has itself applied
for its zone to be extended on the grounds that only 10% of the
zone land remains uncommitted to development. I do not propose
that Corby's case be accepted, since I take the view that it
has now built up a momentum of development that does not need
this particular further boost. I do feel that the region would
benefit from the provision of enterprise zone opportunities
elsewhere, however, and again I propose two additional zones.
One would be in North East Derbyshire where a zone would
undoubtedly help mop up some of the unemployment caused by the
rundown of the local mining industry. The other would be in
Wellingborough, a committed local authority facing an unemploy-
ment rate above the regional average and offering a site with
good prospects for rapid development,

We received no applications from the Eastern region. In both
the South West and Greater London we received 2 applications.
Although the clear commitment of the local authority in
wandsworth rendered the bid attractive neither that nor the
other sites proposed recommended themselves for enterprise zone
designation, and I am recommending there should be no additional
zones in these regions.

CONFIDENTIAL




Ly
]

* .

Ir‘he South East we received-4 applications. Of these the
strongest cases were made in the bids from Rochester/Gillingham
and from Gravesham. I have discussed their bids with the local
authorities, As you know the proposed rundown of Chatham Dock-
yard will cause considerable problems throughout this area and
the Councils have now agreed to operate a joint 2zone with
immediately available land in each of the three Authorities.

" Their bids in aggregate come to some 200 hectares but the

Authorities are aware that in discussion with us, the area will
have to be reduced to about half that size,

Peter Blaker has written to me advocating the inclusion of some

of the dockyard land in the zone. I will be replying separately
to him.

Finally I have had a number of bids for extensions to existing
zones, I have dealt with the Corby proposals above. The only
two extensions I am keen to approve are those to wakefield and
Speke. In Wakefield, 2 small sites have been proposed as
satellites to the existing zone at Langthwaite Grange, one of
15 hectares, the other of 29 hectares, Wakefield have
demonstrated that Langthwaite Grange has taken off over the last
12 months, so that virtually all 55 hectares of the zone are
likely to be committed within a couple of years. I know that
Peter Walker's Department objects to the prospect of development
on 13 .hectares of the second proposed satellite; I therefore
recommend that Wakefield be given an extension of 31 hectares
which would be of considerable significance in relieving local
unemployment in the mining communities concerned.

At Speke, Liverpool City Council have applied for an extension
of the zone to include 2 areas which were left out of the
existing zone at designation, as well as a further area of some
40 hectares on the southern airfield of Speke airport. I am
not persuaded to drop my original objections to the first 2
areas, but I am recommending that the southern airfield site
be given EZ designation. Merseyside County Council intended
to concentrate airport operations on the southern airfield, and
are looking for private investment to help develop an integrated
hotel and terminal complex. The proposed extension, which is

contiguous to the existing zone, would enhance the prospects
for securing such private investment.

To summarise I am recommending additional zones at Allerdale,
North East Lancs, Scunthorpe, Rotherham, Telford, North East
Derbyshire, Wellingborough and North West Kent and extensions
to existing zones at Wakefield and Speke.

1 am anxious to minimise the period of uncertainty which could
be a deterrent to new investment in the areas which have
submitted bids. I would therefore be grateful for a response
by 10 November to allow an early announcement.

1 am copying this letter to the Prime Minister, members of E
Committee George Yoo r, Nicholas Edwards and John Nott,

A

MICHAEL HESELTINE

The Rt Hon Sir Geoffrev Howe QC MP



ADDITIONAL EZs: BIDS RECEIVED

NORTHERN REGION

Sunderland Borough Council

South Tyneside Borough Council
Middlesbrough Borough Council

Aycliffe Development Corporation

Gateshead Metropolitan Borough Council
Stockton on Tees Borough Council

North Tyneside Metropolitan Borough Council

YORKSHIRE & HUMBERSIDE

Scunthorpe Borough Council

Rotherham Metropolitan Borough Council
Great Grimsby Borough Council
Barnsley Metropolitan Borough Council
Doncaster Metropolitan Borough Council
Glanford Borough Council

Kingston upon Eull Borough Council
wakefield Metropolitan Borough Council

NORTE W=ST

Burnley Borough Council®

Hyndburn Borough Council®

Pendle Borough Council®

Rossendale Borough Council®

Tameside Metropolitan Borough Council
Allerdale District Council

Bolton Metropolitan Borough Council

Rochdale Metropolitan Borough Council

Ealton Borough Council

Ellesmere Port and Neston Borough Council
Oldham Metropolitan Borough Councils
Skelmersdale Development Corporation

Barrow in Furmess Borough Council

Bury Metropolitan Borough Council

City cf Manchester Metropolitan Borough Council
City of Liverpool Metropolitan Borough Council
Central Lancashire New Town

WEST MIDLANDS

City of Birminghanm

Newcastle under Lyme Borough Council

Sandwell Metropolitan Borough Council
Wrekin District Council

Walsall Metropolitan Borougn Council

Cazmnock Chase District Council

City of Stoke on Trent

Coventry

Worcester

go submitted a joint bid




i
o ©
EAST MIDLANDS

Wellingborough Borough Council

Corby District Council

Boston Borough Council

Kettering Borough Council

Mansfield District Council

North East Derbyshire District Council

SOUTH EAST

Rochester upon Medway Borough Council
Gillingham Borough Council

Medina Borough Council

Gravesham Borough Council

SOUTH WEST

Plymouth City Council
Woodspring District Council

LONDON *

Wandsworth London Borough Council
Hammersmith & Fulham




ZITT=RPRISE ZONES: PROGRESS REVIEW

Tyneside

In Newcastle, Vickers have zlmost completed their "Project Dreadnought" development

at Scotswood, which comprises 36,000 sq m of new floorspace and will employ 700
people. Clearance of the Elswick site to ground level, to a2llow for redevelopment,

is planned to begin in Spring 1983. The 22 small units build by Mercian Buildings
(4,000 sa m in total) are open. Lucas have agreed to buy 1% escres of the lNoble Street
site from the City Council. In Gateshead, Legal and General's development of 20

sm21]l units on the Team Valley South site has been completed. ' 7 units have been let;
z farther 7 a2re %o be occupied by a single company. 4 proposal for a prestige hotel
is the subject of a2 UDG application.

Hazxrtlenool

411 6 sites on the BSC Sandgate development have been sold. Development of 32 of a
plenned totel of 64 small units within the Longhill ITA has been brought forward to
stert soon. The 17 companies and 10 small businesses which have set up in the ZZ
provide a 3otal of 430 jobs. A further 2 companies zare to set up in the ZZ in
Januery 1983, providing 60 more jobs.

vekefield

Of the 34 hz of land available for new development a2t EZ designation, 21 ha has now
been developed or had interest expressed in it. 4 of the 5 factories vacant on
designation have now been lei, 2nd 3 occupied, providing over 100 jobs. 3 cut cf

4 pnew factories built by 2 private developer have 2lso been let, providing 50 jobs.

S21ford /Trafford

In Szlford, & hz of city-ovmed land have been cleared and sexrviced. 18,000 sq m of
industrizl units zre under construction, hzlf of which are pre-let. Spine infrastruc-
+ure has been provided to open up the Manchester Ship Canal Compeny's develorment land
in the docks. Derslict land cleararnce has begun on 28 ha of dockland.

In Trafford, the stez2dy teke-up of existing premises continues. 48 firms, providing
some 700 jiobs, have set up in the =2,

Speke

"Beehive” units have been sold. The EL plent, comprising 90,000 sq m
ace, has been sold to Mersey Pride Enterprise Developments; 2 sites
1ave been sold on. The redundant buildings on the Dunlop site have
zns for the provision of 2 nzjor sever on the Noxth Airfield zre
llow for industrial and commercizl development.

nevw development has been completed and 2 further 15000 sq m under
constructi Scme 3€0 jobs have been provided of which 236 2re in 15 new firms,
Teras heave ; been zzreed for the szle of 45 ha, formerly owned by 3SC and Big o
loczl privete developer,




0f the land originzlly aveilazble for development, only 12 ha (105¢) remzins
uncormitied. Some 1,000 jobs have been provided in the 2, znd a further 2,500 are
estimzted to be in prospect.

Isle of Dogs

Since designation in April 1982, 12 ha of 1land have been marketed, 5 ha for speculative
developments and 7 hz for owvner-occupiers. A further 24 ha has now been released for
merketing and will be available in early 1983, Construction of the Dzily Telegraph
plant is expected to start by the end of the year, and to provide some 2,000 jobs
long-term. Conversion work hes begun for the Limehouse Productions complex, which is
expected to provide 66 permenent jobs initially and possibly a further 130 in the lomger
term.

Belfast

Mhere has been £10m of new investment in the EZ (£8m private, £2m public). The
shortfall of smell workshops, for which there is a major demand, is expected to be
made good by Surmer 1983. 27 companies have set up in the EZ, providing some 190
jobs. 4 further 10 firms zre committed to moving to the ZZ, and will provide some
170 further jobs.

Clvdebank

124 companies (of which 51 are entirely new) have set up in the EZ. They have plans
to provide 2 total of 1,400 jobs, of which 1,000 axe already on the ground.

Swansea

Some 8 hz of land have been brought into development since designation. Construction
has begun on scme 26,000 sq m of floorspace, and a further 7,500 sq m is cormitted.
44 f£irms have moved into or set up in the 32, providing some 240 jobs.

Firms committed
+o the BZ =are expected to provide a further 450 jobs.




ENTERPRISE ZONE APPLICATIONS ANNEX C

(NOTE: details given are taken from local authority applications. Some details, particularly
of size, will be refined in discussion with the authorities.)

Authorify

location of
Proposed EZ

Size of Proposed
EZ (in hectares)

Rates Payable on
Proposed sites in 1982/83

Allerdale -DC

Burnley BC )
Hyndburn BC )
Pendle BC )
Rossendale BC)

Liverpool
Scunthorpe BC

Rotherham MBC
Wakefield MBC

Wrekin DC

Northeast
Derbyshire DC

Wellingborough BC

(Rochester—upon—Medw&y)
( City Council )
(Gillingham BC )

(
(Gravesham BC

Workington/Maryport

North Eas t Lancashire

Speke
Skippingdale

Rotherham
Kinsley/Dale Lane

Telford

Holmewood

Wellingborough

Gravesend/Northfleet

67 - 128

Lo

96
(21 at EIE estate)

106
Ll

113
93

82
138

£28,000 - £44,000

less than £50,000

less than £50,000
£1,600

£104,000
£8,000

nil
nil

less than £60,000

£5%0,000

£142,000




Your ref:

2,&?'5uly 1982

N
_ ity
I have seen Nick Edwards letter to you of 13 July.

I agree with him there will be presentational problems - not Jjust

in Wales but in England too - but in my view this was implicit in
our decision to stick to the 1979 _pattern of Assisted Areas. I
don't think it is an argument for limiting the areas receiving aid
from non-quota section of the ERDF, which is intended to apply on

a sectoral basis. I should be very reluctant to see the much needed
aid for the Yorkshire and Lancashire textile areas denied to them for
such a reason and I think we should press on with our efforts to get
as much advantage as we can from what the Commission 1s prepared to
put forward which, as I understand it, is what Norman Lamont is
trying to do.

1 am copying this letter to members of E(EA) and OD(E), Douglas
Hurd and Sir Robert Armstrong.

{

MICHAEL HESELTINE







CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
O1-233 3000

22 July 1982

The Rt. Hon. Nicholas Edwards, MP -
Secretary of State for Wales

ADDITIONAL ENTERPRISE ZONES

Thank you for your letter of 8 July about the designation of
additional Enterprise Zones. You will have seen by now a

copy of Mr. Scholar’s letter of 18 July, recording the Prime
Minister's agreement to the creation of up to 10 new Enterprise
Zones, as proposed in my minute of 2. 3dly. I plan to announce
this in the debate on Tuesday.

I am sure that more than one area in Wales can make a good
case for designation as an Enterprise Zone. But equally more
than 10 areas in the UK as a whole would probably benefit from
EZ status. But, at this early stage in the Enterprise Zone
experiment when the first results are promising but not
conclusive, it would be wrong to designate more than a small
number of new areas. And on grounds of equity, I think we
have to stick to the pattern proposed in my minute, which was
based very much on the distribution of the first tranche of
Enterprise Zones designated over the last year.

Copies of this letter go to the Prime Minister, Michael Heseltine,
Patrick Jenkin, Norman Tebbit, Jim Prior and George Younger.

GEOFFREY HOWE
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10 DOWNING STREET

From the Private Secretary

19 July, 1882,

Enterprise Zones

The Prime Minister has seen the correspondence about the
enterprise zones, following the Chancellor's minute to her of
2 July on this subject.

Mrs. Thatcher agrees in principle that up to 10 new
enterprise zones be set up, as proposed in the Chancellor's
minute. She does not wish, however, an announcement to be
made immediately about this. She thinks it would be best
made in the course of an economic debate before the Recess.

I am sending copies of this letter to Jonathan Spencer
(Department of Industry), Barnaby Shaw (Department of
Employment), and David Wright (Cabinet Office).

Peter Jenkins, Esq.,
HM Treasury..
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ENTERPRISE ZONES Wiy, Mes o[7

As you know, Patrick Jenkin hoped to announce the decision about
more knterprise Zones this week; but that has been deferred
against the possibility of a Supply Debate, in the course of
which the announcement would be valuable ammunition. I now
understand however, that the prospect is that that occasion will
not arise before 27 July. It would seem to me regrettable to
leave an announcement as long as that: every day that we wait
now delays the start of Enterprise Zones to the same extent: we
are already cutting the timetable for identifying new zones and
establishing them down to the bone. This is particularly the

case as the end of July really means noth happens until
September, " 3
M

L

I should therefore like to suggest that an announcement is made

as early next week as possible., I do not know of a particularly
suitable occasion for an announcement and I do not mind who makes
the announcement., But I suggest that if there is no specific
occasion that would be more suitable, you might make the announce-
ment yourself either in the form of a written answer or even
possibly in a statement.

1l am copying this to the Prime Minister and also to Patrick Jenkin

and Norman Tebbit.

MICHAEL HESELTINE
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Ch

R s

I have seen a copy of FNorman Lamont's report to you on
the current negotviations with the Commission on its proposals
for a seconé round of non-guota measures. The areas cnvisaged
for aid are as you know very inmportant to Wales, not just
because of the steel industry run down - wvhich has in part
been recognised under the first round - dbut because of the
substantial impact of job losses on the textile industry
in Clwyd. You will understand, therefore, that I have looked
not only at the broad issues Norman raises but also the
specific implicationg for Wales ol proposals for England.

™
Overall I am bound to question whether the proposed extension
of the non-quota to non-assisted areas as a mecans of jenerating
custom for the EC funds is really of such advantage that an
immediate decision in favour has to be taken.

i fully accept that the Commission's likely insistence on the
need for national contributions to the non-quotva measures

may cause all departments problems when their resources are
stretched as they are at present. Turther, an application in
the second round of the Treasury's rule that payments to SIEs
must be set apainst Departmental votes will compound this
problem. I imagine that like me colleapues nmay not find it
possible in the event to operate in the assisted areas the
measures proposed for the non-quota. in the way the Commission
and the Treasury envisage. How far is this likely to prove

a real stumbling block?

The Rt Hon Patrick Jenkin MP
Secretary of State for Industry
Department of Industry

Ashdown House :

Victoria Street

LONDON SWAE GED
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I am sending copies of this to E(EA) colleagues, Douglas

Hurd and Sir Robert Armstrong.
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THE GOVERNMENT'S INDUSTRIAL POLICY

The government's industry policy has three objectives:

¥ creation of a climate in which industry can flourish;

* positive action to make markets work more freely;

* positive stimulation sharply focussed on those areas where this

is a cost-effective use of taxpayers' money.

The industrial climate. The government's main contribution has

been the fight against inflation. Inflation makes planning for the
future hazardous and so delays investment; it sours industrial
relations and puts pressure on wage costs; it hampers competition

with overseas producers; and it forces up interest rates.

The government has, despite the difficulties in recession,

maintained downward pressure on its borrowing and financed its

deficit responsibly. Inflation is down sharply, .,and interest rates,
already 3%% lower than in the autumn, are still on a downward trend.
The government cannot undo the effects of high US interest rates -
yet it can and it has refrain from adding further to industry's
problems.

Market efficiency. The government has abolished pay, price, dividend

and exchange control. The 1980 Competition Act provides new and

effective methods for dealing with restrictions on competition.

The Employment Act 1980 and the Employment Bill are steps take
towards achieving a more appropriate balance of bargaining strength
between employers and trade unions. Some of the rigidities in labour
markets introduced in the 1975 Employment Protection Act have been
removed, and the government has lost no opportunity of stressing the
link between levels of pay and job security. Wage Councils have
been instructed to take more note of conditions in the labour market
when setting minimum wages, and the Young Workers Scheme subsidises
the employment of young people where this is at a realistic level of

pay.

Labour mobility is crucial to an efficient labour market. Th
sale of council houses to tenants is of great value here. So too is

the work of the National Mobility Office, which helps in the allocation




eople want to move for job reasons

streamlined, particularly as it

ize zones in specific locations
are showing potenti i exXists for further measure of
deregulation. i ir Industrial Development
Certificates in non-assisted areas, supposedly to encourage investm
in assisted areas, was suspended in December 1981, since the scheme

impeded development and rarely had its desired effect.

Reduction of the State . However firm the financial discipli

r
imposed on the state sector, it can never r
e

eproduce the effectivenc
of the market in increasing efficiency. Yet, improved efficiency
in the state sector is crucial to the creation of a better climate I
industry. The government's achievements in reducing the size of the
state sector are summarised at Appendix A. The aims of its policy f
the state sector are:
Where possible to return nationalised industries or their
subsidiaries to the private sector:
To remove statutory backing the state monopolies, and minimise
the extent of monopoly operation;
tionalised industries to greater efficiency, and
crutiny by the MMC;
e 1s an intelligent purchaser of industry's

with a helpful and constructive relations
les to introduce more privatisation
cy of central government.

state employees which

market and the economic

Government stimulus t in ry. The government maintains that the

-

most effective bo 20 British industry will come from lower inflat
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lower interest rates, moderation in labour costs and continued
improvements in productivity. It has also acted to cut employers'
National Insurance Surcharge and reform the system of stock relief.

More specific stimulation is, however, cost-effective in some areas:

* Small businesses. A battery of measures has been designed to make

it easier for new and small businesses to raise loans and equity
finance. The tax climate in which they operate has been transformed;
the weight of bureaucracy upon them has been reduced; and the

advisory services available to them have been strengthened.

Technological developments. The government has a clear role in

supporting basic research, and in promoting new products and
processes which would otherwise not be developed. It has taken
unprecedented steps in promoting awareness and adoption of new
technologies, in particular in the field of information technology.
Increased investment in BT (over £2 billion per year) will allow

the complete modernisation of Britain's telecommunication network,
and this and measures to liberalise the telecommunications

monopoly will greatly facilitate the development of IT industries in

Britain. Support is also given to accelerate development in

microelectronics, robotics, fibre optics, computer-aided design,

biotechnology and other advanced technologies.
The NEB and NRDC have been merged to form the British
Technology Group, which aims to spur technological progress in

co-operation with the private sector.

Help with investment. Companies operating in Britain receive

considerable incentives through the tax system to invest in their
businesses. Companies may deduct 100% of the cost of most capital

goods from profits for the purposes of Corporation Tax.

The government actively encourages inward investors to Britain
by publicising this and the specific investment incentives in the
designated regions (see below) and under other Industry Act provisions;
and by its sound financial policies which create a climate attractive

to overseas investors.




The Dol Invest in Britain Bureau spearheads the government campai
to attract inward investment to Britain. Norman Lamont pointed
the folly of "the growing proliferation of local agencies attemp!
to mount their own campaigns in different parts of the world".
said that this is wasteful of public money, and confusing and
irritating to the potential investor, and concluded:

"I do not believe we can allow it to continue'. (Brighton, 1st July
1882)

H

p with exports. The government is active in promoting worldwid

el
ree trade, because Britain depends upon trade for its prosperit

Where competitionnis unfair, the government accepts its duty

act; but as far as possible, it has aimed to achieve fair
competition by persuading other countries to abandon subsidies

and protection.

Through Ministerial visits, export credits, aid and trade provisions
and greatly improved co-ordination in support of firms pursuing
major export orders, the government ensures that Britain's

exporters receive assistance as good as that available to their

competitors.

The old, declining industri Patrick Jenkin has said:

"Over half 1 I . fto supporting the

the past. \ y d di = I t Government

(CBI dinner,

There has been continued determination to ensure that support

kind will be temporary and tapering, and that it is used to return

the recipients to commercial

that total,
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between incentives to special development, development and

intermediate areas have been increased.

* stability. If investment decisions are to be affected by regional
policy, that policy must be stable and predictable. In downgrading
areas to increase selectiveness, the government has proceeded
slowly, and phased the process where more than one step (e.g.

special development To intermediate status) has been involved.

* value for money. The criteria for regional selective assistance

under section 7(and general assistance under section 8) have be:

tightened (a) to include only those projects which would not go

ahead without it; and (b) to concentrate on the provision of

increased efficiency and more productive and more secure jobs.

* flekibility. The government has responded to changed circumstances

in the regions. For example, Shotton became an SDA and Corby
a DA, in December 1979. Port Talbot became an SDA and Newport,
Cumbria and Scunthorpe became DA s in July 1980. All these
designations were in response to steel closures. In July 1982,
Teesside became an SDA and Rochdale and Rossendale a DA, again in

response to their changing fortunes.

* attractiveness to investors. The government has been concerned

that regional aid should be in a form most effective in attracting

investors to designated areas. In addition to general help with

investment, more tailored incentives are available:

Help with training costs. In April 1980, an in-plant
training scheme was introduced under section 7 which offers
grants for training costs in SDA's and DA's. This is a
positive move to attract new industries and modern

technologies to the regions.

Provision of advance factories. The English Industrial

Estates Corporation and the Welsh and Scottish Development
Agencies remain active in the preovision of factories in the
regions, ready to meet the demand from new investors. This
has proved a very cost-effective way of attracting firms to

the regions, particularly since the Industry Act 1980 has
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increased the scope for private sector

The Development Agencies. Mr Lamont made the following statement

in Brighton on 1st July
"It is often alleged that i th ield of overseas promotion the
English regions - es i Assisted Areas in the North and

South West - are tre ' y comparison with Scotland and

Wales. The promotional agencies in those countries, it is said,
have resources far superior to any available in the English regiona
associations - the North of England Development Council' and other

I admit that i thing in this argument.” I met the

Chairmen and Di to of the four English Regional bodies on 1 Ap:

-

and I was impre by what they had to say. I hope to meet them
nft
WA

again in the next few weeks to talk about the grant
which we pay to them and which is coming up for renewal next April.
I am inclined to agree that there should be greater equity of treatm
between the component parts of Britain and that the English Regional

Agencies should indeed have more money.

YBut - and thi i conside ion in n v i I would only
consider a re 3 ize ir ease in 1 ontribution we make if
could be ce S i t ea Region i going to lead
and actively c« rdinat \ . 1f of its region
and that local authorities and Ne : oing to put their own
resources behind that regional 3 : trying to maintai

independent and unco-ordinated activities




PIIBLTIC EXPENDITURE ON TINDUSTRY
1976-77 1977-78

1978-79

1979-80

1880-81

1981-82

1982-83

1983-84

1984-85

Department of Industry

Regional and general
industrial support:
Regional Development Grants 392
Provision of land + buildings 155
Selective assistance to 25
industry in assisted areas
Other regional support
Residual expenditure under
repealed sections of the
Local Fmployment Act 1972
Selective assistance to
individual indnstrﬁes, firms
and undertakings
National Enterprise Board
Investment grants
National Research+Development
Corporation
Other support services
Future industrial support

TOTAL

Scientific + technological
assistance:
General industrial research
and development
Aircraft and aero-engine
general research + development
programme

Space

TOTAL
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1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-4 1984-5

Support for aerospace, shipbuilding
steel and vehicle manufacture
Concorde development + production
Finance for Rolls Royce Ltd
Other aircraft and aero-engine
projects + assistance
Refinancing of home shipbuilding
lending
Interest support costs
Assistance to the shipbuilding
industry
Assistance to the steel industry 2 2¢ 43
Finance for BL Ltd 360

TOTAL 606 60

Other central and miscellaneous
services

Total Department of Industry

51 _50 50
1,440 1,080 940

Public Expenditure White Paper, Cmnd. 8494-11, 1982




LABOUR'®'S INDUSTRIAL POLICY. The most recent policy document from

Labour was "Labour's Programme 1982", published on 24th June 1982 in
"Labour Weekly". This will be voted on at the next Party Conference,
and if it is accepted, will represent party policy. The industrial

policy elements are:

Planning agreements. Major companies will be required to negotiate

agreed plans with a new planning bureaucracy (see below). These will
cover "purchasing policy, import penetration, investment plans, pricing
strategy and training policy".

They will be backed by statutory powers, "to ensure companies participate
constructively." Companies complying will benefit from relaxed price
controls, preferential access to credit, protection by import controls

and discretionary financial support. Other statutory powers to be taken
include "powers to issue directives on a wide range of industrial matters:
to invest in individual companies or to purchase them outright by
statutory instrument approved by Parliament; to exercise discretionary

control over corporate purchasing policy; and to put an Official Trustee

in temporary control of companies which fail to meet their responsibilities.’

Planning bureaucracy. We are promised:

* a3 new Department of Economic and Industrial Planning, with more
powers than the old Department of Economic Affairs., It would be
staffed by graduates from a new National Planning College. The corollary
would be a weaker Treasury, which would be effectively a Ministry of

Finance with no control over public expenditure.

* a "strong Cabinet Committee for Economic Planning'chaired by the

new Secretary of State for Economic Planning, which would "re-inforce
the commitment of the government to full employment and industrial

revival." 1In other words it would ensure that financial responsibility

did not prevail.
"

* 3 National Planning Council superceding the NEDC, with more
resources and greater powers'. This also would be chaired by the Secretary
of State for Planning. It would contribute to the national economic
assessment, and to the five year national plan, which would have
"significant sectoral content.'" We are told: "The aim will be to

translate this information and analysis (ie the national plan) intoc action
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at company level." This would be the basis of the statutory

Planning Agreements with companies, discussed above.

Trade Union Power would increase significantly.
g ¥

"The trade union movement would be able to make a

systematic and detailed input into national planning."

"The ability of trade unions to participate actively (in

planning within companies) will turn on. new statutory rights”
*Rights to information about company finance and policy;

*Rights to consultation through "workplace planning
committees"

*Rights to '"parity representation on the board". .

_The Employment legislation of the present government would
repealed, restoring the uniquely powerful and privileged
position the unions enjoyed up to 1979. In addition:

*Labour will create legal rights for unions to organise
effective industrial action without being subjected to
legal challenge."

*Labour will support effective union membership (ie closed
shop) agreements which have done so much to stabilise
bargaining arrangements and improve industrial relations
in this eountry. "

Mr David Basnett has said that the unions would be involved

in the operation of the Price Commission (London 15 March 1982)
Mr Michael Foot has said that there would be discussions wi

the unions in drawing up the Budget. (BBC Radio 4, 3 Jan. |
'"The Times' reported that, at the press conference to launch
Labour's plan for jobs, Mr David Basnett "appeared to envisage

constant involvement in drawing up policy" (16 March 1982)

This all adds up to a formidabl ' i wers for trade unions, which
cono

would have implications not only for economy and industry but also

at
for democracy in Britain.




Nationalisation. Labour's Programme promises:

- to renationalise businesses privatised by the government. Mr Tony

Benn has pointed out that the policy endorsed by the TUC and Labour

: ; . atign 2
Party Conferences is for renatlonallsﬁ without compensation. (Hansard,

10th November 1981, col 499). However, Labour's Programme takes the
Shadow Cabinet line:
"shareholders should be repaid precisely the amounts which were paid

for the assets at the time they were denationalised."

- to restore statutory monopolies in posts and telecommunications,
and "restore the rights'" of BGC and BNOC.

- to introduce or increase public ownership in electronics (includes
proposal to nationalise GEC), pharmaceuticals and health equipment,
the construction industry and building materials, road haulage,

major ports, forestry and timber products, and North Sea oil.

- to consider taking one or more major clearing banks into public ownership
. and to take powers to acquire other financial institutions.

The programme says: "We have learned the lessons of past mistakes

and will not overcompensate'" the owners of businesses to be nationalised.

Regional Policy. Labour set up the Scottish and Welsh Development

Agencies in 1975 and 1976 respectively. Labour's Programme 1982
proposes similar agencies for the English regions. It says that
Local Enterprise Boards will have a part to play, and that Regional
Industrial Planning bodies will also be set up to "develop local
and regional economies". This policy represents a proliferation of

bureaucracy.

By 1979, more than half the country and 40% of the working population
were in areas designated for assistance. Labour's Programme gives

no hint of whether they would return to this poorly-focussed approach.
Another criticism of the Labour Government's policy is that it

lacked consistency. In August 1974, the Regional Employment Premium
(a subsidy then paid for employment in designated areas) was doubled.
In December 1976, the goverrment announced that it was to be phased
out in 1977. Labour's Programme does not indicate whether a more
consistent approach is now to be adopted. We are, however, told

that the Labour Party and the TUC are currently working on the details

of a new regional policy. '




Co-operatives. Labour's Programme proposes positive measures to

encourage co-operatives, including: "The next Labour government
will.. ..provide a statutory right and mechanism for workers in priv
firms - subject to government consent - to convert their enterprises
into a workers' co-operative by acquiring the assets of the firm,
and provide assistance for this purpose." No mention is made of the

need for the consent of owners of the assets.

In his book 'Inside the Treasury', (Andre Deutsch 1981), Mr Joel
Barnett says that the workers' co-operatives financed by thé last Labo:
government (Meriden Motorcycles, Kirkby Manufacturing and
Engineering and the Scottish Daily Express) were "sometimes known

as Benn's Follies". These ventures were in a poor financial state wl!
they became co-operatives, Labour now plan to try
out the co-operative option on profitable ventures commandeered for

the purpose.

Sectoral Policy. Two sectors are singled out in Labour's Programme

1982 for special mention. a) Steel. Labour would once again
invest in more capacity, despite the fact that capacity worldwide
is acknowledged to be excessive. BSC would be required to provide
a full range of steel products. Parts of BSC hived off would be
renationalised, and "the public sector should also acquire a strong
preserve in the stockholding sector of the market". '

b) Construction. One or more major contractors would be nationalised
to form the National Construction Corporation, "a pacemaking public
competitor"™ in the market. Other major contractors would be require
to 'agree' Development Plans with the bureaucracy. Direct Labour
Organisations would have their activities extended. A holding company
the Building Materials Corporationewould acquire a major stake in the
various sectors of this markect. A statutory decasualisation scheme
would be used, and measures which counter tax evasion under "the lump"
would, "if necessary'", be hened. Demand management would

smooth the cyclical pattern o the industry.




Finance for industry. Labour's Programme blame

"inadequate capital investment'" upon inadequacies
system. Methods of correcting this are proposed.
recognition that investment demands the prospect of

return.

No firm proposals are put forward, but possibiliti
bank nationalisation and the acquisition by the
financial institutions. Mr Callaghan has described
for bank nationalised as "an electoral albatross"
September 1976). It would be useful to probe Shadow
in this area, and to investigate how the proposals
the pensions and other savings of the customers of

and institutions involved.

General Economic Policy. Labour's promised reflation

probably destroy the economy before their indu

destroy private enterprise in Britain.

They propose import controls and withdrawal f:
which would bring retaliation against our exp:«
government borrowing, and devaluation would les
import controls would also put up the level of

cuts in VAT and NIS, together with subsidised

prices, could only have a short-term palliativ

could only reduce the profitability of the pri
since Labour's Programme states: '"We have made

to any policies of wage restraint."

The Programme appears to have as
the private sector and the jobs
a bureaucratic planned economy,

ful in Eastern Europe.




SDP Policy. The SDP have recently published three policy (Green) papers:
No 1 "Towards Full Employment!' (7th June 1982)
No 2 "Partnership and Prosperity'" (19th June 1982)

No 3 "Decentralising Government" (7th July 1982)

There is as yet no official SDP Policy, but these papers represent the views of

SDP Policy makers.

Green Paper No 1l: Economic Policy

"The PSBR should be allowed to rise both absolutely and as a percentage of
GOP,

An uncosted package would be introduced "selectively and gradually'" to
include items from the following: VAT cut, NIS Abolition; increased current
and capital spending; NI subsidies.

A further £1.3 billion per year would be spent on special employment
measures.

This reflation would occur: "only if the inflation constraint is not
endangered by excessive wage demands." If prices and incomes policy fails, what
would happen to reflation and to unemployment?

An exchange rate policy would keep a '"competitive index" steady. Initial
devaluation would claw back ground already lost.

- This is not consistent with ERM/EMS participation.

As they admit: "There could be initial short term difficulties.:

They rropose temporary import and exchange controls to help.
- Devaluation would boost inflation and put pressure on incomes policy.

Incomes Policy: List of desired characteristics:

- permanence
flexibility
decentralised
involving a minimum of "allocative inefficiencies and inequities."
gradually redistributive
working with not against markets
generally accepted to be fair.

"cannot be entirely voluntary".




The Liberals go further on the last: " I most certainly believe that for an
incomes policy to succeed, the government of the day may have to provide a

statutory framework." (Hansard, 27th July 1982, col 840).

Even if it is accepted that incomes policy could be a permanent answer, and tha
a perfect system could be designed, the SDP would still have to explain how they
would obtain union acquiescence. The Liberal's economic spokesman Mr Richard
Wainwright has asked: '"How can we credibly present to the voters a policy which
is based on the bland assumption that the TUC is going to change its heart and
mind overnight?" (Llandudno 18th September 1981). The only SDP reference t+o

key issue has come from Mr Dick Taverne: "We may have to face a trial of

strength in the public sector, I hope we can avoid confrontation." (Financial Times,

10th October 1981).

In fact, three possible '"precise mechanisms" are discussed (including the inflation
tax), but none are found fully to fill the bill. This is put out for further

discussion.

The Green Paper admits: '"There is no hope of sustaining expansion and keeping
unemployment on a downward trend without establishing some means of incomes
restraint." Without this vital ingredient, their policies add up to nothing.
It is therefore extraordinary that they have yet to arrive at the precise

form the policy will take.

Green Paper No 2: Industry Policy

The proposals involve extra expenditure as follows:
£300 million per year to subsidise industry's interest rates
£200 million per year through BTG into high risk ventures
£150-250 million per year into other projects like those of present
government - regional policy, training, R&D etc.
It is always easy to spend more on worthwhile projects. It is harder to obtain
value for money; and to balance the benefits against the costs in terms of higher

inflation and nigher interest rates.

Subsidised interest rates would (a) induce government to cover its borrowing
outside the market and (b) put the cost of borrowing by consumers, house buyers/

owners up. The latter would hurt industry. The former would fuel inflation.




Proposals on BTG smack of Labour's wasteful use of the NEB when in government.

Planning. ''There should be no attempt to draw up a grand plan, in the sense

of a detailed blueprint for the development of all parts of the industrial
economy, but rather a gradual development of policy within each sector informed
by an overall view of the sort of developments to be encouraged" - i.e. less

planning than the Conservatives - more than Labour.

Selective assistance. Criteria listed make it clear that in selecting sectors
: g

and companies within sectors for assistance, the SDP would attempt decisions

which should be taken by the market.

A team of industrialists advising the Cabinet could not replace the market.
Industrialists (a) would favour their own sector/company and (b) are notably
better able to judge investments when their own rather than the taxpayers'

money is at risk.

Nationalised Industries

Competitive industries would be turned into Companies Act companies, and
shares sold gradually.

pressure on others to be efficient, although this is not easily reconciled
with plans to give subsidies
state monopolies need to be under tight control.

i.e. Conservative policy except in emphasis.




SDP Training Policy

An end to age-restricted time-serving in apprenticeships and a switch to
training to agreed standards via a modular system. (Green Paper)

A remissable training tax (Green Paper).

A stronger MSC, with a new '"geographical'" organisation. (Green Paper).

A basic two year traineeship with third and fourth years for the higher skills.
The first year in every case would consist of " integrated work and study.

(Mrs Williams, 'Guardian', 15.12.81)

Trainee allowances, including those who stay at school. She could not decide
the level : "The dilemma...is that the allowance is either too little to
motivate the trainees....or is sufficient but impossibly expensive'. (Mrs Wi

'Guardian' 15.12.81)

A remissable training tax was one of the ideas put forward by the Government in
the White Paper 'A New Training Initiative' (December 1981). But employers

would not welcome yet another tax, and the costs of collecting and policing it
would be enormous. The old levy/grant system operated by the Industrial Training

Boards foundered under the weight of bureaucracy that it involved.

The government has set 1985 as the year in which recognised standards will have
been established for all the main craft, technician and professional skills,
replacing age-restricted time-serving. Government aid to firms practicing

apprenticeship will be made increasingly conditional upon such reforms.

Training 'contracts' are entirely feasible under the Youth Training Scheme

(YTS) should firms wish to use them.

SDP plans are uncosted. The one-year YTS will be costing €1.1 billion by 1984-5;
a two-year scheme would be extremely expensive especially if the SDP contemplated

higher allowances than the £25 now proposed.

Regional Policy . The SDP believe that their decentralisation proposals (see

below) would "encourage high-level management to move out of the South East',
and cause more public expenditure in the regions and less in London.
They propose a ceiling on Regional Development Grant paid "on any one premises",

and that the saving would be used to fgnd a new type of regional employment




premium for highly qualified manpower.
The recent abolition by the government of Industrial Development Certificates

has been widely welcomed by industry (see page 2 ). The SDP propose their

re-imposition.

Green Paper No 3 : Decentralisation

Having published one paper on the need for centralised ‘determination of prices

and incomes, and a second on the need for centralised planning in industry,

the SDP have now published a third on the need for decentralisation in governmen

The romise to '"try to ensure!" that the setting up of a regional tier of
Y P g g

government will not add to bureaucracy; and they see no reason to believe that

will add to costs. This flies in the face of accumulated experience in recent

years.

The most likely consequence would be higher rates, higher taxes, and more

bureaucratic interference.




PRIVATISATION:

THE COST OF NATIONALISED INDUSTRIES

Performance of Nationalised Industries 1945-75: Total
Government subsidies, capital write-offs and other
payments to the Nationalised Industries, amounted to
nearly £8 billion (Hansard, 31st July 1975, WA, Co. 630)

From 1976/77 when the system of external financing limits
was introduced, the burden on the exchequer has averaged
£2.5 'Billdion pLa.

In 1980/81, the level of the private sector financing
deficit was reduced by £1.6 billion, while the level
in the public sector rose by £700 million.

In 1981/82, 22% of the PSBR was accounted for by nationalised
industry financing.

METHODS OF RETURNING INDUSTRY TO THE PRIVATE SECTOR

ks The public issue of shares eg. BAe, Cable and Wireless

2 Sale to employees/management consortium, eg. National
Freight Corporation.

Placement with institutions/investors, eg. governments
holding the British Sugar Corporation.

Sale of Assets, eg. BR hotels

Mergers, e.g. BR's Seaspeed with Hoverlloyd to form Hoverspeed
HEergers

Contracting out of public services by central government
or by local authorities.

SALES OF PUBLIC ASSETS:

SPECIAL SALES OF- ASSETS
(effects on public expenditure)

1979-80 R
Net reductions in expenditure AL Or o
Sale of shares in the British Petroleum Co Ltd (BP) 276
National Enterprise Board - sale of certain shares SH
Sale of shares in Drake & Scull Holdings Lt 1
New Town Development Corporations and the Commission for

the New Towns - sale of land and buildings 36
Regional Water Authorities -~ sale of land 3
Sale of shares in Suez Finance Company 22
Property Services Agency - sale of land and buildings 5

TOTAL




offsets to planned expenditure

National 0il Corporation - receipts of advanced pay-
Esi for oil
duty and VAT

Grand total

1980-81

Net reductions in expenditure

Receipt of premiums levied on the seventh round of North
Sea 0il licences (less £15 million of payments on
licences granted to British National 0il Corporation)

Sale of leases of certain motorway service area - sales
of land buildings

Property of Services Agency - sale of land and DUlllegQ

Sale of shares in British Aerospace Ltd

New Town Development Corporations and the Commission
for New Towns - sales of land and buildings

National Enterprise Board - sales of certain shares

Total

Revenue coffsets to planned expenditure
Change in level of receipts of advance payments for oil

Grand total

1981-82

Net reductions in expenditure
Motorway service area leases
British Sugar Corporation
Cable and Wireless

New Towns

0il stockpile

Sale of other stocks
Amersham International
Forestry Commission

National Freight Company

NEB subsidiaries

Crown Agents - sale of p
Property Service Agency
Government's nil-paid rig

Total

Revenue offsets to planned expenditure

British National C;l Corp,r tion - ef ivery
in 1981-82 of o0il for which advance 1 ; received
in 1980-81

Grand total




PUBLICLY OWNED SHARES HELD BY NEB
Sales since May 1979

Company Receipts (£ million)

1979

Hird Brown

ICL

1980

Brown Bovery Kent (Holdings) Ltd

Barrow Hepburn Ltd

Computer and Systems Engineering Ltd

Fairey Holdings Ltd

Ferranti Ltd

Middle East Building Services Ltd

New Town Securities (Northern) Ltd

R.R. Chapman (Sub-Sea Surveys) Ltd

1981

Automation and Technical Services
(Holdings) Ltd

Negretti and Zambra Ltd

System Designers International Ltd

Energy Equipment Ltd

ClC Investment Holdings Ltd

1982

George P. Brown Ltd. - net proceeds £1.1 million

Consine Ltd. - proceeds to arise from levy arrangements linked
to product sales to 1985,

Insac Products Ltd. - certain assets have been sold to Britton-
Lee Inc. in return for a minority shareholding in that company;
disposal of the remaining assets is under negotiation.

Burndept Electronics Ltd. These companies were

Doyce Electronics Ltd. disposed of to Grosvenor

F.W. Elliot (Holdings) Ltd. Development Capital Ltd.,

Hydraroll Ltd. a private sector company

Innotron Ltd. but one in which the

Powerdrive PSR Ltd. National Enterprise Board

Sonicaid Ltd. retain a 29 per cent holding.

Thandor Ltd.

NEX0S Office Systems Ltd. Disposal of the assets are in
varying stages of completion.

* The proceeds from this sale were a nominal sum of £1.
+ Receipts of £3 million accure in 1984.




Indus try Act 1980

Housing Act 1980 " Right to buy council houses

Local Government Planning and Direct labour organisations
Land Act 1980 of local authorities.

British Aerospace Act 1980 British Aerospace
Transport Act 1980 Bus licensing, NFC
Transport Act 1981 BR subsidiaries, BTDB
British Telecommunications Act 1981 Cable & Wireless, BT,
0il and Gas (Enterprise) Bill NOC, BGC

Transport Bill National Bus-:Co., HGV

FUTURE SALES include:

1. Legislation before Parliament will enable the government to sell
its majority share holding in the exploration and production part
BNOC, and BGC's offshore o0il assets.

The Secretary of State for Industry has granted a licence to
Mercury, a private telecommunications system, to compete
with British Telecom.

The T t Bi ¢ tly before Paliament will introduce
more ti tition in road transport.

3 4=

itish Transport Docks Board and British
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ADDITIONAT, ENTERPRISE ZONES

I have seen a copy of your minute of 2 Ji'y to
As you know I would welcome the designati of
as I said in ny letter of 20 April to HLuhau1

it would be a mistake to be too rigid at this st
the size and number of additional zones or their
For example, I can see scope for more than one
in Wales and I should prefer to have the claims
assessed on merit rather than on the basis of a
predetermined formula. I understand that 2
meeting later this week to report on the

I am copying this to the Prime Minister,
and Sir Robert Armstrong.

.

»

The Rt Heni-Sir Geoffrey Howe
Chancellor of the Exchequer
Treasury Chambers

Parliament Street
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ENTERPRISE ZONES

that she agree in principle to set up 10 new Enterpfzég_idﬁéé_fn b B

e = ———

the UK. -
— MLs 517

The basic argument for Enterprise Zones is simple. If it is
politically or administratively impossible to remove. constraints in
the United Kingdom as a whole, but possible to do so in some
Enterprise Zones, and we agree that such restrictions are harmful,
then it is best to do it in the Enterprise Zones as such. It will,
on balance, reduce the harmful effects of such regulation. It is,
so to speak, better to have free trade in a few areas than no free
trade at all.

If the areas however are given tax concessions, which means that

taxes are increased on business outside those areas, then the

advantage isﬂgbvious&y less clear. Certainly it is more likely to

be onerous. It will distort the location of activity with possible

net adverse results.

In summary, therefore, if the Enterprise Zones are regulation-

—

reducing it is good, and if they increase taxes outside, it is

probably not good. This latter view would be reinforced if it were

shown that areas earn Enterprise Zone status only by being run down

and high wage areas, such as, for example Liverpool. fﬁis may be

brought about primarily by the high unionisation of labour combined
with a "progressive" (Socialist or extreme Left) local authority.
Then the rewards for bad behaviour would be indeed handsome. I am
not sure how far the Secretary of State for the Environment and

the Chancellor have considered these points.

| Ultimately, of course, we would like the whole of Britain to be one
big Enterprise Zone. One would like to see the present plan
embodied in a programme leading to the ultimate goal of a low tax

law regulation Britain.

5 July 1982 ALAN WALTERS
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ENTERPRISE ZONES

As you know, all eleven Enterprise Zones have come into

operation over the past year. My purpose in writing to

you now is to inform you of the present position, and to

seek your approval for an additional group of zones.
m

i To monitor the progress of the Zones, Michael Heseltine

has engaged a team of consultants. They will be producing

their first full report in théﬂautumn. But at Michael's
request, they recently conducted a preliminary study of the

Zones, including a detailed scrutiny of three of them.

e The study’s conclusions lend support to our original
hopes for the Zones. Even at this early stage, several -
particularly those at Clydebank, Swansea, Hartlepool and

“'N-_ ——
Wakefield - are evidently having a galvanising effect of

é;ggz-psycholmgical importance on run-down or derelict

areas. Enterprise Zones are proving an invaluable marketing
tool. They have focused and accelerated development, and

are showing what can be achieved by the combination of a more
positive public sector approach to industry’'s needs with

the ready response of private enterprise.

4, All this has reinforced the favourable impressions

Michael had been getting from his regular discussions with
the Zones’ promoters. Clearly, there is a good story to tell.
He wrote to me recently suggesting that we should designate

another batch of Zones at once. We discussed the idea at an

informal meeting last week, together with Arthur Cockfield,

Patrick Jenkin, Norman Tebbit and John MacGregor.
R — ——————— ————




5 We all agreed that the Zones were undoubtedly bringing
benefits to stagnant areas. In the light of this - and of
our knowledge that George Younger, Nick Edwards and Jim

— m—— —
Prior all wanted extra Zones in their areas - we agreed that
et

a fresh batch would be highly desirable.

6. We recognised, however, that pushing ahead at this

stage might provoke criticism. The results of the consultants’
study were stiTIﬂggggngusive; and if their full report in

the autumn were less encouraging, a decision to designate

more zones now would be hard to defend. There could also

be some complaints, as before, from businesses outside new

Zones.

s In a perfect world it might be best to wait for clearer
evidence of success. But we felt that powerful political
arguments militated against delay. If a decision were
postponed until the autumn, there would be no chance of
benefits from new Zones emerging before the election. On
the other hand, if new Zones were designated now, some would
be in operation by early 1983, and by the following autumn
there would be physical evidence of success. And we would

get complaints whenever a decision was taken.

8. We therefore provisionally concluded that up to ten

L
more Enterprise Zones, including one each for Scotland, Wales
w

and Northern Ireland, should be designated as soon as possible.
The process of selecting the new Zones should go ahead
immediately, accompanied by vigorous publicity about the

decision.

9. Several issues remain to be discussed, including what
size the new Zones should be and where we should site them.
I am attracted by the consultants’ suggestion that smaller

Zones, located where the supply of premises is restricted,

would lead to best results. But I shall pursue these matters

with colleagues. For the present I should be grateful for




your agreement in principle that up to ten new Enterprise

Zones should be designated.

10. I am sending copies of this minute to colleagues on
"E", George Younger, Nick Edwards, Jim Prior and Sir

Robert Armstrong.

T Rk
PP (G.H.)
9 July 1982

(Sean oumd o-ppoved by
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Assisted Areas (Review)

3.30 pm

The Secretary of State for Industry (Mr. Patrick
Jenkin): With permission, Mr. Speaker, I should like to
make a statement on regional industrial policy. Copies of
the statement are available in the Vote Office.

When my right hon. Friend the then Secretary of State
for Industry made his statement on 17 July 1979
announcing the results of the Government’s review of
regional industrial policy, he undertook that those former
special development areas and development areas which
were due to become non-assisted from 1 August 1982
would be subject to a special review before the changes
finally took place.

Since then, there has been a very substantial increase
in unemployment nationwide. The increase has formed the
basis of a large number of representations which the
Government have received in respect of many areas from
hon. Members, local authorities and others, seeking
improvements in those areas’ assisted area status.
Therefore, as well as conducting the special review, which
was confined to the areas which are due to lose assisted
area status by two or more stages, we have looked
carefully at a number of other areas whose circumstances
seem to have deteriorated relatively to the country as a
whole.

The changes announced by my right hon. Friend three
years ago had the effect of reducing the proportion of the
population covered by assisted areas from over 40 per
cent. to about 26 per cent. We believe that changes on the
scale proposed then are broadly right so that the fact that
unemployment has increased substantially in a particular
area does not of itself qualify that area for upgrading. Any
further adjustments should be concentrated on those areas
whose position has deteriorated markedly relative to the
rest of the country. This is necessary both to contain the
cost of regional aid within acceptable limits and to provide
industry with reasonable stability for its investment
decisions.

The further adjustments therefore which we now
propose as the outcome of our review are relatively few.
Nevertheless, I am very grateful to all those who supplied
us with much valuable information and advice in support
of their representations and I can assure the House that
they have all been considered with great care.

We have concluded that four of the Scottish travel-to-
work-areas which would have lost assisted area status by
two or more stages since 1979 should retain their assisted
status. These areas are Lerwick, Kirkwall, Forres and
Nairn which will now retain the intermediate area status
which they received on 1 August 1980. All have particular
problems arising largely from their remoteness from
economic centres and thus warrant the retention of some
of the incentives to industrial investment which go with
assisted area status. For Great Britain as a whole,
however, we are satisfied that assisted area status for the
remaining areas subject to the special review is no longer
justified and the Government intend, as we announced in
1979, to withdraw that status from them after 31 July.

After careful consideration, there are a few other
changes which we think it right to propose. The travel-to-
work-areas concerned are Teesside, which will become a
special development area; Rochdale and Rossendale,
which will be designated development areas; Llanelli and
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Mr. Biffen: The number of staff in my Department, as
in ny other, is determined by the volume of business.

r. Adley: In the light of that Delphic answer, may
I ask whether the Falkland Islands issue led my right hon.
Frie?d to increase his staff? Does his Department have any
linksi with the Ministry of Defence when dealing with
natiogal publicity? Given the way in which returning
newsrhen have criticised the Ministry of Defence’s role in
dealing with what was, in effect, the Government’s and the
nation’s, publicity, does my right hon. Friend consider it
worth while, in the television era, to review the steps that
should bétaken to handle publicity in these circumstances
or in the dnhappy event of another Falklands-type issue?
In that way, we could try to cope with criticisms about
censorship and see whether they are justified.

Mr. Biffen: My Department’s role in that respect is to |
co-ordinate the information services of other Government
Departments. In that context, we were, of course, in touch

of Defence. Although we could clearly
inquest into how our performance in the
South Atlantic was portrayed to the public at home and
overseas, I shoul§ have thought that it was a remarkable

ic opinion was consolidated in such a
in favour of the enterprise.

Mr. English: Is it true that a broadcast was made to
Argentina in Spanish from the Government’s radio station
on Ascension Island at the same time as British
correspondents and the British media were being forbidden
to broadcast it in Britaip?

Mr. Biffen: I was ndt aware of that fact, but I shall
inquire into the matter and let the hon. Gentleman have
further information.

Members (Adcommodation)

34. Mr. Stoddart asked\the Lord President of the
Council how many hon. Mémbers have office accom-
modation in single rooms.

Mr. Biffen: The number of Members who have office
accommodation in single rooms §s 247.

Mr. Stoddart: Does betray a most
unsatisfactory situation? If the Hotise were subject to the
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Pontypool, which are currently part development area and
part intermediate area and which will become uniformly
development areas; and Bolton, Leigh and Northwich
which will retain intermediate area status. Apart from
these changes, the Government intend that the decisions
regarding the assisted areas announced by my right hon.
Friend the then Secretary of State in July 1979 will be
implemented without further change. Thus from 1 August
this year the coverage of the assisted areas will be around
27 per cent. of the working population in the areas with
the most persistent problems of high unemployment. We
are notifying the European Commission of these changes
in accordance with our Community obligations.

My right hon. Friend the Secretary of State for Wales
will be announcing separate proposals covering the remote
and sparsely populated area of Mid-Wales—[HoN.
MEMBERS: “How?"]—in a written answer today.

The House will recall that in 1980, following a review
of derelict land clearance areas, the Government
announced that a number of employment office areas
which are due to become non-assisted areas from 1 August
1982 would be designated as derelict land clearance areas.
As a result of the decision regarding the assisted areas
which I am announcing this afternoon, some of those areas
will not now become non-assisted areas and thus will not
need to be designated as derelict land clearance areas. The
Government have, however, decided to designate
additionally the Nuneaton and Bedworth employment
office areas as derelict land clearance areas.

The necessary orders to give effect to the decisions will
be laid before the House shortly.

When my right hon. Friend the then Secretary of State
made his announcement three years ago, he committed the
Government to a policy of reducing the unacceptable
differences in economic performance between different
parts of the country. In carrying this out, we must aim at
getting value for money by concentrating help where the
need is greatest, It made no sense then—and it would make
no sense now—rfor regional aid to be spread thinly across
nearly half the population. Nevertheless, it is right to take
account of changed circumstances and, where there has
been a marked relative deterioration in particular parts of
the country, it is right to adjust the boundaries of the
assisted areas to reflect this. I therefore commend my
proposals to the House.

Mr. Stanley Orme (Salford, West): Is the Secretary of
State aware that, against the background of more than 3
million unemployed and increasing closures in industry,
a 1 per cent. increase, in view of the cuts made in 1979,
is unacceptable? We welcome the fact that the Secretary
of State has seen fit to reprieve some areas, but other areas
will suffer. We do not accept that it is a question of
spreading money thinly. What has been spread widely
across the nation is unemployment and the Secretary of
State has a responsibility to do something about that. What
is the estimate of new jobs that will be created by his
proposals?

What will be the additional total expenditure as
opposed to the £233 million that was cut by the former
Secretary of State in 19797 How many areas are not
covered by the changes and where are they? Will the
Secretary of State place a full list and details in the
Library?

Why cannot the statement about Wales be made in the
House? The Secretary of State has mentioned two areas in
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Wales. Why cannot the information about the areas in Mid
and Central Wales be given to the House in the normal
way?

Against the background of the problems facing British
manufacturing industry, the CBI’s statement today to the
effect that prospects are worsening, that unemployment
will increase, that the demand for manufactured products
remains weak at home and for exports, and that there is
the possibility of only 1 per cent. growth, when will the
Government do something about the economy and
industry?

Mr. Jenkin: As the right hon. Gentleman knows, it is
difficult to measure with precision the effectiveness of any
measure of regional aid. Such evidence as exists suggests
that it is more effective if it is concentrated directly on the
areas of greatest need. To take one example, the signs are
that more jobs were created in the assisted areas in the late
1960s and early 1970s than when coverage became wider
through the creation of intermediate areas. For that reason,
I believe that it is right to retain a policy of concentrating
help on the areas of greatest need.

Of course, I acknowledge that unemployment has risen,
but the right hon. Gentleman should recognise that it has
risen very steeply in other major industrialised countries.
For instance, the latest figures from the Department of
Employment show that in the three months to May this
year unemployment increased by 2 per cent. in the United
Kingdom, by 10 per cent. in West Germany, by 10 per
cent. in the United States and by 19 per cent. in Canada.

It is impossible to estimate the number of new jobs that
are likely to emerge from any regional policy, but the
evidence suggests that the policy for the regions and the
areas of greatest need will assist in the creation of
employment.

The right hon. Gentleman asked about expenditure.
The actual expenditure for 1981-82 was about £850
million. The estimate for 1982-83, on a cash basis, is £768
million. The right hon. Gentleman asked me to put full
lists in the Library. I shall look into that to discover the
most effective way of doing it because I should like to help
the House in that regard.

The right hon. Gentleman is being a little churlish about
Wales. My right hon. Friend the Secretary of State for
Wales is today answering a question setting out in some
detail the powers that he proposes to use within the area
of the Development Board for Rural Wales in the sparsely
populated areas of Mid-Wales. The answer is detailed, and
1 should have thought that that was an appropriate way of
dealing with the matter.

The right hon. Gentleman referred to the economy. 1
am sure that he will cheer the declining level of inflation.
I hope that he will cheer the increasing evidence that we
are now through the worst of the recession. I know that he
will take comfort from the fact that this Government at
least will not have to imitate the Government of France in
going back to the policies with which we became familiar
in the late 1960s.

Several Hon. Members rose

Mr. Speaker: Order. Another statement is to follow.
Today is a Supply day which means that the Opposition
have chosen the subject for debate. I propose to allow
questions on this statement to run until five minutes past
four, If they are brief, a fair number of hon. Members
should be able to ask questions.
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Mr. Mark Carlisle (Runcorn): Is my right hon. Friend
aware that the decision following the deputation to the
Minister of State to retain intermediate area status for the
Northwich travel-to-work area will be extremely welcome
locally? Is he also aware that in an area where there has
been growing unemployment it will greately help the local
district councils in their efforts to widen the employment
base of their areas?

Mr, Jenkin: I am grateful to my right hon. and learned
Friend. We certainly listen to such points.

Mr. John Morris (Aberavon): Is not the House entitled
to know whether Mid-Wales is to be downgraded or
upgraded? Is the Secretary of State aware that the Neath
river is causing great concern to my hon. Friend the
Member for Neath (Mr. Coleman) and myself because
there may be a difficulty in the BP Chemicals proposal to
build an export terminal? Is the right hon. Gentleman
aware that that project may suffer because it will not be
eligible for full Government grant as it may be marginally
outside a special development area? Will he examine that
again?

Mr. Jenkin: I thought that I had made it clear—if I did
not, I apologise—that the areas in Mid-Wales are not
retaining intermediate area status. For that reason, my
right hon. Friend is making proposals for the use of certain
of his powers under the Development Board for Rural
Wales. My right hon. Friend is answering in detail a
written question on the matter. I should have thought that
the House would think it reasonable to wait for the answer.

On the question of the availability of development area
status for Wales, whereas in England the proportion of
population which will retain development area status is
16Y2 per cent., in Wales it remains 939 per cent. I do not
think that Wales is doing too badly.

Mr. Alex Pollock (Moray and Nairn): Does my right
hon. Friend accept that his statement will be warmly
welcomed? Does he agree that the review illustrates that
the process is not just sham consultation but underlines the
Government’s capacity for economic flexibility and
change?

Mr. Jenkin: I am grateful to my hon. Friend for what
he has said. Those travel-to-work areas in the far north of
Scotland face real problems because they are peripheral to
the main centres of industrial activity.

Mr. Lawrence Cunliffe (Leigh): Is the Secretary of
State aware that the House is, from time to time, thankful
for small mercies from this Government—very small
mercies indeed? May I remind him that the Leigh
constituency is an integral part of the Wigan metropolitan
area which was given full development area status under
the last assisted area proposals? May I further remind him
that his predecessor told a North-West delegation that
there was some hope? That hope has turned to
hopelessness in relation to unemployment. Does the right
hon. Gentleman accept that today, as then, the
Government’s industrial strategy is abysmal?

Mr. Jenkin: The hon. Gentleman is beng a little
churlish. Leigh is one of the areas which we have decided
should retain intermediate area status. We undertook to
review the suggestion that it should be made a non-assisted
area and we have decided to keep it as an assisted area.
That properly reflects the needs of the hon. Gentleman’s
constituency.
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Mr. Clement Freud (Isle of Ely): While the cosmetic
tinkering will be welcomed by my right hon. Friend the
Member for Orkney and Shetland (Mr. Grimond) and my
hon. Friend the Member for Rochdale (Mr. Smith)—[HonN
MEMBERS: “Where are they?’]—Does the Secretary of
State accept that the areas are designated by the catchment
areas of jobcentres, and that the facility of administration
and not the needs of an area take first place? What does
he intend to do about that?

Mr. Jenkin: The hon. Gentleman is wrong. The
specially designated travel-to-wok areas, not the
employment offices, have been the basis for industrial
regional policy under successive Governments. That is
intended to reflect as nearly as possible levels of
unemployment in an area which can be said to be within
a single travel-to-work zone. That is the proper basis on
which to found regional industrial policy, and we have
stood by that. It is generally recognised that the changes
that we have made have benefited constituencies
represented by hon. Members from all parties.

Mr. D. A. Trippier (Rossendale): I thank my right
hon. Friend for recognising the need to designate
Rossendale a development area. Is he aware that it will be
warmly welcomed by the local authority and especially by
the Rossendale Community Enterprise Trust, which has
worked hard to attact new industry to the valley?

Mr. Jenkin: I visited my hon. Friend’s constituency
and was struck by the determination of his constituents to
do everything possible to help themselves. I examined all
the factors and decided to grant development area status
to Rossendale.

Mr. John Roper (Farnworth): Does the Secretary of
State accept that, although the adjustments will be
welcomed in the areas that are affected—I welcome the
change for Bolton—the proposals fail to tackle the
substantial increase in unemployment in the North-West
and other regions? Will he bring forward proposals soon
to tackle the increase in unemployment?

Mr. Jenkin: The hon. Gentleman does not recognise
the fact that, of the limited changes that I have made, five
were in the North-West region. We examined the
problems of that region with great care. We recognised the
serious problems of Merseyside, West Cumbria, Rochdale
and Rossendale. We considered carefully the arguments
put forward by the North-East Lancashire Development
Association, but many of the arguments were not
sufficient to lead us to depart from the practice of
successive Governments of designating assisted areas by
reference to travel-to-work areas. The North-West has not
done too badly out of the review, and I hope that the hon.
Gentleman, on reflection, will recognise the fact.

Mr. Joel Barnett (Heywood and Royton); Is the
Secretary of State aware that, although the people of
Rochdale and Rossendale, some of whom are my
constituents will be grateful for the upgrading to
development area status, they regret the reasons that led
to it—the massive increase is unemployment and the sad
decline in the textile industry? Now that the area has
development area status, will he ensure that he will give
rather better assistance in the claiming of EEC grants than
he has in the past?

Mr. Jenkin: I am grateful for the right hon.
Gentleman’s welcome. We intend to make the maximum
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use of the European regional development fund. I am
advised that we shall take up our full quota. We shall see
what we can do to help the areas that face considerable
problems, including the right hon. Gentleman’s
constituency.

Mr. David Crouch (Canterbury): Is my right hon.
Friend aware that even in the South-East, which is
relatively prosperous compared with the rest of Britain,
there are some pockets of resistance, especially on the
North Kent coast, with the prospect of the closure of
Chatham dockyard, and further along the coast in Herne
Bay, where unemployment has already reached 22 per
cent.? Can my right hon. Friend offer any flexibility to
help such pockets of unemployment and lack of

opportunity?

Mr. Jenkin: I have detected almost no pressure from
areas in the South-East to be accorded assisted area status.
However, my hon. Friend is right to say that those areas
also have pockets of high unemployment. Chatham and
the Medway towns are examples. That is why we
designated the Medway area an experimental area for the
special scheme to help those who wished to set up on
business on their own. I remind my hon. Friend that for
major industrial projects all the powers of section 8 of the
Industry Act 1972 remain available. I have made that clear
to those in the area who seek reassurance from my
Department.

Mr. Les Huckfield (Nuneaton): Is the Secretary of
State aware that my constituents in Nuneaton—[AN HonN.
MEeMBER: “Is it Nuneaton or Wigan?”] I thought that
someone was about to pay tribute to my success. Is the

Secretary of State aware that my constituents in Nuneaton

and Bedworth, the local authorities in Nuneaton,
Bedworth borough council, Warwickshire county council
and the members of deputations with which I have been
involved, will be grateful for what he has said? However,
is he also aware that, although derelict land clearance area
status has now been granted to Nuneaton and Bedworth,
it is only a small crumb of comfort to the entire Coventry
area? Is he further aware that he must be at least as
reassuring about continued support to Coventry-based
industries, especially British Leyland and Rolls-Royce?

Mr. Jenkin: The hon. Gentleman may recognise that
one reason why we did not feel it right to make any move
in the West Midlands, apart from the move in his
constituency, was partly that industrialists in the area have
not sought assisted area status. Also, many people in the
area recognise that, in our policies in support of British
Leyland and other such companies, the Government have
invested large sums of money that has done much to
preserve employment in the West Midlands and
elsewhere. People in the area should recognise that,
because it has not been done without considerable cost to
the taxpayer, all of which must be found by the country
at large.

Mr. Hal Miller (Bromsgrove and Redditch): Does my
right hon. Friend accept that the major part of the British
Leyland money goes by no means to the West Midlands
but to the North-West, Scotland and many other areas?
Does he further accept that in the West Midlands—an area
with the highest rising unemployment in Britain and
disadvantaged more recently, as he suggested in his
statement—we support the reduction in the number of
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assisted areas because we believe that the way forward is
by a sectoral policy? How effective are the funds on
regional policy compared with the funds distributed on his
sectoral policies that we greatly support?

Mr. Jenkin: I am grateful for my hon. Friend’s
recognition that most West Midlands industrialists would
much rather see the burden that regional industrial policy
lays on the West Midlands relieved than that the regions
should join the ranks of assisted areas. That is what the
Government are doing. I remind my hon. Friend that last
December we suspended the industrial development
certificate scheme, a move that was widely welcomed in
the West Midlands.

It is difficult to quantify precisely the employment
effect of different measures. Although regional develop-
ment assistance may have as one of its primary aims the
creation of employment in areas of high unemployment,
many of the sectoral schemes that we support—for
example, in information technology, robotics,
microprocessors and computer-assisted design—have as
their primary aim the modernisation of the capacity of
British industry to compete in world markets. Although
that will have a major impact on employment in the near
future and in the long term, the measures are not aimed.
at creating immediate short-term jobs. It is a little difficult
to make the comparison that my hon. Friend has asked me
to make.

Mr. Charles R. Morris (Manchester, Openshaw):
Does the Secretary of State recall, that when his
predecessor made his statement in July 1979, he suggested
that loss of assisted area status could be interpreted as a
sign of hope? Is the right hon. Gentleman aware that his
statement today will transform any feeling of hope in
Manchester to one of anxiety and despair? Does he accept
that to base the designation of assisted area status on
unemployment in travel-to-work areas is a statistical
nonsense? In Manchester it produces a position where
Moss Side, which has 34 per cent. unemployment, is
lumped together with Wilmslow in the Cheshire
stockbroker belt, where unemployment is insignificant.

Mr. Jenkin: I am not sure on what the right hon.
Gentleman suggests we could base regional policy if not
on travel-to-work areas. Unemployment in the Manchester
travel-to-work area

Mr. Morris: What about Moss Side?

Mr. Jenkin: —grievous though it is, is below the
average for intermediate areas generally. In those
circumstances, it would have been inappropriate to have
retained assisted areas status for Manchester and its
immediate environs, because it would have spread the
available money too thinly and not concentrated help on
the areas of greatest need.

Mr. Michael Grylls (Surrey, North-West): Given the
need to help areas of high unemployment, is my right hon.
Friend satisfied that the way in which regional aid is
dispensed is the most cost-effective in terms of results and
cost to the taxpayer?

Mr. Jenkin: When my right hon. Friend the then
Secretary of State made his statement three years ago, he
committed the Government to maintaining to the end of
this Parliament the broad shape of the regional policy that
he announced. We shall have to see to what extent we are
getting value for money. As I said to the right hon.
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[Mr. Jenkin]

Member for Salford, West (Mr. Orme), it is extremely
difficult to be precise about the effects of specific
measures when one has a range of measures aiming to help
unemployment in the regions. On the whole, we are
satisfied that the policy works more effectively the more
it is concentrated on the areas of greatest need.

Mr. Gavin Strang (Edinburgh, East): Is the Secretary
of State aware that this mouse of a statement shows a
scandalous disregard for the problems of the Scottish
economy and flatly contradicts the assurance given by the
Minister responsible for industry in Scotland that there
would be changes in the pattern of regional development
assistance in the central belt of Scotland? As the
Government have failed to take on board the fact that
unemployment in the Edinburgh travel-to-work area is
rising faster than in Scotland as a whole and in the United
Kingdom as a whole, will the Secretary of State tell the
House whether he has ruled out the possibility of another
review of the areas that have been downgraded by two
stages in the lifetime of this Parliament?

Mr. Jenkin: The level of unemployment in the
Edinburgh travel-to-work area, at 11-1 per cent., is lower
than the national average, so it would have been a bizarre
decision to extend assisted area status to it. | am sure that
the hon. Gentleman is aware that in the recession, which
has affected the whole nation, the deterioration in Scotland
has been less serious than in the country as a whole. [HoN.
MEMBERS: “No".] Yes. The figures are clear. They have
been given in many debates by my right hon. and hon,
Friends who are Ministers in the Scottish Office. The
deterioration has been less serious in Scotland, which has
weathered the recession better than the country as a whole.
In those circumstances, to have gone back on the 1979
statement and extended assisted area status to substantial
areas in Scotland would have been a retrograde step.

Mr. Robert Atkins (Preston, North): Is my right hon.
Friend aware that the people of Preston will understand
and support, as I do, the policy that he has enunciated,
provided that he can assure me on two matters? First, can
he take steps to improve the chances of Preston and other
places in getting European moneys, to which they are
entitled, when assisted area status is taken away?
Secondly, is my right hon. Friend or his Department
prepared to support profitable and expert projects such as
the P110 at British Aerospace?

Mr. Jenkin: My hon. Friend knows that the European
development fund moneys are confined to areas of the
country that qualify for assisted area status. Of course,
other European moneys under the European social fund,
the European Investment Bank, and the non-quota section
of the European regional development fund can be
available for areas outside the assisted areas. I shall bear
in mind what my hon. Friend has said about that matter,
He mentioned high technology projects, for example, the
aircraft proposals, for which launch aid is being sought.
My right hon. and hon. Friends and I are considering those
matters. Decisions will be announced in due course.

Mr. Jack Straw (Blackburn): Is the Secretary of State
aware that his decision today will be treated with anger and
incomprehension by thousands of people in North-East
Lancashire, whose lives have been ruinded by the
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Government's catastrophic policies? Is he aware that there
are 13 assisted areas with lower unemployment rates than
Blackburn and that in the past two months unemployment
in Blackburn has risen by 900 and now stands at over
10,0007 What reason is there, apart from political
chicanery, for the Government denying assisted area status
to the whole of North-East Lancashire, apart from
Rossendale, when the Government have continued to give
it to Blackpool, which has a lower unemployment rate?

Mr. Jenkin: The hon. Gentleman does his case no
good by using exaggerated language. I utterly refute his
final suggestion. The changes that I have announced have
benefited constituencies represented by members of every
political party. The hon. Gentleman referred to the North-
East Lancashire development area, which is covered by
the North East Lancashire Development Association. I
considered extremely carefully the representations that
NELDA made to me, but I was not persuaded that it would
be right to depart from the policy pursued by successive
Governments—that we decide regional policy on the basis
of travel-to-work areas. We must look at individual areas
and their history and future prospects, taking everything
into account. It is for that reason that we felt that
Rossendale stood out as an area that needed to retain
assisted area status.

I understand the anxiety that the level of unemployment
in Blackburn causes the hon. Gentleman, but it is below
the average for intermediate areas as a whole. With regard
to the area on the Fylde coast, the House will have noticed
that we have announced no futher downgradings
anywhere. The relative levels of unemployment vary from
year to year. They were high on the Fylde coast in 1979.
Because it would have been necessary to give at least a
year's notice of further downgrading, the Government
decided as a matter of policy that the review would not
involve any further downgrading.

Mr. Alec Woodall: On a point of order, Mr. Speaker.
[ am in difficulty because 1 do not wish in any way to
criticise you, Mr. Speaker, but in the statement there has
been not one mention of crumbs or anything else for
Yorkshire and Humberside and not one Yorkshire Member
has been called to ask the Secretary of State a question.
In  Yorkshire and Humberside, especially in my
constituency, there are some of the worst unemployment
spots in the country. We have not had a chance to question
the Secretary of State, which is disgraceful. It is time that
the Government did something for Yorkshire.

Several hon. Members rose

Mr. Speaker: Order. I shall in a moment call the
Opposition Front Bench speaker, who will speak for the
whole country, as the hon. Gentleman will understand. On
these occasions it is impossible to cover every
constituency. I have tried to be fair. Because I understood
the hon. Gentleman’s strong feelings, I allowed him to
make his point, although it was not strictly a point of
order. I think that the House understood completely that
he wanted to make that statement on behalf of Yorkshire.

Mr. Peter Hardy (Rother ValleY): On an entirely
different point of order, Mr. Speaker. You are entitled to
do this, Mr. Speaker, but each time you fix a time when
the consideration of a statement will be concluded,
Ministers and their supporters tailor the length of their
contributions to reduce the opportunities available for
Opposition Members to ask questions.
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Mr. Speaker: In order to avoid any feeling about that,
in future, instead of fixing a time, I shall resort to my
custom of saying that I shall take four or five questions
from either side and watch the clock, which would prevent
that.

Dr. Keith Hampson (Rippon): On a point of order,
Mr. Speaker. You know that I do not badger you with
points of order, but it is only just to the textile industry of
Yorkshire to record that several hon. Members on both
sides have been trying to intervene to put the case for the
unemployed in the Yorkshire textile areas.

Mr. Speaker: There are other hon. Members who
represent other industries and constituencies as well, but
the statement must come to a conclusion at some time.

Mr. Ioan Evans (Aberdare): On a point of order, Mr.
Speaker. You are aware that several hon. Members from
Welsh constituencies have been trying to catch your eye
because of the way in which the Principality has been
treated. Would it not be helpful for the House if the
Secretaries of State for Wales and Scotland also made
statements so that those areas could be dealt with?

Mr. Speaker: The first Member I called was the right
hon. and learned Member for Aberavon (Mr. Morris), who
is a former Secretary of State for Wales.

Mr. John Prescott (Kingston upon Hull, East): Is the
Secretary of State aware that his statement has more than
the smell of the pork barrel about it? Does he agree that
unemployment is no longer limited to a few regions as a
result of the Government's policies? Is he aware that
unemployment has doubled to 3 million, the South-East
has nearly 1 million unemployed and the West Midlands
is a candidate for special development area status as a
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direct result of the Government’s policies? Does he agree
that to talk of reducing the number of areas and the
amounts of money by £230 million to enable resources to
be more thickly distributed is an insult to the unemployed,
especially the long-term unemployed?

Will the right hon. Gentleman say what he means by
talking about a regional policy within acceptable limits, as
unemployment appears no longer to be the main criterion
by which assessment is made? Does he agree that regional
policy should be reviewed on the basis of mass
unemployment throughout the United Kingdom rather
than on selected areas as seems to have been the case with
his irrelevant statement?

Mr. Jenkin: No doubt the hon. Gentleman feels better
for having got that off his chest. 1 have never said that
unemployment is irrelevant to regional policy. As I made
perfectly clear in my statement, the fact that unemploy-
ment has increased in a given area is not of itself a reason
for changing its assisted area status. If regional policy is
to mean anything, one must take into account such factors
as unemployment and remoteness of an area relative to the
rest of the country. Such areas are represented by hon.
Members on both sides of the House.

I resent the hon. Gentleman's accusation about pork
barrel politics. It is completely unfounded. I believe that
we have made reasonable decisions. I never anticipated
pleasing the whole House. It is not sensible for nearly half
of the country to be covered by regional policy. That
would make nonsense of regional policy. We have made
the right decision.

As for the comments that have been made about
Yorkshire and Humberside, 40 per cent. of the working
population there remains in assisted areas. That is not too
bad.
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British Rail and London Transport
(Disputes)

4.12 pm

The Secretary of State for Transport (Mr. David
Howell): With permission, Mr. Speaker, I should like to
make a statement about industrial action on British Rail
and London Transport.

As the House knows, the National Union of
Railwaymen is now on strike both on British Rail and the
London Transport Underground. Nine London bus garages
have also joined in.

The NUR strikes have not been total. Limited services
have been running in a number of areas including some
into London, but without rail or Underground services the
major routes into London have been heavily overloaded
with substantial delays, particularly in East and South-East
London. Hundreds of thousands of people suffered
enormous inconvenience this morning. I congratulate all
of them on the initiative and effort that they have shown
in getting to work. The help being given by the police, the
motoring organisations and the radio stations is also
appreciated.

The Government’s view is that the strikes constitute a
wholly pointless and unwarranted assault on the travelling
public. They should be called off without further delay
before irretrievable damage is done, not least to the
railway system. I understand that the general secretary of
the NUR has called ACAS in to help, at 12 hours’ notice,
But plainly the first requirement is that the NUR and
ASLEF should deliver on the productivity arrangements
for which they have already been paid and which emerged
from the intervention of ACAS last summer. All who want
to see a modern and efficient railway should support the
British Railways Board in getting these promises on
productivity delivered.

On London Transport, the pretext for the strike was
flimsy in the extreme. London Transport had already
called a cooling-off period for further discussions on its
proposals for timetable changes. Negotiations on pay were
still in their early stages. There are no grounds whatsoever
for throwing over the normal negotiating procedures as the
NUR has done.

In full co-operation with the Metropolitan Police steps
have already been taken to help ease the traffic situation
in London. In addition to 8,000 extra car parking spaces
being provided in Central London, arrangements by the
Ministry of Defence are now in hand to provide a further
3,500 places in Hyde Park and Regents Park. Parking
restrictions and parking meters have been suspended in all
side streets. Special efforts are being made to keep the
radial routes free of obstruction. Road works are being
suspended wherever possible within 60 miles of Central
London. Businesses will be asked to minimise heavy
goods movements during the rush hours.

In addition, it is essential that people stagger their
working hours and, above all, ensure that cars are full and
that journeys are shared. We stand ready to introduce all
necessary further measures to help the flow of traffic and
to ensure that Britain keeps moving. I will keep the House
fully informed.

Mr. Booth (Barrow-in-Furness): Does the Secretary of
State accept that his primary responsibility is to take those
actions which are open to him to keep all transport

2
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services, including the railways, running? In view of that,
has he approached either the British Railways Board or the
National Union of Railwaymen, or both, with a view to
finding an acceptable basis for the settlement of the
dispute? Were his provocative and intemperate broadcasts
during the weekend calculated to worsen the atmosphere
in the dispute, thus making it harder to settle?

Was the Secretary of State’s reference to Sidney
Weighell, the general secretary of the NUR, asking for the
help of ACAS at 12 hours’ notice intended to represent
fairly the general secretary’s actions last week to try to
obtain useful results from the ACAS initiative?

The Opposition strongly regret the inconvenience to the
travelling public and the damage that the dispute will do
to British industry. Nevertheless, the 5 per cent. offer, five
months after the due settlement date, can be regarded as
hardly adequate, even without the existence of the strings
that are attached to it.

Does the right hon. Gentleman accept that the
Government’s record of running down investment in
British Rail has undermined the confidence of the railway
work force about the future of their industry? Moreover,
does he accept that it has wrecked the understanding that
existed between the unions and the board about
productivity and investment being linked? Will he
acknowledge the repeated warnings that he has been given
from this Dispatch Box that the consequences of the
Government reneging on their responsibilities to the
railways would culminate in the present strike?

Mr. Howell: I note and welcome the right hon.
Gentleman’s regret about the terrible inconvenience that
has been caused to hundreds of thousands of people, many
families and many people who are unable to protect
themselves. However, the necessary intervention should
be with some of the hot heads in the NUR executive. Mr.
Sidney Weighell himself called them “a squawking Left-
wing rabble”. It is to them that advice should be addressed
to prevent the union executive from leading the industry
and the thousands of workers in it over the cliff edge. The
right hon. Gentleman has a part to play in such
intervention.

Pay Increases are a matter for the British Railways
Board. The right hon. Gentleman will not have forgotten
that British Rail employees enjoyed a 20 per cent. wage
increase two years ago and an 11 per cent. increase last
year. That compounds up to a 33 per cent. wage increase
in the past two years. Many other people would have been
grateful for such an increase. It is a considerable increase.
The 11 per cent. last year was 8 per cent. pay plus 3 per
cent. in return for promises to increase productivity. The
NUR agreed to the flexible rosters and in recognition of
that was given yet a further pay increase. It is only
reasonable that the British Railways Board should seek to
get the promises made last year delivered before settling
this year’s pay arrangements.

Investment and productivity go hand in hand. Ten
major projects have been completed or approved and eight
more are in the pipeline. If such projects are to go ahead
and there is to be more investment in British Rail, they
must go hand in hand with modern work practices, as
similar schemes have done in every Continental railway
system. Let the right hon. Gentleman give that message
to the unions. We should then see working properly the
new equipment that has already been built and on which
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to the
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ASSISTED AREA MAP REVIEW

Tha Lord President ofI€Ge Council has seen your Secretary of
State's minute of iﬁ/ﬁune to the Prime Minister concerning
this Review.

The Lord President has no comment on the substance of your
Secretary of State's proposals and is content to proceed

on the basis of an Oral Statement in the House of Commons on
Monday, 28 June. He wishes to stress, however, that there
is severe pressure on Government time between now and the
Summer Recess and does not believe that the Government should
give any commitment to a debate on the subject of the Assisted
Area Map Review. Nevertheless, since several Orders subject
to the negative resolution procedure will be needed to give
effect to the Review's conclusions, he believes that the best
line to adopt in the event of pressure for a debate would be
to point out that the official Opposition will have the
opportunity to pray against the Orders, in which case
discussions through the usual channels can take place
concerning the possibility of finding time for a short
debate.

Copies of this letter go to Wi%}ié/ﬁickett, Murdo Maclean

and David Wright.

N P M HUXTABLE
Private Secretary

Jonathan Spencer Esqg

Private Secretary to the
Secretary of State for Industry

Ashdown House

123 Victoria Street

London SW1
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My ref: H/PS0/14203/82
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ADDITIONAL ENTERPRISE ZONES

Thank you for your letter of 27 May, in which you asked that the
Medway towns should be borne in mind in any consideration of
possible sites for additional enterprise zones.

We have this week received the early appraisal of the existing
zones which provides pointers to guide the selection of any
additional zones, and I am sure that it would be right that any
site proposed in the Medway tcwns should be considered in the
light of this appraiszl. I should stress, however, that, in
designating any site as an enterprise zone, we would need the full
co-operation of the local authority which would normally be
responsible for preparing the simplified planning scheme for the
zone. 1In the case of Chatham, this means that the attitude of

Gillingham and Rochester-upon-Medway Borough Ccuncils would be
crucial.

I am copying this letter as before.

V{ o

H”\\,\\_.L\v, ‘\ \

MICHAEL HESELTINE

Peter BlakerEsq MP
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ASSISTED AREA MAP REVIEW

The Prime Minister has considered your Secretary of
State's minute of 18 June about the changes agreed in the
Assisted Area boundaries following discussion in the Ministerial

sub-Committee on Economic Affairs.

The Prime Minister is content that your Secretary of
State should make a statement on the lines of the draft attached

to his minute, on Monday, 28 June.

I am sending copies of this letter to the Private
Secretaries to members of Cabinet, the Chief Whip, Minister of
State, Department of Industry, Sir Robert Armstrong and Mr John

Sparrow.

| - ]
E{ iV L3 i LEAT e,

Jonathan Spencer, Esq.,

Department of Industry.
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I mentioned briefly at Cabinet yesterday the changes proposed in

the Assisted Area boundaries following discussion in the

Ministerial sub-Committee on Economic Affairs (E(EA)(82)7th and
8th Meetings) and separately between the Chief Secretary,

Treasury, the Secretary of State for Wales and me.

2 Since Cabinet yesterday, I have also discussed the proposals

with the Chancellor of the Duchy, who is now content. We have

agreed to postpone the Statement until Monday, June 28. While
————— —ree—y

this will not allow the full 40 days for praying before the
———— T,
necessary Orders take effect, I am advised that this should not
hiasisss
make for difficulties. There is sure to be pressure for a

debate after the Statement. I believe that we should respond

favourably, and I should be grateful if the Lord President could
look at the possibilities for, say, a half day debate (perhaps

from 7.00pm to 11.30pm) before the Summer recess.

3 The background is as follows. When we reviewed our Regional

Industrial Policy in 1979 we agreed to retain a three-tier
— —-c:h—:l-;-._______‘

structure - Special Development Areas (S5DAs), Development Areas
T

(DAs) and Intermediate Areas (IAs) - but to concentrate

assistance on those parts of the country with the most
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intractable problems of unemployment. We therefore agreed that
a number of Assisted Areas should be downgraded by one or two

steps over a transitional period of three years, with the aim of

—

reducing the proportion of the employed population covered by the

Assisted Areas from 4O per cent to about 25hper cent. The first

hase of the downgradings took effect on 1 August 1980; the
P 8| g g ;

second is due to take effect on 1 August 1882. For some areas

the result of double downgrading would be completely to lose
A o — ey

their Assisted Area status. We therefore announced in 1979 that

these areas should be the subject of a further special review

before the second stage of the downgrading took effect this

August.

b Subsequently, in the context of discussions about the
regional impact of proposed British Steel Corporation closures,
E(EA) agreed that the above review should consider also whether

there were areas whose Assisted Area status, or lack of it, might
i

now be thought inappropriate.

5 The changes proposed by the Minister of Gtate, Department of
Industry, following this review are set out in E(EA)(82) 13 and

18. Briefly they are to confirm the Assisted Area designations

proposed to take effect from 1 August 1982, subject to the
upgrading of Teesside to a Special Development Area; the
e T T e |

designation as Development Areas of Llanelli, Pontypool, Rochdale

—__—-——-.._‘-

and Rossendale; and the retention of Intermediate Area status by
—— — P ————
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Bolton, Leigh, Northwich, Forres, Lerwick, Kirkwall and Nairn.
The intention of these changes would be to correct only the very
worst anomalies which have emerged since our previous review in

1979, No new downgradings were proposed.

6 A majority of E(EA) took the view that it would be untenable
for the Government, having reviewed the proposed double down-
gradings as we promised in 1979, to make no changes whatsoever in
the planned Assisted Area boundaries which are due to take effect
this August, even although the economic situation has

deteriorated markedly during the interim period. However, the

sub-Committee were against making major changes in the present

e e —
p—————

pattern of the Assisted Areas during the lifetime of this
Parliament. They therefore endorsed the limited changes
outlined in paragraph 5. The Chief Secretary, Treasury would

.

have preferred to make no changes and merely to confirm the

double downgradings decided in 1979, and initially reserved his
position. He has however agreed to l1lift this reservation subject
to the resolution of one outstanding technical point which is

being urgently pursued.

9 The proposals put forward by the Minister of State,

Department of Industry, involved the removal of Intermediate Ares

status from mid-Wales. The Secretary of State for Wales took
ﬂ
the view that doing so would cause severe political difficulties

for the Government in this area at a time when there were signs
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that the policies pursued by the Government and its predecessors
were beginning to have some success in counteracting its chronic
depopulation problems. In his view it would be essential, if
the Government were to proceed with the removal of Assisted Area
status from mid-Wales, to put forward a package of policies
designed to mitigate the effect. These are set out in
ECEAR)(82)17. This package has nouw Deen_;g:eeﬂ subject to the

— S
T

following points. It has been agreed that the proposal that the

p———————

Development Board for Rural Wales should be permitted to pay

d :
grants to industrial undertakings shq}d be limited in two ways.

First, the criteria for offering assistance should be identical
to those which apply to selective financial assistance in
Intermediate Areas, although the rates of grant would be smaller

- 7% per cent and 11 per cent instead of 10 per cent and 15 per

gent. Second, the total of the grants that might be paid in the

“\‘
first full year of the proposed scheme would be limited to

—— T T —— —— = =S

£350,000 and not £500,000 as the Secretary of State originally

— T, E————ta
proposed. Some difficulties have emerged over the proposal that

tourist grants should continue to be available throughout Wales,

and the Secretary of State for Trade is seeking to resolve these.

8 After a great deal of work over recent weeks we have nouw,

i

sub ject to the resolution of the outstanding points which are

being urgently pursued, devised a balanced package which takes

account of our regional policy objectives and reflects the

special considerations in Scotland and Wales to which the
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respective Secretaries of State attach importance. The package
will not of course please everyone - that is hardly possible -
but the West Midlands will take satisfaction that we have not
retreated other than by marginal adjustments from the policy
which Keith Joseph announced in 1979. The proposals will have
to be cleared with the Commission, but this should not prove an

obstacle.

9 I hope therefore that we can proceed a&s proposed. I attach
a first draft of the kind of Statement which I hope to make on
June 28. This will require revision in the light of the

resolution of the remaining outstanding issues.
10 I am sending copies of this minute to the members of the

Cabinet, the Chief Whip, the Minister of State, Department of

Industry and Sir Robert Armstrong and Mr Sparrow.

[

Ff PATRICK JENKIN

‘g’ June 1982

(Approved by the Secretary of State and signed
his absence)

Department of Industry
Ashdown House
123 VUictoria Street
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ASSISTED AREA MAP REVIEU
DRAFT PARLIAMENTARY STATEMENT

With permission, Mr Speaker, I should like to make a

statement on regional industrial policy.

2 When my Rt Hon Friend the then Secretary of State made his

statement on 17 July 1979 announcing the results of the
Government's review of regional industrial policy, he undertook
that those former Special Development Areas and Development Areas
which were due to become non-Assisted from 1 August 1982 would be
sub ject to a special review before the changes finally took

place.

3 Since then, there has been a very substantial increase in
unemployment nationwide. And this increase has been the basis
of many representations which the Government has received from
Hon Members and Local Authorities, seeking improvements in their
Assisted Area status. We have therefore also considered other
areas as well as conducting the special review, which was

confined to the areas which are due to lose Assisted Area status

by two or more stages.

4 The changes announced by my Rt Hon Friend three years ago
had the effect of reducing the proportion of the population

covered by Assisted Areas from over 4O0% to about 26%. We




believe that 26% is the right order of magnitude so that the fact
that unemployment has increased substantially in a particular
area does not itself gualify that area for upgrading. Any
changes should be concentrated on those areas whose position has
deteriorated markedly relative to the rest of the country. This
is necessary both to contain the cost of regional aids within
acceptable limits and to provide industry with reasonable

stability for their investment decisions.

5 The changes therefore which we propose at the outcome of our
review are relatively few. Nevertheless, we are very grateful
to all those who supplied us with much valuable information and
advice in support of their representations and I can assure the

House that they have all been considered with great care.

6 We have concluded that Four of the Scottish Travel-To-Work-
Areas which would have lost Assisted Area status by two or more
stages since 1979 should not become non-Assisted. These areas
are LERWICK, KIRKWALL, FORRES and NAIRN which will now retain the
Intermediate Area status which they received on 1 August 1980.
All have particular problems arising largely from their
remoteness from economic centres and thus warrant the retention
of some of the incentives to industrial investment which go with
Assisted Area status. We are however satisfied that Assisted
Area status for the remaining areas subject to the special revieuw
is no longer justified and the Government intend, as we announced

in 1979, to withdraw that status from them after 31 Jduly.




9 After careful consideration, there are a few other changes
which we think it right to propose. The Travel-To-Work-Areas
concerned are TEESSIDE, which will become a Special Development
Area; ROCHDALE and ROSSENDALE which will be designated
Development Areas; LLANELLI and PONTYPOOL, which are currently

part Development Area and part Intermediate Area and which will

become uniformly Development Areas; and-BDLTDN, LEIGH and

NORTHWICH which will retain Intermediate Area status. Apart
from these changes the Government interd that the decisions
regarding the Assisted Areas announced by my Rt Hon Friend the
the Secretary of State in July 1979 will be implemented without
further change. Thus from 1 August this year the coverage of
the Assisted Areas will be around 27% of the working population
in the areas with the most persistent problems of high
unemployment. We are notifying the European Commission of these

changes in accordance with our Community obligations.

8 My Rt Hon Friend the Secretary of State for Wales will be
announcing separate proposals covering certain isolated parts of

mid-lWales.

S The House will recall that in 1980 following a review of
Derelict Land Clearance Areas the Government announced that a

number of Employment Office Areas which are due to become non-
oy

Assisted Areas from 1 August 1982 would be designated as Derelict
m
Land Clearance Areas. As a result of the decision regarding the

—— e . A,
Assisted Areas which I have announced this afternoon some of




those areas will not now become non-Assisted Areas and thus will
—————

not be designated as Derelict Land Clearance Areas. The

Government have however decided to designate additionally the

NUNEATON and BEDWORTH Employment Office Areas as Derelict Land

Clearance Areas.

10 The necessary Orders to give effect to these decisions will

be laid before the House shortly.

5 Mr Speaker, when my Rt Hon Friend the Secretary of State far
Education made his announcement three years ago, he committed the
Government to a policy of reducing the unacceptable differences
in economic performance between different parts of the country.
In carrying this out, we must aim at getting value for money by
concentrating help where the need is greatest. It makes no
sense for regional aid to be spread thinly across getting on for

half the population. Nevertheless, it is right to take account

of changed circumstances leading to a marked relative

deterioration in particular parts of the country anmd to adjust
the boundaries of the Assisted Areas to reflect this. I
therefore commend the proposals which I have announced to the

House.
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We will be discussing the question of further Enterprise Zones at
the Health of Industry Group meeting next Thursday as a preliminary
to subsequent decisions, presumably at E Committee. As you know,
following the suggestion in your letter of 30 Apfil, I asked the
consultants monitoring the EZs to undertake a fuick appraisal of

three of the zones. Officials of our departments have seen their
draft report.

In the light of the report I believe that we should go ahead, as
proposed in my earlier letter, with a decision to designate another
10 EZs, on average smeller than those in the first round.

The attached tables to my mind clearly sum up the benefits of
designation to the areas concerned even if tnere is as yet no
evidence of net neﬁ_gfﬁﬁiﬁ To the economy. Of course there is more
to show at Coroy than in the zones in the north of England.

What the tables do not show, though it is brought out in the report,
is the impact of the zones in forcing local authorities and other
public bodies to re-think their relations with industry and to move
from an attitude of regulation and control to one where the vitality
of industry in the area is the prime consideration. The report also
reveals what a powerful marketing instrument the zones have been

for their area. Finally the report brings out the increasing
interest in the zones by the owner occupier wishing to develop his
own premises, who cannot easily—tiread his way through the bureaucracy
normally involved in development, These conclusions are entirely

in line with my experience in discussions, month by month, with those
responsible for promoting development in each zone.

In your letter you asked that tne consultants should put forward
thoughts about the effectiveness of different marketing arrangements.
The consultants make it clear that the immediate availability of land
and premises is critical in ensuring that firms attracted to the

zone by the publicity follow through their initial‘interest. That

is why I have myself been keeping_in close touch with progress SO
that problems are quickly dealt with.




vou also asked about policy instruments. ''he consultants conclude
that the rates holiday is the greatest attraction To firms in the
zone, though the planning freedoms also seem useful. Although some
of the other features of tue EZ package are clearly less valuable,

I would not wish to change the package at this stage Besides the
inevitable delay in introducing the necessary legislation any changes
now might cause confusion in the minds of the investor.

In my earlier letters I emphasised the need to move gquickly in
designating further zones. I reiterate my point that we gain
favourable publicity both from +he announcement of the areas to
receive zones and from the first things happening on the ground.
Only if we announce within the next few weeks that we are prepared
+o0 consider bids for more zones will we be able to get the zones
operatianal by Autumn 7 S83.

T am copying this letter to the recipients of my earlier letter.

QV/),QA_)U\/

MICHAEL HESELTINE




TABLE 1 : LAND DEVELOPMENT AND USE 1981-82, ha

Trafford [artlepool

Total land area less roads 1981 140, 8 105. 2

Changes 1981-82%:

Area brought into use

Area developed (buildings awaiting occupation)

Area under construction

Total

%« Period covered: 1/6/81-31/5“]2




TABLE 2 : DEVELOPMENT AND TAKE-UP OF I'LOORSPACE 1981-82, sq.m.

Trafford

Hartlepool

Total floorspace 1981 : 216, 887

51,128

Changes 1981-82%*:
IFloorspace completed
I"loorspace occupied

Floorspace committed but not completed

43,144
23,576

109, 369 *x

x Period covered: 1/6/81—31/5/82
%% The floorspace figures for two schemes (sites tolalling
included here,

4.55 ha) are not known and therefore not




TABLE 3 : NEW FIRMS AND THEIR EMPLOYMENT 1981-82

Trafford Hartlepool

Total firms 1981 41

Total jobs 1981

Additions 1981-82%:
New firms operating : firms
New firms operating : jobs

Firms committed to occupation but not
yet operating™*

% Period covered: 1/6/81-31/5/82
xx Imployment, nmot known




MATES OF NUMBER OF ENQUIRIES CONCERNING ENTERPRISE

TABLE 4: EZ PROMOTERS ESTI

General enquiries about EZ Enquiries which have led 5
gerious discussions

Trafford 1,000* 35-40
Hartlepool 700 30-70

Corby

* ggtimate -~ no detailed record kept
o have visited Corby since EZ announcement

*+ companies and business enquirers wh
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REVIEW OF ASSISTED AREAS 1982: E(EA)(82)17 AND 18

At E(EA) on Wednesday it was agreed that your Secretary of State would discuss
further the issues which remained outstanding with the Secretary of State

for Wales and the Chief Secretary, Treasury. Ministers met this morning to
discuss these issues and I attach a copy of my record of their meeting.

I am sending copies of this letter and of the attached record to the Private
Secretaries to the members of E(EA) and to the Private Secretaries to the
Ministers of State in the Department of Industry (Mr Lamont) and the Foreign
and Commonwealth Office (Mr Hurd).

S ol

W MOYES

P.S. Since I understand that there might now be a meeting on this under the
Prime Minister's chairmanship I am also sending a copy to
Michael Scholar in No. 10.

Jonathan Spencer Esq

PS/Secretary of State for Industry
Department of Industry

Ashdown House

Covering CONFIDENTIAL
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RECORD OF A MEETING HELD IN THE DEPARTMENT OF INDUSTRY AT 9,45AM
ON THURSDAY 17 JUNE 1982

Those present: Secretary of State for Industry (in the Chair)

Secretary of State for Wales

Chief Secretary, Treasury

Mr W Moyes (Cabinet Office)

Mr J Spencer ' (PS/Secretary of
State for Industry)

THE SECRETARY OF STATE FOR INDUSTRY said that the meeting oh the previous day of
the Ministerial sub-Committee on Economic Affairs (E(EA)(82)8th Meeting) had

left three issues unresolved, First, a majority of the sub-Committee had been

prepared to agree to the proposal put forward by the Secretary of State for -
Wales in E(EA)(82)17 that the Development Board for Rural Wales (DBRW) should be

allowed to pay grants to industrial undertakings, on condition that there should
be a maximum percentage grant set at a level less than that which applied to
selective financial assistance in Intermediate Areas, and that there should also
be a limit on the grant payable to a particular project. It had not, however,
proved possible to agree whether this limit should be £25,000 or £30,000.

Second, the handling in relation to the public expenditure survey of the costs of
the changes in Assisted Area boundaries proposed by the Minister of State,
Department of Industry in E(EA)(82)18 had not been resolved. Third, the transitional
provisions that might be required were the proposals in E(EA)(82)18 to be approved,
would also need to be considered, although this was a matter which might be
discussed separately between the Minister of State, Department of Industry, the
Chief Secretary, Treasury and the other Ministers concerned, Finally, the Chief
Secretary had continued to reserve his position on the proposals as a whole,
although he had agreed to review his position in the light of the progress made in
resolving the outstanding issues., If changes in the Assisted Area boundaries were
to take effect, as planned, from Augnst, the necessary statutory instruments would
need to be laid early in the following week, The outstanding points would

therefore need to be resolved urgently,

1
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.The following were the main points made in discussion:

= 4 despite the political criticisms which the Government would face the
grants which it was proposed the DBRW should be permitted to pay to industrial
undertakings would clearly need to be smaller than the grants available in
Intermediate Areas, If this were not the case there would be very little
point in a decision to remove from mid-Wales its designation as an Assiated
Area. The Secretary of State for Wales had agreed at E(EA) on the previous
day that the total of the grants payable in the first full year of the
proposed scheme should be limited to £350,000, This implied a modest

maximum grant for a particular project. But it would be inappropriate to
specify such a limit in announcing the scheme. The better approach might be
to adopt the guidelines which applied to the provision of selective financial
assistance in Intermediate Areas but to set the maximum percentage grant at
7% per cent, or 11 per cent for those projects which would qualify for the higher

rate of grant;

i1, in relation to the transitional arrangements that might be necessary if
the proposals in E(EA)(82)18 were to be approved, it was argued that the
maximum expenditure involved would be £F million, although in practice it was
likely to be nearer £} million., The legislation required to implement the
transitional arrangements would be extremely complex; indeed on a previous
occasion similar legislation had had to be withdrawn because of deficiencies
in the drafting. Moreover, transitional arrangements of the sort proposed
would involve undesirable delay and unnecessary bureaucracy, since every
grant application would have to be scrutinised; the costs thereby incurred
would be disproportionate in relation to the public expenditure at stake. On
the other hand the point was made that the fact that the necessary legislation
had had to be drafted on a previous occasion ought to make much easier the
task of drafting it this time, Moreover, the sums of money involved were
not insignificant, Since the bulk of the resulting savings would accrue from

only one project it seemed unlikely that much extra effort would be required;

iii, the costs involved in implementing the proposals in E(EA) (82)18 were
very small in relation to the totality of the regional assistance programme
and well within the margin of error of its management. The announcement of
the Government's decisions could not be delayed, but once it had been made
there was no alternative but to make the necessary finance available., The

Regional Assistance Programme was demand-led and clearly, therefore, could

2
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not be cash limited, On the other hand, the point was made that it

would be quite wrong in principle to pre-—empt discussion in the Public
Expenditure Survey by accepting now what was in effect a bid for the
addition of £8-0 million to the Department of Industry's budget. The

rules of the Public Expenditure Survey required that bids for extra
provision should be accompanied by clearly identified offsetting savings,
and there was no reason why the present proposals should be exempt from

that requirement, But it was not the case that the policy changes necessary
to secure the offsetting savings should be immediately implemented.

Provided that they were clearly identified the question of whether they should
be pursued would be a matter for discussion in the context of the Public
Expenditure Survey. Meanwhile the implementation of decisions on changes in

the boundaries of the Assisted Areas could proceed.

THE SECRETARY OF STATE FOR INDUSTRY, summing up the discussion, said that Ministers

had provisionally agreed, subject to further urgent discussions between Treasury

and Welsh Office officials, that the conditions under which the Development Board

for Rural Wales should be permitted to pay grants to industrial undertakings

should be identical to those which applied to the provisions of selective financial
assistance in Intermediate Areas except that the rates of grant should be 7% per
cent and 11 per cent. Once the details had been agreed between Departments, the
Secretary of State for Wales, in consultation with the Foreign Secretary and the
Minister of State, Department of Industry, would need to arrange for his proposals
to ke cleared urgently with the European Commission, The question of whether
transitional arrangements would be necessary in respect of the changes in Assisted
Area boundaries proposed in E(EA)(82)18 had not been finally resolved, although the
Chief Secretary, Treasury, had agreed not to pursue the point if it appeared that
disproportionate costs would be involved, He would write to the Chief Secretary
later that day setting out in detail the administrative arrangements which would be
required and the extra costs which would thereby arise., It had also been agreed
that the Department of Industry's submission for the Public Expenditure Survey
should identify specific offsetting savings in respect of the extra costs of

£8-9 million involved in implementing the proposals in E(EA)(82)18; the question
of whether these offsetting savings should be implemented would be a matter for
discussion in the context of the Public Expenditure Survey., Subject to agreement
being reached on the two outstanding issues, the Chief Secretary had agreed not to
maintain his reservation of principle on the proposals in E(EA)(82)17 and 18, The
way was therefore open for an announcement of the Government's decisions early in

the following week, He would minute the Prime Minister reporting what was proposed

3
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and circulate with that minute the draft of a statement to the House of

Commons, The Secretary of State for Wales should arrange for the separate

clearance of the text of his simultaneous announcement on his proposals for

mid-Wales,

Cabinet Office

17 June 1982

CONFIDENTTAL







2 MARSHAM STREET
LONDON SWI1P 3EB

My ref: H/PSO/“ 3859/82

Your ref:

/07 June 1982

ADDITIONAL ENTERPRISE ZONES

Thank you for your letter of 17 May. 1 have also received letters
of 18 May from Nick Edwards and of 19 May from Peter Walker.

I know that our officials are in touch about the pilot study of 3
of the enterprise zones which we expect to receive in the middle of
the month. I recognise the close interest which you and

Nick Edwards have in this study and its implications for enterprise
zones policy, and I think that it would be right for us to meet
with other colleagues, as I suggested in my letter of 6 May to
Geoffrey Howe, once the report of the study is before us.

Nick Edwards has proposed that the Swansea zone might be included in
the pilot study. I am afraid that this has not proved possible. The
pilot study has had to be confined to 3 zones, and those chosen -
Corby, Trafford and Hartlepool - were picked to reflect as wide a
variety as possible of differing characteristics (development
prospects, public/private land-ownership, assisted area status etc).
In considering the study, however, we shall wish to draw on what
knowledge we have of the experience of all the existing zones; and
jt is still the intention that the consultants carrying out the

monitoring study should produce a report later in the year on all
the zones. : )

T welcome Peter Walker's continuing interest in the policy. I
recognise his preference for urban rather than greenfield sites,
which the initial designations of zones largely mevT. The pilot study

will, of course, throw further light on the factors to be taken
into account in the selection of any further zones.

AR g
WA A

MICHAEL HESELTINE

I am copying this letter as before.

The Rt Hon George Younger MP
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REGIONAL POLICY - NATIONAL INSURANCE DISCOUNTS

I have heard from Eileen McKay that there is a working party,
related to MISC 14, which is dealing with long-term policy with
respect to regions. It is chaired by Michael Quinlan and is
producing an interim report for July, the final report is due at
the end of the year. It might be a good idea to see whether they

are considering the sort of measures which you suggested.

I am also told there is a working party on Northern Ireland and
the problems of expenditure to promote employment. Apparently it
was a consequence of the Harland and Wolff issue. It 1s being
chaired by John Marshall of the Northern Ireland Office.

1 June 1982 ALAN WALTERS




MINISTER OF STATE FOR
THE ARMED FORCES

D/MIN(AF)/PB/1/5

ADDITIONAL ENTERPRISE ZONES

John Nott h isked me to look at the question of
increasing the number of Enterprise Zones, which was the’
subject of f 4R April and éth May to
Geoffrey H 1lso seen the contributions from
other coll d in your second letter.

I 1an - cuestions of whether or
when the Governmen ‘ - h another group of
Enterprise Zones. ' . er proposed a way of
reaching en early decision on t! iessues. But I would
like to register the claims of the Nedwsy area for a zone,
or zones, if more are to be created. We have yet to make
a significant response to the local pressures for some kind
of Government messure to counter the effects of closing the
naval tase. I need not spell out the political complications,
which the Falklzands crisics hes done nothing to reduce.

If there are to be more zones, I do not think we could
contemplate the omission of the Medway towns. Even if we
decide not to go for a major extension of the Enterprise
Zones I believe there would still be a case for considering
making Chatham an exception, end I hope you and the
colleagues who will be considering the way forward will

bear this poseibility in mind should the consensus go against
a general extension.

I am copying this to those who received your letter.

/{-J.fu-w Lk
L)

PETER BLAKER

The Rt. Hon. Micheael Heseltine, M.P.
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10 DOWNING STREET

Norman Lamont, Esq., MP,

Department of Industry,

Ashdown House,

123 Victoria Street,

London, SW1. 25 May 1982

e Newon

E(EA)(82)13: REVIEW OF ASSISTED AREAS

I have read with great interest your memorandum on this subject
and the accompanying report by your officials. I agree generally
with your recommendation and I see it as most important from an
economic policy standpoint that we stand by our declarations of
concentrating on areas of the greatest need and the concomitant
but not insignificant public expenditure savings.

I am, however, somewhat concerned about one aspect of the European
Community considerations, namely the possibility that it could be
difficult to demonstrate that we shall not be able in future to
fill our "quota" of receipts from the ERDF. I fully appreciate
your reasoning, but bearing in mind the rapid growth recently of
the ERDF which is expected to continue, could I put to you one
idea that we have had here which might serve to alleviate some of
your difficulties.

Special interest has been expressed here on measures which would
be aimed to increase the productive capacity and utilisation of
the labour force. One particular idea I would like to suggest to
you in an ERDF context is that of an explicit regional labour
assistance funded by the Community. This would equate in some way
to the former Regional Employment Premium which was, of course,
withdrawn by an earlier Administration. But instead of a Premium
we would see such assistance in the form of a regional reduction
in the Assisted Areas in the present employer's National Insurance
Surcharge. More important, we believe it should not be
discriminatory (like the old SET) but apply to all employees of
private firms or agencies. We would exclude only public sector
employees.

We think a good economic case can be made for such a reduction. It
would attack particular distortions now evident in the labour market
caused by the present tax-benefit system by reducing labour costs

in areas where this distortion appears heavily discriminatory
against the unskilled and low-paid. Since regional wages cannot

drop below national benefit levels, ‘there is at present no
mechanism to reduce wage costs to get such .immobile workers back
into jobs. It should be possible to provide estimates of the

/cost per job created.




cost per job created. The proposal should therefore be seen not
as a subsidy, but as a positive means of removing distortions,
bringing about more competition and increasing employment
opportunities.

Perhaps you will give me your reaction to this suggestion.

I am copying this letter to James Prior, George Younger,
Nicholas Edwards, Douglas Hurd and Adam Ridley.

ALAN WALTERS

C




MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

Hon Mi 21 Heseltine MP
'ota"" of ”'\ for the Environment
Leprrtw'ﬂt of © “nvironment
2 Marsham Street

London SW1P 3EB May 1982
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ELJ”PF' ME ZONES

I have been following the recent correspondence on the above
subject with interest.

Although this is essent 7 a matter affecting the responsibility
of other Departments, I must say I have considerable sympathy

for what you have suggested. If it is felt that some further
review of the experience gained to date is necessary it seems to
me that Geoffrey Howe's suggestion in his letter to you of

30 April is sensible and I am glad to see that you propose

to proceed on these lines.

I would not wish to be directly involved myself in the further
Ministerial discussions that you and Geoffrey envisage. 1 would
however like to be kept in touch generally as matters develop.

I also assume that, if we do decide to extend our policy, we
would, as before, continue to encourage the development of urban
sites rather than green field sites.

I am copying this letter to the Prime Minister, members of E Committee,
George Younger, Nicholas Edwards and Sir Robert Armstrong.
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Tne Rt Hon Michael Heseltine
Secretary of State for the Environment
2 Marsham Street

LONDON SW A
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ADDITIONAL ENTERPRISE ZONES
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I have seen the recent correspondence beginning with your letter
¥ April to Geoffrey Howe. Like Patrick Jenkin and Norman Tebbit
\£RInk 1t 1S tOO carly yet for us to be able to say with convictior
that the Enterprise Zone idea, as now established in the 10 exper
zones, can be regarded as having proved itself. I too would prefs
wait for the results of the monitoring before going for the estab
of further zones, but agree that the early assessment you propose
your letter of 6 May will enable us to see the way forward more cle

I should like to be associated with the work on this matter from now
on, and as soon as we are sure that we are on the right lines, I would
certainly want to see the introduction of turther zones in Scotland.

Copies of this letter go to the Prime Minister, to the Members of
E Committee and to Nicholas Edwards and John Nott




2 MARSHAM STREET
LONDON SWIP 3EB

My ref:

Your ref:

é; May 1982

ADDITIONAL ENTERPRISE ZONES

Thank you for your letter of 30 April. I have also seen
Nicholas Edwards' letter of 20 April, Norman Tebbit's letter of
28 April o me and Jim P;?pr's letter of 19 il and

Patri¢k Jenkin's of 23 Apyil to you.

I agree that before deciding on further zones, it would be

helpful to have some views from our consultants on the explanations
of different rates of progress between the zones and on the
effectiveness of the different policy instruments and management
arrangements. I am, however, reluctant to wait until their full
report in the Autumn as Norman and Patrick suggest. Whilst I
accept Normen's point that this would still enable us to invite
more bids before the election, I do not think it would bring us
the full benefit that an early decision would provide. Our
experience of the first zones is that as much impact derives from
the first things happening on the ground as from the announcement.
If the new zones are to produce development by Autumn 1983 a
decision on whether or not to go ahead with more zones is required
by the Summer,

I therefore intend to ask the consultants to carry out the early
assessment of the type you propose. I am sure I can count on

all Departments for support in providing any necessary information
for the consultants. The report should be ready by mid-June.

We can then meet, as you suggest, to agree the way forward. As
well as Patrick Jenkin and Norman Tebbit I think it would be

helpful if Jim Prior, George Younger and Nicholas Edwards could
take part in these discussions.

I am copying this to the recipients of my earlier letter.
M8 VS

bb\,k !

MICHAEL HESELTINE
Sir Geoffre
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10 DOWNING STREET

4 May,1982

From the Private Secretary

Review of Regional Economic Policy

The Prime Minister has now seen the Chancellor of the
Exchequer's minute of 15 April proposing a review of regional
economic policy. :

The Prime Minister agrees that there should be such a review,
to be substantially completed by the end of 1982, and to be
carried out by a team of officials chaired by the Treasury. She
is content with the terms of reference attached to the Chancellor's
minute, and agrees that no announcement should be made about the
review, and no report published, as proposed in the Chancellor's
minute. Finally, she agrees that the review should be supervised
by the Chancellor's Ministerial Steering Group on Government
Strategy (Misc 14), augmented as necessary.

I am sending a copy of this letter to the Private Secretaries
to the Secretaries of State for Fducation and Science, Northern
Ireland, the Environment, Sggfiand, Wales, Industry and Employment,
the Head of CPRS and to Sir Robert Armstrong. :

Peter Jenkins, Esq AR 8 S Do g I8 (L
HM Treasury R e e
ol we/ B Rl K he N b B2 Bt
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

30 April 1982

The Rt. Hon. Michael Heseltine MP
Secretary of State for the Environment

ﬁ/uw

ENTERPRISE ZONES

Thank you for your letter of 7/ il. I was most interested
to read the progress report on the zones; some of them, like
Corby, Swansea and Clydebank, seem to have achieved remarkable
progress in a very short time, even though others  have not
taken off in the same way.

As you know from our talk a couple of days ago, I very much
share your hope that we can build on the successful experience.
But I still think we need an opportunity to consider quickly
just what is the soundest basis on which to do so. I gather
that consultants employed by your Department are assessing

fthe various factors which may explain the different rates of
|progress as between zones. I can see that waiting until their
full report on the zones' first year of operation is available
in some months time would impose too much delay in getting ahead.
But I understand that they would be prepared to provide, within
one month, a "qualitative assessment” with an appraisal of

why some zones have been more successful than others. That
should provide useful guidance. If at the same time they

put forward some thoughts on the effectiveness of different
policy instruments and administrative or marketing arrangements,
that too would be helpful.

report on the time-scale I have suggested. So soon as that
was available you could draw up specific proposals; and we
could meet, perhaps with Patrick Jenkin and Norman Tebbit,
to agree how to move forward most effectively.

YI suggest that the consultants be asked to provide an interim

I am copying this letter to the recipients of yours.

GEOFFREY HOWE
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Review of Regional Economic Policy

The Chancellor of the Exchequer minuted you on 15th April proposing:

That there should be a review of regional economic policy substantially
completed by the end of 1982, with a view to changes, as necessary, in
the next Parliament.

That this should be an internal review carried out by a team of officials
chaired by the Treasury.

That no announcement should be made about the review and no report
published but that, if asked, the exercise should be presented in a low-
key way as a joining together of Departmental expertise to work on
continuing issues,

That the review should be supervised by the Chancellor's Ministerial
Steering Group on Government Strategy (MISC 14), augmented as
necessary.

2, All Departments concerned are agreed that it would be useful to have a

review with the scope and timescale proposed. Any political risks and any risks
of creating uncertainty in the minds of potential investors should be minimised by

the proposal to have a '"low-key'' internal review.

pm—

3. On handling T agree that it would be useful to have the exercise super-

vised by MISC 14. This would avoid setting up new Ministerial machinery and
e ———

thus contribute to the objective of maintaining a low profile; it would also be
appropriate, since MISC 14 is designed to deal with longer-term issues which
affect the work of many Departments. It would not be for MISC 14 to take
decisions on the review. The Chamcellor envisages merely that the Group would
offer advice on the report when it is available. At that stage, in early 1983, you
would no doubt want to have a discussion under your chairmanship, probably in
E Committee.

4. Subject to your own views, I would see no reason to dissent from the

Chancellor's proposals.

ROBERT ARMSTRONG
28th April, 1982

CONEIDTNT A
‘&ut \ VY ¥ . t"i 3 nf""}\'




Caxton House Tothill Street London SW1H 9NAF
;i Telephone Direct Line 01-213_.. _6_”_0_0__6@21__2 13
Switchboard 01-213 3000

Rt Hon Michael Heseltine MP
Secretary of State

Department of the Environment
2 Marsham Street

LONDON SW1

D\ }\TFL [_ 44 L

ENTERPRISE ZONES

Thank .-you for sending me a coOpy of your letter to Geoffrey Hoy of

April in which you propose that we should take steps to establish
further ten Enterprise Zones (EZs).

The trouble about this is that although from all accounts the

establishment of some of these zones at least has had an excellent

psychological impact locally, we cannot yet point to concrete
evidenice that the benefits of the EZs are commensurate with their

costs, v We do not know to what extent development and expansion 1n

the kones are genuinely additional to what would have taken p
‘anyway; how mufh of 1t has been at the expense of areas cu‘”ﬁﬂc
the zones; and hnefhc' the kind of develOpments taking place are
most beneficial in terms of economic regeneration. This iav“ of
concrete evidence is =1“_J surprising when the rirst zone ]
established is still less than a year old But it will be some
before the consultants you have employed are ready fto provide
analysis of fl ffects of the Eis.

I ﬁ{v)vcchl?tx that nearly a year is needed between & fresh round
bids ‘f-.m: invited and new zoneg being established, and that if
await concrete results from the study id;nﬁuf not therefore be pos
to establish more EZs before the electio

results of the study are favourable ve
to invite more bids, and thus to demons

4 -

successful and that we are reinforcing

i

D1
3 a e " =y Yy -y o =
I 1 LQ have Gm_.)lf_.’ time at

»

Lo
'
1“?':2 chat the experiment
8

But provided the eit"y

{




refore that we should revert to this matter when fuller
s available from your consultants on the effects of

(=)

I suggest the
information i
the existing EZs.

I am copying this

for Sceotland and Wales and the Secretary

S PR o P e ot 1 Q- ntmn
the oecreLarles Ol atate 5]
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of State for Defence.

a . T | < d
is letter to the Prime Minister, members of E Committec,
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DEPARTMENT OF INDU RY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWI1E 6RB

TELEPHONE DIRECT LINE 01-212 3301
SWITCHBOARD 01-212 7676
Secretary of State for Industry

23 April 1982

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer

HM Treasury

Whitehall SW1

{ Yeox CiéﬁC(vi\/,

I have seen Michael Heseltine's letter to you of 7 April
proposing an early announcement of a second tranche of Enterprise
Zones.

2 I am bound to say that I have serjous reseryations about such
a course. In principle we are all of course keen exponents of
the principles of freedom from constraint and the unshackling of
private enterprise which underlie the EZ concept. But we must
nevertheless take a hard look at the realities of the experiment
to date, assessing very carefully the effectiveness of the
existing EZs, before we contemplate any more.

3 If we are to do this, then I fear that the Progress Review
attached to Michael's letter does not seem to demonstrate the
sort of success we had hoped for. Variations in the success rate
are clear: constrast, for example, Speke - where no private
sector development has occurred - and Corby. Even where we can
see apparent signs of effectiveness, to what extent can they be
attributed to the EZ benefits? The three most successful appear
to be Corby, Swansea and Clydebank. The Corby DA is anyway
proving remarkably successful at attracting investors and it is
certainly arguable that regional policy benefits and location
would have been sufficient to induce most of the EZ development
in any case. Both Swansea and Clydebank have I know been the
subject of remarkable promotion efforts on the part of the
Development Agencies - and the SDA were, I believe, concentrating
on Clydebank even before we created the EZ. To what extent must
we attribute the success to this factor?

4 Michael's Department has of course a full programme of
monitoring in hand. But I gather no results are to be available
before the end of the year. Surely then would be the time to
consider a second tranche - when we know something about the
factors at work, the desirability of the present EZ package and
why some EZs have been conspicuously less successful than others.
Action now would be very much a leap in the dark which might well
do long-term damage to the EZ concept itself.




5 Moreover, I know you will have in mind the relevance to this
question of the proposed Inter-departmental Review of Regional
Economic Policy. Although EZs have always been considered not to
be an instrument of regional policy, they are widely seen as such
and must presumably be considered by the Review. The Review
will, more generally, enable us to clarify our views on the
desirability and effectiveness of investment-encouraging
instruments of all types - questions are of course highly
relevant to the future development of EZs. It will be completed
by the end of the year at the latest. At that time the first
results of the EZ monitoring exercise will also be available and
to my mind this will certainly be the right time to consider the
scope for extending the EZ experiment.

6 I am copying this to the Prime Minister, Members of E
Committee, George Younger, Niehglai/Edwards and John Nott.

/
| ! -~
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CONFIDENTIAL 20 April 1982
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Thank you for sending me a copy of your letter of ‘7 April to
Geoffrey Howe about progress on Enterprise Zones.

Certainly it may not be too earl§ to be considering additional
Zones if resources permit and we have enough evidence on which

to base an assessment. But if we are to do this, I hope we shall
base consideration ca the needs of individual areas rather than
any too fixed ideas about either total number of Zones or their
locations. For my part, I see scope for at least two more Zones
inkﬁgigﬁj(you will recall for example our discussion over a year
ago about designating a Zone on Deeside) and I could not really
go along with the heavy emphasis©n Zones in England your lettar
implies.

I am sending copies of this to the Prime Minister, members of
E Committee, George Younger and John Nott.

The Rt Hon Michael Heseltine MP
Secretary of State for the Eavironment
Department of the Environment

2 Marshaum Street

LONDON
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The Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Exchequer

HM Treasury

Parliament Street y,

LONDON ,
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I have seen Michael Heseltine's letter of T April proposing a

second "tranche" of Enterprise Zones.

We have had representations for further Enterprise Zones from
several towns in Northern Ireland outside Belfast and I would
welcome the opportunity to extend the experiment beyond Belfast
where - as Michael's Annex A shows - we have made an encouraging

start.

I therefore strongly support his proposal for an early decision

in principle to erable us to get action on the ground next year.

I would like to feel that, particularly if the zones were small,
could bid for more than one for Northern Ireland so as to benefit

re than one of the towns outside Belfast where unemployment is up

O
O 36 .5%5%

I am sending copies of this letter to the Prime Minister, Members
of E Committee, George Younger, Nicholas Edwards, John Nott and

Sir Robert Armstrong.
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CONFIDENTIAL

We could also make car that the aim would be to improve the
effectivene f regional economic policy, not to abandon it, and
we could repeat our assurances on the importance which the Government

attaches to stability in regional policy over the lifetime of the

present Parliament. In any case 1 k that we can minimise possible

difficulties about public presentation if we represent the exercise
(should we be asked - I do not envisage that we should volunteer any
announcement) as a2 joining together of departmental expertise to work
on continuing issues. It should be understood from the outset that

there is no question of publishing a report.

work would cover a wide range of
Treasury Deputy Secretary,

Mr. Quinlan., and that the full members of his group should comprise

" representatives of the Treasury, the Departments of Industry, Emr
and Environment, the Scottish, Welsh and Northern Ireland Offices and
the CPR8, with other Departments with an interest receiving the main
papers and attending meetings as necessary I propose that the group
should be free to draw upon outside experts on a discreet basis if
that proved be fu but that there 1ould be no systematic

consultation with

5. After consulting the other Ministers directly concerned I propose
that the terms of ref nce might be as in the attached draft. We
have tried to strike a balance between the needs of calling for a

wide-ranging review 1 of iding one so broad as to be unmanageable

“C

The target of producing a substantive report by the end of 1982 is
intended to ensure proper momentum in the work, but it is a stiff
target. We shall be bet ble to judge how difficult it will be
when the scope of the work become earer. 1 suggest that officials
should be asked to make an interim report about this before the

summer Irecess

6 Progress on work will need »sight by Ministers and you will
wish to consider how this might best be arranged. 1 suggest that
the most convenient solution might be to use the existing machinery

of MISC 14 he Ministerial members under my chairmanship are the

CONFIDENTIAL
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CONFIDENTIAL

REVIEW OF REGIONAL ECONOMIC POLICY

Draft Terms of Reference

1. Regional economic policy should be taken to compromise:
instruments and measures available to Government (central or
local) to influence substantially the establishment, maintenance|
and growth of industrial and commercial activity and employment
in favour of particular areas. Account should be taken of

relevant European Community activities.

2. The review should concentrate upon Great Britain, but take
into account Northern Ireland aspects as appropriate.

2, The review should derive from available evidence the main
features of regional economic imbalance and the causes underlyirg
it, and shoud identify the main objectives of regional

economic policy against the background of the Government's

general economic approach.

4, The review should analyse the nature of and interactions
between current and planned activities of central Government,
Government agencies and local authorities.

5. The review should examine the cost-effectiveness of these
activities and other possible ways of supportng regional economic

development in relation to the objectives identified at 3

above.

6. The reivew should make recommendations for any changes judgd
desirable, on the basis that in general these would take effect
in the next Parliament. It should report progress and seek
guidance as necessary from Ministers concerned, and should aim
at producing a substantive report by the end of December 1982.

CONFIDENTIAL




2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

=] April 1982

1 enclose at Annex A 2 report on the workings of the 10 Enterprise
Zones now in operation. The remaining one, in the Isle or Uggs,

will be designated at the end of next month. The repcrt is in
summary form for ease and speed of comparison.

My own view is that the policy to embark on such Enterprise Zones

has been more than Jjustified by experience and has fully lived up
to your origina concept.

We now have to make a decision about whether we wish to see any
more within a time scale that will have an impact within the
1TTetime of this Parliament.

As you know, there are statutory procedures as set out in Annex B.
Before these come into play we would have to select the next group

of sites from the bids we would get from local government or the
private sector. 1f we invited bids this Spring, we would not get
the chosen Zones designated before the end of this year.

For results to be seen next year on any scale, therefore, we would
need to take an in principle decision shortly.

T would go for another tranche of about 10: one each to Scotland,
Wales and Northern Ireland, if they so wish, and seven for England.
Based on past experience I would 2im for smaller sites
200-250 acres), the costs of which in England could rise about
£18m per annum for rates compensation and about £9m per annum for
the capital allowances/. There is plenty of room to avoid
competition, particularly as industry is more optimistic now.

I am copying this to the Prime Minister, members of E Committee,
George Younger, Nicholas Edwards and John Nott.

MICHAEL HESELTINE

The Rt Hon Sir Geoffrey Howe QC MP
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CONFIDENTIAL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWI1E 6RB
TELEPHONE DIRECT LINE 01-212 3301

SWITCHBOARD 01-212 7676

= December 1981

Michael Scholar Esq
Private Secretary to the
Prime Minister
10 Downing Street

London SW1

DW H’«um(.

SUSPENSION OF INDUSTRIAL DEVELOPMENT CERTIFICATE (IDC) CONTROLS

In his letter to the Secretary of State for Wales of 30 NOovember,
my Secretary of State proposed that the Government shtuld
announce the suspension of IDC controls during tomorrow's Debate
on the West Midlands.

2 My Secretary of State discussed his letter with those
Ministers most directly concerned with IDC policy and they are
content with his proposal. We have had no other comments. Mr
John MacGregor will, therefore, announce this decision during
tomorrow's Debate.

3 I am copying this letter to the private secretaries to the
recipients of earlier correspondence on this subject and to the
private secretaries to the Leader of the House and the Chief
Whip.

Vows eier

/’[Z,Lwa(

RICHARD RILEY
Private Secretary

CONFIDENTIAL




Treasury Chambers, Parliament Street, SWI1P 3AG

Rt Hon Patrick Jenkin MP

Secretary of State

Department of Industry

Ashdown House

123 Victoria Street

London SW1E 6RB 3 December 1981

IDC POLICY,

Thank you for sending me copies of your correspondence with
Nick Edwards and George Younger, ending with your letter of
-30 November, about possible changes in IDC policy.

I agree that there is a case for suspending IDC control and the
forthcoming debate on Friday seems to provide a suitable oppor-

tunity to announce the change.

Copies of this letter go to the recipients of yours.

LEON BRITTAN
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‘?hh&—t nuw.ﬁh.\-

Caxton House Tothill Street London SW1H ONXF

Telephone Direct Line 01-213__ 6 ll 99_.______,__ "

Switchboard 01-213 3000
GTN 213

Rt Hon Patrick Jenkin MP

Secretary of State for
Industry

Ashdown House

123 Victoria Street

LONDON

SW1

Bepl d

IDC POLICY

Thank you for copying to me your letter of 10 November to

George Younger suggesting possible changes in the system of
Industrial Development Certificates. I have also seen his reply
of 24 November and Nicholas Edwards' letter of 23 November.

I entirely agree with you that the IDC system has had its day.

I understand Nicholas Edwards' concern that this would be

regarded as a weakening of our regional policy, but I am sure he
azrece tha*, subject to the important question of presenta

there 1s no point in maintaining a burden on industry that
has next to no practical value.

As to the timing of an announcemenu, I think that George Younger
and Nicholas Edwards have a point in saying that there would be
advantage in waiting until the results of the review of Assisted
Area qunddPleS are available and announcing the two things
together. By then nearly three years will have elapsed since
Keith Joseph's announcement about regional policy on 17 July 1979,
in which he said "I am satisfied that the IDC procedure can still
be useful” - long enough for us to contend that conditions have

CONFIDENTIAL




CONFIDENTIAL

altered in the meantime. Unless there is a pressing need to go
ahead now I would therefore think it better to include this in
the outcome of the Review.

I am copying this letter to the recipients of yours.







Northern Ireland Office
Stormont Castle
Belfast BT4 3ST

W

Rt Hon Patrick Jenkin MP
State for Industry
pa of Industry
ishdown House
123 Victoria Street
LONDON
SW1E 6RB 2. December 1981

IDC POLICY

Thank you for sending me a copy of your letter of 10" November
To George Younger proposing a suspension of the present system
of IDC controls.

I agree that these controls have outlived their usefulness
and I agree that they should be suspended.

I am copying this letter to recipients of yours.

L~







DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWI1E 6RB
TELEPHONE DIRECT LINE 01-212 3301

SWITCHEBOA 01-212 767«
- s f\){' } RD 1 £
Secretary of State for Industry -

Tele [um Elhiion

, 30 November 1981
M AN

Rt Hon Nicholas Edwards MP Mes - : \
Secretary of State for Wales PWW*- Mdua st/

Welsh Office —

Gwydyr House

Whitehall SW1 / Conkemk  fov Mﬂuﬁmjv/

o Anwewr L $vs?0wn'm dz (1dC

. LA :
i:i)q;;m, (\{(c(l! conkwls | .3 Dufﬂdﬁd

30/l
IDC POLICY s 3o/l

Thank you for your letter of 23 November commenting on the
possible changes in IDC policy outlined in my letter of

10 November to George Younger. I have also seen George's
response of 24 November.

2 Whilst I would not wish to under-estimate the points you make
in your second paragraph, I do not think they are decisive
arguments against ending IDC controls. 1 accept that the IDC
procedure has some value as a source of information about
potentially mobile projects but I do not believe that retention
of the control can be justified on information grounds alone nor
that it is a necessary underlay for our policy of steering inward
investment as far as possible to the Assisted As far as
your suggestion that the exemption limit shou
50,000 to 100,000 square feet is concerned, I do not think that
this would serve any real purpose; 1in particular, it would do
f1ittle to reduce the substantial administrative burden on
industry and would virtually eliminate the scope€ for departmental
staff savings. If we are to make changes in current policy,
suspension 1is the only realistic option.

3 As regards the timing of any change, there is, as George
Younger says, a case for delaying any announcement until we have
completed next year's review of Assisted Area boundaries. On the
other hand, an immediate announcement that we are suspending the
control would help us considerably in resisting further claims
from the West Midlands for Assisted Area status and would be
warmly welcomed DYy industry and by our supporters. Nor can I see
that it makes sense to continue even for a short time to operate
an expensive and purdensome control which no longer serves any
effective purpose.

CONFIDENTIAL




4 T believe we should make an announcement at the first suitable
opportunity and I proposs therefore that John MacGregor in winding
up next Friday's debate on the West Midlands - which will
certainly produce strong complaints about IDCs from Members on
both sides of the House - should make it clear that whilst
maintaining a strong regional policy we intend to take immediate
steps to suspend IDC controls. Unless I hear anything to the
contrary by 1lam on 3 December, I will assume that you and other
recipients of this letter are content with this course.

5 I am copying this letter as previously to George Younger, Jim
Prior, Michael Heseltine and Norman Tebbit and to the Prime
Minister. Copies of the letter and our previous correspondence
on this subject also go to other E(EA) colleagues and to Sir
Robert Armstrong.

CONFIDENTIAL
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The Rt Hon Patrick Jenl
state

Secretary of for
Ashdown House

23 Victoria Street
LONDON
SW1E 6RB £ /-November 1981

IDC POLICY

Thank you for your letter of 10 November about your proposal to end the
current system of IDC controls.

e A e
I recognise that as presently coperated the control is of o practical
value in regional policy terms and that ending it would seem a logical
step to take. It would also, as you say, be in line with our overall
policy of reducing administrative burdens on industry. Nevertheless,
the control has long been regarded as a regional policy instrument and
an announcement to end it will be seen, however unjustly, as a
weakening of our regional policy effort and as evidence of a lack of
commitment to the assisted areas. There would be all the more danger
of this, in my view, if such an announcement were to be associated with
any decisions which may be made to reduce the rate or coverage of
Regional Development Grants.

I am Qgt ificlined: €0 argue for retention of the control but I thinkeit is
essential to get the timing and presentation of the announcement right.

I am strongly of the view it should be delayed until it can be linked
with our announcement of decisions on the assisted areas review. This
would place the matter in the contéext ofour overall regional policy

and might serve as some comfort to those areas which are losing their
assisted area status.

I am copying this letter to the recipients of yours.
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Y SWYDDFA GYMREIG {(" i WELSH OFFICE
GWYDYR HOUSE AT GWYDYR HOUSE
WHITEHALL LONDON SWIA 2ER : o WHITEHALL LONDON SWIA 2ER
Tel. 01-233 3000 (Switsfwrdd) Tel. 01-233 3000 (Switchboard,
01-233 51406 (Llinell Union) 01-2336106 (Direct Line)
Oddi wrth Ysgnfennydd Gwiadol Cymrd Mhe Rt Hon Nicholas Edwards MP  From The Secretary of State for Wales
CONFIDENTIAL

leijOvember 1981

___,j:)zf\ Q»‘*”"‘f'/L

Thank you for sending m
George Younger about po

e a copy of your letter of 10 November to
ssible changes in the existing system of 1DCs.

——

I start from the position that IDCs have undoubtedly in the past
contributed much to development in areas such as Wales and that any move
formally to abolish them would be regarded as a step back favouring

the non-assisted areas. For a variety of reasons, of course, the
control's immediate value in diverting industrial growth *2 axrcas

which are in particular need of it has become less in recent years

but I would be reluctant to agree that we should now abandon the
control on that count alone or indeed on the basis that it will secure
administrative savings. While I do not in any way underestimate the
importance of the latter I believe the cost of the control can be
justified in two ways. DFirst, the continuing reed to know of companies
investment plaus at an early stage in order that the advantages of
assisted area locations can be brought very clearly to their attention
at that time and second, the need to ensure to the maximum extent that
we can that new projects being set up by overseas companies are located
in assisted areas. In some circumstances we may have to concede on
this requirement in order not to lose a project to the UK bult such
cases are at best bound to be few and if we do wish to keep them to an
absolute minimum this can best be done by having the IDC confrol in

the background.

T would therefore prefer no change but I wonder whether simply raising
the ceiling, for example to 100,000 sq ft, would be a possible course U«
follow. Such a change could be made now and without technical difficul
If thereafter we felt obliged to go further I would want to argue for
suspension rather than abolition of the control and a deferral of any
announcement, as you mention in your letter, until it could be set in
the context of a wider statement on regiocnal policies.

——
1

I am sending a copy of this letter to the Prime Minister, George Younger,
Jim Prior, Michael Heseltine and Normal Tebbit.

The Rt Hon Patrick Jenkin MP \/
Secretary of State for Industry
Department of Industry

Ashdown House

12% Victoria Street

IONDON
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 330‘1

SWITCHBOARD 0!-212 7676
Secretary of'State for Industry

/O November 1981

The Rt Hon George Younger MP
Secretary of State for Scotland
Scottish Office

Dover House

Whitehall

London SWH1l

I am writing to seek your views and those of colleagues on
possible changes in the present system of IDC controls.

2 You will recall that in July 1979, Keith Joseph abolished
IDCs in Intermediate Areas and raised the exemption limit in non
Assisted Areas to 50,000 sq ft. Subsequently, in June 1980, we
made IDCs for speculative developments freely available subject
only to the condition that %g_gggg_gf a development covered by an
IDC could be occupied by a firm moving from the Assisted Areas
(AAs) and that no firm could occupy more than 50,000 sq ft.
The broad effect of these changes is reflected in the
ached breakdown of applications received between August 1979
30 June 1681. This shows that 372 applications for
elopments over 50,000 sq ft were submitted in this period
;ainst total a“pllCct ons of 3,700 in the two years up to
gust 1979) of which speculative developments accounted for
were approved. The exemption limit
t the control
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industrial efficiency and the economy as a whole. Ending the
control would also produce significant savings in Civil Service
staff costs, £100,000 a year immediately in DOI and more from 1
nuggggﬂgggg when the control is due to be re-imposed in areas
losing AA status. Against this, any change in the present
system would be presented by our opponents and the regional lobby
as a weakening of regional policy but, conversely, the removal of
the control would be warmly welcomed in the West Midlands and,
for this reason, helpful in resisting claims for AA status from
that region. It would also avoid the political problems
involved in re-introduecing IDC requirements next August in
downgraded areas. The regional policy arguments thus cut both
ways.

5 My view is that the IDC system has outlived its usefulness
and that we should bring it to an end. IDCs played_gigagffive
role in regional policy in the 1960sS but there-are now far fewer
mobile projects and the main focus of regional policy now and in
the future must necessarily be on encouraging indigenous growth
in the AAs though the development of new and existing businesses.
IDCs are largely irrelevant to such a policy and the limited
contribution they can make is outweighed by the substantial cost
of operating the control and the negative effects on industry.
In practice, the only thing lost if the control was ended would
be the opportunity to ensure that firms considering new
investment were aware of the incentives available in the AAs but
we could meet criticism on this score by stepping up our current
efforts to improve industry's awareness of regional (and
national) incentives and by making it clear that inward
investment - which accounts for a substantial proportion of the
large ' mobile projects coming forward in any one year - will
continue to be steered as far as possible to the AAs. For the
rest, all we would be doing would be to bring the poliecy into
line with what has been the practice under successive governments
over the past 10 years.

6 If we do decide to end the control, we have two main options:
2 outright abolition; or
e ey e

b suspension through legislative action.
' (=

raising the exemption limit so that the
ndful of cases or indicating to

ions will be approved automatically -
are ruled out on leg unds and would neither remove the

=
Srciiet P P - g e oo 5
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Intermediate options -
control bites on only
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has political attractions but would require primary
islation to repeal the relevant provisions of both the Town

g tountry Planning Act 1971 and the Town and Country Planning




(Scotland) Act 1972. Suspension, on the other hand, could be
achieved by a Statutory Inmstrument subject to negative

resolution whichrTeEVORE® TH® current Orders (one covering England
and Wales, the other Scotland) which prescribe the classes of
industrial buildings covered by IDC controls. There is of
course a fine distinction between abolition and suspension but so
far as industry (and the regional lobby) is concerned the-
practical effect would be the same. My view is that giver. the
difficulties and delays involved in primary legislation we should
opt for suspension.

8 We also need to consider the timing ¥-action with some
care. If we are going to suspend” the control, logic suggests we
should do as quickly as possible but there is a case for doing
nothing until we have completed next year's review of AA
boundaries and then announcing suspension and the results of the
review at the same time. Presentationally, there may also be
advantage in delaying action on IDCs until any changes arising
from the current discussions about Regional Development Grants
have been announced and taken effect. On_balance, I am still
inclined to move quickly.

9 I am copying this letter to Nicholas Edwards and Jim Prior
and to Michael Heseltine and Norman Tebbit since both have a
departmental interest in IDCs. In view of the close interest
she took in the 1979 policy review, I am also sending a copy to

the Prime Minister.
\//'L H




ANNEX 1

IDC APPLICATIONS : 1 AUGUST 197G - 30 JUNE 1981

Over 50,000 sq ft to e T [ Ma]
100,000 sq £t Over 100,000 sq ft Total

Est Additional Est Additional { Est Additional
Area

|
o Employment Employment J Zmployment
|

Males Total Males Total Males
sq ft \ sq ft

i
1
|

hug-Dec 1979 s 2762 760 L686 949

Jan-June 1981 Lgsp 1040 15919 2545

i
E
1980 7549 4533 15899 2585 _ 3L, ]
I
|

TOTAL 15263 6333 : 36504 6079
] -

L

Notes: (1) A further 65 appﬂications ware received in this period'involvfég developments
of less than 50,000 sq ft.

(2) A1l applications were approved.
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10 DOWNING STREET

From the Private Secretary 7 July 1981

BTA SO

MERSEYSIDE

As you know, your Secretary of State called on the Prime
Minister this morning to discuss the situation on Merseyside
and any initiatives which the Government might take to improve
the economic prospects of the area. Robin Ibbs was also
present.

They had a general discussion, in the course of which
Mr. Heseltine explained why it was taking so long to get the
Urban Development Corporation established. The various
Parliamentary and planning procedures had made it impossible to
move any faster. He went on to say that the private sector,
given the history of industrial relations in the area and now
the riots in Liverpool, was unlikely to offer a solution to
Merseyside's problems. If there was to be a revival, the Govern-
ment would have to provide the lead. A number of worthwhile
projects were already being undertaken - Mr. Heseltine cited
the Prince's Boulevard Scheme as an example - but a very sub-
stantial increase in spending would be necessary if the situation
was to be improved significantly. In order to have a major
impact, additional spending rising to £100 million per annum
within three years would be needed. This extra money was needed
partly for the housing programme and partly for infra-structure
iprojects. He was already examining the options for improving
derelict land, and he hoped to let the Prime Minister have a
note on this by the weekend. If the Prime Minister would like
him to take a more substantial initiative, for example on the
lines envisaged at the recent meeting on Merseyside, he would
need both extra resources and some assurance that he would be
able to influence other colleagues' spending decisions as they
affected the area. If substantially more money were to be spent
on improving derelict land and other projects, it was for
serious consideration whether this work should be carried out
by labour-intensive methods so as to maximise employment, even
if this would be more expensive than doing it by normal methods.

I am sending copies of this letter to Robin Ibbs (CPRS) and
David Wright (Cabinet Office).

T. P. LANKESTER

David Edmonds, Esgq.,
Department of the Env1f6nment.

‘Kt\'%- ILE twl




CONFIDERTIAL

2 MARSHAM STREET
LONDON SWI1P 3EB

vnmd A&~ EBL
My rebo Al

Your ref: RJh :
3 July ’198’1u:’ ‘-’-

bing,

ENTERPRISE ZONES FOR CHATHAM AND PORTSMOUTH : . IE
R - [ ’ Lol f -
Thank you for your letter of 30 June. T womld like to help Chatham
snd Portsmouth, for 211 the reasons you mention. But I an very %’
clearly hemmed in by the time constrszints I mentioned to you. ()

\

+ E Committee last January we considered the possibilities of
sdditionsl enterprise zones, expecizlly in steel closure areas.
Roth Geoffrey Howe znd I have been concerned that EZs should not
be too closely ascociated with closures: such a link would generate
demends from places hit by large scale closures that I do not
think we could meet while retaining the ides of EZs as an experiement.
We should have to answer every mzjor closure with an EZ. In the
event in Jsnusry it was decided that we should awelt results from
the current zones before adding more. This was, of course, reflected
in Tom King's answer to which you refer. I Telieve we could only
announce Chathsm or indeed sny other site as part of s larger package
of "second stage" Eis.

L
Enterprice zones are, of course, quite expensive in terms of rate
income foregone: that is one resson why we are monitoring their
effectiveness, and why they sre so far, experimentasl. Yourpoint
that the dockyards will not close until 1984 would give us some
time to do this. But when we znnounced that there would be no
further zones for the time being we were concerned to avoid prolonging
uncertainty. To announce now that we might designate 2 particular
ares in a couple of years would introduce just such uncertainty which
would, if anything, deter investment in the area. For this reason,
it would, I believe, be a mistske to say enything at all about an
EZ in Chathem at this stage. I would, however, be very happy to
100k &t this with collesgues in 6 months time in the light of progress
generally. =

=

e

You also asked about other steps which might be taken. Portsmouth
zlready receives some help under the Urbzan Programme with schemec

for providing jobs locelly; and we might be able to do something slco
for Chatham. But it would certainly not be possible, within existing
resources, for this to be other than marginsl - though obviously

T will give sympathetic considerstion to eny projecte the district
councils put to me.

1 =7 copying this letter to recipients of yours.
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Liverpool

Following your reply in the House yesterday that you would visit
Liverpool '"rather sooner than I had thought'', I hope it might be
helpful to consider what you might do and who you might see

on a one day visit.

In view of the economic and social climate, I do not think that you
should have any party, social engagement on your visit. However,
I do believe it would be demoralising if you did not meet some of
our own people separately whilst you were in Merseyside.

The list below of possible engagements is not in any order of
merit.

1. Lord Mayor and Community leaders

Discussion (visit Toxteth unannounced?)

Urban Development Corporation

Boost and meeting with the Chairman

Police Chief and Senior Officers

Briefing
Enterprise Zone
Progress Report (Visit site?)

Successful Private Enterprise

J Bibby (Visit ?)

Party workers

Meeting with MPs, Candidates, Constituency Chairman and MEP
(not as a social occasion)

Modern Port facility

Seaforth or elsewhere

TV and Radio Interviews

Regional - BBC and Granada (5 minutes)

Local Radio

Possible phone in programme
or short interviews with BBC/IRN

ILocal Papers

Liverpool Post, Liverpool Echo Meet Editors

/Continued .....




There could be a working lunch with the two editors or with the
UDC or Enterprise Zone people.

Would you like to see a draft programme incorporating same or all
of these engagements?

|
bea

Derek Howe

8th July 1981

cc Clive Whitmore
Willie Rickett
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1. PRIME NISTER
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LIVERPOOL FILE

Sir Hector Laing rang yesterday to say that he had been sent a

copy of the letter written to you by Sir Douglas Crawford

regarding Merseyside.

-

>

Following your Parliamentary answer in the House last week
that you were considering a visit to Merseyside, Hector is

anxious for you to consider a visit to his United Biscuit factory

up there, Needless to say, he says it is doing splendidly.. ...
I obviously did not commit you in any way at all, but wouia you
like us, when we put together a programme for Liverpool, to
take into consideration Hector's factory, having of course

checked with Industry that it is as good as Hector says it is?

12
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1 July 1981
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MINISTRY OF DEFENCE WHITEHALL LONDON SW1A 2HB

TELEPHONE 0O1-218 9CO
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F”( 30th June 1981
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ROYAL DOCKYARDS

We had a word on the telephone yesterday about the action we
must set in hand following my announcement in the White Paper I
published last Thursday (Cmnd 8288) that the Royal Dockyard at

to close in 19284 a =t there will be a very

TR T AR I T
sharp reduction in the scope and volume of dockyard work at

Portsmouth.
#

Chatham is, I think, the more difficult problem (although

there will also, of course, be real problems in Portsmouth) and
I suggested to you that there would be advantage in declaring

the area an Enterprise Zone for 1982/83. The job loss in the

dockyard itself will be over 7000 - some 5000 industrials and
gy e g

some: 2000 non industrials - and although some of the latter will
T W —— A

be moved to other areas there will inevitably be a large number

of redundancies over the next three years. The Government will

e Y . oy e e s
have to do - and be seen to be doing ~ as much as we possibly
can to compensate for this job loss and a prime element in this
e

might be the creation of an Enterprise Zome. The facilities at

The Rt Hon Michael Heseltine MP 1
MANAGEMENT IN CONFIDENCE
CONFIDENTIAL
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the Royal Dockyard - comprising as they do a complete industrial

estate of about 640 acres with three basins, wigg_many docks,

major machine shops, stores buildings, office accommodation and
e e it

electricity generating sub-stations = should prove attractive

to the private sector.

I realise that it was recently decided that no further.
Enterprise Zones would be nominated for the time being and I
understand that Tom King gave an Answer in the House accordingly
yesterday. But I am thinking, as I said, of 1982/83, and I

would welcome your early advice on the possibility of making a

special case for Chatham and also on any other steps which might
be taken if we are not rapidly to be forced on the defensive. It
is relevant that the Honse will be debzating the White Paper tod
week, Tuesday 7th July; as you will know Peggy Fenner and

Freddie Burden find great difficulty about my proposals.

I am sending copies of this letter to the Prime Minister;
and to Geoffrey Howe, Keith Joseph, Christopher Soames and
Jim Prior; and to Sir Robert Armstrong. I should particularly

welcome comment from Jim Prior.
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John Nott
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