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CONSTRUCTION INDUSTRY PRICES AND DEMAND PRESSURES

¥ October 1990

I was grateful for your letter of 5 September about falling orders
and weakening prices in the construction industry.

L As vyou say, the figures have important implications for the
funds required for any given level of output. The wvolume of
construction that can be bought by existing provision 1is
significantly larger than was expected when the baselines were set
in the 1989 Survey. This is particularly true cutside the private
housing sector. I understand that the Royal Institute of
Charterad Surveyors have forecast that the level of new teander
prices in 1991-92 will be very much lower than they were expecting
a year ago.

3. I certainly cannot accept that we should increase public
axpenditure to take advantage of thesa developments on
construction prices. Given the fact that departments are already
enjoying windfall gains in the purchasing power available within
existing plans, to increase cash provision for construction is
unaffordable, and appears also to be unnecessary.
Departments should be examining their spending on construction to
ensure that they are making full use of the scope for savings that
this offers when compared with earlier estimates.

4. It will also be a helpful presentational point for colleagues
to make that in terms of recent and new contracts, the purchasing
power of the baseline provision will be substantially higher than
expected a year ago. Local authorities will of course benefit
from this, as well as departments.

5. 1 am copying this letter to the Prime Minister and Cabinet
colleagues, and to Sir Robin Butler.

e—
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COMSTRUCTION INDUSTRY PRICES AND DEMAND FRESSURES
!
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Chris Patten wrote to you last year, as his predecessor had
to yours the year before, to summarise tha state of prices
and demand in the construction industry. This letter sets
out our assessment of the industry's position this year;
and is background for the Public Expenditure Survey
discussions.

The two central points of interest are the substantial
contraction now facing the construction industry, and the
accompanying fall in the relative price of construction
work. The construction industry is no lenger helping to
push up the inflationary spiral. It is beginning to help
hold it back as it did in much of the 1980s. Thea table
below shows the ocutturn of construction industry price
increases in the past twe years; compared with our previous
forecasts; and our forecasts of relative construction
industry prices for the ocurrent year.




Congtruction Industry Pfice Increases Relative to General
Price INCreases

Year 87/88 to 8Bs89 B8B/89 to B9,90 89,90 to 90,91

"BOE
Forecasts" 2=10% above 2=1% above 0=3% below

"Outcomes"

All new
construction
prices 5-6% above 3-4% above

Whole industry

{implied deflator

including cepairc

& maintenance) 2=3% above 0-1% above

Hote: The two '"outcomes' diverge becauses the fixed

weights in the all new construction index giwve
greater weight to sharply risen prices in e.g. private
housing than the current weigqhting in the implied whole
industry deflator.

This turnaround in the relative price of construction is
being achieved against a background of total output of the
construction industry that was higher than expected in
1989, and still rising into the first quarter of this year.

For housebuilders however, the credit sgueeze has already
bitten. Their output has been falling since 1988 under the
impact of high interest rates. New private housing demand
may be bBeginning to bottom—out, but only at levels of
severe recession. Private demand still remains fragile.
Output of new subsidised housing is now substantially lower
than it was in the 15981 recession.

The industry's ocutput has been maintained by the sxpansion
of private industrial and commercial new work. The Eigures
for orders, and in particular the new inguiries, show that
the squeeze is now hitting this stream of investment also.
These projects take time to complate. The decline  in new
starts will mean lower ocutputs for these customers for two
Years or more,

Heavily borrowed companies have been suffering severely
under the pressure of high interest rates. The industry in
general is experiencing a sharp squeeze on margine for new
work. Developers' returns are being sgueezed by the
prospect of a major overhang of unlet commercial space.

—




&9

overall, the industry’'s forecasters expect these weakening
macrkets to lead to a &5 or 7% fall in total output over the
next two years. The resulting spare capacity may lead to a
reduction of 50-100,000 jobs in the industry (a major part
of the general risze of unemployment expected by many
oputside forecasters) as well as falling relative prices.

The decline in real prices, and the emergence of spare
capacity, hae helpful implications for the public sector's
own investment decisions - especially in sectors such as
house building where public sector demand is low relative
to general demand. We can expect construction programmes
to show unusually good value for money over the SBurvey
period, and this will be relevant te Survey decisions on
the timing of investment, as well as on the funds reguired

for any given level of output. We cannot expect conditions
ko be ag favourable in the mid-1930s.

Copies go to colleagues in other Departments.

AR

MICHAEL SPICER

Chief Secretary to The Treasury
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CONSTRUCTION INDUSTRY PRICES AND DEMAND PRESSURES
Thank you for your letter of.8& September.

It seems to be common ground that:

(a) construction output price increases this year far exceed
thoge for industry as & whole. You say construction
prices in 1989%-90 are rising 6-7 per cent faster than
the RPI. This is a sign of severe overheating; and

(b} we need to respond to construction market signals in
phasing our spending priorities.

But your letter ends by saying that:

"indications now suggest that the construction industry
should be able to cope with likely lewvels of demand over the

PES period and beyond.”

It is not entirely clear what this is meant to imply for policy.
But if it is meant to suggest that concerns about overheating in
the industry should not deter us from accepting spending
Ministers' massive construction bids, I strongly disagree.

It is perfectly true that some outside forecasts show construction
output flattening out temporarily next year beforea rising again
thereafter. But this is based on the assumption that demands from
the public sector - apart from housing which would £all - will be
roughly flat next year.




28>
This assumption is wery much at odds with the dramatic rise in
public sector demand on the industry which would follow from
accepting the massive bids made by colleagues. In aggregate the
increase of something like a guarter between this year and next
(with a further substantial increase in the following year) would
ansure that overheating would remain a serious problem. This
assessment, as well as considerations of affordablility, lay behind
John Major's recommendation, which Cabinet accepted, that the bids
should bae drastically scaled back and phased. Although some
individual construction programmes may be a relatively small part
of the total, it will be necessary for all colleagues with
construction bids to contribute to ensuring that we do phase
demands on the industry in such a way that overheating does indeed
fade away and does not recur.

A massive growth in overall demand on construction would be likely
toc have a pervasive impact on almost all sectors via the markets
for labour and ekille and also for materials. This Iimpact would
be felt in the trade deficit in construction materials (now
running at an annual rate of around £3 billion) and in price
increases in 1990-91 and beyond. Cabinet agreed that the top
priority was to get inflation down, and that continued tight
cantrel of public expenditure was aessential.

I am copying this to the Prime Minister and to Cabinet colleagues.

il il
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er HORMAN LAMONT
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CONSTRUCTION INDUSTRY PRICES AND DEMAND PRESSURES 3 ; 4
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i regret to say that in my Secretary of State’s letter gf-8 ACayude-
September to the Chief Secretary on this topic a paragraph was
omitted after paragraph 2. The missing paragraph reads as follows:

"A simliar forward look this year would suggest lesser
increases in construction prices. The likely range for 199091
would be 2% to 7% above general inflationg falling in 1991/92
toc a range from a little below general inflation to a small
percentage point above. Of course, some particular sectars may
continue to do better than these ranges suggest."”

My apologles for any inconvenience this may cause.

Copies go to Paul Gray at No.l0 and te the Private Secretaries to
all members of the Cabinet.

R BRIGHT
Private Secretary
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CONSTRUCTION INDUSTRY PRICES AND DEMAND PREESURES

Papers for the PES Cabinet in July referred to pressure in the
construction industry. You may recall that there were concerns
about construction over-heating last year also. MNicholas Ridley
wrote te John Major on 31 August 19588 to set our the Department’s
judgement of the situation then. It is worth reviewing that
asgessment, and bringing it forward a year.

Micholas’s 31 August letter looked forward to national construction
prices in 1989/90 rising 5%-10% faster than general inflation. the
two broadest price indicators for the industry are those for new
constructien, and the implicit deflator for the whole industry. On
average for the financial year, these rose 7% and E% more than the
RFI, respectively. Tender prices for publi? sector building rose
rather more, 10% over the RPI.

.
Output in the construction industry is forecast to show no growth

between 1985 and 1990, Resumed growth foreseen in 1992 should be at
a slower rate than in the last 5 years. Housebuilding has already
slowed, as you will know. My bids for social housing allow for
continued headroom in house building and repairs. Reports of some

softening of tender prices foreshadow the expected reductions in the
pace of other building, Materials stocks have already risen.

Construction margins are likely to be squeezed as increases in costs
decelerate more slowly than cutput prices. Nonetheless, the
industry is aware of the medium-term prospect for renewed growth of
output, and of the need to prepare for it.
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A8 Nicholas reminded us last year, we all need to respond to the
construction market signals in phasing our spending priorities.
These indications now suggest that the construction industry should
be able to cope with likely levels of demand over the PES period,
and beyond.

——

Copies go to the Prime Minister and Cabinet colleagues.
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CHRIS PATTEN
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THE CONETRUCTION INDUSTRY

Last week you asked me for some sourcing figures on the
construction industry. I understand that you wanted to consider
thesa in connection with the possible impact on the trade balance
of additional public expenditure on infrastructure,

I am sorry that this has taken so long; through one of the guirks
of departmental 'responsibility' we have to verify these with

DoE.

You will see that the picture iIs better than I predicted on the
materials side; rather less good, though not embarassing, in the
field of egquipment and machinery.

.
I would further comment

i. wirtually all raw timber is imported (not shown on the
table}. iy

gpecialisation and cross-sourcing by multinational
manufacturers in the machinery sector (as in road
vehiclasa) is open to differing interpratations in getkbing
at a 'real' figure.

even the traditional private-owners' badge, the

Georgian door (ex Korsa) which people put on their newly
acquired council house is subsumed within a total of 15%
import penetration, chle. (daf "'-l-u-l.n'-?

So it looks (but could of course only be verified by a survey)
that there iz scope far further expansion of activity in this
sector without distorting the present sourcing patten. Ewen at
present of course Che Oet SUmME are considerable e.g. the overall
expenditure on stones is 2.6 Bn. Seven per cenk of this is

£188m on the deficit. ;AF
I

NS
\

%
ALAN CLARK

WOBAZLZT




MATERIALS IN CONSTRUCTION INDOSTEY

TOTAL UK MAREET (EST) MAREET SHARE

1)1 Imports
Manufacturers

Em %

Constructional
Stealwork 2054 87

Builders Carpentry
and Joinery 1388 a1
of which
Wooden doors 443 BS
and frames units ('000s) 15021 70
Window fFrameas 328 o7
units ('000s) 7582 98

Metal windows & doors
Bluminiam 606G 93
Stesl 169 91

Platics bulilding products 1340 93
of which

Pipes & fittings 512 93
Sanitary ware 164 79
Door & window framcs 475 87

Stone, sand, clay

and gravel etc 2684 93
of which

Band & gravel 547 93
Slate and slate

products 48 76

Flat glass 66

Glazed tiles 52
'000 sqm 39

Structural clay products 94
of which
Building bricks ; 949

Cement, lime plaster, etc 95
of which

Cemant a5
Mortar 97

{a) Pigures for 13B7




TOTAL UK MABEET (EST) MAREET SHARE

0K Imports
Manufacturars

%

Construction & Barth-moving
Egquipment

Total (including parts)
(excluding parts)

af which

Excavators, trenchers,
diggers, etc

Dumpers & dump trucks
Ceament & mortar mixers

Asphalt, etc machines

Dthar (a)

Notes — ARll figures are for 1988

Thera is a considerable degree of specialisation in
this industry in that manufacturers produce some models
in the DEand other overseas, and because of this; the
import penetration is matched by a high percentage of
UE production going to export. The overall percentage
of UK production which went for export in 1988 was 50%

{a) The balance of egquipment not separately listed
above.

WOLATT
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FRIME MINISTER 15 April 1987
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CONSTRUOCTION INDUSTRY PERFORMANCE

The: Jeremiahs go on trying to destroy cur new-found business

confidence; "the private sector could never undertake a

naclear power statlon like Sizewell - the risk of delays and

cost over-runs would be unacceptable™; "we won't see a

Channel Tunnel unless the Government is prepared to
underwrite the construction risks", Meanwhile the body of
evidence sustaining such carping fades into the 1970s.

—

Last week NEDO published the results of a recent study
=
showing that of 25 engineering construction projects

completed since 1981, or due to be completed later this
—
year, only one has been completed 5 months late; the rest

e——

have been buillt either largely to schedule or to the

client's satisfaction. Eight schemes were built ahead of

schedule and six were under budget (refer overleafl],
— —

The results rebut the familiar portraval of the British
constraction industry as badly-plannedk paarly—manaqedfand
hopelessly strike-prone. Many factors have contributed to

this impressive turnaround. As important as any has been
the recognition that the management of a major project

e i T ; -
requires a high order of dedicated professionalism, the

-—-—-_.. "
Facility te apply the latest computer-based aids to planning

and control and - as always - leadership qualities of a high
order. The new generation of British project managers and
their professional teams can now hald their own against the

international competition.

This has far-reaching implications. With confidence that

construction uncertainties and risks are relatively low and
manageable, the private sector has greater incentive to be
enterprising and innovative. Significant private sector




initiatives in the transport and energy fields are quietly
being developed. &8s construction risks reduce the cost of
risk capital comes down. BAnd a good track record at home

means that our construction industry is better placed te win

export business.

EMGIMEERING COMNSTRUCTION FROJECTS SINCE 1781 HATIOMNAL AGREGMEMNT

Project

—

Year of
completion

F;:r.f-nmnre

Teme boat
ehrstgh dhputes
By percerrtaps of
Fllnhoairs

T‘J.;Hl'h fidclear power ptadion-—
airth Seotland Electricity Board
Dirax Al coaldieed pawsr u:llrtinn
= FL:R
Haypsam npclesr power statlom
—i_FGE
Sellafield—abte dnm sxchange
#fMpemr plant—BMFL
Sellaficdd—tus| Fandlimg plan
—HHFr
Fart Talhat het virip mill<BSS
Redoar blask furmare pebylld—REE
Billinghern rdiric scid plant=iCj

Essimpion renigh as-rhore stermgs
Tasility-for Bdilaby Gy

Harcsmbe Bay teminal—Britiah G

Pembrake continmsin ceblyse
regeneration featalptlc refining
i rwarm

Pembroke wihresaker—T s

Maissanrren atylons whle—Eeag

Erangemouth sthenal plant=fpP

Emrington a1 termingl=Ep

Killimphesie—Lindser oll riflnery
Expanalag

EH¥im = Lindeey all reflmery
MTRE/TAME proj=ct

Cuiham— oine Eurnpeps Taures
nistlear fisian research project

Parvy silllcome plant—Dow Corning -

Eialry witamin C praduction plant
=koltn Ls Roche

Mossmerran gas separation unit
wBhpl |

Lramlnw plarfremar—Thall

&4 Fergiss temminal-—Shell

Searndnw [uhe el prs|eek—Ehall
Slerll Hawen Kero mode projsct—
Sh=H

g
16

Treq

s

s
1948
1?84

17A%
)L

19A5
THaz
Tea1
1583
Lk 1)
1553

1994
1Tk

1584

195
18T

T9RT
19

——

" OR schedule

Seven months under seleduls
15% under budpss
Coanrtraction en tirme te budget

" Completed t elient’s aaticfaction

77 Compleced g cilent’s satisfaction

L Completed an dma
' Bubstantially en time
Ten mantha fasger than
< previow comnsrnble projeck
 Campleted. to client’s satilestian

Campleted to cllent™ sstlifsctian
Feuir romthy abeawd of schaduls
—significamtly under hindpet

Thres mnntha shesd of
pragramens figmilicantly under
¥ B pri
= | Fve metths ahead of schedeia
Ome manth akedd of schedols
Oin tne; within budpet
Five months hehind scheduie;
. withim bodget
b Qe week behind schedule

1 On schedule

- Completzd to dient’s satisfaction
T On scheduls

@ Completed o dient's sothfaction

L

R i Under Budpety imdas soheduls

Thres nenthy ursder schedule;
v wdthis Bdget
o Bn achedule; within budget

i O schedules under bedpet

—

* Hours hest threugh unsuthorissd sbianoe—incuding ditcutes

Spwoe: Natlesdl Examamic Divelagmesd Dfes

.l-h-l than 'I:‘ﬂ-;
1467

1567

lese tham 1%
leds tham 13
I

nay,
Wirtimlly rera
SignMesng

| T 'E:h"'
30 manhaary

Mimiral

L%
N,
Wi rl._-q,.ﬂ'r e

A%

et infrnal
Meplipilals

N3 manhours
=

i

L 5

083,
3%

N EES =
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Prime Minister
RIBA JOURNAL SUPPLEMENT

| thought you should see the attached supplement to this month's
issue of the journal of the Royal Institute of British Architects
which my Department has sponsored,

As you know, we have been promoting a range of initiatives in the
last few years designed to meet the important objectives of
supporting the construction industry, encouraging diversification
of the housing stock and promoting inner city renewal and
environmental improvement in partnership with the private sector,
These initiatives are now beginning to yield impressive results
on the ground, and it seemed right to publicise them widely, not
least as examples to the public and private sectors of what can be
achieved, | think you will agree that the supplement makes
encouraging and impressive reading,

In addition to its circulation with the RIBA journal - which has
a circulation of 22,500 copies and is perhaps the most influential
and widely read journal in construction and development - | shall
be sending copies to the Chairmen of the leading investment and
construction companies and, after the local elections on 5 May,
to the leaders of local authorities in England.

| am sending copies of this minute and the supplement to members
of the Cabinet.

2¢ hpril 1983




CONFTDENTLAL

FRIME MINISTER

Private Tnvestment in Constroction

(E(R2)22)

BACKGROTND

The sSecretary of State for the Enviromment reporte in E{H_LI}EE! on the outcome
of his review, in conjunction with the Chiecf Secretary, Treasury, of the

direct invoelvement of market finmance in construction projocts im the publie

srttoT.

iy There are already in operation, or under discussion, a range of instruments
which enable public sector guarantees, pump priming public expenditure, joint
T

ventures and ']1riva1:i.-:utinn; they are summarised in paragraphs 7 to 1) of

E(B2)22., The Secrotary of State for the Environment wishes to use these

measures more vigorously to stimalate activity in the construction industry

where 25 per cent of the work-=force is currently unemploved and there is a
fear that the lozs of capacity and d€dllse during the recession will lesad to
bottlenecks as cuwtput picks up. In particular, the Secretary of State hopes
that the measurés he has in mind will help to improve the housing siock,

the counlry's infrastructure; and the inmer cities. Although Lthere is no

guantificaltion in his paper, he has in miml a very substantial =siimolus=s to
<= =

the construciion industry in 198524,

£ Since E(82)22 was circulated on 2 March, the Chanceller of the Exchequer
has announced in his Budget statement a mamber of measares which take account
of pointz made to him by the Becretary of State for the Enwiremment and which
are spogifically designed to help the construction industry and to take wup
spare capacity., The Budget measurds include some increases inm public
expenditure, and tax changes, which in particular encourage home improvement
echemes, new private investment in housing for rent, a stimulus to industrial
building and house construction and sarmark ap to E70million of the provision for
1
CONFLDENTTAL
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the Urban Programme and for Derelict Land reclamation in 1083-84 for

projects that encourage participation by the private sector,

LI The propesals in E{82)22 fer further mobilizing private financing of

congtriction projects are on the face of 1t altractive. BDBut the Chief Zecretary

coungels caution, As explained in paragraphs 3 and % of the paper, unless the

inducements are managed with care they could have effects very similar to

i T LT
reflation by [igcal means with consequénces for the money sopply and for

interest rates over and above what the Chancellor of the l."_'Ef:hE-rl'El.EI‘ has assumed
in his Budget strategy. The Chiel Secrelary has; therefore, recommended that

both measures and particular projects should be scratinised with care and
i e—

evaloated both against competing claims and the criteria set out in Annex B

of EEHE}EE. The purpese of these criteria iz to ensure that the mobilization

of private sector finance will bring & pesitive advantage (eg cheaper and

more elficiently executed prujentﬂ} s diatinct from simply sabstituting,
or effectively adding to, public expendituore which conld be financed more

cheaply through rovermment horrowing.

S In paragreph 13 of E{82)22 the secretary of State for the Invironment
recommends the acceptance of the criteria in Anmnex B, encourages other Ministers
responsible for construction prograsmes to tnui-;:E;ut!y at the posaibilities
for associating private finance with their programmes, and recommends that the
Chief Secretary, in association with himeself, should exercise a general over-
gight over these initiatives. While he accepts the proposed eriteria he will
undoubtedly be looking for endorsementfor a much greater drive than previeusly
in the Govermmeni's efforts to mobilize private sector finence and he
recomsends; in his paragraph 13{11}r a publie statement to explain the Govermment's
approach and to encourage the private secter to pat forward proposals.

MATN ISSUES

e The Becretary of State for the Environment is not seekiEE approval at this
stage either ol new instruments or of additional public expenditure., The

1
immediate queation is whether the Committee agrees that measares and projects,
which might be proposed either by the Secretary of State for the Environment or

by other Ministers responsible for comstruction programmes, should be examined

2
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againat the criterim im Annex B of E(B2)22 and subject to the general over—

glght of the Thief ﬁﬁtrat&ry in consultation with the Secretary of State for

the Environment. There i & strong case for Iinsiszting on such an evaluation
_ L

in order to guard against forms of private sector financing vhich would be

bogus in that the public sector was taking the burden of the risks and the

private sector secaring the financial retoarns. The Secretary of Gtate for

the Environment will, however, be anxious to ensure that the criteria are not
operated unduly restrictively. He might, for example; point out that there
ghould not he & blanket maling aghinst public sector goaranteesi There might

bhe a case for guaranteeing particulsar aspects of a project while still leaving

the maein burden of the rigks with the private sector interests invelwed,

Frovided that the nsed for proper evaluation is accepied, the Committes may

wighk to support the Secretary of State for the Enviromment by celling for a
pozitive and constructive approach to the policy and in examinstion of

particular proposals within it.

¥ If these procedures and approach are approved, the Commitftee will wish
to conaider what should be said publicly. The Secretary of State for the

Environment secms to be looking for zome major public statement; indeed he had
hoped that the paper could be diseuszsed before the Bodget so that the Chancellor
of the Exchegquer could say something, going bevond the particular measures now

annoandéad, in his Bodget statement. The Committes will, however, wish tao

consider whether there 14 a risk that private gector expectations might be raiszed f

unduly high enly to he disuppuinhcﬂ by the application of the proposzed criteria.

The Chanceller of the Exchequer will have views oo how such a statement might
fit in with his own Ihdget statement. The solution might he for the Uommittee
to require the Secretary of State for the Enviropment to clear the terms of any
statement which he might make with Treasury Ministers and also to incorporate
in it a full explanation of the criferia by which the Government would evalusie
propozalg; in that way 1t should be made clear to the private sector what the

Fovermment expects of them and of the poliecy.

HANDEL I NG

B:. After the Eecretary of State for the Environment has introduced his paper,

you might invite the Chancellor of the FExcheguer to comment on it in the light of

3
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his Budget statement and then the Chief Secretary; Treasury, to give his viewa

on the details. f the Ministers attendimng, the Secretaries of State for

Induetry, Wales, Transport {whose specific proposals in E{82)24 are the second

item on the agenda) and Energy have the main interest in construction programmes,
The main questions before the Commidlee seem to be:

(i) Are the general principles in H{HE}EE, and in particular

the criteria in Annex B of the paper, generally acceptable?

(41 Should other Ministers concerned review the porgibilities

for associating private finance with their constructieon programmos?

(iidi) Should the Chief Secretary; in consultationm with the Secretary
of 5tate for the Fnviromment, be in the lead in meking arrangements

for the general over=sight of theze initiativesz?

- If this were agreed, il would be for the Chief Secretary to work ount
the detailed arrangements and, for example, to decide on the type of

projects which he and hias officiala wonld wish to call in for examination,

fiv}) lg it desirable for the Fuerd_'l'd_'l.a:r"y of S2tate for the Environment
to meke a public statement on the Government's approach to private sector
participation in construction programmes amnd, if so, should he be

required to clear the terms of his statement with Treasury Miniastera?

CONCLUSTONS

10, You will wish te sum up with reference to the four gquestions listed above

which cover the recommendations in paragraph 13 of E(82)22,

R

.LE

P L GHEGSON
Cabinet Office
10 Mareh 1982
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: SCOTTISH OFFEICE
WHITEHALL, LONDON SWIA 2AL

FRIME MTIINISTER

PRIVAIE INVESTMENT IN COWSTRICTION

Unbreakahle commitments in Scotland make it impossible for me to
dttend the meeting of E on Thursday. I do, howewer, have an interest
in the points that arise from the papers to be taken.

Z. As regards E{82)22, the range of my responsibilities is suoch that
I have on a mumber of fronte burped w against issues of the kind with
wiich Michael Heselline is dealing. As long as a central thrust af aur
policies 15 to control public expenditure, and to stimilate suitable
forms of private investment, that situwation 1s likely to continoe. |
realise that important gquestions about macro-economic issues and the
management of the PSBR arise on the different propositions advanced in
the paper but I hope progress can be made in areas whers ussefiil
Elexibility can be conceded, eg in relation to Housing Corporation
guarantees for housing assoclations. I hope that the ideas in the
paper will be considered against the background of the particularly
Iow level of activity in the construction industry in Scotland.

3. As for E(B2)24, T support David Howell's proposal that his plans
mignt be worked up in more detail. The heavy end of the eonstruction
Industry is still hmory for work and the climate seems to me to be
right for exploring now, in the limited way suggested, the possibility
of attracting private money into road building.

4. If a group of colleagues are to study particular issues further,
I should like to have a chance to participate in their work.

5. I am sending copies to the members of E Comittes, Nicholas
Edwards, Francls Pym and to Sir Robert Armstrong.

Cy.

10 March 1982




Prime Minister

PRIVATE IRVESTMENT IN CONSTRUCTION

I regret that I am unable (o attend the meeting of the Economic
Strategy Committee on Thursday and thought I should put on record
my general support for the initiative to enlist private participa-
tion in public construction projects.

r I fully agree with the general case for atimulating the
construction industry. The specific problems which Michael Heseltine's
paper addresses in relation to sugmenting the housing stock, renewing
obsolescent infrastructure and revitalising the inner cities are
represented in Northern lIreland on a scale which is, frankly, dsunting.
The paper usefully clarifies the circumstances in which private
investment can make a real contribution to these problems. It
egtablishes that projects of this nature need not be inconsistent

with the broader cbjectives of economic policy and can offer real

benefits in terms of increased efficiency.

3. In comparing the list of schemes which the Department of
Environment (in Greal Britain) has either in hand or under consider-
ation with the position in Northern Ireland, I can Teport that we

are ulso active in many of these areas and are considering developing
parallel schemes in others. The principle of leverage could be
particularly important in Northern Ireland where, for ohvious reasons,
private funds and other industrial finance is especinlly diffieult to
attract. I believe, however, that promotion of private participation
88 A nationally announced initiative (as recommended in paragraph
13(11}) would generate inereased interest in genuine partnership
deals on the part of private sector institutions which could only

help my continuing efforts here.




4, I fully support the paper's c¢oncluding recommendations, and

particularly agree that there should be a clear piublie statement
that the Government is ready to direct its construction policies
lowards securing maximum participation by the private sector 1in

genuine risk sharing partnerships on competitive terms.

8 Turning to David Howell's ideas about using private capital
trunk road projects, I agree with Leon Brittan's recommendation
that the possibilities should be explored further by officials.

B I am copying this letter to E Committee collesagnes and to

Sir Robert Armstrong.

Pr J P

10 Mareh 1082

[Bigned on behali of the
Secretary of State in
his absence)




10 DOWNING STREET

From the Private Secretary 25 January 1282

Thank you for ¥f.'»1.:|1" letter of 22 January about
the proposed remit for a paper for I Committee on
private sector finance for increaszed construction
invacitment.,

The Prime Minister has noted the terms of the
remit which you have apreed with the Treasury. She
iz content for you to proceed on this bagis. She
comments that there might be advaontage in inserting the
word "partial™ before "public puarantces" five lines
from the bottom of the remit. BShe also notes that
Mr, John Wakeham is, as she understands it, also engaged
in work on these lines.

I am copying this letter to Terry Mathews (IIM Treasury),
Joanna Donaldson (Department of Indusiry) and David Wright
(Cabinet Office).

D.A. BEdmonds, Esq.,
Department of the Envirtonment
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2 MARSHAM STREET
LONDOM SWI1P 3EB

0

My ref:
Your ref
22 Janusry 1982

HM]-Lh

i, 3 =
3\ ' ==

DR, W

You wrote to me on 21 December about a proposed
remit for s paper for E Committee on private
rTector finonce for increased comstruction
invegtment. I am glad to say tHEt We have now
agreeqd with the Treassury the precise terms of

a remit, which is attached. I1f THE frime Minister
gprees, my Secretary of State and the Chief
Secretary will get on with preparing a paper.

am ¢Oopying this to Terry Mathews and to
David Wright.

C oy NPV
a S

N
L ENMUNDE

JJ“' Buiva ate Secretary
_,
ﬁ“"wx

Gcholar Esg - No 10




h CONSTRUCTION INDUSTRY - DRAFT REMIT

The Eecretary of State fir the Environment, in conjunction. with the
Chief Secretary, Tressury, is invited to submit s pesper which considers

the direct involvement of market finance in comstruction projects in

the public zector. The paper should take into account the effects

of sny such Iunding on the Government's wider economic policies,
ineluding the sim of limiting the extent of the public sector snd the
growth of the money supply and total nominal expenditure. It should
also consider how market finsnce might be raised under conditions of
feir competition with the private sector snd how far the greater

cost of merket finance would be Justified by edditional pressure for
better performance in each case. The paper should set out the various
initistives of this kind which hsve been taken or are being considered,
including also schemes where a small amount of public expenditure or [Penlie/
public guarsntees might be used to attrect additional private investment.
ard mske recommendstions ss to what further initiatives might be
proceeded with.

The peper should be submitted to E Committee not later than the end
af February.




10 DOWNING STREET

From the Private Seeretary 21 December 1981

The Constructicon Industry
Ao d

We spoke several times last week about the
proposed remit for a paper for E Committes on
private seclor finance for increased construction

1nvestmant.

The Prime Minister has suggested that the
best way forward would be for your Secretary of
Btate to have a word with the Chief secretary,

IM Treasury, about what the precise terms af the

¥ | /E paper remit should be. [ would be grateful,

accordingly, if wou would get in touch with the
Chiaf Secretary's Office and would let me know 1n
due course what has been agreed botween the two
dapartments.

ar1 ganding copies of this letter to John
Karr and Terry Mathews (HM Treasury).

David EBdmonds, Esqg.,
Department ﬂi_hﬂﬂ Environment.

F

-




10 DOWNING STREET

From the Private Seereta 14 December 1881

Lonstruction Industry

I mentioned to you on the telephone this morning that the
Prime Minister has it in mind to commission an E paper exploring
the various ways in which private sector financing could be
brought about on 4 wider scale for certain public sector
copstruction projects. This arose from a cony ersation with the
Secretary of Siale for Environment last week at which he expressed
his anxiety about the low levels of activity in the construction
industry.

. aan Gy P
I attach a draft which has been put to the Prime Minister
of a letter from her commissioning such work. She would like to
discuss this with the Chancellor at their regular meeting on
Wednesday .

I am sending a copy of this letter to Terry Mathews (HM Treasury)

only.

Miss Jill Rutter
HM Treasury




PRIME MINISTER

I understand that Mr., Heseltine talked to
you gbout the possibility of his preparing for
E Committee a paper on private secior financing

i L s T | —

for increased construction investment. E

believe that he offered to suggest language

@ith which youl might ceommission such a paper.

e =

Here is a draft letter offered by his office,
as a basis for us to write round, commissioning
2 paper. But yvou may think that, before anyvthing
iz set in hand, it would beé belpful to bring the
Chancellor into the discussion, Would vou like
te raise the subject when you see him on
Wednesday? L4 hwﬁ’

'i’{-‘” f.-; Lo =

i

11 December 19881
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The Architectural Association

Patron: Her Mapesty the Dusen 34-38 Badford Sgunre. Londen WC18 JES  Telaphone O1-838 874

Constituled 1847
Incorporated 1920

Se=Gialdgdty Bilowaid La MEisrie

22 April 1980

The Rt Hon Mrs M. Thatcher ik .

10 Downing Street J‘L

London SWl
1q[5

Neaw Dl Mobist,

Thank you for your letter of 20 M h. We are encouraged by your
own support in principle of our appeal to your colleagues at the DES.

We well appreciate the need for your government to apply vigorous
criteria in examining those academie institutions claiming eligibility
for public funds in the present financial climate.

In this light, we loock Iforward to having further discussions with
the DES in order to see our way forward, as vou have suggested.

(S

Adrian Gale
PRESIDEMT

This Architeciuial Association lrcaipoisted o & compeny bmited by guarantes snd registerad i England undar Mo, 177402
s regstensd office address is as obowe. The AA fnc| & Also a reistevsd chanty undaer Sactan 4 af the Chanfss At 1980,
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My Secretary of State wrote to yours on 14
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L am now writing 'L.;- 1ot you kncw that
decretary of state's decision is to be mad
writien PQ and snswer on Wednesday 2 April a

i

I am copying this fto Nick Sanders (No.
ént'lah Office), Joseph
M

LHSS P t—'f' Shay EJJ-u-r M renie Flang l...-'_ "E1T1
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February
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s 10), George Craig
Pilling (Northern Ireland), Don Brereton
(Ifransport),

urdo Maclean EbcieL Whip), and Geoffrey CGreen (C3D).
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F N ERISTOW
Private Secretary

Codfrey Robsecn Esqg
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10 DOWNING STREET

THE PRIME MINISTER 20 March 1880

] .

! J S
it ' E il

Y R . A

Thank you for your letter ol 11 February about the designation

of courses at the Association's School of Architecture Tor
mandatory awards. 1 am sorry it is taking so long for a decisicn
to be reached but vou will appreclate that the question is a
complex and difficult one and bears on the claims of many other

independent institutions.

Mark Carlisle, who is directly responsible for the matter,
is not opposed in principle to designatiom of courses at
indepondent colleges. Neither am I. But we are both concerned
that especially in the present economic circumstances applications
from such establishments should be considered against strict and
consistent eriteria to ensure the wisest possible use of publie
funds.

vark Carlisle and his Ministerial colleagues have hean
carefully considering what criferia should be applied. I have
asked for this consideration to be concluded urgently and I hope
that the Department of Education and Science will be able to
enter into discussions with you in the near future almed at

reaching agreement on the way forward.

(W

pash Dt

Adrian Gale, Esq. %i] A




10 DOWNING STREET

From the Privale Secrefary 17 March 1980

b Pk

The Prime Minister has seen the Secretary of State for the
Environment's minute of 11 March, about Ministerial discussion
with the "Group of Eight".

She is disappointed to find that a dispute of this nature
has had to be raised with her. 8he considers that the amount of
time spent by Ministers and, presumably, offiecials in correspondsnce
and discussion must have been an expensive mizuse of time: it would
have been cheaper, quicker, and more acceptable to have agreed
straightaway that either the Financial Secretary or Lord Cockfield
should have accompanied Mr., Heseltine for a brief meeting.

As the matier has been brought to her notice, she has commented
as follows on the merits of the argument. The Chief Secretary is
gquite right to take the wview that when 1t 1s a question of receiving
A deputation from &n industrial body - or for that matter any other
kind of pressure group - it is the responsibility of the sponsoring
Minister (im this case your 3ecretary ol State) to explain the policies
to which the Government is collectively committed. It would clearly
impoge an intolerable burdem on Treasury Ministers if they had to
accompany every Departmental Minister every time such a body was to
be sean, and no group has the right to demand to sea a Treasury
Minister as well as the appropriate Departmental Minister.

But for every good rule there are times when exceptions may
be advantageous; and the Prime Minister wonders whether this may be
such a time. Your Secretary of State is of course perfectly capable
of dealing on his own with all the points which the Group of Eight
may raise, and will certainly want to deal himself with all their
polnts g2bout public expenditure on building and construction. But
the Group of Eight may want to ask = and even if they do not ask
they ocught to be told - about the Government's general strategy
{of which the control of public expenditure is only part) and the
reagons for it, and it might be positively advantageous for your
decretary of State to be able to turn to a Treasury Minister to
deploy that more general argument. His statement could usefully
inelude a section about the importance of petting inflation under
control and the role of management in pay bargaining - where the
record of the construction industry has not always been particularly
distinpuished in the past.

It would no doubt be overdoing it to confront the Group of
Eight with two Cabinet Ministers; but the Prime Minister suggests

fthat




that, subjeect to the views of the Chancellor of the Exchequer

and the Chiel Secretary (to whose Private Secretaries I am
copying this letter), the Fipancial Secretary might be asked

to support yvour Secretary of State in the way supggested, when
he meets the Group of Eight - preferably aiter rather than

before the Budget.

Paul Bristow, E=sq.,
Department of the Envirocnment.
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NR. WRIGHT
CABINET OFFICE

I mentioned to you the enclosed minute to
tha Prime Miniater from the Secretary of Stute
for the Environment, and his exchangss on this
gubject with the Chief Secretary to the Treasury,
some of which are included below.

I need to put this in the Prime Minister's
weekend box. If Sir Robert Atmstrong has sny
gdvice to offer as to how the Frime Minlster
might respond, it would be helpful to have this
in the course of the afternoon.

M. A. PATTISON

14 March 1980




Ref, A01706
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MR, PATTISON oot g
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You asked for advice as to how the Prime Minister might respond to the

Secrelary of 5tate [or the Environment'"s minute of 1ith March,

2o The Prime Minister really should not be asked to arbitrate oo a matter of

this kind. Her colleapgues ought to be able to sort it out between themselves.
e —

i 3 In principle the Chief Secretary is quite right. When & Departmental
Minister is asked to see an industrial body or pressure group in the field for which

he bears Minigterial responsibility, it is up to him to explain the whole of the

Government's collective policies. Treasury Ministers cannot be expectied to

e

support Departmental Ministers every time they hold such a meeting.

4, O the other hand there have been exceptions to prove this rule in the past,
and I believe that this may be an occasion for another such exception, Quite apart
from the fact that, if @ Treasury Minister does not go, the Group of Eight will
demand another interview with the Treasury or even with the Prime Minigter = a
demand which could of course be refused - the meeting should provide a Treasury
Minister with an opportunity for restating the Government's general economic
strategy to & group of industrialists from an industry which they may not usually
meaet in other wavys.

2y 1 therefore suggest that, if the Prime Minister agrees, you should send a

letter on the lines of the draft attached.

ROBERT ARMSTRONG

14th March, 1980
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DRAFT LETTER FROM M., A, PATTISON TO
D.A, EDMONDS, PS TO SECREETARY OF STATE FOR
THE ENVIRONMENT

The Prime Minister has seen your Secretary
of State's minute of 1th March about whether he should
be accompanied by the Chief Secretary to the
Treasury when he sees the "Group of Eight" about
the problems of the construction industry.

She thinks that the Chief Secretary is gquite
right to take the view that when it is a gquestion of
receiving a deputation from an indugtrial body - or
for that matter any other kind of pressure group = it
is the responsibility of the sponsoring Minister (in
this case your Secretary of Siate) to explain the
policies to which the Government is collectively
committed. It would clearly impose an intolerable
burden on Treasury Ministers if they had to
accompany every Departmental Minister every time
guch a body wzs to be seen, and no group has the
right to demand to see a Treasury Minister as well
as the appropriate Departmental Minister,

But for every good rule there are times when
exceptions may be advantageous; and the Prime
Minister wonders whether this may be such & time.

Your Secretary of State §s of conrse perfectly capable

of dealing on his own with a1l the points which the

Group of Eight may raise, and will certainly want to
deal himself with all their pointa about public
expenditure on building and consgf ruction. But the
Group of Eight may want to ask - and even if they deo

not ask they cught to be told - about the Government's




general strategy (of which the control of public

expenditure is only part) and the reasons for it, and

it might be positively advantageous for your Secretary
of State to be able to turn to a Treasury Minister to
deploy that more general argument. His statement
could usefully include & section about the

importance of getting inflatton under control and the
role of management in pay bargaining = where the
record of the construction industey has not always
been particularly distingnished in the past.

It would no doubt be overdoing it to coniront
the Group of Eight with two Cabinet Ministers; but
the Prime Minister suggests that, subject to the
views of the Chancellor of the Excheguer and the
Chief Becretary (to whose Private Secretaries [ am
copying this letter), the Financial Secretary might be
asked to support your Secretary of State in the way
suggested, when he meets the Group of Eight =

prq::fq: r.'El.I:.:]."_lll s2fter rather than before the Budgct.




PRIME MINISTRER
MINISTERTAL: DISCUSEIONS WITH THE “GRUIF OF EIGHI™

You may recall receiving & copy of the letter from the Presiden
of the Royal Institute of Britisgh Architects, on behalf of the
Group of Eight, of 14 Februesry ssking for a m

‘_?ﬁl-i"E with -.-.._—.;.'l_l"'

£

and one of my T3 Purj collesgueer to discues the cone aquences far

the construction 1 =try of the Government'r current economic
policies, and par ey pnublic expenditure reductione.

will esee from the exchange of correspondence between
anid me following that letter, John takes the view that
not be right for him to participate in 8 mesting with
1 think you should be aware of the likely outcome
seipion, in that it will person |‘-'J. r involve you and the ~J'.'L!11:
Lhe Excheqguer, sg Lthe Group ol -._|\__"!. will certainly write

lirectly and publicly reeking a meeting with you.

o

1 should like very briefly to sketch in the beckgrou
respon=ibilities, of course, include sponsorsblip ol
industry, and together with John Etanley L conduct =&

=
¥
I

ight wes net'

daily buainers with them. The Group of Eigl
he industry rodueed

industry in the aftermath of The glump 10
the previous Government's spending cute.
unions and profeassione in &n induatry which iep noted for iis

:!-\.-|1r
g

DTT?DFEH?F EMpLOYETs

i1

dirra“ﬁtenﬂrr. Over 2 million people sre emplcyed in the industry
which contributes 10% of the GIP. Their first meeting with Government

wae taken by the previous Frime Minister, and they did sse the

LE

Chancellor amr well es Secretary of State.

They attach a great deal of importance to
Minieter ap well as me. 4Ar you wWill see

o

hisz letters of 10 March and 27 Februasry, John Bi en tekes a 4if
view. I totelly understand his comoern about ctive responsibility,

but I have no doubt that to refumse fo szee the urnuu now will
unnecesearily add to their concern L1"*n,'_1||;1'. the economic policy
Government, and will add to their ab to argue in publi
our ccnsultative processes are 8 great deal less effective
than those ol the previous govermment.

I think thers ies alero a point thet a= & Government we
not only in pursuing certain policies but in persusading pe
follow our lesd in their implementation and sccepiEnNcE.
by the private sector that trny cannot rely on public work
is &n ’1-wr.r.F part of that process.

In these circumseteances, 1 belisve thet wa phonld bte very carseiul

indesad x-Inﬂr “ﬂ|¢ﬂ'1nb a specific regquest from such an important

grouping on the gimple ispue of comeultation. as Noted ahnve .,

orevinur

farant

h1 -







'1"1'._“;:%::.'"‘-.' Chambers, Prarliament Steeet, SWIT 3A

-

Bt Hon Michael Heseltine MP

Secretary of State

Department of the Environment

2 Marsham Street _

London SW1P 3ED 10 March 1980

DJ!M /‘ 'ﬂ u{w«f

GROUP OF EIGHT

Thank you for your further letter of % March.

I am still not persuaded that it would be right for me to
pm‘tinipntc in Yo meating with tha Group of Eight. Your

- Latter does not affect my essential point, which was that the
decisgions which concern the industry and which they seek to
influonce are those of the Government, not the Treasury. I
the industry think that the Treasury determines the level of
public sector construction expenditure, it is they that have
got it wrong. To encourage them to think that las yeou rather
imply) they will only get down to fundamentals on construction
expenditure when they see a Treasury Minister, would only
reinforce that misapprehension. Much better that you should
explain the collective nature of our decislions, and assure them
of vour ability Lo make wvour colleagues aware of their views.

My wview remains, therefeore, that I should not attend the meeting.

Thig conclusion is based on careful consideration of the matter,
and I hope that you will now feel able to accept it.

frank

M. Bl

JOHN BIFFEN




3 LONDON SWI1P 38R

;;»"-'HT"'-‘ > .
Qi |
|:l']I s [ .
R
Your red:

I .J.|::|—\..-.|

A March

GROUP OF EIGHT

El.
The Group of Eight the moet sipnificont indussr WA
reprezentative group in

the con=truction industry.

I think from your letter of 2/ February that you've pot

They think it important to vut their viewe to theii
]}E':}E:"“:I:Iﬂ':'t gnd tao tho rr'l_ﬁe,n_-!;_'eur:_,.'. We aprpe :-:-:,iT_G b Lok
thruur“ hard times. I gee every goln from a decent
atmosphere, and I don't want irrelevant carping to
poeition, That iz what they will focue on if we don
agree to let them see the white of the Troeoury's o3
Of courae I can
them, but they wil

listen, and if their many members be told thab zou
listened, .t in obvicusly not your view thet the JHe mamen b
theo Tre;sur? do not in l;u?ﬂﬂu the clinate within which the

operstes. "hey slso tnow thiz.

hopefully it the Govermment's porition
1 feel bett ¥you too lare hoen 41 P

=
i
1
I

I am &g leen as you are on mew sttitudes, but T think
line views on this sort of is=ue actualiy redusec in n»
OUr prospects ol SUCC ass by ¢ eating obstacles snd oxcun:
Will you think again?

P
I

MICHARL WESELTIN
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You wrote on 14 February about your proposal to announce on

29 February your decision to discontinue the National Consultative
Council for the Bullding and Civil Engineering Industries (NCC)
and consequently the Joint Advisory Committee for Wales. As the
Department of the Environment is the sponsoring Department, the
decision is entirely a matter for you, I am not sure however

that in Wales there will be as little reaction from the industry
ag you suggest.

My Department already has regular meeitings with loecal representatives
of the Naticnal Pederation of Bullding Trade Emplecyers (NFETE),
usually at official level But occasionally with a Parliamentary
Secretary in the Chair., We take care to ensure that thess meetings
do not duplicate discussions in the Joint Advisory Committee for
Wales.

I expect to review the future of this Department's liaison
arrangements with the construction industry shortly in the light of
impending staff economies, though T have no immediate changes ;n
mind. Meanwhile, as you know, a meeting with the Group cof Eight

ie being arranged at their request.

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

The Bt Hon Michael Hegeltine MP
Scoretary of State for the Environment
2 Marsham Street

LOWDON SW1P JEB
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GROUP OF EIGHT
Thank vyou for your letter of 22 Pebruary.

T can well understand yeour concern that we should maintain good
relations with the construction industry and that we should be

seen to listen to their views., But I am not sure why you feel

that this ohjective cannot be adequately met without the direct
involvement of a Treasury Minister. It should be possible o get
‘the industry's representatives to understand that the pelicies which
they seeck to influence are those of the Government collectively,

and that you are able to conduct relations with them on behalf of
the Government as a whole. As indicated in my Private Secretary's
lettor of 11 December,; the allocation between construction and
other expenditure is not settled by the Treasury, and T do not think
that the industry should be encouraged to make their representations
to the Treasury.

The Group's letter of 14 February admittedly suggesi= that wyou shou bd
be accompanied by a Treasury Minister at the proposed moct ing. But
the letter does not make any special point of this, and 1 would have
thought it entirely appropriate to reaspond by of fering them a meeting
at which yvou could take note of their representations and subsequent-
1y communicate them to vour colleagues as necessary. A Treasury
presence woluld I am sure suggest a nmore distinctive roele Tor the
Treasury in the matters which concern the Industry than actually
exists, and would be better avoided.

In the light of these considerations I continue to think it would be

better if neither I nor any of my Treasury colleagues attended the
meeting. “—E

M. Bl

JOHN BIFFEN
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GROUP OF EIGHT

The Chairman of the Group of Eight - Bryan Jefferson, current

RIBA President - wrote to m2 on 14 February asking for & meeting

at an early date to distuss public expenditure on construction,

He copied his letter to the Prime Minister and also to Geolfrey Eowe.
In the letter he makes it clear that the Croun is anxious to meet
not only Ministers from this Department, but alsc a Minister Irom
the Treasury.

The Group i=s particularly concerned at what they see as a worsening
of prospects, They fear the consequences of Iurther recuciions in
construction programmes and wish to ensure that their counter
arguncnts are fully apprecizted by Hinisters in the central
Departments as well as the spending Depariments. 01 course the
major decisions on next year's public expendizure 1;;&15 hagz
already been zaken {(althouzh The Group 4o AGT ANOW That). ACvVer-
theless on prescntationzl grounds I see it as highly desirable

that when the Group neet me, a Treasury Minister should be present,
s0 that they have the ocpportunity to address him directly. It is
important for the industry to maintain a conerent dialogue with

the Government and the Group is by far the best means of doing this.
Failure to meet them now would not only Suggest we are unconcernsd
over the proolems of the industry, but would also impair the Group's
own eredibility with the industry,

I hope therefore that you, or another Treasury Minister if it proves
Inconvenient from wvour own point of view to atiend, will be zble

to join me in seelng the Group on a date to be arranged in the near
future, and that you will be able to let me know your mind on this
in the next few days.

| S Bl prsr
|

plab

HICHAEL HESELTINE

The Rt Hon John Biffen MP
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Az part of our general campaign to improve efficiency in Government
I have been reviewing the arrangements for consultation with the
construction industry to see how they can be made both more
effective and more economic.

For many years the formal machinery for consultation between
Government and the industry has consisted of the National

Consultative Council for the Building and Civil Engineering Industries
(NCC), which is chaired by the Minister for Housing and Censtruction,
with various specialist and regional sub-committees and working
groups, among them Lhe Joint Advisory Panel for Scotland., The HOO
was listed in Sir Leo Fliatzky's report on non-departmental

public bodies, but was mot the subject of special comment,

The NCC is a cumbersome gathering, and is widely regarded as
ineffective; so much so that under our predecessors the leading
organisations in the industry set up their own body, the Group of
Eight, which has now become the established channel of contact
with Ministers on matters of strategic importance to the industry.
I believe that the NCC has outlived its usefulness, and should now
be discontinued; though one or two of the specialist sub-committees
(including those for the sub-contractors and materials producers )
should remain for the time beinsz. I also propose to discontinue
the nine regional joint committees in England, since their
quarterly meetings consume substantial resources (costed at £60,000
a year) for little discernible advantage., I appreciate however
that you may wish to consider alternstive arrangements for the
Joint Advisory Panel for Scotland, to which I understand that

Alex Fletcher has already been giving some thought.

1 would not expect much reaction from the industry, We shall

meke it clear that we are not reducing the opportumities for
consultation, nor wish to show anybody the door and we shall stress
the importance we attach to the Group of Eight. But these arrange-
meénts need reviewing regularly to ensure that they match the needs
of the times, I think that this is wldely accepted among the

major organisations, and the smaller bodies will be reconciled to it
if they continue by other means to have access to Ministers,

CONFIDENTIAL




It is desirable to move as guickly as possible in making this
decisicn public and 1 should like if possible to make an
announcment on February 29th.

1 am writing in similar terms to Nicholas Edwards and am copying
this letter to the Primé Minister, Humphrey Atkins, Patrick Jenkin,
Mark Carlisle, Norman Fowler, Michael Jopling and Paul Charnnon.

. ,
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MICHAEL HESELTINE

(agreed by the Secretary of State
and signed in his absence)

The Rt Hon George Younger MP
CONFIDENTIAL




Royal Institute of British Architects &6 Portland Place London W1N 4AD 8 01-530 5533

Frem the President’s Office 14 Febru ary 1980

1 am replylng on behalfl of the Group of Fight to your letter of 15 January
in reply to my two letters of 25 Ootober, following our meating on 16
Jetober, and of 20 December abou% the White Papor on Public Expenditure
FUJ'.' l_‘:'E‘-:',"IIG].l

four general remarks asbout the place of the industry in the econcoy and
the importonce of stability in our workload ara apprecinted; =0 also

ls your support for official discuseiong on the content of FUOETANTE
after the pubiication of the White Paper an Public Expenditure for
future years.,

Ln the light of recenl stetemente by the Prime Minister znd other members of
the Goverrment about the reed for [lurther reductions in publie expenditure
we cannot allow your comment about the share of cut-back borae by pablic
sector construction te go unchallenged. We believa programnes had already
lallen to an entirely unresstically low level whon we met you in Oecitober,
Thig la why we attach importance to the asscsament of tas appropriate
level of publie sector construction investment, Actual investment ip
elready Talling signilicantly ghort of plammed excpenditure. Any further
eut—back would seriously worsen this gi tuation, particularly at a time
when prospecis for construction in the private sector ape poar, Such
révergale are Inconsistent with the oversll government chjective of
atimulaling investment, to which construction investment ig Integral,

A1l other Industries depend upon the infrastructure.

The Group believe it is of the utmoet importance to the future efficlency
of the industry they represont and to the sconomy a8 a4 whole that these
lgauer are fully understood by Cabinet, T am suve you have yourselfl

bl arguing thiz cose, but I am writing on behall of ithe Group to nek that
You and one of your Treasury colleaguce meet us et an garly date in order
that we may put at first-hand vhat we believe to be the conesequencas. of
any further cute or indeed of a continuance of the present deteriorating
gltuakion,

1 om sending 4 copy of this letter to the Prime Minister and the Chanecallor of
the Exchequer and we will be releaping it to the prees in dus courge,

\f&u@-‘ﬁ:w.g

BERYAN JEFFERSON
Preaident

Tha Bt Hon Michael Heseltine MP
EE':'IIEt:HT afl Et-'j.-Ll'_l For the Er'-'l-l-"-'il:'nnmen';.







