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Unemployment is higher now than at any time
since the 1930s — and it is rising fast.

The official figure of 2 million masks the true
extent of the damage. In fact, there are already
over 3 million people out of work.

The Government'’s policies have plunged the
country into this misery. We all know that our
economy is suffering from deep-seated problems.
Industry is in decline, machinery is out-dated,
exports are dwindling — and much of the world
is in the grip of a recession.

But this government is doing nothing to solve
these problems — it is making them far worse.
The government says it has the only policies that
will work. This is pointless and arrogant. There's
no evidence these policies can work, but plenty to
show they are leading to economic disaster.

The wrecking has gone far enough. The TUC
has an alternative — set out in this book — and
this must be discussed, understood, and fought
for throughout the trade union Movement and
beyond. i 5

We must bring the discussion into every
workplace, union meeting, union branch, and into
2ach community.

To help this happen the TUC Education Service
is mounting a programme of workshops as part
of the Campaign for Economic and Social
Advance. The workshops, for which this bcok has
been produced, will brief you on what is
happening to the economy, the disastrous effects
of present government policies, and the TUC
alternatives.

The General Council have asked unions to
make sure that their officials and activists attend
these workshops.

And they have asked them to plan a nationwide
programme of discussions and meetings on the
issue of unemployment and the TUC alternatives.

This is a new opportunity to broaden and
deepen the Campaign, so that the message is
clear: '

The government is not curing, but killing the
patient.

There is an alternative. We must fight for it.

N
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The TUC Education Service has produced this book as part of the
Campaign for Economic and Social Advance. You can use it in several
ways:
® on one of the special workshops run by the TUC Education Service
@ on union and TUC courses — whenever they look at job security,

unemployment, and the TUC's alternatives

in union meetings at workplace and branch — to help discussion

at trades council and local meetings.

The book contains background information on unemployment — and the

TUC alternatives to present government policies. And it contains checklists

and activities.

® the checklists can be used as speakers’ notes, and to help produce your
own local leaflets

® the activities can be used on workshops, and as talking points for union
meetings.

There is a guide to finding information on page 34, and details of further
union publications on page 35.

After you have been on a workshop, or union or TUC course, tell us
about action you have taken to promote the campaign, and how you'‘ve
been able to use the book. Your experience will be valuable to other trade
unionisis.
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Jobs and the economy

=g his part of the book gives the
background to the action the
present government is taking, and
to the alternatives put forward by the
trade union Movement.

It charts the problems of the British
economy, and stresses the terrible
effects of unemployment on particular
groups of workers and on working
people in general.

The 1930s again? There are as many
people out of work now as in the depths
of the Great Depression. We look at
unemployment in the 1930s and 1980s.

The declining economy. Government
policies need to be seen against the
background of the deep-seated
problems of the economy. We see how
these problems are being worsened
under the present government.

2

ther countries. Unemployment is not
just a problem for Britain but for other
industrialised countries of the West. This
section compares what is happening in
Britain to what’s happening elsewhere.

The worst hit. Unemployment hurts all
trade unionists. But the worst effects are
on the young, women and ethnic
minorities. The average level of
unemployment hides the very high rates
among these groups, and in certain
areas and industries.

Life without work. It's easy to compile
statistics showing how many are
unemployed. We look deeper at the
effects of unemployment on working
people, and see the crippling effects of
life without work.
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the 1930s again?

On 14 August 1980 unemployment
reached 2,001,208 — the first time more
than 2 million people were out of work since
January 1939.

The 1930s were the time of the Great
Depression — factories lay empty,
machinery lay idle, and millions of people
were out of work:
® in 1927 unemployment was 1,100,000
@ in 1930 it was 2,000,000

@ and at its peak in January 1933
unemployment reached 2,979,000.

® In 1970 unemployment was 602,200
® By August 1980 it was 2,001,208
® And when will it stop rising?

Some fo reckon it will
be over 3 million in 1982, and most expect
that with present government policies
unemployment will rise this year, next year,
and on into 1983.

the real total

_In th_e 1930s the unemployment figures
d|d|_1'l include all unemployed workers —
agricultural workers, for example, were left
out.

In the 1980s the figures also understate
the number of people without a job. The

Jobs and the economy

@We must stop the nose-dive in
output, restore economic growth
and return to full employment.

A planned approach to Britain’s
economic problems has to
recognise their deep-seated nature.
The Government’s policies are
deliberately aggravating problems
which have beset the UK economy
for years. 9

TUC, The Threat to Industry and
the Welfare State

official figures only count people who
register at an employment exchange.
Hundreds of thousands of pecple never
register, even though they‘re looking for
work. For example, many unemployed
married women don’t register, as they don’t
pay the full National Insurance contribution
and so don't qualify for unemployment
benefit. People who lose their job just before
retirement are also unlikely to register. In
total nearly 1 million unemployed people
may not show up in the official figures.

So probably on 14 August 1980
unemployment had already reached
3 million.

And we must not forget that well over
200,000 people are on short time, some
working as little as one or two days a week.
That's as bad as 140,000 people out of work
altogether. Another 270,000 people are in
jobs only through government job schemes.

In total 674 million days were lost in 1980
through unemployment. Compare this to the
29 million lost through strikes in 1979.

Throughout the 1930s the TUC was
pressing the government to take steps to
increase jobs. The TUC said the government
should itself spend money and employ
people, and encourage industry to expand
and create jobs. The government did little,
and unemployment only finally came down
in the re-armament programme leading up
to the Second World War.

In 1944 all parties pledged themselves to
full employment after the war, and this
meant governments had to take measures to
get the private and public sectors to create
enough jobs for those seeking work. This
meant i he Y. di
public services and stimulating production.
Between 1948 and 1970 unemployment
averaged 525,000. Now registered
unemployment is over 2 million and total
unemployment over 3 million. That pledge
has been broken.
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Unemployment since the war
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the declining
economy

The British economy suffers from a
number of deep-rooted problems.
Government policies need to be judged by
whether they solve these problems, or make
them worse.

These problems are:

® decline of manufacturing industry

® lack of investment in machinery and
equipment

® poor trading performance.
The three are closely related.

Decline of manufacturing industry. In the
last 15 years 1% million jobs have been lost
in manufacturing industry and the last 10
years have seen almost no growth in output
of manufactured goods. This doesn’t mean
that companies have stopped producing, but
many of them are now producing abroad
instead of exporting from Britain. As we
shall see, the government is making it easier
for them to do so.

The decline can be seen clearly in
traditional industries such as textiles,
vehicles and shipbuilding:

@ in textiles the number of people employed
in the UK fell from 668,000 in 1970 to
450,000 in 1979, and production has fallen
by nearly 20 per cent in just 6 years

@ in vehicles the number employed has
fallen from 840,000 to 706,000 since 1970

@ in shipbuilding the number has fallen
from 190,000 to 140,000 in the same
period.

Lack of investment. To produce efficiently,
firms need the most up-to-date machinery
and equipment. Without this they won't be
able to compete with their rivals. But British
firms have not been investing as much as
firms abroad.

This means that many people are working
with out-dated an Y.
and very often in poor conditions in old
factories and offices. A British worker has
about £7,500-worth of machinery to work
with, but a German has £23,000-worth, and
a Japanese £30,000-worth.

Firms will only buy new machinery and
equipment if they think it'll be profitable. But
the rate of profit has been falling in Britain
faster than it has in other countries. So
many firms are investing abroad. It's a
vicious circle: without new investment firms

Profits

14
Unted Kingdom




M people are working with out-dated
an efficient machinery, and very often in
poor conditions in old factories and offices.

can't produce efficiently, so the position gets
worse.

Even if firms do invest, they don't
necessarily do so in the UK, or in productive
industries. In the property boom of the
1960s, firms invested in office blocks — just
because they saw a profit. Many of the
office blocks then stayed empty.

The economy is now dominated by large
multinational companies which choose to
invest in the most profitable products and
the most profitable places throughout the
world. When firms choose not to invest in
the UK, output is lost, exports are lost, and
jobs are lost. Governments and trade unions.

Jobs and the economy

@ in 1979 Britain imported £341 million
more textiles than it exported.

Imports from Europe have increased greatly
since Britain joined the Common Market. In
1979 Britain imported £2,700 million more
manufactured goods from the EEC than it
exported.

The future. With present policies these

problems are going to get worse:

@ output fell by about 11 per cent in 1980
and will fall again in 1981

@ the volume of investment fell by about 10
per cent in 1980

@ Britain’s share of world trade will continue
to fall.

find it hard to control these
giants.

Poor performance. In 1950 Britain had nearly
a quarter of world trade in manufactured
goods. It now has under one tenth. In the
Jast 10 years the volume of goods that
Britain exports has only risen by a half, but
imports have increased one and a half
times.

Britain imports a large proportion of its
food and raw materials. To pay for these it
needs to export manufactured goods — but
the rise in imports has far outstripped the
rise in exports.

The textile industry again shows up the
problem:

@ in 1968 Britain exported £117 million
more textiles than it imported

=

Source: Trade and Industry

per head
in manufacturing,
1970-74

source: NEDO

This is how profits fell from 1962 to 1976.
Profits are shown here as a proportion of
the assets of companies — their machines,
buildings and so on — and allow for price
rises.




Jobs and the economy

17'S NOT UST
BRITAIN. UNEMPLOY-
MENT /S A WORLD-

WIPE PROBLEM

other ccuntries

Unemployment in Britain is over 2 million
and g ing. It is also high Much
of the world economy is in a depressed
state. Government policies must be
measured against not only what's
happening to the British economy, but also
what’s happening to the world economy.

‘The crisis we face in Britain cannot be

d in i i m the ion in
the world economy and the growing
! ility of i s e

political relations. The long period of
sustained economic expansion which
followed the Second World War came to an
end in 1974 under the strains imposed by
diverging rates of inflation, the collapse of
the system of fixed exchange rates and the
rise in oil prices. Economic growth came to
a standstill; and although output has since
d h has

remained high and inflation has been a
persistent problem. The current outlook is
for a major depression with production
stagnating this year — and probably falling in
1981 — and with unemployment mounting
still further.”

TUC-Labour Party Liaison Committee, Trade
and Industry: A Policy for Expansion, 1980

In the US, for example, more than
7 million people are out of work. In Japan it
is over 1 million, and in the EEC as a whole
over 12 million are jobless.

But the worrying thing for the UK is that
unemployment is now rising much faster
here than in other countries.

This chart shows the percentage rise in
unemployment in the EEC, July 1979-

July 1980:

source: Eurostat

the worst hit

In August 1980, 7 per cent of the
workforce was unemployed in the Unite
Kingdom but among some groups, and in
some areas, it was much higher.

In Merseyside 14.6 per cent of the workforce
was without a job, and in Strathclyde 13.2
per cent. And there are fewer and fewer jobs
being advertised:

® in the north west there are 27 adults
unemployed for every vacancy

@ in the north of England 25

© in the south east 7

© in Scotland 13

@ in the west Midlands 29.

And in Britain as a whole 14 people are

unemployed for each vacancy.
Unemployment is growing rapidly.

Between September 1979 and September

1980 it increased by 41 per cent. But in

certain regions registered adult

unemployment increased far more:

® in the west Midlands by 59 per cent

@ in the east Midlands by 57 per cent

® in the south east and East Anglia by 44
per cent.

350 firms closed in the north west in the first
9 months of 1980 — and 60,000 people lost
their jobs.

For example:

55 textile firms closed

42 clothing or footwear firms closed




Regianal unemployment

° males unemployment was 11.3 per cent
@ in the North West it was 10.4 per cent

@ in Scotland 10.7 per cent

® in the north of England 11.6 per cent

@ in Northern Ireland 15.3 per cent.

@ 5,641 construction workers lost their jobs

@ nearly 13,000 people in service industries
lost their jobs.

Women. Unemployment among women is
rising much faster than among men.

Since 1975 male unemployment has risen
by 61 per cent but female unemployment
has risen by a staggering 207 per cent.

Women are more vulnerable to
unemployment for all kinds of reasons. They
often work in insecure, low-paid, part-time

Jobs and the economy
jobs, or temporary jobs with high labour
turnover. Discrimination is still common,
and in a time of high unemployment women
are often the first to lose their jobs.

The government has now made it more
difficult for a woman to return to her job
after having a baby, and easier for firms to
dismiss workers.

Women go out to work for the same
reason as men — to earn a living. And
losing a job has the same effects — loss of
income means a low standard of life for
anyone.

The young. During the 1970s unemployment
among the under-20s trebled — a bigger
increase than for any other age group. In
July 1980 half a million people under 20
were out of work. On Merseyside 10 per
cent of unemployed young people have
been out of work for more than a year.

Ethnic minorities. Research by the
Department of Employment shows that
unemployment among ethnic minorities is
higher than the average. For example:

@ male unemployment in England in
1977-78 among whites born in the UK was
5.3 per cent, but for non-whites it was
12.3 per cent

@ for women, the figures were 4.6 per cent
for whites, and 11.3 per cent for
non-whites.

Unemployment hits non-whites very hard —
and many of them don't register.

Racist groups use unemployment to divide
people and weaken the trade union
Movement. Unemployment causes pain and
suffering to everyone, whatever their colour,
and trade unionists must guard against
racist groups organising among the
unemployed.

The disabled. Unemployment is above
average among disabled people — and they
are likely to find it more and more difficult
to get a job as unemployment increases.
Many firms probably don’t even employ
their required number of disabled people.
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‘For the great
majority of people
unemployment is a
painful, depressing
and debilitating
experience, and the
longer it lasts the
worse it gets ...

life without work

Unemployment costs a lot. It's a waste of
human lives. The millions of people without
work could be producing goods, or carrying
out badly-needed services. They could be
contributing taxes to pay for schools and
hospitals.

It's ludicrous for the government to throw
people out of work, and then complain
about the money it has to borrow to pay
unemployment benefit and replace the taxes
the unemployed can no longer pay.

The cost of unemployment. Unemployment
is expensive. The government has to pay
out money in unemployment and
supplementary benefits — as well as losing
taxes from people not earning. For each
person thrown out of work it costs the
Exchequer at least £2,500.

And we all lose the output that could have
been produced by the unemployed. As
unemployment rises, so does the cost.

The cost to the individual. To be
unemployed is terrible for any person — it
can lead to illness and depression. This is
what the C er Services Ci iSSiH
says in its 1980 Manpower Review:

‘In addition, there is the effect of
unemployment on individuals and
communities. Here again there is a growing
belief that, with the welfare state,

and

y is a
for many a preferred one. Again the
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Commission strongly disagrees. It cannot be
emphasised too often that for the great
majority of people unemployment is a
painful, depressing, and debilitating
experience, and the longer it lasts the worse
it gets.

A recent study by Commission staff
shows clearly the problams for those who
have been out of work for more than a year.
Many suffer financial difficulties in
maintaining a reasonable standard of life, at
a considerably lower level than if they were
in work. Many experience adverse
psychological effects of their prolonged
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Newspapers often quote thousands of
pounds for redundancy pay, but the facts
are different:

@ average redundancy money is about
£2,500 — only £1,500 under the state
scheme — yet most people are still
unemployed after two months, 40 per
cent are still unemployed after six
months, and almost a quarter are still

y and the
as they see it, of their desire to work. And
for many who have been out of work for
less than a year, the same problems exist.”

The unemployed suffer. At present if you're
unemployed you can claim National
Insurance benefit for up to one year, plus
earnings-related benefit for six months if
you've paid enough contributions. But you
can be disqualified for six weeks if you are
labelled ‘voluntarily unemployed’.

Flat rate unemployment benefit is now
£33.40 for a couple, and £20.65 for a single
person.

After a year you have to claim
supplementary benefit — what you get
depzands on your means, but the level is
£34.50 for a couple and £21.30 if you're
singla.

The government has just made it worse
for the unemployed in three ways:

@ earnings-related benefit will be cut in
1981, and abolished in 1982

o unemployment benefit will no longer rise
each year in line with prices — a cut in its
real value

anyone unemployed with savings of more
than £2,000 now gets no supplementary
benefit. The £2,000 includes any lump
sum redundancy payments. So if you lose
your job and get redundancy money you
could be using up your savings in a
matter of weeks, just to feed and clothe
yourself.

This is the first year’s bill to the state when
a married person with two children and
earning £6,000 is thrown out of work:

d after a year

e many people get no redundancy pay at all
— anyone under 20, for example, or
anyone without two years’ service.

Lost income tax

Lost indirect tax

Lost NI contributions

Cost of unemployment benefit
Cost of Family Income Supplem
Cost of rent and rate rebates
Cost of free school meals

Cost of administration

Cost of redundancy pay

total

fez7
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e rot .
ck"s @ As closures and bankruptcies
c"e abound, and |obs disappear for
ever, sentences in the prison of
unemployment are getting longer
and longer.

There are now over 340,000
people that have been out of work
for a year or more. The vicious an
unnecessary cuts in the social
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security entitlements of the
unemployed will add still further to
the misery.

Where there is suffering this
government seem intent on making
it worse and labelling the
unemployed as some sort of social
criminal.

But this is a topsy-turvy world

S eI AR

we live in, with a system of justice
turned on its head, for there is no
crime committed by being out of
work: the crime is committed by
those who have condemned
innocent people to the indignity of
unemployment.®

Terry Parry, president of the 1980 Trades
Union Congress

ﬁ his part of the book details the
policies of the present
government. It looks at what the
government says it is doing, and at what

is actually happening.

What the government says. The
government justifies its policies in a
number of ways — by talking about
‘fighting inflation’, ‘increasing
competitiveness’, ‘directing resources to.
manufacturing industry’, ‘freeing British
industry’, ‘encouraging small
businesses’, ‘increasing incentives’, and
so on. We outline the government’s
policies — particularly on the economy.

Can they succeed? Can the
government'’s policies actually work? We
see how government policies, far from
saving the economy, are destroying
industry by making it difficult for firms
to invest, sell products or export.

The real effects. Government policies
are wrecking the economy. They are
also creating misery. We see the effects
of its policies on the low-income
earners, the unemployed, and the sick.

what the
government says

The present government says that its main
priorities are fighting inflation, and restoring
the profitability of industry — and it says
that high unemployment is the result of
workers ‘pricing themselves out of a job’.

But just how does the government say it
will hold down prices, and restore
profitability?




Government policies

Controlling the money supply. The
government blames inflation on the trade |
unions. It says that unions are demanding
too-high wage increases, which firms then
pass on in the form of higher prices.

The government argues that if firms can't
borrow money easily or cheaply, then they
can’t pay out high wage rises, and so won't
raise their prices. And with less credit
available, firms and individuals will have
less to spend. So firms will have to keep
prices down in order to sell.

The government says that if trade unions
insist on getting higher wages when the firm
has little money, then they have only
themselves to blame if workers are made
redundant, or the firm closes.
Unemployment, it says, is the price we must
pay to beat inflation.

This policy — limiting the amount that
firms and individuals borrow — is what
people mean by controlling the money
supply. .

The government is trying to control the
money supply by:
® restricting the amount banks can lend —

so firms find it more difficult to borrow

money

® keeping interest rates high — so firms
have to pay a lot for borrowed money,
and are less likely to borrow

@ cutting back on government spending and
borrowing.

The government is biased against a large
public sector, but it also argues that
government spending puts more money into
the economy. If the government — and local
authorities and nationalised industries —
spend more than they get in taxes and rates
and other income, then they have to borrow.
By borrowing and spending in this way, the
money supply is increased.

A firm borrowing, say, £100 from a bank
also increases the money supply — because
an extra £100 is created by the loan. The
amount the government, local authorities
and nationalised industries borrow is called
the Public Sector Borrowing Requirement
(PSBR).

This concentration on controlling the
money supply is all that is meant by
monetarism.

Holding down pay. Restricting the money

supply means that firms find it difficult to

get finance, and so are likely to resist wage

claims. The present government is also

trying to hold down pay by:

© directly limiting public sector wage
increases

© weakening trade unions through
legisiation such as the Employment Act

@ weakening trade unions by creating an
army of unemployed.

The government wants people to get pay
rises lower than price rises — an actual cut
in the standard of living.

12

Cutting taxes. The government says that T
people don’t work hard because much of
what they earn is taken in tax. Reducing
taxes, it says, will restore incentives, people
will work harder, and industry will prosper.

Cutting public spending. The government
says that public spending must be cut to
hold down the amount of money it borrows.
But the present government has further
reasons for cutting public spending:

® it says that spending by the State takes
finance away from private industry — and
private industry should have first call on
available finance

@ much public spending is on things which
the government is against — such as
council house building and direct works
departments of local authorities.

The government wants the private sector of
the economy to be expanded, and the public
sector reduced. It favours pay beds in
hospitals, and private education, and it plans
to de-nationalise or sell shares in the
nationalised industries — British Rail, British
Airways, British Aerospace, the National
Freight Corporation, and the British
Transport Docks Board.

It also plans to weaken the Post Office, the




Government policies

Government policies cannot improve these
problems. Just the opposite. The
government’s policies will only lead to
economic ruin.

Financial Times, The decline of industry. By keeping interest
% rates high the government makes it difficult
for firms to get finance. Small firms in

\I Luirial produ(:ﬁon particular — which the government says it's

trying to help — are being badly hit by high

13 November 1980

I interest rates. Many firms are going bust. In
Y eah the first nine months of 1980 nearly 5,000
K l}ﬁnets at record firms went into liquidation — 50 per cent
I more than in the same period in 1979.
1 The government talks of freeing resources
| i for private industry — but private industry
‘\l[ ES demand fa]_]s no longer can afford new ﬁnange.
oL $20NOMICS corResPONDINT The government’s concentration on
'm," cuningfput?li; s;:end’;ng has Ilethg vgd_uced
smmeling. o B F D e [ 1his year Is already 7} ceal rants for industry. Regional aid is being cut
o N’m s "'l.,n ¢ ?or large areas o;ythe ngunh west, most of
el i Yorkshire, parts of the Midlands, the north
i east of Scotland, southern Scotland, and
central Wales. This makes it more difficult
for new and expanding firms to get
established.
There's no way British industry can thrive
in such a climate.
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ijNa[ional Bus Company and the Central
Electricity Generating Board by allowing
private industry to run competing services.
And the government is limiting finance for
the nationalised industries.

The government calls its policies ‘the only
way'. It says that:
® the money supply must be controlled —
which means high interest rates, cuts in
public spending, and restrictions on
nationalised industries
@ pay rises must be curbed — which means
weakening trade unions.
But can these policies work? Will they
restore profitability, and hold down price
rises?

can they succeed?

Earlier in the book we saw three main
underlying economic problems:

@ decline of manufacturing industry

@ lack of investment in machinery and
equipment

@ poor trading performance.
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Lack of investmant. High interest rates make
it difficult for firms to buy new equipment.
In any case, why should they invest when
government policies mean there is no
demand for their products? Manufacturing
investment has actually fallen in 1980, so the
new plant and equipment that is so badly
needed is not there.

To increase productivity firms need high
demand — then they can produce at
maximum capacity, and it'll be worthwhile
to install modern machinery. The
government is making sure this will not
happen.

The Labour government set up the
National Enterprise Board (NEB) and it
invested in high technology industry. But
the present government has weakened the
NEB, and now all future projects must
include private sector investment, As the
TUC 1980 Economic Review said:

‘The government is tying the NEB's hand to
private sources of capital in precisely those
areas where private capital has failed.’

Poor trading performance. The government
has kept interest rates high. People and
firms abroad have therefore put money into
British banks to take advantage of this. They
buy £s, and so the price of £5s rises. Instead
of, for example, £1 being worth $2, it rises.
to $2.40. So a British good priced at £1 and
sold for $2 in New York would now have to
sell for $2.40. The obvious result is that
fewer British goods are sold abroad.
Imports on the other hand are cheaper. So
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Britain’s trading performance is being
worsened. To give one example: the effect
of the rising exchange rate means that
British goods cost one-third more in Japan
than they did in 1978, and Japanese goods
in Britain cost one-third less. No wonder
imports are flooding in.

Many firms are investing overseas, rather
than producing in Britain, and the present
government has encouraged this by
abolishing controls on the export of money.

In 1979 British firms invested nearly
£3 billion abroad. The 50 biggest firms
produce over a third of their autput abroad —
that’s three times as much as they produce
for export from Britain.

So the government’s policies cannot
restore British industry to health — in fact,
they are worsening the problems. But will
they beat inflation?

Prices. The government says that its policies
will bring price rises down. But what has
really happened since it came into office?
Inflation was 10 per cent when the present
government took office — a year later it had
more than doubled, to 22 per cent. It has
fallen since. But despite its policy of mass
unemployment and cheap imports the
government itself says it cannot get inflation
back to 10 per cent before 1982. And is it
seriously trying to bring down prices? If so,
why has it deliberately raised prices by:

e doubling VAT
@ raising interest rates
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° !‘ng the nationalised industries to raise
their prices — gas by 29 per cent, and
electricity by over 20 per cent

raising prescription charges to £1
raising council rents
raising school meal charges

abolishing the Price Commission, so
taking all controls off prices.

So it's the government which is forcing
prices up: trade unionists are left trying to
make sure their wages catch up.

The government's policy of controlling the
money supply has been a failure in holding
down prices. It has had difficulty even
controlling the money supply. Some firms
that have found it difficult to borrow from
banks have managed to find other ways of
getting credit — such as borrowing from
other firms. And the government has had to
borrow money to pay the increased

loyment benefits ing from its
own policies!

Government policies

@It must be the worst Conservative
Government that industrialists have
ever known. The worst for cutting
output, for cutting investment, for
throwing people out of work — up
by a half since they took office.

And offering us even lower
output and lower investment, even
more imports and more
unemployment. And then they
have the gall to say it’s all our
fault, the effrontery to tell the
British people that it will all get
better if we take enough of their
nasty medicine. But when? They
won’t say. And at what cost? At
the cost of misery for hundreds of
thousands of people. At the cost of
billions of pounds of lost output.
At the cost of falling further
behind in the race with Germany,
Japan and other advanced nations.
This is the road to nowhere.

This is destroying our future.®

Len Murray, 1980 TUC Congress




Government policies

the real effects

Even in its own terms, this government’s
policies cannot work — they are destroying
the British economy, not reviving it.

But it's real people that are being hurt.
Cuts in public spending, cuts in benefits,
cuts in services cause widespread hardship.

State benefits and public services. In its
1979 election manifesto, the present
government said it would be ‘concentrating
welfare services on the effective support of
the old, the sick, the disabled and those who
are in real need’. Yet one of its first acts has
been to cut the real value of National
Insurance benefits — increasing them by

5 per cent less than the rate of inflation,

for the next three years. This applies to:

@ unemployment benefit

@ sickness and injury benefit
® maternity benefit

® invalidity benefit.

And it has decided not to increase pensions
in line with inflation — so pensioners will
suffer.

Planned spending on public services has
also been cut. For example:

® housing. Council house building has been
cut to the level of the 1930s

@ education. Spending on schools will be
4.5 per cent lower in 1980/81 than in
1979/80

® personal social services. Spending down
by 6.6 per cent.

“Of course for some areas of government
spending, money appears to be no object
Defence spending will be growing at 3 per
cent a year up to 1983184. The government’s
priorities are clear from the figures: by
1983/84 overall expenditure will be 4 per
cent down on the 1979180 figures, education
will be 11 per cent down, aid to industry
40 per cent down, housing 50 per cent
down, but defence 13 per cent up.”
TUC, The Threat to Industry and
the Welfare State

The government says that public spending
is too high, but Britain now devotes less of
its national income to public welfare
spending than any other country in the EEC.
Welfare spending
The chart shows the
proportion of national
income spent on public
welfare — 1974

The low paid. The government has made
much of its income tax cuts. But for most
people this has been more than wiped out
by the rise in VAT, increases in mortgage
interest rates, and increases in council house
rents.

The effect of the 1979 and 1980 Budgets
and the rise in interest rates has been a
massive shift of income from the low paid to
the high paid:

© a couple on £60 a week (£3,120 a year)
are about £2 a week worse off

@ a couple on £100 a week (£5,200 a year)
are about £5 a week worse off.

But:

© a couple on £400 a week (£20,800 a year)
are about £20 a week better off

@ a couple on £2,000 a week (£104,000 a
year) are about £354 a week better off.

So the government is attacking the low paid
on a number of fronts:

© cutting the real value of benefits
@ cutting public spending
@ raising indirect taxes and interest rates.

Unemployment. We know that government
policy is to allow unemployment to keep
on rising until inflation is ‘squeezed out of
the economy’. We also know that this policy
is destroying British industry. But it is worth
stressing just how deliberately the
government is increasing unemployment.

Government policies are designed to
create unemployment. High interest rates
mean that firms cannot afford to borrow
— this is what the government wants. The
result is that many firms are going bankrupt,
many more are laying people off — and
communities are dying. Britain is in a slump
— and not yet at the bottom of it. 400,000
jobs were lost in manufacturing industry
over the last year.

In the public sector, spending cuts mean
that by 1984 300,000 more jobs may be lost.
And this means less spending on private




Another hospital is
closed — even fewer
beds for the sick

o Ot Domastc progse—7,
) ubﬂuu“
100 050

sector goods and services. For each job lost
in the public sector another job will be lost
in the private sector.

We have already seen that Britain is
suffering from:

@ deep-seated problems in the economy
® the international recession.

To these we can now add a further major

problem:

® the policies of the present government.

Unless the government adopts new policies,
as set out in the next part of the book,
Britain will be turned into an industrial
wasteland — no price rises, to be sure, but
also no production, and no jobs.

Little Morton home in Hastings for
ill elderly people, eight of the 26

s died within six weeks of being told that

< would have to close. Staff believe that
the closure proposal was at the very least a
contributory factor in the increased depression,
incontinence and confusion of the residents, and
muy have been a factor in the unusual number of
sudden deaths. ®

Community Care, November 1979

@ Further cuts in the social services may endanger
the lives of children and young people, and
shorten the lives of the elderly. If the government
requires more savings to be made, then it must
accept the responsibility for stating which client
services will be sacrificed and which protected,
and it must share with local government the
responsibility for saying this openly and frankly. ®
Association of Directors of Social Services,
1980.

Government policies

checklist

Sunday Times, 16 November 1980
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The trade union alternatives

®There is an alternative to this

disastrous state of affairs — but

not without a complete change of

direction in Government policy and

an entirely different set of

priorities. We reject the present

government’s policies and

priorities. Our objective is

sustained full employment and we

re-assert our belief in a positive

alternative approach based on:

e an expanding economy

e partnership and co-operation
between Government and the
trade union Movement

o the control of inflation

e intervention and assistance to
promote industrial regeneration
and employment

e public investment, public
services and social benefits

e greater social and economic
equality.®

TUC-Labour Party Liaison Committee, Trade

and Industry — a Policy for Expansion
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(A 9he present government’s
4 policies are based on two key
ideas. They say:

/ ©economic recession and high
unemployment are needed to control
inflation - )

e only private industry can regenerate
the economy. The government
shouldn’t take direct action to reverse
the slump.

So public spending is being drastically
cut while public and private borrowing
are held back by high interest rates. The
result is a deliberately created recession.
Unemployment and anti-trade union
laws are being used to weaken the
opposition to the government'’s plans.

The result of these policies is huge
waste and social injustice.

Millions are idle while our basic
industries are being destroyed. Urgent
social needs remain unmet.

Even in the long run the government's
policies are self-defeating and
unworkable. The TUC has alternative
policies which can rebuild our economy
and avoid the scandalous waste of
unemployment.




The trade union alternatives

We say the government must:
® boost public spending
@ create jobs now
@ plan for industry
@ control imports
@control prices
@share the wealth.
We'll look at each of these in turn.

boost public
spending
Public spending must be substantially

increased. This is an essential part of any
stratagy to get out of the slump.

IT MIGHT HURT FoR
A BIT, BUT THERES NO
ALTERNATIVE TO THE
GOVERNMENTS DPauc/zs.
E’ 35

These are the reasons for increasing state
spending:
Public spending creates jobs. Many areas of
the public sector are labour-intensive. Public

spending creates jobs in the private sector
too, as the public sector buys goods and
services from private industry. Even more
jobs are created as the people who are
given new jobs spend their wages and
salaries. In contrast, the cuts in public
spending have already destroyed many
thousands of jobs in both the public and
private sectors.

The cuts are self-defeating. Cuts create
unemployment — so the government loses
tax income while the bill for unemployment
pay grows. The government’s answer is to
cut spending even more. Spending must be
increased to break this spiral into the slump.

Public spending is needed. The old, the sick,
the homeless, the young all need the
facilities which they can only get from public
services. The government says that public
services and education are ‘luxuries” which
we must cut back on when finance is tight.
This is false. So is the claim that the cuts are
just ‘trimming the fat’ and ‘eliminating
waste'.

Public services are a key part of our living
standards. But the government feels they
are extravagant and dispensable because
they aren’t sold for profit. Social services,
health services and education are a vital
investment in our welfare. To cut them is
divisive and counter-productive. Ordinary
people suffer while the better-off can look
after themselves.

New i could cut f: i
jobs. If private industry does recover, much
new investment will be in new technology,
which on its own won't create new jobs. We
must look more and more to the public
services to provide jobs in the future.
Besides increasing the quantity of public
spending the trade union Movement is also
interested in the quality and effectiveness of
public services. The TUC opposes the
current levels of spending on armaments.

19
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And we want to see more democratic
invol and union participation i
planning for future spending.

Union priorities are better pensions,
increased child benefits and improvements
in the National Health Service and
education. Housing and social services are
other areas of urgent need which can only
be met by expanding state spending.

create jobs now

Unemployment is expensive. So special
measures to create jobs are cheap — just
think of the savings on dole payments and
the tax revenue generated. The TUC has

calculated that extra spending of about £350
million could help to create or safeguard up

to a million jobs.
The government should:

® further expand the Youth Opportunities
Programme

® channel more cash into apprenticeships

® create temporary jobs for long-term
unemployed adults

® increase opportunities for redundant
workers to retrain for new skills

® give more subsidies for short-time
working

® help older workers to retire early without
heavy financial loss.

This would help reduce the hardship of
unemployment. It would give real value for
money. But it's no substitute for a
programme to rebuild our industries and
provide permanent secure jobs. We look at
this next.

checklist

The old, the sick, the homeless, the young
all need the facilities which they can only
get from public services :

plan for industry

‘The 1980s can be a decade of opportunity
for the UK economy. North Sea oil and the
hnological advance in mi I i
could enable the UK to catch up the years

of decline in relative performance, but to
take ad ge of these d the
g must end its d i
obsession with monetary policy.”

TUC, Economic Review 1980

Private industry, left to itself, cant be the
key to future prosperity. Business confidence
is at its lowest for 40 years. The high cost of
borrowing has crippled investment while
sales and output are shrinking for the first
time since the war. The over-valued pound
has made it harder to sell exports abroad,
and imports have become cheaper.

Whole areas of manufacturing industry are
on the verge of collapse as the recession
hits sales, increases costs and undermines
profitability-

There is no shortage of funds for
investors, and North Sea oil has opened up
enormous opportunities to re-equip our
industry — but these opportunities are being
thrown away. The banks and multinationals
have been given the freedom to invest
anywhere in the world. Few show signs of
investing here. We've already seen British
firms have a very poor record for
re-equipping in this country.

The government must intervene to create
an economic climate in which recovery can
take place. And it must direct investment to
the areas where it's needed.

The government has cut regional grants to
industry and cut back the role of the




Natigmal Enterprise Board. The nationalised
ind¥@ies have been starved of cash, and
forced to meet unrealistic financial targets.
In @ish Steel’s case the result is that
th&&*Fands of jobs have gone and valuable
steel-making resources are lost for ever. The
government plans to sell off the profitable
parts of nationalised industries — making it
even harder for them to be viable in the
future.

Government policies are making the effect
of the recession on industry even worse. We.
are seeing a wholesale de-industrialisation
which will cause lasting damaging to our
basic industries.

Government spending should be
i to boost d din the
But industry must also get special
treatment: The government should be
directly involved in promoting industrial
recovery.

These are the main points of the TUC plan
for industry: .

Cut interest rates. The high cost of
borrowing is increasing industry’s costs and
deterring new investment.

Government intervention. The state must
take an active part in re-equipping British
industry. So the National Enterprise Board
must be given more funds, and funds from

The trade union alternatives

effectively into industrial investment. A new
National Investment Bank should be created
to take ge of the cash g d by
North Sea oil.

We need to identify priorities for
investment. Unions must be involved in this
— for example, through the Sector Working
Parties set up under the previous Labour
government. Planning agreements between
firms and the government will be needed to
make sure that industry plays its part in the
recovery.

Support the nationalised industries. They
must be given realistic targets and enough
finance. The need for continuing subsidies in
areas such as railways, steel and

ipbuilding must be i asitisin
other countries. These industries are vital to
any economy. It's nonsense to insist that
they must make profits or be cut to the
bone.

More i is needed to i
productivity — and hiving off successful
parts of nationalised industries should stop.
And the G should stop i
private ‘competition” where the pickings are
richest (inner city mail delivery, or profitable
bus routes).

Help the dep: areas. The go
has cut aid to the regions hardest hit by
I . These cuts must be

the banks, pension funds and i
companies must be channelled more

—
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The race union alternatives

Technological change. The government has
a vita! role to play in promoting the use of
new technology, while safeguarding working
people. We need an economic climate which
encourages investment, or we'll fall even
further behind our competitors.

We nzed:

® state investment in the production of
electronic components

® enough money for training and retraining
schemes

@ financial help and advice for new ideas on
products and techniques

_ ® prop=r safeguards for workers affected by
technological change.

Democratic control. The TUC's industry
policy can only work if unions have more
democratic influence over companies;
especizlly in the many cases where
innovation could have serious effects on
working conditions and jobs. We cannot rely
on private industry to protect the interests of
workinzg people.

Many trade unionists feel that government
money has been given to firms in the past
withouz 2nough accountability. Firms have
movec or closed when subsidies run out.

F\y-by-n'\ght firms take

p\ants
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A sirong framework of planning
agrezmznts will be needed to prevent abuse
of statz zssistance to industry in the future.

control imports

We'v= seen how imports of manufactured
goods have been growing as the economy
has declined.

Our t=2ding position has often held back

the economy in the past. As we expanded
we sucx=d in imports, threatening the
balance of payments. So governments put
the brak=s on the economy. North Sea oil
offered tne chance to lift this pressure by
lessening our dependance on imported oil.
But our Door manufacturing record means
we are wasting this opportunity. Many of
our industries need a breathing space to
reduce tne pressures of foreign competition
while w= re-equip.
The ‘strong £'. The value of the £ is at a very
high lzv=l, making imports cheaper, and our
exporis harder to sell abroad. The £ must be
reducec in value as soon as possible.
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Managed trade. The unions are calling for
government planning to help re-equip
industry and control prices. International
trade can be no exception. It must be
controlled to help industrial recovery. This
means controlling the import of certain
goods such as textiles, clothing and cars, to
protect core industries. The unions are not
arguing for a permanent tariff wall or a
siege economy. We want temporary
selective controls to provide help while
industry re-equips.

Many other countries use various
admini: ive and legal hods to protect
their home markets — Japan is only one
example.

Retaliation. Opponents of import controls
argue that they would make us worse off, as
other countries would retaliate by putting
barriers on our exports. But we would be
aiming to stabilise our imports rather than
reduce them drastically. And in the long run
other countries would gain from a
successful programme to revitalise our
economy. Other western countries have
more 1o lose than us in any trade war. We
buy more from them than they buy from us.

Multinationals. The growth of large
multinational companies has made it more
difficult for governments to control trade
and international money movements.
Planning agreements must be used in the
future to regulate the activities of
multinationals. We must halt the trend of
multinationals making a larger and larger
share of their products abroad.

The third world. Critics often claim that
import controls ‘export unemployment’,
especially to the third world. But most of the
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proposed selective controls are for
high-technology products from advanced
countries. Even so, special arrangements
may be needed to expand trade with third
world countries. Our trade with these
countries has been hit since we joined the
EEC, and should be stepped up again.
Government aid to third world countries
must also be increased.
We want
temporary
seiective
controls to
provide help
while industry

chec;‘!ist re-equips
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contro!l prices

The government’s policies have
significantly increased prices, as we have
seen.

They've deliberately boosted rents, rates,
fuel prices and public transport fares, while
the high cost of borrowing has hit people
with mortgages. The recession has
increased industry’s costs and put up prices.
The increase in VAT has raised prices for
ordinary people. Living standards are also
being hit by unemployment and cuts in the
social wage.

Meanwhile price controls have been
abolished. The government claims that
prices are now being brought more under
control. But the two main reasons for this
should give us no satisfaction — many firms
can't put up their prices because they can't
sell their products, and imports are
becoming cheaper as the value of the £
soars.

The trade unions see price controls as the
main way of controlling inflation. They will
be increasingly needed as the economy
grows — 1o stop excessive profits.

So the unions are putting forward these
points:

effective price controls

the Common Market Agricultural Policy
must be changed to bring down food
prices.

public transport fares should be cut to
boost passengers and save energy

the current rate of VAT should be cut.

share the wealth

The government says that high tax rates
have removed ‘incentives to work’. But its
policies have helped the rich at the expense
of ordinary people. Cuts in income tax have
benefited high earners, while the increase in
VAT has had a big effect on people on
average and low incomes. Cuts in the social
wage hit the low paid very heavily as well.

Claims that we are overtaxed are not true.
In fact the amount we pay is one of the
lowest in Europe. But the burden is unfairly
distributed, with working people paying too
much, and companies and high earners
paying too little. On top of this, companies
and high earners can avoid tax in ways
which ordinary people can't.

We must move towards a fairer society,
and scrap the present government’s divisive
and unfair approach through:

@ atax policy aimed at a fairer distribution
of income and wealth

@ a cut in the amount of tax raised from
VAT

® help for the low paid by lower tax rates
on low incomes

@ increased child benefits and pensions

@ heavier tax on company profits.

will the alternative
work?
The government’s current policies cannot
work, even given time:
® cuts in public spending are self-defeating
© recession is the worst possible climate for
modernising industry

@ private industry is being badly hit by
government policies. It will not be able to
start an economic recovery.

The economic slrale?‘v put forward by the
unions offers the only hope for a just and
prosperous society. But how can it be made
to work? Here are some common objections
to the trade union strategy. The replies
show that the trade union approach to the
economy will work.

how can we afford

How CAN WE INCREASE
PUBLIC SPENDING NOW? WE D
BE SPENPING MONEY WE




war policies. Since 1945 governments _
oth parties have been committed to
ing public spending to control the
‘onomv and provide steady employment.

0 public spending has been used to boost
the economy and prevent recessions in the
past. The government is breaking with past
practice in refusing to do this. Its approach
is the same as the one used by governments
in the 1930s.

Unemployment is a huge drain on the
nation’s resources. Bringing it down will
release cash for more productive use. It will
also boost tax revenues.

North Sea oil is generating huge resources.
These must be put to work in industry.

Cuts in the arms bill would release
resources for more useful forms of public
spanding.

Taxes are lower than in other European
countries. We can afford to increase taxes,
especially on the better-off, to help pay for
government spending.

Borrowing can be used to raise some of the
money needed for government spending,
especially in the first stages of the policy.
We don't feel that public borrowing must be
cut at all costs. It's quite proper for a
government to borrow, and the need for this
will be less as the economy and tax
revenues start to expand again.

won’t it put
prices un?

THE GOVERNMENT'S
GOT TO GET [NFLATION
POWN BEFORE |T STARTS

70 SPEND AGAIN.

What's the point of eliminating inflation if
the end result is millions unemployed and
industry in ruins?

There are many causes of inflation,
including the government’s own policies on
interest rates, exchange rates, taxes and
cuts. We don’t accept that one factor alone
is to blame. In the long run the only way to
defeat inflation is to make industry more
efficient and competitive. This won't happen
unless we have a policy of expansion to
encourage new investment and
modernisation.

The TUC wants price controls to limit
inflation while this happens.

The trade union alternatives

what about
imports?

EVEN IF PEOPLE :
HAD MORE MONEY, THEY P &7 ‘;:,

JUST SPEND ]TON &
/MPORTS.

Exchange rates would have to fall. This
would put up import prices, and make our
own goods more competitive at home and
abroad. Boosting public spending rather
than making tax cuts will lessen the
tendency to import more as the economy
grows. And the TUC advocates temporary
import controls to protect core industries
while modernisation takes place.

no easy options

Nobody is claiming that the TUC’s.
programme is an easy answer. But it does
offer the prospect of economic recovery and
an alternative to disastrous levels of
unemployment.

The Movement's strategy can only
succeed if it’s understood and supported by
all trade unionists and by the general public.
Every level of the trade union Movement
must work hard to win this support. The
next section looks at ways of doing this.
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Union policies in action
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ur problems can only be

tackled by a radical shiftin

government policy—on the lines
setout by the TUC. But thiswon't
happen without extensive backing
from working people. So the trade union
Movement at every level has to publicise
and argue for the alternatives to slump
and social division.

Bargaining for jobs. Unions must work,
through collective bargaining, to protect
their members from the threat of
unemployment, particularly in the face
of rapid technological change. Union
bargaining is a central part of the fight
against unemployment.
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@ The aim of this phase
of the Campaign is to
promote discussion of
the economic crisis and
trade union alternative
among members and
the general public.

It is vital that the
issue of unemploymen

TUC statement

Union organisation. High unemployment
can severely weaken union organisation.
Fear of losing a job undermines the will
to take action. The threat of redundancy
can divide and demoralise trade
unionists. Part of the union strategy
must be to build awareness and unity.
among trade unionists, and to
strengthen union organisation in the
face of the threat to jobs.

The unemployed. The unemployed have
a special interest in the fight for
alternative policies, but they're often not
involved in trade unions because they
are not in work. Unions must find ways
of involving and helping the jobless.




and trade union and
TUC alternatives to the
present disastrous
policies of the
government are
understood and fought
for throughout the
union Movement.2

Campaigning. Many local campaigns are
being mounted to expose the effects of
closures and public spending cuts.
These campaigns must be used to get
across a better understanding of the
issues behind the crisis.

bargaining for jobs
All parts of the economy are suffering
from the recession and the government’s
policies. But some are in more trouble than
others, and the chances of

Union policies in action

protect jobs — in other cases new
government policies will be the only real
answer.

The main aim must be to protect job
opportunities by preserving the number of
jobs. Any proposal for ‘voluntary’
redundancy or ‘natural’ wastage fail to meet
this objective, and you should only consider
them when other tactics have failed. Unions
must have advance warning of any changes
which could affect job prospects, and full
rights to negotiate for job security.

You must think ahead to prepare

bargaining on jobs will vary. You must
weigh up your own si i fully and

policies and mobilise union
members to react to closures and

plan union strategies with this in mind. In
some cases your employer could do a lot to

No sector or firm is immune
to the racession. The time to develop union
strategies is now.

Organise
workplace and
branch meetings
on unemploy-
ment and the
TUC's alternative
policies.

Keep local
press, radio
and tv stations
informed




Union policies in action

Cut working hours. This must be done while
protecting pay. Methods include cutting the
working week, increasing holidays, and
bringing forward the retirement age. The
priorities set out by the TUC are:

® the 35-hour week
® less systematic overtime
® longer holidays

® more time off for trade union duties and
trade union education

@ time off for continuing education and
sabbatical leave

® early retirement for older workers, with
improved pensions.

We must insist that shorter working time is
used to increase the number of jobs, not just
to benefit the existing workforce.

New products and markets. Many firms
could maintain or expand production if.they
were forward-looking about new products
and markets. In particular, new technology
offers opportunities to improve products and
create new markets. Unions’ reps should
raise this with their employers.

Safeguards for technological change. If

companies are thinking of re-equipping,

they'll be aiming to cut costs. New
based i could d

@ advance warning and consultation on
changes

® no change without agreement
® 'no-redundancy’ guarantees

® retraining programmes to give workers.
the skills for new techniques

® full consultation on job design — to limit
de-skilling and loss of control over work.

And these policies should go with the
demand to cut working time, safeguard jobs,
and segk new products and opportunities for
expansion.

Alternatives to redundancy. Even if the level
of work is falling, redundancy can often be
avoided.

Some options are:

® short-time working
® reduction of work put out to contractors

® job loss through ‘natural’ wastage — this
method avoids compulsory redundancies,
but can discriminate against those who
change jobs more often, especially
women and young people.

The Temporary Short-time Working
Compensation Scheme currently enables
employers to claim special payments from
the government if workers are put on short
time instead of being made redundant.

change the way work is done, making
ditional skills redundant, and elimi
many jobs. On the other hand, new
technology might improve conditions at
work if it were used with union interests in
mind.
Here are some union policies to cope with
changing technology:

=
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P ion for workers. When
jobs are threatened, unions should always
aim to oppose redundancies and seek
alternatives. In some cases this may not
succeed, and job loss will be unavoidable.
Then unions will need to go for maximum
compensation for members who must lose
their jobs.




Union policies in action

Consider these points:

® voluntary redundancy instead of
compulsory redundancy

@ early retirement, with protected pension

rights

@ compensation on top of legal minimum
redundancy pay

e redundancy pay for those not covered by
law, such as young workers, short-service
workers and part-time workers.

union organisation

Unemployment and the threat of
redundancy always put a strain on union
organisation. Members can become
demoralised and less willing to support the

Members
must be
aware of the
link between
government
policies and

4 the threat to
jobs

that redundancy payments are generous, or
that social security benefits and

loy pay are Fewer
firms are now paying more than the state
minimum redundancy pay, and the real
value of unemployment benefit and social
security is being cut. More attacks on the
dole are planned — earnings related benefit
is to be phased out, and redundancy pay
will count against unemployment benefit.

Monitoring job loss. Union reps should be
on the alert for natural wastage and failure
to replace workers who leave. And unions
should resist attempts to increase workloads
by not recruiting new staff. If necessary,
members should be prepared to refuse the
extra work.

ing for y.
must be shown that volunteering for
without union appraval can

union. The announcement of red

can split the workforce. People who feel
their jobs are safe may not want to resist,
while others may be keen to draw
redundancy pay.

Thera may be conflicts between members
about who should go. Some may be

imistic that i to
can succeed.

One important source of weakness is the
feeling that redundancies are inevitable, and
that there’s no alternative to the present
government’s policies.

Wider awareness of the TUC's alternative
policies will hen union isati

severely undermine efforts to preserve jobs.
They could be ‘selling’ jobs which are not
theirs to sell.

New technology. Unions should tell all
members how new technology could affect
them, and should work together to negotiate
on new technology.

Union links. If all this is to work, good
communications are needed — both within
and between unions.

Some areas to look at are:

® co-ordination between unions in the

and the will to oppose redundancies.

Members must be aware of the link
between government policies and the threat
to their jobs. The central aim of the TUC
campaign is to make this clear.

The reality of unemployment. Members
must be alerted to the serious threats which
face them. Unions should stress that
redundancy payments are no solution. It's a
myth to think that other jobs are easy to get,

links between unions on different sites

agreed plans for dealing with threatened
redundancies

bargaining priorities to help reduce future
job loss
regular meetings and bulletins, to develop
trade union attitudes to unemployment,
and build support for union strategies.
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Union palicies in action

® check'ist the unemployed

The government is now attacking the
unemployed and their meagre living
standards. Myths about ‘scroungers’ and
‘the workshy’ are spread through the media.
M hile the go is i
unemployment benefits and social security.
— trying to avoid the costs of the
unemployment that its own policies have
created. The unemployed must be given the
confidence and organisation to help them
resist these attacks.

Union members should think about their

ibilities to the d. If
workers who lose their jobs can keep up
union membership and go to union
meetings, they can then voice their
problems and needs.

Many unemployed workers lose contact
with their unions. They become isolated,
and are denied the advice and support they
need. They lose the chance to take part in
the campaign for jobs and for new economic
policies.

At the moment the TUC is looking at ways
of helping and involving unemployed
workers, for example by:

@ making it easier for workers who lose
their jobs to stay in their unions, and go
to branch meetings

® special training courses for the
unemployed — on the causes of
unemployment and the personal
problems it creates

® local centres where unemployed people
could meet each other and get advice —
for example on social security and
job-hunting.

More inf ion about TUC initiatives for

the unemployed will be available soon.

Union cenire
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Union policies in action

Unions must
put forward
the alternative
policies of the
Movement

Trade unions must spread the union
message in each local community. Trades
councils have a vital role to play in this. .
Local redundancies and cutbacks in public
services are a big opportunity to attack
government policy and argue for the trade
union alternative. There are many ways of
doing this:
® letters, interviews and articles in local

papers, radio and TV

@ lobbies of council meetings, firms
planning closures, public services and
hospitals which are to be cut, and so on

® petitions, leaflets, marches and public
meetings to alert the community to
threatened jobs and services.

Local campaigns can be used to highlight all

the ways that government policies affect

working people. Examples are:
local job loss
cuts in health and social services
rent rises and housing cutbacks
public transport cuts and rising fares
price rises
recreation cuts
poorer school facilities, higher school
meal charges, and bigger classes
attacks on women's rights and jobs
neglect of pensioners and the old
hardship for the disabled.

In many cases there are groups within the

community which can help extend the

2ign. i s iati tenants”
associations, women's groups, parents’
associations, public transport users, and
others can all be useful in publicising the

real impact of government policies. Unions
must build links with groups like these —

directly and through local trades councils.

In joint campaigns, unions must put
forward the alternative policies of the
Movement, as well as just criticising the
impact of the present government’s strategy.

Local campaigns can highlight the effect of
government policies




Union policies in action

the next steps checkliSf

The TUC has called on unions to make
sure that the issue of unemployment and
the TUC's alternatives are on the agenda at
union meetings in workplaces and branches.
And the campaign must take the message to
the public through the local papers, radio
and TV, and activities organised by trades
councils and other groups.

Here are some guidelines to help you run
meetings and discussions and make use of
the local media.

Many k have
a tradition of meetings for members at
lunchtimes, or at the end of the day or shift.
You should plan to use these meetings to
discuss unemployment and the TUC's
alternatives. This book will help you.

You should also produce your own
handouts and broadsheets, using the
checklists in this book, and adding local
material. '

Branch meetings. Many branches try to

make their meetings lively and interesting

by building in discussions and even short
A 3 <

often org; by a
branch education officer. The TUC has asked
unions to get the issues in this book onto
branch agendas.

One way to do this is a short session
introduced by a union official or rep,
followed by a discussion.

You could try new ways of doing this —
such as small group discussions, followed
by reports and general debate.

It would help if handouts were available to
focus on the key points.

Using the local media. One way to get the
union message across to the public is to use
the local papers, radio and tv. If you are
planning campaign activities, let themn know
about it in advance. Develop contacts with
local journalists, issue press releases, and
for a big event, call a press conference.

See the booklist on page 35 for details of
guides on this.

Pressure for the
alternative is growin
Liverpool
demonstration,

29 November 1980




Finding information

Finding

information

If you are writing a leaflet for your
members about unemployment — or
addressing a branch meeting, or checking
on closures and job loss in the area for the
trades council — you may need extra
information.

national and regional
information

® The Department of Employment Gazette
has statistics of employment and .
unemployment, broken down by region,
areas, occupation, and age. It also gives
information about the length of time-
people stay unemployed, and about
vacancies.
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Information from the DE Gazette

British Business (it used to be called
Trade and Industry) is a government
journal with information about profits,
bankruptcies, investment. It also gives
details of what's happening to the
economy — such as output, prices, the
balance of payments, and the exchange
rate.

Information Investment

Manufacturing industry. The

Business volume of fixed investment by
manufacuring industry, on
revised estimates, fell sharply by
5 per centin thesecond quarter of
1980. In the first half of the year
investment also fell by 5 per cent
and was 4 per cent lower than a
vear carlicr. This path is consis-
tent with the downturn antici-
pated by the Dol's investment
Intentions survey which sug-
gesteda fall of between 810 12 per
cent in 1980 as a whole.

Much of the information in this book comes
from these two journals. British Business
comes out every Friday, and costs 95p.

The Gazette comes out once a month and
costs £1.65.

They can be bought from any Government
Bookshop — the address is in the phone
book — or you could try a local library.

local information

You may want information for a small
area — your town, for instance. Your union
or the trades council may already collect
these figures. If not, try:

@ Your local authority. It may produce
information bulletins about jobs, closures,
and redundancies. Some local authorities
have departments which give aid to firms
or co-ops setting up in the area, or help
them get grants from the government.
Planning departments of local authorities
and county councils produce structure
plans — which show the types of industry
and jobs in the area. Try contacting the
inf ion or press dep at your
local town hall to see what they can
produce.

Manp Services C (MSC).
Local employment offices actually collect
the details of unemployment, closures,
and redundancies in the locality. District
and regional offices produce figures for
wider areas. Look in the telephone
directory under ‘Manpower Services
Commission Employment Service
Division’ for the addresses and phone
numbers.

Vncancioe
s

e
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Information from the MSC.




Pooklist

Here are some details about other
pamphlets on economic and social policy
which have been published by the TUC and
unions:

TUuC The Threat to Industry and the
Welfare State — outline of the
crisis, attacks on the welfare state,
the TUC alternative

The Cuts: 400,000 Jobs at Risk —
spells out how the cuts hit jobs in
the public and private sectors

Economic Review — detailed
annual analysis of the economy
and TUC policies. A new edition
will appear early in 1981

Briefcases — short informative
leaflets on education, local
government, the NHS, women,
social security, construction and
housing — outlines how the cuts
affect them

Trade and Industry — a Policy for
Expansion — a joint statement
from TUC-Labour Party Liaison
Committee on industry policy

Textiles, Clothing and Footwear —
analysis of these severely hit
industries, with statement of union
policies

The Role of the Financial
Institutions — impartant
statement of policy on the funding
of industrial investment including
control on export of capital, the
need for new institutions and role
of pension funds

How to Handle the Media —
useful guide to effective use of
press, radio and tv. See also Using
the local media — free from the
TuC

TUC Cuts Checklist — a periodic
survey of cuts in public services,
and their effects

Save British Industry — clear
analysis of our industrial decline
and the union alternative

Import Controls Now — the case
for controlling our trade

The New Vandalism — Tory
Industrial Policy — spells out how
government policies hit industry
and jobs

So Who Needs Public Services? —
shows how the cuts damage.
services and the people that use
them

Public
Service
Unions

Booklist

New Deal for Steel — extensive
analysis of the problems of steel.
Shows clearly that there are
alternatives to the destruction of
the industry

Employment in Clothing — a
Struggle for Survival —
documents the collapse of jobs in
the clothing industry

The Miners and the Battle for
Britain — NUM view of
government policy for the coal
industry

Action Now — how recession is
hitting the paper and board
industry

Control Imports Now — sets out
the need for trade controls. Looks
particularly at cars, electronic
goods, chemicals, rubber and
other industries

Social Security — the Tory Attack
— gives details of government
policies to cut social security
benefits

Advice for Redundant or
L

guide for'the unemployed from
the TGWU in Wales

British Leyland — the Next
Decade — policies for BL from
four of the main unions in the
company

Construction Cuts Hit Everyone —
shows how badly cuts hit the
building industry, and the effects
this will have on workers and the
public

Defend Direct Labour — the case
for local councils to continue to
employ their own building workers

The Other Half of the Picture —
effective statement of the case
against cuts. Good explanation of
monetarism. Jointly published by
CPSA and SCPS

The Advance of Decline — SCPS
analysis of government strategy
and the damage it is causing

The Black Economy — exposes
the extent of tax fraud and lack of
government action. Published
jointly by five civil service unions

Government Cuts in Environment
and Transport — from CPSA,
SCPS and IPCS jointly
Is this the Right Approach? —
CPSA and SCPS look at the impact
of cuts in the departments of trade
and industry

35
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Abuse of Social Security — facts
on social security cuts from CPSA
and SCPS

Behind Closed Doors — important
review of how public spending is
planned, with union plans to make
this more democratic. Published
by a group of public service
unions. Available from NUPE
Prospects for Britain — NUPE
review of the impact of
government policies. Available
from February 1981

Give Britain a Boost — NALGO
leaflet on the unions’ economic
strategy

Public Expenditure in the 80s —
useful look by NALGO at the
future of public spending and its
role in the economy

The Economy and Public Policy —
NATFHE statement on economic
policy and full employment

Save our Schools — Stop the Cuts
— three linked pamphlets from the
NUT about the impact of cuts on
schools.

Many unions also publish regular bulletins
and articles on economic issues. We do not
have space to list them here.




the arguments

For the Campaign against the present government's
policies to succeed, trade unionists must be able to combat
the myths that are commonly put forward.

aim  This activity will help yop to combat
some myths about the economy which
are widely put about by the media.

task

Discuss each of the following statements in your group.
Make notes on the key points you would use to combat
them in discussions with your members.

You will find various pages of the book useful, but you
shqu/d think of local examples of your own to back up your
points.

Elect a spokesperson to report back for your group — a
different one for each myth.

® ‘The money that should be going into industry is being
drained off by public spending on social services. That's
the root of the problem.” (see pages 4-5, 11-14 and 19)

“Jobs are lost when workers ask for too much money.
They have only themselves to blame if they price
themselves out of a job.’ (see pages 4-5 and 11-17)

‘There’s been too much state interference in industry.
What's needed is more freedom for employers, and
more incentives — that’s what will revive the economy.”
(see pages 4-5 and 13-23)

There are still plenty of jobs open — it's just that the
workshy won’t move to where they are.’ (see pages 6-9)

‘Unemployment could be solved if women went back to
the home.’ (see pages 4-9)

‘Of course unemployment is bad, but there’s no
alternative to the government's policies.” (see pages
13-15 and 18-25)




spreading the message

There are many ways of getting across to your members
and the general public the facts of unemployment, the
disastrous effects of government policies, and the trade
union alternatives. For example:

@ leaflets among your members
® posters at the workplace
e i el

for your
® articles in trades council journals
® press releases for local newspapers and radio stations.

alms This activity will help you consider how
you can get the message across, and
give you practice in preparing a leaflet,
poster or press release.

task °
With the other members of your group, prepare
® 3 Jeaflet for distribution to your members, or
® 3 poster for your workplace, or
® a press release for your local newspaper | radio station.

You will find the checklists and Union policies in action
useful. But again stress the local dimension — the impact
of unemployment on your area, the real reasons why your
firm is in difficulty, the effects of cutbacks in public
spending on the community, how the trade union
alternatives would help.




campaigning

It’s vital that all trade unionists take an active part in the
Campaign. You'll need to think clearly how to protect jobs,
and how to promote the Campaign, at work and in the
community.

aims This activity will help you decide the
practical steps you can take to promote
the Campaign and to protect jobs.

task

Discuss with the other members of your group how you
can best protect your members” Jjobs and further the
Campaign.

Make a note of:

® the main points you would put to your members to make
them aware of unemployment and the need to campaign
for alternative policies

® the best ways of getting the message across to your
members and the community

® your main priorities for action on collective bargaining,
union isation, and local igni

You'll find The trade union alternatives and Union
policies in action useful, but again think of local examples.

Make sure you elect a spokesperson for the group.




10 DOWNING STREET

From the Private Secretary 16 October 1980

I enclose the record of the Prime Minister's
meeting with the TUC General Council on Tuesday.

I am sending a copy of this letter and
enclosure to Ian Ellison (Department of Industry),
Richard Dykes (Department of Employment) and
David Wright (Cabinet Office).

I P. LANKESTER

A.J. Wiggins, Esq.,
H.M. Treasury.




TUC GENERAL COUNCIL'S PRESS CONFERE, ~LD AFTER MEETING WITH THE
PRIME MINISTER ON TUESDAY 14 OCTOB: T#10 DOWNING STREET

in wﬁich we advanced to her the policies which we believe
the Government should be following to deal with the very serious
unemployment situation which we now have in this country. We pinpointed
in detail the various economic measures which we believe are essential
if we are to survive as a major industrial nation. I think you have
got a copy of the paper which has been the basis of the argument which
we have put forward this afternoon and we have then been involved in a

discussion with the Government Ministers about the various pUAnt§7§51§E3

in our policy. We highlighted a number of things that we think are
essential to the present situation. We talked about the high level of
interest rates, talked about the exchange rate, the effect that has on
our imports and exports, we talked about the need in our view for
selective import control, we talked about North Sea o0il, we talked about
a veriety of subjects and the Ministers present talked to us about their
policies basically we expressed our very serious concern aout
the prescat situation and said that two million unemployed is totally
unacceptable to us and expressed our concern, and we have expressed our
dismay and anger avout what is happening. We have called <n the
Government as the one body that can take more effective steps to get us
out of our present difficulties and take action along the lines that
we have indicated. I call on my two calleagues , you may like
to say something and David as Chairman of the Eccnomic Committee, you maV
like tc cutline the economic measures we Li=lieve the Government should
than Len will be dealing as General Secretary with the
various comments and discuscions there have been about the way in ich
our p-licy should be pursued and the reactionof the Goveranment to what
we said to them.

TUC: What I said on behalf of the General Council to the Prime Minister
is in the paper before you. But what I'd like to do in case you'd like
to ask questions about that later on is just to give a brief impression
of the somewhat prolonged discussion which followed that. I must say
that there is an "Alice in Wonderland" air about what the Prime Minister
was saying to us - what I say three times is true - If the way they
make cars in Halewood is not what I think it ought to be and I say it
three times then that is one of the causes of our economic difficulties.
One of the major causes compared with If I talk about wages and
/productivity
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productivity for a long time then that isn't true. If I talk about

the occasional failure to place trainees 7rog skillcentre in industry

then that is a fundamental part of our policy. What we have got to

get across quite simply is that industry is now in a situation where

the squeeze has occurred and there is a major step-down whereby major

firms are being threatened with closure and that is on top of the 2 millid

unemployed we already have and the major causes of that and you don
have torely on ug?r that - you can look at what the CBI says motions
on the Agenda of the Conference this year are on interest rates and

and, I have gol to say,on neither of those two things were we offered
anything.

far beyond there being two nations in this country we seem

to live in two worlds. We tried to impress on the Government the world
in which we're living is the world in which there are now well over
two million people unemployed, a world in which investment is being cut,
a world in which companies are closing down. The world in which they
live is a world in which they go round and round in monetary circles
and fail to make contact with the working reality that we ourselves
are having. I posed to the Prime Minister and her colleagues again and
again at what level of unemployment does the concern which they profess
about unemployment show itself in action to alleviate unemployment -
I asked that several times, I never received any answer to that question

all. I put it to them that they were offering no alleviation, no hope
to the, and I suggested, three million people who could well be unemployed
in a finite space of time and that I suppose was the message
we have been offered no alleviation to the situation, we have been offered
no hope to take back to the people who are unemployed, the 1 million
youngsters, 16% in Ebbw Vale, the 17% in Corby, the 25% in parts of
Northern Ireland and I don't have much to take back to them in prospects

though I believe

Press: Did you expect anything from today at all?

TUC: We didn't expect anything specific today. We didn't expect the
Prime Minister to suddenly say that she was going to change course on her
particular policies. What we dia expect was an acceptance that there
was room for change and that they were prepared to make change but the
Prime Minister tended to defend what the Government were doing by saying

/that there
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Qhat there were very few alternatives. She didn't seem to be prepared

to give a great deal of thought to the alternatives that we were

putting forward.

Press: Can you say something about your relationship with the Government
after today's meeting? Has it changed?

TUC: I don't think our relationship with the Government has changed

at all as a result of today's meeting. I think it's as it was. I
+~think the Government were not listening to what the TUC were saying in
the last eighteen months as our economic situation has deteriorated and
I think it would be true to say that the condition is the same after
today's meeting. There was no indication that the Prime Minister was
prepared to give what we would have thought was serious thought to the
proposals we put forward. It's more a case of the Prime Minister
defending the policies that the Government are following.

There are?glternatives whereas we were suggesting that there are very
many alternatives that could be pursued.

Press: What do the TUC leaders intend to do about this? I mexzn the
Government's not doing anything about this, what do the TUC leaders
propose to do?

TUC: We shall continue our campaign to take the message to the nation

and to receive the message from our members in the nation and to seek to
convey that message to the Government in whatever way we can. The campaign
will go on and the centre-piece will be unemployment Lecause more and

more that is becoming the central fear of more and more people.

Press: What reply did the Prime Minister give to your question that the
continuing deteriorating situation might lead to increasing industrial
social unrest, if you did in fact make that point to her?

TUC: We did make that point to the Frime Minister and she gave no
particular response to that other than that she was equally concerned
with the level of unemployment but that the measures being taken by the
Government ...... known policies were the best answer to the situation
that we're in.

/ TuC:




TUC: I think we could take that further because we said to the
Prime Minister that she could be apprehensive about the social effects
of growing unemployment but she expressed no apprehension at all.

Press: Did you feel that the decision by the engineers yesterday
to accept a single figure pay settlement undermined your thoughts today
in any way?

4TQC: It didn't affect our thoughts today. What the Prime Minister

had to say on wages we have both heard many times before. Secondly,
it is clearly not one of the major causes of unemployment and again

I repeat that it is the employers themselves who say this, after all
most of the unemployment is appearing in low wage industry. It didn't
affect our discussions today at all.

Will yéu be coming back again

TUC: What we did say to the Prime Minister was that we would follow up
some of the points made in discussion this afternoon where they were
putting forward particular examples of what they said were inefficiencies
in industry needing to be corrected and where they referred to wage
demands and made references to the public sector and in the way in which
money had been spent in the public sector in the current year. We said
on some of those points we would want to have more detailed comment made
from our side and discuss them with individual Ministers. That was
where we left it in that setting but the general tenor of what was

said to us was, I think we could put the word, disappointing.

not attempting to look for consensus?

TUC: No, what I said in that part was that they made consensus a dirty
word. I do recall that before the Election the Prime Minister said she
didn't understand what consensus means but she knew what compromise meant.
She clearly demonstrated today that she does not understand what it means.
Nor was there any response to the second part of that statement in which

I said that the Government clearly were not entitled to cooperation in a
situation where they were offering us not ccoperation but confrontation.

Press: ?
/ TUC:
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TUC: No, I think we have got to represent our members'views to the
Government, I think it's essential that they should know what our
attitudes are and it's essential that the public should know what
our attitudes are. It is the policies of this Government which are
causing unemployment.

Press: Can I get it clear that you say that Mrs. Thatcher doesn't

deserve consultation but confrontation.

TUC: What we were saying is that if there was adequate and proper
consultation that's the only way in which a country can satisfactorily
be run where there is in fact cooperation between a Government, whichever
Government, in whichever country and the Trade Union Movement that's

as representative as ours is. And that has not been there and has no
apparent wish on the part of the Government from today's meeting to see
that there.

Press: And that the logical extension of non-consultation is confrontution.

TUC: We're not seeking confrontation with the Government at all. We're
only asking the Government to pursue the policies in which we believe and
if they choose not to pursue them that's a matter for them and that can
lead them into confrontation with different groups of society, not
particularly the Trade Unions.

Press: You say the Government is not entitled to cooperation. What
form would non-cooperation take?

TUC: Well we've had non-cooperation with the Government for the last
eighteen months, ever since they took office, that's their fault. This
is only the second meeting we've had with the Prime Minister since the
Government was elected and that goes back to May 1979. There can't be
much less consultation with Ministers at that level .than I should have
thought in the recent history of the TUC.

to
Press: Will there be a third meeting, a follow-up /to-day?
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TUC: There is no planned meeting at all. We asked for this meeting
specifically to protest at the fact that the unemployment figures, the
official figures have passed the two million mark so we asked for this
meeting. It was on that that we came here today and we've been
expressing the views of the Trade Union Movement.

TUC: Can I just say this, I think it would be reasonable to expect from
the Government with two million unemployed, with the Trade Union Movement

Langry,with industry concerned on both sides about its future, when we put

forward proposals which will at least begin to offset the deterioration
of British industry, if the Government had said, well all right let us
go away and think about this and see what we can do, but there was no
offer even to do that.

Press: Was there any discussion before your meeting with the Prime
Minister or any warning during the meeting that trade unionists themselves
might take action to defend their industries?

TUC* Well that's already happened in some cases hasn't it. It happened
in the steel industry. I mean we've already seen examples of this,

where workers or groups of workers have attempted to defend their
industries, in cases of total closure by work-ins, in certain cases

where there have been substantial redundancies by resisting redundancies.
And this is the real origin of the steel industry dispute within the

last twelve months. We didn't threaten the Prime Minister with anything,
we didn't go there to threaten. Ve went there to advocate the policles
which we Lelieve are the solution to our unemployment problem. We're not
there to threaten thewPr)milMlnlstﬁr or tell her that people would do this
or do that or do the other./ to bring about changes in the economic
policy which would assist in solving our problems and not make them worse.

Press: Did you say that one of the consequences of rising unemployment
would be that trade unionists might {ake things into their own hands and
that the TUC might not be able to control the situation any longer

could you elaborate on this?

TUC: We said that it would create social unrest, that was the phrase
that we used and that was the way in which we spelt it out to the Prime
Minister. We didn't go into any further detail than that.

society




society. Well the phrase which was first used was this in that
frustration and despair amongst the unemployed may soon turn to anger
.expressed in a direct and forthright way unless the Government are
seen to be tackling thé problem of unemployment. And that means
unless there are solutions found and the Government is seen to be
doing things then that sort of attitude will ?.

TUC: Anyone got any burning questions?
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RECORD OF A MEETING AT NO. 10 DOWNING STREET AT 1600 HOURS ON
'TUESDAY 14 OCTOBER 1980 BETWEEN MINISTERS AND THE TUC GENERAL
COUNCIL

Present:—

Prime Minister TUC General Council Members
Chancellor of the Exchequer %Eg i:i;ﬁz:§i§§s§a:tin
Secretary of State for Industry Annex A)
Secretary of State for Employment

Ian Gow, MP

David Wolfson

Clive Whitmore

Tim Lankester

Bernard Ingham

Neville Gaffin

John Vereker

Welcoming the TUC, the Prime Minister said she was glad to
discuss problems of mutual concern with them. She invited
Mr. Fisher to speak.

Mr. Fisher said that the TUC had asked for the meeting when
the official statistics on unemployment had reached 2 million.

The request for a meeting reflectef?ﬁismay and anger which they

felt. There had been a division of view on whether to seek a meet-
ing. There had been those who had argued that it would be a waste
of time, that the Government was doctrinaire and inflexible and
therefore would not listen to them. The other view, which had
prevailed, was that the situation was so serious that it was
necessary to tell the Government what ought to be done to rescue
the country from disaster

The evidence of short-time working, redundancies and unemploy-
ment was all too clear. The TUC took the point that "there were no
magic buttons' which could be pressed to overcome the problem of
unemployment. But they did believe there were levers which the
Government could use to influence the level of demand and prevent

/a repetition




a repetition of the 1930s. They accepted that the current situation
was not entirely the responsibility of the Government ; nonetheless,
the Government had exacerbated it. It would be difficult for trade
unions to accept responsibility for the social unrest which would
result if no action was taken. They wanted a return to full employ-
ment as an objective of Government policy. They did not regard

the meeting as a cosmetic exercise : there were genuine economic
problems and genuine alternative policies which they wanted to
discuss.

Mr. Basnett then read out the attached statement at Annex B.

The Prime Minister said she shared the TUC's concern about

unemployment; she also wanted to see a higher standard of living

and to spend more on the public services. There was no disagreement
about objectives, only about policies. The TUC said the Government's
policies were doctrinaire but these same policies had produced

high employment, low inflation and better social services in other
countries. Those countries recognised that higher spending would mean
more inflation, higher unemployment and social unrest. The Government's
view was that, if they had succeeded with these policies, it was

right to adopt them in this country. The policies were not new nor
untried: they were thoroughly tested and would work in the UK if

we stuck to them. If we could really solve our problems by spending
more they would already be solved. Over the past five years, extra
spending on a huge scale had simply led to more inflation and higher
imports. We would only get real expansion if we could compete with
other countries. Countries which had lower unemployment were those
where extra pay more closely matched extra productivity. This was

an economic fact which could not be ignored.

As for Mr. Basnett's suggestion about using North Sea oil to
assist industry, the fact was that we were using the North Sea
revenues already. And in addition, the Government was having to
borrow on a huge scale - £7 billion in the first half of 1980/81 -
and thereby draining funds from the private sector. She denied
Mr. Basnett's criticism of the Government's attitude to the public
sector. The Government had, for example, honoured the commitments
entered into by the previous Administration relating to the Clegg

/Commission




Commission. This had proved very expensive, and the private sector
resented it. Public expenditure cuts had produced a drop in orders.
But this was because too much had been paid out in pay so that
purchases of equipment, etc., had had to be reduced. As for the
suggestion that interest rates be reduced, she hated high interest
rates. But both Government and companies had been borrowing too
much because of excessive wage settlements - which in the private
sector had drained profits. The Government were determined to get
interest rates down so as to help the private sector both by hold-
ing back public spending and by improved funding arrangements

such as the recent extension of "granny bonds'". Unless there was

a flourishing private sector the country could not have improved
public services.

As regards the nationalised industries, the Government was provid-
ing them with an enormous amount of taxpayers' money - for example,
in the current year, £834m to NCB, nearly £1,000m to BSC, £230m to
British Airways and £750m to British Rail. On top of these amounts ,

the industries had had to put up their prices much faster
than the RPI because of inefficiency and cost increases. She very
much hoped that they would improve their efficiency and be less of a
drain on the taxpayer and consumer. As for training, the Government
was already spending considerable sums - so that the country would
have enough trained people, particularly in high technology areas,
when expansion eventually came.

Finally, as regards unemployment, she asked the TUC to consider
what they could do to bring it down. Inefficiency and excessive pay
increases in monopoly industries were causing unemployment in the

private sector: she cited the threatened closure of Bowaters'

Ellesmere Port Mill partly because of high energy costs, and the

effect of last year's pay increase in the Post Office on telecommuni-

cation charges. The trade unions could do much to help to prevent

this kind of thing from happening. Another area where they could

help was training. Current apprenticeship rules often restricted

the availability of trained people, and too often people who had

received their training outside the normal apprenticeship route

were unable to get a union card. Trade union co-operation was badly
/needed
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needed if we were to avoid skill shortages as the economy
recovered.

The Government could not flinch from realities nor could the
trade unions.

Mr. Murray said that the TUC understood the realities - the
run-down of industry and continued inflation. They wanted to tackle
both of these problems. But the Government ha&?recognise that the
current unemployment situation had been caused directly by the
monetary squeeze. The latest Financial Times business survey showed
that loss of orders, and not wage increases, was the main cause of
industries' difficulties. The recession was adding to the PSBR, and
leading to lower investment and unemployment. Sir Terence Beckett
had recently said that it was rapidly leading to the elimination of
industrial capacity which would never be replaced. This was all the
result of running the economy at a lower level of activity than was
possible: the Government was avoiding the realities. The industries
which were losing most jobs were those with the Jowest wages; this
illustrated the need for intervention. The Government must intervene
with more selective assistance. Although this would mean going against
its strongly held beliefs, the TUC felt that recent examples - such as
the assistance to Dunlop - showed that it was capable of change. He
agreed that control of the money supply was important, but the

Government grossly %é%ggerated its importance. The Government

and the TUC might be/verging on objectives, but in his view by the

time the Government achieved its aims on inflation, there would be
scarcely any industry left. He had recently seen that Chancellor Schmidt
had said that Germany needed the UK-type monetary policies propagated

by Herr Strauss 1like a "hole in the head". If present trends
continued, he saw increasing polarisation - rather than the consensus
that the country so badly needed. The experience of 'concerted action"
in Germany should be taken into account here.

The Chancellor said that he met the German and Japanese Finance
Ministers regularly and there was no significant difference in their
policies and the policies being pursued here. The UK was suffering
from an accumulation of difficulties, as seen, for example, in the
substantial decline in car production while production in Europe

/had risen




had risen. As a result, we were being worse affected by the world
recession. In addition, there had been a pay explosion over the
last year. Earnings in general were up by 22 per cent, and up by
18 per cent and 27 per cent in industry and administration respect-
ively. Unit labour costs in recent years had risen many times
faster than productivity. Furthermore, North Sea o0il was having a
perverse effect. While it was protecting our living standards,

it was causing problems for industry because of the high exchange
rate. Contrary to what Mr. Basnett implied, we were already using
the benefits of North Sea 0il to the fullest extent possible: the
Government had both raised the rate of take and brought it forward.

The Chancellor went on to say that it was crucial to improve
our economic performance. This could not be achieved by spending
and borrowing more. The PSBR was already running ahead of the Budget
forecast; this was why it was anVE%ngéXe to reduce interest rates
as the Government would have liked to do. But the effect of high
interest rates could be exaggerated: figures recently quoted by
Sir Ray Pennock and the CBI showed that 1 per cent off companies'
pay was several times more important for their cash flow than 1 per
cent off interest rates.

The Prime Minister said that shedid believe in intervention,
but in order to facilitate change rather than to preserve yesterday's

Jobs. Sir Keith Joseph said that the last Government had spent too

much money subsidising products that people did not want to buy.
By contrast, the present Government was assisting industry more
selectively and with projects which would not otherwise have gone
ahead. The Government was following a similar approach with R&D
support. The Government was also maintaining a regional policy,
but with greater focus in those areas in greatest need.

The Prime Minister quoted Ellesmere Port as an example of
positive intervention by the Government. They were prepared to
provide a package of support which they thought should be adequate
to prevent the closure of the Mill. But the high cost of energy,
notwithstanding the discounts on offer to Bowaters, was still a
problem. Mr. Murray commented that the Germans were subsidising
their coal industry far more than we were. The same went for steel.

/8ir Keith
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Sir Keith said that as far as steel was concerned, this was untrue.
Successive Governments had put £53% billion into steel - far more
than in Germany. He did not have comparative figures for coal but
NEDO were looking into this.

Sir Keith went on to ask how Mr. Basnett expected to pay for
his extra spending. Would he do so by higher taxation or by more
borrowing? The Government felt that higher spending would do more
harm than good. Mr. Basnett replied that he had never suggested
that the Government should throw money away. But there were many
areas where it could usefully help with industrial adjustment

Mr. Prior said that the German experience of 'concerted action'
which Mr. Murray had mentioned ought to be discussed in NEDC. There
was not much disagreement between the two sides on what sort of
industries should be supported by Government. The difficulty was
where to find the money. So much was currently going to fund
loss-makers such as BSC. As for the suggestion that we should
reflate demand, this would simply suck in imports and add to
inflation. The real need was for both Government and unions to look
at the problems of change and see how the country could do better.
The Government was considering expanding the Youth Opportunities
Programme, but extra money for this would have to be found from
somewhere else. The MSC had recently completed their review of
training: the Government would enter into full consultation with
the trade unions on this. In short, there were a number of areas
where there was common ground between the Government and the trade
unions which would benefit from discussions on the lines of
"concerted action'.

The Prime Minister asked whether the trade unions would help on
the issues of apprenticeships and training. Mr. Murray said that
the real problem was that employers were not taking new apprentices
on because of rising unemployment. What level of employment had

to be reached before the Government would change its policies?

The more unemployment went up, the higher went the PSBR.

/The Chancellor




The Chancellor said that the reality was that other countries
were doing better than the UK. If the Government were to respond
to the pressures for higher public expenditure, this would only
mean higher borrowing, higher interest rates, probably a higher
exchange rate and even worse competitiveness for industry. He
understood the trade unions' concern about the exchange rate, but
it was very difficult to influence - though he had abolished exchange
controls. The Prime Minister said that the first essential was to
produce goods that other people would buy. Her impression was that
the private sector was now doing everything possible to cut costs -
and she paid tribute to the trade unionists who were helping to
achieve this. Other countries with high exchange rates were beating
us on orders; so that it ought to be possible to compete with them.

Mr. Basnett said that the TUC disagreed with the Government on
the causes of the recession. The Government argued that it was
mainly wages. But this was not supported by the evidence. TFor
example, the Paper and Board Industry said it was due to the high
exchange rate and costs within Government control. The high exchange
rate was forcing the manufacturing sector generally into trade
deficit for the first time. The TUC were prepared to help on
training; but how important really was this issue compared with
other things that needed to be done? They would like to have specific
examples of trade union induced skill shortages.

Sir Keith said that some industries, such as textiles, were
under great pressure from imports - sometimes fair, sometimes not.
But imports had also surged when the exchange rate was low. He
agreed that high wages were not entirely responsible for industries'
difficulties - design and marketing problems for example also played
a part - but wages certainly did bear much of the responsibility.
Profits had been so squeezed that there were insufficient funds for
investment and expansion, and high unit labour costs had made
industry more and more uncompetitive.

Mr. Murray repeated that the monetary squeeze was also
responsible. The Prime Minister said that, on the contrary, monetary
growth was running at an annual rate of 17 per cent - and this was

going into extra prices and not extra output. Still more "reflation'"

/would mean




would mean hyper-inflation and still higher unemployment. The
high exchange rate was not altogether bad: it helped industries
dependent on imports such as food processing. In any case, many
of industries' problems had nothing to do with the exchange rate:
the recent reports from Halewood showed that productivity on the

new Escort was half that at the Ford plant in Germany. Sir Keith

added that the TUC's policies would make unemployment still worse.

The Chancellor repeated that holding down public expenditure
was absolutely essential and within this public sector pay had a
crucial role to play. Mr. Fisher said that last year's earnings
increase in the public sector was to a large extent the result
of the catching up on recommendations of Clegg. It would not
be repeated in the present pay round. Mr. Prior said that the
large public sector pay increases in the last 18 months had been
partly because private sector pay had got round Labour's incomes
policy. But there had been a very expensive post-dated cheque for
the Government to meet.

Mr. Prior went on to say that the trade unions could not blame
the Government for zero growth when there had been no growth over
the last seven years. For all they said about the exchange rate,
it was worth remembering that two-thirds of our recent loss of
competitiveness was due to costs going up faster than elsewhere and
only one-third to the strengthening of the pound. Those were the
facts. We had been importing other people's unemployment because
we could not produce at competitive prices. Mr. Murray said that
the trade unions knew these realities. They had been trying to
improve performance at the firm level through the industrial strategy.
The Government was going round in monetary circles. The Chancellor
said that he could not ignore the interest rate realities. Further-
more, if settlements in the public sector were lower, there could
be more public sector orders for industry. Mr. Murray retorted
that by cutting pay the Government were cutting consumer demand.

To stop the extra demand going into imports, the Government should
introduce import controls. The Chancéllor asked how Mr. Murray would
raise, say, an extra £1 billion. Mr. Murray said he would do so
through higher production. The Chancellor said that inflation would
only come down if wage settlements came down, and then also
production would recover.

/ The Prime Minister
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The Prime Minister, again citing the current situation at
Halewood, said that improved production would only come from better
cooperation at the workplace and from leadership at every level
More production would produce more jobs. The Government was doing
what it could do: pumping more money into the economy would not
help. A return to sound money was the only sure way back to
higher employment, as other countries had shown. She was grateful
for the cooperation that was now being shown by many trade unionists
at company level. She hoped that the trade union leaders would
discuss the issues confronting them further with sponsoring
Ministers.

Mr. Fisher said that the General Council would leave the
meeting with an impression of serious disagreement on what needed
to be done. They had stated what, in their view, should be done.
The Government bore a greater responsibility for the current
situation than it was prepared to accept. He hoped that Ministers
had listened to their proposals and that they would take them into
account. The TUC would be pursuing them in greater detail in
subsequent discussions. They would look to future developments
of policy as the test of whether Ministers had listened. The
Prime Minister said that the Government would look to action from
the trade unions.

The meeting finished at 1750 hours.

15 October 1980




>

.JENEHAL COUNCIL MEMBERS AND SECRETARIAT

.‘. A.W. Fisher - Chairman
Mr. T. Parry - Vice Chairman
Mr. D. Basnett

J.R. Boddy

R.W. Buckton

F.J. Chapple

L. Daly

G.A. Drain

T. Duffy

J.F. Eccles

A.M. Evans

K. Gill

W. Greendale

C.D. Grieve

L.G. Guy

T. Jackson

F. Jarvis

C. Jenkins

W.H. Keys
Mr. G. Laird
Mr. G. Lloyd, C.B.E.
Miss A. Maddocks
Mr. W.H. Maddocks, M.B.E.
Mr. J.W. Morton
Mrs. C.M. Patterson
Mr. A.L. Sapper
Mr. A.R. Smith
Mr. L. Smith

Mr. T. Thomas
Mr. W. Whatley

Mr. L. Wood

Hon. L. Murray, O.B.E. - General Secretary
. Willis - Deputy General Secretary
. Graham - Assistant General Secretary

Lea - Assistant General Secretary

Callaghan

Barber

Cave

ANNEX A




ANNEX B

aDFS UNION CONGRESS, CONGRESS HOUSE, GREAT RUSSELL STREET, LONDON, WCiB LS

FROM THE TUC FOR THE PRESS

GENERAL SECRETARY: LIONEL MURRAY OBE PRESS OFFICER: BRENDAN BARBER

TELEPHONE: 01-636 4030 - RELEASED FOR PUBLICATION

Octaber 14, 1980 IMMEDIATELY

MEETING WITH PRIME MINISTER
Attached is a copy of the introductary statement made on behalf of the

General Council by Mr David Basnett, Chaimman of the TUC Econamic Camnittee,
at today's meeting with the Prime Minister.

KRKRKEA KK




Prime Minister we asked for this mceting for a number of

reasons.

Our Chairman has expressed many of then.

Itfalls to me now to first identify the unusual position

.
we find ourselves in with your Government. .

And secondly, to propose a few major points, the implementation
of which is vital if the slide towards industrial desolation
pltict

is to be halted and reversed.

Our first concern is that the Government has shown no willingness

at all to search for agreed solutions: on the bontrary you have

made consensus a dirty word.

We have never said dogmatically that we have a

total solution.

But in denying the need to discuss fundamentals -
and this applies at NEDC as well - we are left in
the position where the Government claim they are
having cansultations one minute, and say next - to

repeat a recent phrase "the lady's not for turning."




It is because we have had forced upon us the fact that

not what you scck and co-operation ic nct

what you are entitled to expect, that we have requested this

meeting so that we may place before you those short and medium

term actions necessary to give our incdustry hope, our economy

an incentive and the working people relief.

The prime economic need is for expansion.

Prime Minister, you should have heard the
warnings of the CBI representatives at the

NEDC last week.

They said that up to now the effects of the
recession have been mainly to cause firms to slim
down their workforce, but the coming six months
could see a radical change in the pattern: instead
of cutting back firms, major firms, may have to

close completely.

De-industrialisation is not just a danger in the
future, it is happening now - and the worst is

yet to come.

therefare

Our first polntlis that there is a need for emergency action

to help our manufacturing industry in the form of a cut in




the minimum lending rate from 16% to 12%.

That is a need, and a figure,reflected in

motions to be considered at the C.B.I. Conference.

Not only will this alleviate the serious cash

flow problem facing much of British industry,
it will also help bring down the value of the
pound- and so help industries engagelin exporting

and import substitution.

Which leads to our suggestion on trade.
We must recognise the damage that the combination
of a high pound, a lack of an interventionist
industrial policy, ;nd the largely free access of
foreign goods to our markets is havlﬁg in aggravating
the crisis in manufacturing - with the lowest

output for 12 years.

It is our view that we must take steps :-
To adoptselective controls on imports
in key industries threatened with

extermination.

to adopt a longer term policy for

planning growth of trade in those core




industries. We cannot afford the
disruptions we are suffering - for

example in fibres this week.

It is vital that this Government accept that some degree

of planning of trade is necessary.

Thousands of workers are out of a job, hundreds
of companies are facing crisis and bankruptcy
because Government and Whitehall fail to grasp

this nettle.
Ordinary Trade Union members cannot understand this reluctance.
The Government should also be introducing schemes to provide

selective regional and industrial assistance to British industry,

‘but it is no good doing this through the tax system because

number of
that only helps the rapidly diminishing/firms who are profitable

enough to pay tax.

Instead it has to be done through agencies such

as the NEB and Industry Act Schemes. Unfortunately,
the Industry Secretary has singled out this area of
public expenditure for one of the biggest cuts of

all.




In this respect we need te $top wasting our North Sea 0il.

At the moment it subsidies this Chancellor's
earlier rash tax cuts and unemployment, and

leads to an overvalued pound.

It fails to assist the structural change needed
in British Industry, or to build up our economic
and social infrastructure. We ought to be '
using this wlndf;11 to build up both State capital
expenditure and manufacturing inves{ment. At
—_

present we are squandering it.

A policy for the use of North Sea 0il revenues to assist

5 .
industry/singularly and regrettably absent.

I return to the subject of expansion - this time in the

public sector.

\
Prime Minister, we find the Governmentfideological

mistrust of the public sector incomprehensible.

We know that the public sector does not have a

bottomless purse.




We believe that the Government's ideological
blinkers have prevented you and your colleagues
from seeing the interdependence of the public

and private sectors.

They do not inhabit two separate worlds, they

depend upon each other for orders and services.

Prime Minister, the Government has not set

resources free for the private sector by cutting

public expenditure; the only thing you have

done is cut the order books for British firms.

For every job you cut in the public sector you are cutting

a job in the private sector as well.

_ But the argument goes deeper than that.

Cuts in education mean that the skills of

the workforce will eventually suffer.




Cuts in the health service and the factory
inspectorate mean more days of production

are lost from accidents and illness.

Cuts in environmental services and in transport
weaken the overall ability of British industry
to compete as well as leading to a deterioration

in the quality of life.
And nationalised industries have a part to play.
We believe through modernisation and investment

programmes, they can play a major part in the

long-run recovery of the British economy .

We believe that such a programme, financed out of North Sea

011 revenues would be both imaginative and provide benefit

for ‘many years to come.

But the Government's attitude is to cutback the nationalised

industries.

Railway electrification could make a major contribution

both to employment creation and to energy saving.
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The Chancellor of the Exchequer is fond

of quoting from his experience at economic

summit meetings.

The one part of the Venice Summit Communique
which the Government appe;rs to %gnore is
that dealing with energy conservation and the
expansion of the coal industry - prime
candidates for the use of our North.Sea oil

revenues.




The Government's policles to the coal and steel industries

defy logic and commonsense.

The BSC would like to buy NCB coking coal but they
can't because they are trapped in their cash limit

box.

The NCB would like to offer lower prices to the BSC,
but can't because they too are trapped in a cash

1imit box.

The result is that both coal and steel industries are contracting
and areas such as South Wales and the North East are in danger

of becoming an industrial wasteland.

Every other coal and steel industry in Western Europe

receives some form of national or EEC assistance.

All we are saying is that the British Coal Industry
should receive the same sort of subsidies as

those given to the West German coal industry.

Those subsidies ensure that West German coal from

each individual pit is able to compete with imports.

Because the British coal industry is more efficient than the
West German coal industry the costs of any such scheme of

subsidisation would in fact be less than those in Germany.
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We also look for direct action from the Government to help

the unemployed and to expand training.

As a matter of extreme urgency the Government must provide

finance for the plan of the Manpower Services Commission.

We have heard statements from the Secretary of
State for Emplovment about the future of the Youth

Opportunities Programme.

But it is no good promising help for one part of
the MSC's plans whiletaking resources away from

other parts.

For that, Prime Minister, is what is happening at
a time of increasing unemployment; the Government
has cut resources to the MSC and is planning further

cuts still.
This is an intolerable state of affairs.

There is an undeniable demand for extra resources for the MSC

and for the Departmeat of Employment's special measures.

Lastly, let me deal briefly with the world economy.

You may argue, Prime Minister, that our problems
cannot be divorced from the problems facing the

Western World.




That is, of course, to some extent true, though
it has to be sald that our unemployment rate is
much higher than that in West Germany or

Japan.

But leaving that on one side, what depresses us
is the absolute lack of imagination being shown
by this Government in dealing with the World economic

problems.

We should be ashamed that the President of the World Bank ,

Robert McNamara, should have singled Britain out for speclfic

criticism because we have cut our aid budget.

A bold and imaginative plan for the developing
countries, as proposed by the Brandt Commission,
would not only help the developing countries but
also provide opportunities for production and

employment in British factories.

A co-ordinated wpeastion by the OECD countries could

bring enormous beneflits.

But ihe approach of the Government is absolutely negative.

Prime Minister, in conclusion I want to reiterate our concern

about the level of unemployment.

The T.U.C. does not bandy phrases about lightly.
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When we say that unemployment could lead to
increased social unrest it Is because we are
deeply apprehensive about unemployment and its

effects.

You should be apprehensive toql

Social unrest would be bad for the cuﬁntry, bad

for the Government and bad for the trade unions.

It gives us no joy to be harbingers of bad tidings; we are
only reporting to you what our officials are telling us every

day of the week in the depressed reglons of the United Kingdom.

There is a growing resentment over the never ending

stream of factory closures and lay-offs.

Working people and their families are becoming
increasingly fed-up with the savage cuts in public

spending.

Frustration and despair amongst the unemployed may
soon turn to anger expressed in a direct and forthright
way, unless the Government are seen to be tackling

the pioblem of unemployment.

Prime Minister, you cannot shut your eyes to the increasing

problems: caused by unemployment.




Prime
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Neither can you ignore the fact that a modern and
industrial economy cannot be run on the basis of
the Covernment confronting the trade union Movement
which accounts for well over half the working

population.

Minister, now that unemployment has reached over

1105 we urge you to think again and change course.

Unless steps are taken soon unemployment could
well be 3 million by 1981. This is not a price

the nation can afford to bear.

rice we are to pay.
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WORLD AT ONE Ovas 2~ -

Well this morning's news of 4,000 ICI redundancies has come as a

———
top level TUC delegation was preparing to see the Prime Minister

in Downing Street this afternoon. According to one of them, David
Basnett, they will be expressing their anger over the consequences
of creating unemployment and urging the need to change Government
policies so as to halt rising unemployment and the decline of
British industry. I asked Mr. Basnett, the General and Municipal
Workers' leader how he would answer Mrs Thatcher if she tells the
TUC what she told the Tory Conference, that the Government is
pursuing the only policy that gives any hope of bringing people
back to lasting employment

Mr. Basnett: We will say to her that the evidence is quite to the
contrary. We have industries which are disappearing from the scene,
will not return, we're losing export markets we won't be able to
regain. Our country's being flooded with imports which are

pushing aside and killing some of our industries. And she is, the
Government itself, is directly curtailing public expenditure and
killing jobs in the public services and the public sector. Now how
that is a route to permanent employment, I don't understand.

Mr. Day: But she may put to you, Mr. Basnett, what she and certainly
the Chancellor of the Exchequer have often said. That the way to
get unemployment down or to stop is rising is for moderation of
wage increases.

—
Mr. Basnett: Yes, she will certainly express that. But wage
increases in themselves are clearly not the cause of inflation.
You only have to read for instance the newspapers and listen to
what the major companies which are becoming bankrupt say are the
causes. They identify two causes. And we really should identify
these., One is high interest rates and the other rate is the high
exchange rate. And for the Government to go around pretending high

—_—

wages increases is nonsense. And it's certainly something which
industry itself doesn't accept.

Mr. Day: The Prime Minister may point out to you that one of the
big unions, the AUEW, has agreed a settlement in single figures in
the interests of keeping men in jobs in the Midlands.

/ Mr. Basnett:
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Qr. Basnett: I've not the slightest doubt that there will be a
chance, and not a faint chance, that the Prime Minister will mention
that fact. In fact the engineering industry national settlement
really,as we both know, doesn't affect the settlement in the engineering
industry. Rather than the negotiations, the real negotiations which
will go on at a local level for wage increases. But, trade unions
do take into account the effect of what they're claiming on their
members' situation and in industry, in the state of an industry.
They'd be foolish not to do so. But you can't conclude on what
has happened in one industry what is going to happen in another.

For instance, I don't think for a moment that the miners would accept
81% nor indeed do I believe the Government will even offer it to
them.

Mr. Day: What is your view of what appears to be now the Government's

target for public sector wage increases in the coming year, namely
that they should be in single {figures, that is to say below 10%?

Mr. Basnett: I'd prefer to answer that question when we see what
they offer the miners. The Government have a very clear incomes
policy. That policy is to try and restrict those in the public
services their increases. But within that, the weak is the weak and
the strong is the strong, we'll see how they behave in that during
the coming wage round. Beyond that they rely on exhortation.

There are things the Government could do at the moment to regenerate
and help British industry and put people back in jobs. For instance
in using properly our North Sea oil resources instead of wasting
them as they are at the moment to subsidise unemployment.

Mr. Day: Mr. David Basnett, whose TUC colleagues will be seeing
the Prime Minister at Downing Street in a couple of hours' time.

1%. 1o+ 30
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C. Whitmore, Esq.,
10, Downing Street
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PRIME MINISTER'S MEETIN TH THE TUC GENERAL COUNCIL

If the subject of the Engineering Employers Federation
settlement is raised in today's discussion it will need
careful handling. Although in the circumstances the
8.2 per cent agreement is encouraging there are two
points about it which need to be borne in mind:-

(a) the figure is for an increase on basic (minimum)
national rates - it can be added to by local
in=-plant bargaining, so that the outturn in

many cases will be higher; and

(b) many firms will not even be able to pay
as much as 8 per cent. BL cars for example
have offered 6.1 per cent and are very anxious
to settle below 7 per cent.

For these reasons it would be unwise to give too great

a public welcome to the settlement at the meeting. It
would be sufficient to say that the settlement shows very
clearly which way the wind is blowing, but to stress
strongly that it does not by any means set a norm, and
very many firms would not be able to pay as much.

y,wa StmanAn |
pr-

P.S. JENKINS
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Ford at Hal d Ocepe s EF;A
or a alewoo pr‘*-‘( ey :

Industry Private Office rang this morning to say that
they now had some further information about the industrial
relations position at Halewood. They said that Ford had
told them that there had been 40 stoppagesat Halewood

since August, which the Ford management said were due to
workers refusing to co-operate in running the plant in the

way the management wanted. As a result, Ford have written
to Ron Todd, the TGWU official who deals with Ford at
national level, to say that the disputes had to stop or
else there would be noAlnvestment at Halewood. Ford have

also sent a confidential copy of that letter to
Len Murray, but Todd does not know this.

14 October 1980




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 3301

SWITCHBOARD 01-212 7676
PS/ secratary o State for industry

/fZ October 1980
Clive Whitmore Esq

Principal Private Secretary 1 S Bk Bo:
to_the Prime Minister Top Copyy  Trled kAR 6

10 Downing Street vt Hadsuork Panke Ly
London SWL L f :

9 O

[/ éat L(/l/l/‘é/

i

FORD HALEWOOD PRODUCTIVITY AND GOVERNMENT ASSISTANCE

You asked me on the telephone earlier today for a short note

on the remarks made by the new Chairman of Ford of Britain,

Mr Sam Toy, reported in the Times and the Financial Times last
Thursday . I enclose cuttings from the Times and the Financial
Times.

2 The position at Halewood is as reported in the press. The
company has suffered a rash of sﬁa;; Elsbutes and as a result of
this and machinery failures has failed to meet targets. This
is especially damaging when they are aux;ous to meet customer
demand for the new Escort promptly. hey are taking rigorous
action but the message is clear; there is a real possibility of
cars being imported to keep the dealers happy and they will think
twice abut massive investments in the future unless there is an
improvement. Ford do not seek to put all the blame on their
workers; they admit - as did Mr Toy in his remarks - that there
have been teething troubles with new equipment but stand by
their view that niggling disputes and uncooperative behaviour

have been a major factor.

5 The Governmpent has contributed £75 million under Section 7 of
the Industry Act to the programme which covered the new engine
plant at Bridgend, the Haleypod assepbly fagility and limited
expendlture elsewhere. Some &£70 million is also due in

quasi- Tautomatic ~Regional Development Grants.

4 T hope this meets the points in which the Prime Minister
was interested, in relation to her meeting with the TUC tomorrow.

‘7L ] 1 Ci (,c/,u,C.v/‘

. é ,‘,.g (/3, Cinn
jla CATHERINE BELL t}

) Private Secretary




The Commission's recommen-
dation 10 invake previously un-
used powers 1¢ bound to affect
inplosment i (e ndustry.
The recommendation to follow
the  commissinns failure
securc an exiension of
earlier voluntars ngreement.

Member governments have
been asked 10 mike written sub-
missigns on their views in ad-
Vince of 0 MUeHng nest wee
T et e
e | ote' Wi menthees
uf that committee will probubly
renct steongly because of the
further threat 10 jobs,

Rritish steelmakers have been
the mast vigorous in pressing
for  imposing  the treaty's
powers. ‘The West German cam-
paniee have been the most
e ent in their opposition o
e Commission's  plans  but
there were signs hat their
waity may be under pressute.

Hut Dr icter  Spethmanp,
fiead of the Thyssen group. said
dhint artiche 58 has nothing to
(o with restructuring of the
Luropean steel  mdustry.

“7his cost us a great deal

and 1 think the Ger:

avernment understands

thiy effore cannot be

someone else's politi-

Introduction  of

powers would be like

fond vationing during the war—

withaut any real solution to the
prablem *

|

By Cathetine:Guht 3
The Rank  Organisation
expects a decision from Toshiba
an the future of Rank-Toshibs
their joint lossmaking West
Country television set nianufac:
furer next week. Rank offered
its 70 per cent atake to Toshiba
nearly two weeks ago.
Mr Shoichi Saba, Toshiba's
rosidont, meet v Marry
BRI it ol
A Ry Bl
expected to In
cussion of
Toshiba's top directors are in
fritain this week for the Ii
ing of their shares In w

dealings _start todiy, on, the
London Stock Exchange.

Mr Rodney Rycroft, a Rank
apokesman, said .yesterday that
an officlal response to 1
withdrawal from Rank:Toshiba

t expécted until the
Toshiba executives af
returned to Tokyo.

Rank-Toshiba was et up two

o to make colour tele-
equipmel

i o
Wt Byto

O e
then .uum'-d"('ln. i o
U sterling but these pro
sk cally srong within @ year.
Trading losses in 1979 were

Ford chief’s output.warning

By_Peter Waymark

The 13,000 Ford workers at
the Halewond plant on Mersey:
side were given a blunt
yesterday that no new models
would be mude there in future
bnless there was a dramatic
improvement in productivity.

Mr Sam Toy, the new chaie:
man of Ford of Dritain, snid
production of the new Escort,
which went on sale on Scptem-
ber 26, was running at only
60 to 65 per cent of schedule.

He went on: * The fellows are
just not cooperating. Unless
they produce more in line with

the schedules, the Escort could
be the last new motor car we
faunch at Halewood.”

Mr sald attempts
{ntroduce  ‘preater efficiency
\ere being frustrated by the
workers' inertia. e rc]cncil
union claims that the difficul:
ties were being caused by new

n

"We have a dealer body out
there successfully selling the
ecort and e cannot deliver,
It is vital @

we
£240m In three years.

£1.09m and will be substéntially -

Jarger this year. After a study
{ the European markets the
artners decided that Rank-
foshiba was not viable in its
present form. an
A strong pound, continuing
inflation and higher, interest
rates have all affected fhe
original_projections, while over-
2upply In Europe led to tough
competition, ¥
'ﬁhn options apeh to Toshiba,
i ‘avided £3m of tha £10m
St e B ol
e andl| Continue manufie:
wire, pethaps on a - reduced
acale ; to sell the whole concern
2 third party or 1o close the’

to Halewood workers

Production schedules for the . .+ Our
| Eseort were modest compared ! pedple areworl

with those at Saarlouis in West
Germany where the tar was
. Mi { sald, Ssore
"\as generally reckonced
to be twice as productive o3,
Ford's British plants. *.. ¢
Output of the Escort at Hale-
wood has been running at only
250 to 300 a day agminst the
target of 450 to 500, and Mr
Toy safd they might have to
considér importing cdrs from
.'Qnylllrlmlis to make up the short:
all.

company _ dawn,with iz,

cars reluctant [ From lan Murray
e 7

RRI! Rank's M
% service com. | the . Paris «Mof#P Show .17
Rank. | morning o week Inte and%in
ba's output, plso: depends doing_so succeeded in madiie

n.
£800,000 in
1o e P sbably. goink intoy| an Europo 1, the radia <tatich
17 o e Rnke plans to | with the ‘widest _avdieon,
but | during the morning neak liich:

3 .

sias tho gl
e e e
ould

rélitions
king daily fo get.{
the message across, to  the
fellows that * they | must  pro- d." ¢
duce, After all, ic I8 in ‘their [ = Meteo _strike

Toy " sald’ 111980°! sales
generally had held up surpris:
| and Ford was stick:
< original forecast-of | went back to work on the reghm

Tord
ound 14 million, with a

very - i
quarter. | was ot affected

ATl
R ST
Paris, Oct & et Ly
The, Mini M arrlvedat

hendlines.
Tt wat given o long spiraidh

long_ e

ends; | Forey
rectifiers who had downed toglf
i Birmioghani

< new! Binl

Metro' is being made, end
their strike last night. The i

mendation of thelr shop siawl
ards. Another 40 on the vdafS
shifc are expected to follow’s

oday.
Production of-the new m
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Volatile interest rates blamed for run on Americ

‘Bankers plug the leak in Liquid Assets

Concern about the effect af
[ the valatility of interest rates
‘mv mutual funds operating in
the American money markets
. been sparked by a most
unusul  rescue operation
mounted he Salomon Brothers
New York and the Flrst
anul Bank of Chicago.
hanks have heen adviser
o 4 group called Tastitutional
Liguid Assets of Chicago,
funds heen
i

W as |
drawals in  recent
in rates have

above the market price to
fecure the group. First National
hicago returned a
advisory fee to the groun, which
s used to offset Josses taken
W the proup. sold $215.4m of
Seeuritics on Mondny.

The banks had to move
swiftly to staunch a run of
redemptions and_the possible

of  Liquid  Astcts,
America's second largest trust.

Had the run been nllowed to
contiiue and the fund become
{nable to meer ts commits
ments, it would have caused
Sevore losses in many institu-
tons and _dislocation of the

The, flood of redemptiona
bogan in August but the pace
quickened in Seprember  with
large withdrawals from the patt
of the fund Invested in govern-
ment securities.

According _to_ Donoghue's
Money Fund Report, the indus:
try  mewsletter, ' institutions
ywithdrew $430m in that month,
cutting the Yalue of the govern-
ment securitics portfolio by
about 30 per cent.

The  fund's yield has falien
out of line because the bulk ol
jts investments were tied up in
Jonger term assets, bought whén
{nterest rates were lower.

n_September 30, its port:

a’s second largest trust

Mr Robert Brooker, Liquid
Assets_chairman, swid the com:
bined injection of cash from the
banks should allaw the fund to
ntect further redemptions and to
Yestructure its portfolio 5o that
the yield was more in’ line with
competing investments. ,

A spokesman for Salomon said

the bank was willing to absorb

whom it had put into the fund
and who had stood .to lose
money.

Rival fund managers on Wall
Street  we curious  that
Liquid Aséets had allowed ity
portfolio to become 50 distorted.
All imi!lﬁd that this was a
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MEETING WITH THE TUC GENERAL COUNCIL

OBJECTIVES

We agree with the Steering Brief's first three objectives, but we

do not see '"avoiding an open breach" - suggested as a fourth - as an
objective in itself. We suspect that the TUC will decide beforehand
whether they wish to stage a partial or total walk-out. We see no

case for trimming the substance of what you have to say - though
obviously the tone should be conciliatory - in the false hope that
you could discourage this walk-out - 1f it has been decided upon.
It will not be any more difficult to make the Government's case at
the end of the meeting to the wider public - which is what counts -
if the TUC have walked out. It might even be easier

We suggest that objective (ii) - posing and answering the question
"What can the unions do to help combat unemployment?' - is the most

important one. If we get this message over, particularly to the
wider audience, the rest should come right

We feel the brief lacks punch in places and suggest a few points to
draw on below.

OBJECTIVE (i): DEFENDING THE ECONOMIC STRATEGY

Of course the economic strategy is not negotiable. If the TUC choose
to restate their recommendations for economic strategy, you and the
Chancellor, perhaps helped by Terry Burns, should try to draw them
into an analysis of where their prescriptions would lead us: in

essence, more spending would mean more inflation, less jobs in the

future. Although most of them are unconvertible, there are
a;??g;énces of opinion within the General Council. If some of the
sensible voices are heard to say afterwards that they had to agree
with some of what you said, this will blunt the public impact of
the TUC's unthinking criticism. Everything we can do to expose the
fallacy of an "alternative strategy'" is useful - and will become
more so as we reach the unemployment peak over the next year or two.

CONFIDENTIAL
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OBJECTIVE (ii): A POSITIVE ROLE FOR THE UNIONS IN COMBATTING
UNEMPLOYMENT

We must try to convince the unions themselves (and, just as
important, the wider public audience through press briefing after-
wards) that there is a role for them in combatting unemployment. We
suggest five main points.

Pay moderation

The message that unions should moderate their pay demands has a place

here, but we do not think it is the central point you should be

aiming to get across. It has been heard before and we know the

unions will overtly reject it. It is essentially negative and there

is an opportunity to be positive. (In the private sector, it is
s

really for employers to take the lead in standing firmly for very

moderate settlements, and explaining the consequences of higher

settlements to employees on a company-by-company basis. We cannot

actually hope to push unions to a position where they are asking for
moderate pay: their function is always to ask for more. We hope to
make them less demanding in the sense that they will not be willing
to fight as hard as before. But the main factor here at present is
the fear of unemployment, and the main job falls on employers.)
However, where the Government is the employer, there is a moral as
well as a logical dimension to the case for moderation, and we think
you should put it forcibly. One way of putting this is:

"Last week I saw two reports next to each other in the same
newspaper. One reported Len Murray's criticisms of our decision
to tie pensions to prices instead of prices or earnings in
future, and called for pensioners to receive more. Next to it
was a report of public service unions considering a plan to
present a common front against the Government's cash limits.

Of course, I don't know how accurate this is. But I wonder
whether those who favour such a campaign also want to see more
money for pensioners. If so, where do they think the money
comes from? When the Government is having to look hard at every

————
penny it spends, would it really be right for public service

workers - whose jobs are much more secure than most in the

private sector - to try and bust the cash limits so that we spend

CONFIDENTIAL
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more on public service pay? If they succeeded, this could only
mean that we had less available for those who need it. You
probably know that an extra 1% on public service pay costs over
£300 million. That's a claim on real resources that could be
spent in many other ways."

On Nationalised Industries, you could refer explicitly, as you did

in the Conference Speech, to the impact of coal and other energy
—_— —_—

prices on manufacturing industry - perhaps mentioning the Bowaters

case where energy costs were one of several factors.

Opening up the rules on apprenticeship and training. There are

several points to make (some of them are in D/Em's brief; some are
not):

Although the TUC itself has seen the need to reform the standards of
industrial training, the response of the unions concerned has been
to hang onto the old system. We cannot afford to refuse to change.

In Germany there are far more young people undertaking apprentice—

ship and training than here. It is desperately important that people

should use the opportunity of recession to acquire more skills for
when the upturn comes. But the natural tendency of companies

themselves is to slow down - pressing the unions less hard for
changes and taking on less people. There is a role here for Govern-

ment, through the MSC, and we recognise it. We are spending £
——

on it. We are ready to consider spending even more. But why should
we spend more, if the unions are not prepared to change their habits
too?

How can unions justify restrictions on people over 17 taking up

apprenticeships?

What about the pay of young aEgrentices? We have heard many reports
that companies are unwilling to take them on because the rates are
too high. Ljim Prior's paper on industrial training for E describes
restrictions on apprentices and the high wage costs of apprentices
and other trainees as two of the fundamental weaknesses of the

present system,/
—_—

What can be done about restrictions on accepting men who have trained

at skill centres? If we then find that the people who have been
trained are not allowed to take up jobs, is this money worth

spending? CONHQEN“AL
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Getting new technology adopted

We know that the natural reaction of people is to prefer the old
ways of doing things. But our competitors are adopting new
techniques all the time, and we have no choice but to stay in this
race. The new Metro is a good example of the latest techniques

being adopted by BL (with large-scale funding by the taxpayer) so

that they can produce the small car just as competitively as anyone
else. There is a role for Government here. But what can unions do
—_—

to remove some of the blocks on adopting new technology? For
example, there is great resistance in the Civil Service to using

new word processors.

pu—
Why does every advance have to be fought for - with management on
one side and unions on the other? What can the unions do to get a
wider understanding that new technology brings new jobs? It is no
coincidence that the car industry which has gone furthest in
adopting the new techniques - the Japanese - is the most successful
in the world. The following quote from one of Jim's speeches might
be useful:

"It's low productivity that destroys jobs, not high productivity.

Over a-EE?Tod of 20 years from 1954 in a total of 82 manufac-

turing industries in this country, the number of jobs fell by

600,000. Yet over the same 20 years, the 10 manufacturing

industries which achieved the highest productivity increases

created an extra 165,000 jobs."

———

With unemployment of 2 million, how is it possible that a recent
NEDO report* forecast that the main constraint on expanding the
computer industry will be a shortage of trained people for the next
4 or 5 years? It estimated that 24,000 more people were needed now
with new skills and-500 a month after that. Surely Government,
management and unions can ge t together to solve this problem,
recognising that each may have to be prepared to make changes? Can
we make some progress on this in the NEDC machinery? (If you use

this example we might need more background from Dol.)

Efficiency and Demarcation (See D/Em's briefing note).

* Computer Manpower in the 1980s - NEDO

CONFDENTIAL
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Employee Involvement in Companies

This follows logically from the points above but is something the
TUC would not expect to hear from you. You could say:

""These problems can't be solved at meetings like this. Whether
we agree or not about macro-economic strategy, we all know the
economy would be stronger and job prospects better if we made
some of the improvements I've been talking about.

These are really issues that need to be sorted out at industry
level and at company level. I know that managers have often
been slow to involve their own work forces in their plans for
the future and their problems. We see examples of this at
meetings I hold LEhe Bowaters case was a striking examplg7.
Although we don't favour legislation to make this happen, we do
think that companies and unions should work much more closely
together. Where necessary, trade unions should take the
initiative in approaching management and asking to discuss the
problems of their company, asking for more information about
their prospects and what the unions can do to help improve them.

It would be quite wrong for you to think that we are opposed to
work force representatives wanting to have an influence on their
companies. On the contrary, we favour it. We want to see it
exercised as a responsible influence. The real problems of our
economy exist at the levels of companies and industries: if
management and work forces can get these problems sorted out
together, we shall all find unemployment falling and living
standards rising."

CONFIDENTIAL
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01-233 3000 r'll‘
13 October 1980

C. Whitmore, Esqg.,
10, Downing Street

D&a« A
SUPPLEMENTARY BRIEFING FOR THE MEETING WITH TUC GENERAL
COUNCIL: 14 OCTOBER 1980

Following the 1ntelllgence that the TUC intended to use
the arguments raised in the paper by Peter Forsyth and
John Kay of the Institute for Fiscal Studies; I attach
suppl&mentary briefing on this point.

The Prime Minister may also find it useful to have summary
briefing, mostly extracted from the main material alTeaoy
proVTded covering the following:-

(a) the_crucial points that ought to be made
at the meeting;

(b) the main fgcts that have to be faced about
the present situation;

(c) some crunch points which might be made if
the opportunity offers, on the Isle of Grain
dispute and the Monppolies and Mergers Commission
reports of British Rail's commuter services and
the inner London letter post;

(d) areas for constructive agreement;
PE—
(e) points which might be made in opening
and closing the meeting.
I hope this extra material is useful.

Vs
fr—
P.S. JENKINS
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1.

l

2.

Megg S

Forsyth Th s

Peter Forsyth and John Kay of the Institute for Fiscal

StudiesTpupTTrshed a paper in July 12&0‘ ""The Economic

Implications of North Sca 0il kevenues™:-—
——

a. North Sea oil increases income through increase in
gggggablc goods with which we can buy tradeable goods from
b. But to use increased income in well bulanced way,
consumers will want to increasc spending also on non-
tradeable goods of the sort we cannot dircctly buy abroad
with our oil (houses, entertainment)

c. These must be produced at home; so we will need
structural adjustment from tradecables sector to non-
tradeables. That will be achieved by a higher real
exchange rate, increasing competitive pressure on UK
tradeables sector

d. Pain of adjustment eased by investment abroad to
keep down exchange rate and prolong period of increased
purchasing power abroad.

e. The Goverument should use North Sea tax receipts to
cut PSBR, thus allowing domestic interest rates to fall,
and so encouraging private investment overseas.

Foints to make

(a) Analysis of effects of North Sea 0il broadly in line
with Government's.

(b) Abolition of exchange controls will encourage investment
overseas.
—m—

(c) Government already using North Sca tax revenues to
ease pressure on PSBR, public spending and burden of tax.
—_—
(d) MTFS shows sensible possible path for decline in PSBR
over medium term as % of GDP. North Sea revenues
contributing to that. —
—_—_—

(e) Cutting PSBR further to allow lower interest rates would
not necessurily encourage fall in exchange rate. There
could be a loss of output, improving the current account,
and raising the eachange rate. This effect was ignored by
Forsyth/K

(f) |[See separate briefing on North Sea Oil Fund ]

(g)[}or>th/Kuy suy dnvestment in UK less profitable than
investment abroad; and that investment in UK munufucturing
would not_enable us to take maximum advantage of increcase
in income




Annex 8

Crucial Points

i. Government shares TUC's objective of healthy economy
and concern about unemployment.

ii. Control of inflation is Government's main contribution to
recovery, maintaining lasting employmemt —
Y 8 g ploy

iii.Government will stick to Medium Term Financial Strategy
to that end.

iv.Only industry's efforts can improve productivity and
competitiveness: crucial for prosperity

v. Government willing to continue dialogue with TUC, co-operate
in areas of common interest
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Facts to be faced
1. Prices .
la. RPI peaked at 21.9% (May 1980 increase over May 1979) ]
At e
b. now only 16.3% (August)
—_—

£ appreciation since May 1979 has had impact effect of
Co 4%

0il price shock had direct impact effect of c.4%
——
prospects good: CBI survey show few firms planning
increases: favourable effects from y
'1 wholesale prices still coming through

2. Nationalised industry prices

fa. up 26% in year to August; further increases on way ]
—

10% increase in n.i. price rises = 0.8% increase in RPI
=

increases made larger by past attempts to keep prices
below economic level

partly due to excessive pay increases (Telecomms 23%)

shows necessity of pay moderation

Unemployment

seasonally adjusted, excluding school leavers, was
1,783,500 in September ]

Government concern
Government policy aimed at sccuring lasting employment

——
Industry must endure pay moderztion

Welsh economy

a. unemployment problem widespread; but Wales suffers
disproportionately from difficulties of coal and steel
rundoywns %

18,000 new jobs in pipeline over coming years helped by
Government assistance
INMOS project to create 2000 jobs over time

Additional Government money has been allocated for factory
building in steel closure areas

Assisted area status of Travel-to-work-areas most affected
upgraded




Money and interest rates

a. recorded rate of increase distorted by effects of removing
corset - removal does not aflect underlying conditions

b. PSBR concentrated in first half of year

c. bank lending may come down
announcement in due course on roll-over
MTFS remains cornerstone of policy
remains intention to reduce intercst rates, but must
depend on monetary developments and prospects. To reduce
MLR regardless of monetary prospects would simply result
in a speedy reversal - in no-one's interest
responsible pay bargaining will reduce financial pressures
on companies: company described at NEDC would save

£7 million from 4% off pay incrcase, only €1.5 million
from 4% off MLR

6. Burden on private industry

Government aware of difficulties, especially for
manufacturing

partly due to world recession

also due to years of poor productivity performance: UK
made and sold % million fewer cars than 15 years ago, rest
of Europe 4 million more

low profits reduce investment, hence cut competitiveness
and job prospects

bigzest single relief will be moderation in pay

when able to easc¢ tax burden, will bear in mind problems
of private industry

loss of competitiveness due more to pay increases than
to exchange rate level. Only satisfuctory way to
improve competitiveness is reducing costs, increasing
productivity.




"Crunch" points
(i) 1sle of Grain dispute

Background

Under a TUC agreement, the GMWU have sole rights to
represent laggers —

The CEGB have said the site will be closed down if lagging
work does not continue —e—

—_—
The AUEW(C), AUEW(E) and EETPU have provided 57 "trainee'

laggers to do the work at bonus rates lower than those
demanded by GMYU laggers. AUEW claim that by supplying
these laggers, they have protected the employment of
2,000 other employees on site

TUC have drawn up solution requiring all laggers to be
paid under common site agreement limiting bonus earnings.
This requircs withdrawal of the 57 "traince" laggers

and their replacement by GMAU members. AUEW(E) and EETPU
unlikely to accept this.

Department of Employment doubt if TUC right on substantive
issues; but Government welcome TUC efforts to bring about
solutions.in similar cases. Therefore best to keep low
profile.

Speaking Notes

(a) All regret such inter-union disputes

(b) Glad that TUC are making efforts to resolve




‘,n) ITIC Report on British Rail's Commuter Services (published in

October 1980)

The Report did not focus on labour productivity as the primary cause of
inefficiency. Nevertheless, it did identify a number of problems:

- between 1970-80, labour productivity increased by only 5%
(as compared with 97% between 1960-70)

since 1977 productivity hashardlyincreased _ at all

but in ’1979) 120,000 "mandays" were spent in negotiation and
consultation.

more overtime is being booked than necessary in order to
maintain earnings.

rostering of train crews leading to two shifts overlapping
in the middle of the day when passenger demand is very low.

an average of 3.6 hours (45%) per shift spent by drivers
actually overating trains (result is twice as many drivers

as guards)




.(i;.'/mc Report on Inner Iondon Letter Post (published 31 March 1980)

Report found complaints about deterioration of London
letter service fully justified.

Between 1968-79, productivity in Inner London declined by
20-25%. (PO argue that this is due to declining traffic

and high fixed costs - report did not agree.)

-PO unable to demonstrate any significant manpower savings

in Inner London following partial mechanisation.

Seniority system puts new recruits at a disadvantage and

hinders recruitment.

UPW (Union of Post Office Workers) opposition to part-time

and casual labour particularly strong in Inner London.

Report found amount of overtime worked in Central London

excessive.

Traffic mezsurement and work study inadequate because of UPW

opposition to attempts to improve either.

UPW Executive believe fufvre. for their members lies in a
mechanised, more productive business. But this attitude
not fully reflected at branch level.




Annex 8 (continued)

(iv) For other positive points, see Annex B to original briefing:

Potential for new investment will only be realised if
productivity improved

Efficiency of nationalised industries and level of pay
settlements determines their price increases

Efficient training systems will contribute to prosperity

Greater flexibility, less rigid demarcation will secure
long-run jobs

Union structure, inter-union disputes, machinery, union
democracy could all be improved.




Annex E

Areas for constructive agreement

i) Continuing dialogue in NEDC

e
§1) Continuing 6l EDCs and SWPs: to highlight problems, help
towards greater efficiency

iii)More positive use of public purchasing to help industry
(as announced to NEDC in July). To contribute to
industrial efficiency, help launch new, especially high
technology products, not to prop up inefficient companies.

iv) Training - TUC co-operation on training =
invaluable. Needs to be carried further.




Anncx @ F

Opening points

Government shares TUC's objective of healthy growing economy

Government's prime task to get conditions right for industry
to create prosperity and jobs

top priority to control inflation: reduces competitiveness
undermines investment
discourages consumption

reflation now would aggravate inflation, delay recovery
(cf Venice summit, IMF meeting)

firm restraint of monetary growth only sure way to control
inflation (Last Government introduced monetary targets)

hence medium term financial strategy - the right sort of
"national economic plan"

recent monetary developments only reinforce need to stick to
strategy

unemployment a matter of concern

industry's competitiveness and efficiency crucial for securing
employment

Government keen to apply strategy pragmatically where room for
manoeuvre - support for NEB, assistance for BSC

Government willing to continue dialogue inside and outside NEDC
plenty of areas for co-operation: NEDC

EDCs/SWPs
Training

public purchasing initiative
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ClDSjﬂg points

common objective of competitive efficient economy providing
lasting growth, employment, welfare

Government's policies directed to that end
inflation control is pre-condition

"alternative strategy" would exacerbate problems in long
term (reflation, import controls, shorter week on same pay,
lame duck support, increased public expenditure, 4% drop in
MLR, action to reduce exchange rate, use of 0il revenues for
direct help to industry)

moderate pay to maintain competitiveness and Jjobs

management and unions must improve industrial performance;
eradicate inefficient practices, reform training

no part of Government slrﬂtegy to engiﬁeer unemployment; PM
at Party Conference said "bounden duty'of Govermment to do
what it can about it

Government ready to continue dialogue with TUC, through NEDC
and directly as today

Government eager to co;opcrate in work of NELC, EDCs and SWPS,
specially in improving performance;
5 on review of training séc.
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

10th October 1980
T, Lankester Esq. . =
10 Downing Street Pn~ n\:.uh'
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Aanen D |
MEETING WITH TUC GENERAL COUCIL 14 OCTOBER: STEERING BRIEF

I attach, as requested, in your letter of 29 September, a
concerted brief for this meeting. It has been prepared Tl
with the help of Dol and DEm officials and includes at

Annex B in line with the Prime Minister's suggestion nw
Some positive points that could be put to the TUC. =
The advice on handling of the meeting does not at this

stage presume the Prime Minister's agreement to the

Chancellor's suggestion that Mr Terry Burns might be present

and ready to give a short resume if that seemed appropriate.

Mr Burns would abviously draw on material of his own if
asked to take part in the discussion.

Some of the briefing material covers policy areas to be
discussed at the Prime Minister's 13 October meeting on
monetary matters. Clearly she will need to have in mind
when using it the outcome of that meeting.

Copies of this letter and attachments go to the Private
Secretaries to the Secretaries of State for Industry and
Employment.

}?ﬁn~ s

P.S. JENKINS
Private Secretary







RESTRICTED COVERING RESTRICTED AND CO!
ETING WITH THE TUC GENERAL COUNCIL 14 CCTUBLER: STEERING BRIEF

Organi ion

1. Sections I to IV of this brief cover, respectively, Government and
TUC objectives, advice on handling of the meeting and the line to take.
At Annexes A and B are speaking notes covering general =conomic
strategy and particular points that Ministers could raise. Annex C
gives some suggested points for possible use in summing-up, and

Annex D contains a comprchensive set of briefs on individual issues
that the TUC may raise. The Departments of Employment and Industry
have contributed many of the individual briefs.

I GOVERNMENT OBJECTIVES
2. The Government's main objectives at this meeting should be:

(i) to make clear that Ministers share the TUC's objective of a
healthy economy and their concern‘about unemployment; but to
reiterate their belief that their present economic strategy is
the only means of restoring a healthy economy and that they will
not be deflected from it.

(ii) to discuss with the TUC the part they can play 1in achieving

economic reccovery and a reduction of unemaloyment. This includes
not only moderation in pay settlements but also improvement of

industrial performance through things like improved working
practices and radical reform of some training arrangements, which
are important to improving productivity.

(iii) to avoid being drawn into a 'megotiating' posture: the

overall strategy is not negotiable and over the medium term
—_—

inflation will come down further though the level of transitional
unemployment will depend on pay behaviour. EETTIEE-ETTTTFZFess
tI~TOMTTnue a dialm elsewhere, on purticular/l
policy issues should be made clear.

(iv) to try to avoid an open breach with the TUC - eg a walkout
by some members of the General Council - so that the media can be
told the meeting has been a constructive one.

II TUC COBJECTIVES

3. The TUC's decision to seek the mecting was taken on the eve of its

Congress with the objectives of:-—
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(i) furthering its Campaign for Economic and Social Advance,
first adopted at thc 1979 Congress (the objectives of which are
most recently expressed in the attached resolution of the 1980
Congress - see Annex E)

(ii) demonstrating to sections of its membership opposed to any
dialogue, and possibly favouring more direct action, that it was a
proper and continuing role of the TUC to make representations to
the Government;

(iii) seeking to build publicly on wider expressions of concern,
particularly about the level of unemployment and the problems of
manufacturing industry;

(iv) if at all possible to tell the media immediately after the
meeting that the Government was unwilling to temper or change their
economic policies and apparently unconcerned about their effects on
employment.

Recent reports - see the Financial Times Article at Annex F - suggest
the TUC may stress that in the absence of policy changes, rising
unemployment may lead to social unrest, eg in South Wales.

4. The main policy change the TUC will recommend is general "reflation"
(primarily through major increases in public spending) with {:;1;;3:::
of securing an early expansion of output, which they see as necessary

to cut unemployment, to reduce increases in unit production costs and
inflation, and to encourage the adoption of new technology. In addition
they may press for early reductions in interest rates and the exchange
rate (if necessary through a monetary target loose enough to allow inter—
vention) and for a greater readiness to introduce direct import controls
to protect particular "core industries". As part of their call for a
more interventionist industrial policy, they can be expected to press
for a new investment facility to channel £1 billion a year into
industrial investment, provided equally by the Government (from North
Sea revenues) and City institutions. The Financial Times article at
Annex F reports that the TUC "will emphasise that there cannot be a
proper recovery without a national economic plan". The TUC have said
this year in NEDC that they "completely reject" the monetarist approach
to the control of inflation.

I1I HANDLING OF THE MEETING

5. The Prime Minister will no doubt wish first to welcome the General
Council and to emphasise the Government's view on the identity of broad
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. macro-cconomic gouls between all parties - ie defeat of inflation,

sustainable economic growth and reduction in unemployment. Differences
are about means not ends.

6. Traditionally, the TUC often nominate only one spokesman and this
could be Alan Fisher*(ccneral Secretary of NUPE and this year's Chairman
of the TUCTT'ﬂﬂ?ﬁs likely, however, after short introduction, to
XEVTTE-f?n Murray and then possibly others to speak. As the TUC sought
the mce{IEET-ﬁ} Fisher might be invited at the outset to indicate how
they wish to proceed. Before beginning detailed discussion it might
then be best for the Prime Minister or Chancellor to put on record very
briefly the Government's general position. The speaking notes at Annex
A are intended for that purpose.

7. During the ensuing discussion, the material at Annex B could be
deployed as appropriate and the background and defensive briefs at
Annex D should help in picking up individual points made by the TUC.
The Employment Secretary will be able to deal with any TUC points on
employment and trade union legislation.

8. Some points which might be used in summing-up are at Annex C. These
Sm—
would give a firm basis for subsequent briefing of the media.

IV LINE TO TAKE

9. Given the objective of avoiding an unnecessary public row with the
TUC, which may be just what some elements on the General Council want to
see, it will be important to present the Government's necessarily firm
position se:Eiifvely. The use to be made of the Annex B material - on
areas apart from pay where trade unions have a direct effect on the
pace of economic imprglEEFnL - may accordingly need to be decided as
tﬁ;1;€EE§EE~E;EE}esses. It might not be productive to debate the points
at lengﬁh. Annex B covers the various labour relations issues noted in
Mr Lankester's letter of 29 September and, as a concrete example of the
importance of co-operation on productivity, notes the part employees
have to play in improving the efficiency of the nationalised industries
to the benefit of the whole economy.

* See now also the reports at Annex F

——,

HM Treasury
9 October 1980
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ANNEX A
SPEAKING NOTES ON THE ECONOMY

Agreement on objectives

1. Government share TUC aim of a healthy growing cconomy with
increasing living standards. Policies aimed at setting the right
conditions in which industry and commerce can work most effectively
to raise prosperity and provide soundly-based new jobs. Differences
with TUC relate to means not ends.

Priority to control of inflation

2. Govermment's firm view, in the light of the hard experience

of recent years, is that sustainable economic growth can be achieved
only if inflation is reduced and brought under lasting control.

High inflation reduces competitiveness, undermines investment and
discourages consumption. It is the real enemy of jobs. This is
accepted internationally. Venice Summit of industrialised
countries and recent annual meeting of IMF agreed among other thing
on importance of getting inflation down and on dangers of reflation-
ary moves which would simply stoke up inflation and precipitate
worse recession. In Britain, any attempt at "reflation" of demand
now would result not in any sustainable increase in output or
employment but simply in further inflation and delay in eventual
recovery.

Monetary policy
3. Only sure way to control inflation is through strategy which
includes firm restraint of monetary growth. Last Government

similarly accepted need for monetary discipline and introduced
specific targets for monetary growth. Recent progress on restrain-
ing monetary growth has been disappointing, though most recent
signs are more encouraging. But Government's approach is medium
term and recent developments reinforce need to stick to the medium
term financial strategy which sets a path for reduction in the
trend of monetary growth over period to 1983-84. [If TUC mention
"national economic plan':sfvategy is a "national economic plan" for
the variablesa Government can sensibly hope to act on. ]
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Unemp L nent and pay

4. Government fully share TUC's concern about unemployment.

But as explained in the NEDC discussions, there is a strong link
between pay increases and unemployment at a time when monetary
and fiscal restraint are imperative. Do not want to repeat this
at length here; but convinced that the main answer to the
unemployment problem lies in much more moderate pay settlements
from now on, in both the private and public sectors. Already
some encouraging signs this being taken to heart in industry

as the economic realities come to be better appreciuted. In the

public sector the Government will be doing all it can, through
cash limits, to encourage moderate settlements.
[For further briefing, see D8 below]

Continu ing dialogue

5. Government keen to apply overall strategy pragmatically in
those areas where there genuinely is room for manoeuvre - continued
support for NEB, extra assistance for BSC, evidence of this.

They attach real value to continuing dialogue with the TUC about
all economic matters - building on series of NEDC discussions.
Amidst sometimes heated debate on macro-economic matters, not to
lose sight of important micro-economic issues. Earlier this year
[the Prime Minister] took time to chair personally a NEDC discussion|
on the economic impact of micro-electronics. [She is] planning <o
take the chair again in a few months when rescarch and development
comes under discussion in the Council.




Annex B

POSSIBLE POINTS TO MENTION TO THE TUC

This annex contains briefing on the following points which
Ministers may wish to raise during the meeting.

Investment and the role of unions in raising productivity.

A vn
£ lansle o sty
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Trade unions and perform c

KAy & Vet 4
Trade union restrictions on training and apprenticeship.
Efficiency and demarcation.
Need for trade union reform.

Public purchasing.

Government support for NEDO

HM Treasury
9 October 1980
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(i) Investment and the role of unions in raising productivity

l. First priority for investment and growth is lower inflation.

) N — —
But vital too to reduce barriers to growth of new firms and
—

industries. Hence determination to remove unnecessary controls
5?;??;;?3vc incentives to enterprise. Action here important
for higher profitability which is key t0 more investment
opportunities being taken up. Wilson Committee, as other
studies before it, showed there is no general shortage of funds
for investment where returns right.

2. Foolish to hide major difference between Government and
TUC on role of state in industry. But the Government not at
all doctrinaire about this issue. Continued financial support
for the NEB and decision on further investment forINMOS shows
that we see a eemtimuing role for Government in high risk
areas of new technology, for example.

3. Strict limits on what Government can do to increase

investment and secure economic growth once it has set the

right climate. Important to engage all in industry on the

need for improved productivity through better working

practices, more flexible training methods, and rupid exploitation
of profitable new technologies and products. Only in this way
will the potential for new investment be realised. Big scope
for trade union co-operation on these issues to improve the
prospects for economic growth.

HIM Treasury
9 October 1980
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NATIONALISER INDUSTRIES: CONTRIBUTION TO GENERAL SPEAKING NOTE

It is particularly important in the naticnalised industries for
the trade unions to work closely with management to reduce costs
and match pay demands more closely to increases in productivity.
In those industries which face international competition, such as
steel, survival depends upon it. The level of efficiency of other
basic industries, such as the public utilities, feeds through

to the prices they charge, whiéﬁ_;fTEE?_EFe whole economy.
Nationalised industry pfice increases rose at a disturbing rate
last year - 10% ahead of the RPI and it is estenkial that this
should not contimue. TN SOMS Chses the excess price increases
reflected excessive pay settlements. It is not sensible to

avoid price rises in the face of rising costs by increasing
subsidies or borrowing: these would produce furffer inoreases

the money supplyuéagrhigher interest rates. The only way to
bring nationalise (pr’ce rises down to a more acceptable level

most industries is to cut costs and improve efficiency, and to agree
pay settlements which reflect the growth in productivity. It is an
urgent need for the competitiveness of the whole economy that

every effort is made to control costs in this area.




TRADE UNION RESTRICTIONS ON TRAINING AND APPRENTICESHIP

Background Note

1. There are two aspects of trade union restrictions on training. Firstly,

the trade unions restrict entry to formal apprenticeships through industry

agreements (to which employers are parties) on apprenticeship rules. Secondly,
in?m/ industries entry to particular jobs is restricted to those who have
corved a full apprenticeship and this makes for difficulties with the
integration of skillcentre trainees.

2. Industry apprenticeship agreements (of which there are about 80) lay down
the restrictions on age, duration of indenture, rates of pay etc which are
characteristic of the apprenticeship 'system'. Recognition of full craft

status is generally given only to those who have completed an apprenticeship.

—
provided by a formal apprenticeship in other cases new ekills not covere

Nevertheless many jobs no longer require the amount or type of training
/
d

by this form of training are necessary.

3. Restricting recruitment to time served ren results in unnecessary
inflexibility in responding to the changiag needs of industry.

4. The MSC's Training for Skills Programme for Actioz (TSPA) included
many recommendations giving more flexibility. The TUC, as members of MSC,
support the objectives o TSPA. They are also expected to support the
recommendation of the revm the Employment and Training Act commissioned
by MSC which proposes that the criteria of TSPA should be applied more

rigorously.

5. The Engineering Industry Training Board published proposals for radical

changes to the engineering apprenticeship system. These were not acceptable

To trade unions at the local level. Eaployers and educationalists were also
o

unhappy about some of thea. Discussions zre still continuing at national
level between the Engineering Employers Federation and Confederation of
Shipbuilding, and Engineering Unions. The EITB is continuing to seeks

ways of achieving the aims of their proposed reforms and its Chairman

Lord Scanlon is attempting to present the reforas in a way which will provoke

a positive response from major uniocas and others concerned.




6. The great majority of ckillcentre trainees do get:‘ jobs in their own
trade. The greatest resistance to these trainees is in the coal and petroleurm,
metal manufacture, shipbuilding and marine engineering, vehicles and chemicals
and allied industries, in larger companies and in areas of high unemployment.

7. MSC have pegged away at local levels, not without success, exploring
better working relationships with firms, talking to local union representatives,
biassing the final stages of courses to employers' needs; introducing job
rehearsals and developing . .services to employers (mobile and sponsored
training).

8. A1l this has helped to improve results. MSC have also talked to trades uniam
leaders; who are sympatnetic but not in practice helpful, though the TUC has
always helped where it could. But with the recession, unions are becoming more
defensive, and firms, no longer so short of craftsmen, are less anxious to

overcome the many obstacles.
Points to Make

The Prime Minister may wish to draw on the following points:-

(1) The TUC have shown a positive attitude towards reforming the structure
and developing the standards of industrial training. Through their
membership of the MSC they give support to adult training =nd retraining
under the Trainirg Opportunities Scheme; they have supported the principles
of the Training for Skills Programme and their submission to the review

of the Employment and Training Act recognised that there was a need for
changes and development. Since 1964 trade unions have been represented

on industry training boards. But, in practice, little has been done by
the unions to change the current apprenticeship system or remove the

obstacles faced by skillcentre trainees.

(2) ‘Despite the problems the recession is causiﬁg. what more can the
TUC do to persuade individual unions and their members to reduce the
emphasis on acceptance only of "time-served' men and allow skillcentre
trainees to take the jobs for which they have received training.

(3) How do they propose to encourage reform of the apprenticechin
rules that discriminate against people who do nct enter an apprenticeship

at 16/17 years of age?
——— —
(4) How can apprenticeships be modified so that the demands for new skills

brought about by naw technology can be rapidly met?
Department of Employment 8 October 1980
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EFFICIENCY AND DEMARCATION
Points to wake

4. A German worker's pay is double that of his British counterpart - and the
German worka fewer hours and gets longer holidays. I am sure the TUC don't
—_— —,

want that - nor do I - but we all know it 1s because, whereas in the mid

1950s productivity was amongst the highest in Western Burope now it is the

lowest among developed Buropean nations. The low level of industrial

efficiency compared with our competitors is the Eey problem in what some call
e real econom; Unless we can improve it there is no chance of sustainable

improvements in living sfandards.

)
2. This is a problem that can only be put right by those who operate in
industry - by workpeople, trade unions and management. Management isn't
perfect, moreover on many issues eg on the dangers of not adopting new

technology the TUC has adopted a generally positive stance. But no one
can deny that efficiency has been held back by the rigid allocation of work

to particular groups of workers, or to members of particular unions. The

rigid demarcation between production and maintenance and between one
maintenance job and another has been a major cause of overmanning across a
wide spectrum of industry. This rigidity rather than lack of investment or
differences in how hard we work is crucial to our competitiveness.

3. There are signs that things are changing and that more flexible working
practices are beeng accepted eg in parts of the motor industry. There are

also examples of shop stewards putting forward imaginative proposals for
more flexible and efficiont working - all to often though onlx wnen fac
with the imminent closure of a plant. It is then often too late.

. 4.  According to Roy Grantham who is of course a director of the firm
productivity at Talbot UK is,{by}O% over last Jear. But why did it need the
ground to open under their feet before thex Eroduced this splendid result.
What is needed is increased acceptance of increased efficiency and greater
flexibility throughout the economy as a means of ensuring jobs in the /
long run.. Government look to the TUC to help bring about this acceptance.

pepartment of Employment 1 ] 8 October 1980




PM's MEETING WITH TUC

NEED FOR TRADE UNION REFORM

1 The Prime Minister might accept at the outset that change in the trade union
movement is the responsibility of the trade unions. Government has no direct locus.
On the other hand, unions have considerable capacity to influence industrial
performance. No Government can be indifferent to thc effects of union structure,

attitudes and behaviour.

2 It has long been recognised, beth inside and outside the trade union movement,
that there are too many competing unions and that their internal crganisation nesds
to be improved. Progress in most areas has, however, appeared painfully slow. Waat

are the trade unions doing about it? Some problem areas are, for example:

B
(a) Union structure. Despite steady decline in numbers of unions in recent
years and shift to lacger unions, there is little sign of a more rational
structure in many industries. Many managements have to negotiate with

upwards of a dozen unions. Progress has in some cases (eg printing,

banking and insurance) seemed to be backwards rather than forwarcs.

(b) Inter- n disputes. Enormous damzge can be done by long-running
inter-union disagreements, often by delaying major investments (eg
Hunterston). The TUC disputes (Bridlington) machinery is slow-moving

and is not always respected.

(c) Union democracy. There is a good deal of evidence that full-time
officials and stewards are often out-of-line with members' feelings. HMore
active involvement of all members would be a healthy sign. This might be

encouraged if officials did not sometimes seem more concerned with political

than industrial matters. Greater reliance on election, rather than




appointment of officials might help. (The Employment act is intended

to encourage greater use of secret ballots generally.)

(d) Union disipline. Officials often seem reluctant to discipline
members or branches which do not accept union authority. This seems

a recipe for anarchy.

3 The public, who are freguently affected by union behaviour, surely have a

right to expect that trade unions will organise their affairs responsibly. This
must involve a willingness to take initiatives and seek to exercise authority and
influence in favour of sensible solutions. Authority can be legitimised by. more
democratic procedures. The TUC itself should not seek to shelter behind the
Yautonomy" of individual unions. Similarly individual unions should be p;;pared
to give leadership to their members. Otherwisc the public standing of trade

unions will continue to decline.

Department of Employment 8 October 1380




Public purchasing

Sir Keith Joseph told NEDC in July that the government will try
to use public purchasing more positively to help industry. Aim
of this initiative is closer relationship between government

departments and suppliers so that, for example, companies stund
better chance of being in a position to meet Department's

needs, Departments' specifications are aligned with those of
potential overseas buyers, pre-production and bulk orders can be
considered in cases where these might help to launch important,
especially high technology, new products. Government is asking
nationalised industries and local authorities to co-operate in
this initiative. NB not a "Buy British" campaign to prop up
inefficient companies, but the use of public purchasing as a
lever to improve industrial performance (somewhat on Marks and

Spencer lines).

[See also D12]

Government support for DO Economic Development Committees and
Sector Working Parties

Government has expressed strong support in the NEDC on a number
of occasions for work of EDCs and SWPs. At its best their work
is an excellent example of the co-operative approach between
management and unions to industrial problems which the government
believes is essential. Committees cannot be a substitute for
strong management or responsible trade unions in individual
companies. But they can help to highlight problems and
opportunities, to create a climate favourable to industrial
change and, where necessary, be a goad to less efficient companies

in their industries.

[see also D17]

HM Treasury 8 October 195C




Annex C

Possible points for use in summing-up

(a) there is a common objcctive in establishing a competitive
and cfficicent economy, that can provide growth, high employment
and secure jobs;

(b) the Government's policies are all directed to that objective,
the prime nced being to get inflation permanently under control;

(c) the elements of the so-called "alternative strategy' eg
reflation, import controls, a 35 hour week without loss of pay,

subsidisation of failing industry, increased public expenditure,
are no realistic answer. They would make our long term problems

worse.

(d) quite apart from the need for moderation on pay, an
inescapable responsibility rests on industry - management and
unions - to improve performance. For example, inefficient
working practices need to be eradicated and radical reform

of some training arrangements is long overdue.

(e) the level of unemployment reflects our long-standing poor
industrial performance as well as the world recession. It

is no part of the Government's strategy to engineer it; indeed
the Government is concerned to ensure that individuals suffer

as little as possible from our inescapable transitional problems.

(f) the Government remain ready to continue a dialogue with
the TUC on general economic issues through NEDC and directly

on specific matters of concern.




0

Annex D

BRIEFING ON DETAILED POINTS THE TUC NAY RAISE

This annex contains background briefing and speaking notes
on the following points which the TUC may ralse:

Why inflation must be reduced.

Recent monetary figures and interest rate prospects.
Distributional effects of 1979 and 1980 Budgets.
Public sector pay and cash limits.

Competitiveness and the exchange rate.

North Sea oil fund.

Nationalised industries.

Pay, inflation and unemployment.

O 0N oW AU

Impact of public spending cuts on employment and the
construction industry.

=
o

Impact of cuts on the health services, social services,
and social security.

Costing of TUC's alternative policy proposals.
Public procurement.

Import controls.

Import penetration monitoring.

Regional industrial policy.

Assistance under Sections 7 and 8 of the Industry Act 1972.
"Industrial Strategy": role of NEDC.

European industrial policy.

New technology: Government support.

Special employment measures.

Training proposals.

Reductions in hours/work-sharing.

The true levels of unemployment and vacancies.
Employment effects of new technology.
Telecommunications monopoly.

The Post Office.

Iron and Steel.

Shipbuilding.

Aerospace.

Motor vehicle industry.

The engineering industry and CSEU.




Finniston Report.

Textiles, clothing and footwear.
Paper and board industry.
Nationul Enterprisc Board.

Economic situation in Wales.
0il and energy prices.




WHY INFLATION MUST BE REDUCED

s Inflation imposes severe economic and social costs on the

nation. Social consequences are perhaps most evident in the effect
of inflation upon the distribution of income. Some groups,
particularly those capable and prepared to exercise their industrial
muscle, can sometimes manage to keep their wages ahead of prices -
though perhaps at the cost of their own or other people's jobs.
Others however - some of the low-paid or the elderly on fixed incomes-!
are less able to protect themselves against rising prices. So it
tends to be the weakest groups in society who suffer most from
inflation.

2 Secondly inflation retards economic growth and makes unemploy-
ment higher than it otherwise would be. When inflation is high, if
tends to be unstable: the UK inflation rate has varied from over 255
to under 8% in the last five years. This variability makes it
difficult for both producers and consumers to assess future price
levels; and this in turn influences their spending decisions.

3 Producers are discouraged from expanding output and undertakizg
new investment because they are uncertain whether this will be
profitable or not. Also, because high inflation leads to high
interest rates, producers become less willing to borrow in order to
finance new ventures. Lower output and lower investment of course
means less growth and higher unemployment.

4. Consumers too are affected by high and unstable inflation rates.
For simple precautionary motives people tend to save more when
inflation accelerates; also since inflation erodes the purchasing
power of wealth held, this encourages people to save more so as te
rebuild their real value. But the corollary of higher savings by the
personal sector is lower consumption; and that again means less oui—
put and hence fewer jobs.

Se The damage that inflation does is widely understood. The
communique after the Venice Summit of Western leaders noted that:
"Inflation retards growth and harms all sectors of our society. Te
reduction of inflation is our immediate top priority and will bensfit
all nations. Determined fiscal and monetary restraint is reguired
to break inflationary expectations".

HM Treasury 8 October 1980




INTEREST RATES AND MONETARY GRONTH
Background

The preliminary cstimate for banking September suggests that
£M3 grew bybe[@eg“?ﬂ% in banking September. This follows
two months of rapid growth during which £M3 rose by a total
of 8 per cent. Recorded £M3 has risen by 23%% at an annual
rate since February against the Government's target range or
7-11%.

The rapid expansion in the recorded rate of increase in July
and August was caused largely by the ending of the corset in
June. The corset, which had been reintroduced by the previous
administration in June 1978, gave rise to substantial
"disintermediation" as the private sector increased its
holdings of 'near-money' assets not liable to corset penalties .
With the end of the corset, the banks have been able to
restructure their balance sheets; and business that had been
forced into non-bank channels returned to the banking sector.
The eftects or this '"reintermediation'" cannot be quantified
precisely but our best estimate is that the underlying monthly
growth of £M3 in both July and August was 1 to 2 per cent.

Defensive

i) The eftects of the ending of the corset should now have been
largely absorbed in recorded monetaury figures.

ii) In assessing monetary conditions and framing policy we do not
rely simpiy on one statistical measure. Importance is attached
to looking at a broad range of indicators and opinions. Other
indicators, as well as much opinion in the business and t'inancial
community, suggested that monetary conditions were tighter than
the €M3 tigure indicated.

[iii) If the TUC urge a substantial immediate cut in MLR to help

industry:] As the Government has said, it remains the intention

to reduce interest rutes - hopefully in the reasonably near future -
but this must depend on monetary developments and prospects.

This month's tigures are encouraging.




But to reduce MLR substant-
jally now regardless of monetary prospects would simply result in
a speedy reversal, which would be in no one's interest.

i)The rate of growth of the money supply is now expected to drop
significantly. Bank lending is expected to moderate considerably
in the second half of the financial year as inflution abates.
Public sector borrowing is also expected to be substantially
lower in the second half of the year, chiefly because of the
uneven pattern of receipts and expenditure throughout the year.

ii)Responsible pay barguining will do a lot to reduce the financial
pressurcs on companies, and thus keep down their need to borrow.
Pay moderation will also keep down public sector borrowing.
That is the best way to help interest rates come down soon.
iii) The National Savings Package announced on 9 September should
help to finance the PSBR, easing the pressure on the gilt-edged
market and hence on long term interest rates.

HM Treasury
9 October 1980




D3

14 OCTOBER MEETING BETWEEN PM AND TUC GENERAL COUNCIL: DEFENSIVE BRILF
ON 1979 AND 1980 BUDGETS

Burden of personal taxation

Taking account of cuts in income tuax as well as increases in indirect
taxation, it is not the case that taxpayers are worse off as a result
of the two Conservative Budgets, It is true that the burden of income
tax and of taxation overall was increased slightly in the 1980 Budget

@his was necessary in order to cut the PSBR and keep the money supply

under control); but the burden of taxation was reduced substantially
in the 1979 Budget. On the assumptions in the MTFS there would be
scope for tax reductions in the medium term. The income tax burden in
the current financial year will be considerably lower than in Labour's
last year of office.

Budgets have increased inflation

The increases in indirect taxes were necessary because North Sea
revenues and public expenditure cuts have not been sufficient alone to
finance the cuts in income tax required to increase work incentives.
The consequential reduction in the PSBR will ease the pressure on
monetary growth, and reduce inflation in the longer term.

Effect on the low paid
Abolition of the lowcr rate band meant that more money was made avail-

able for increasing personal allowances, which have been increased by
more than the rate of inflation in the past two years. Concentration
on allowances means keeping more people out of the tax net -and directs
relatively more help to those on the lowest incomes and to families.

The indirect tax increases too have been generzlly progressive in
nature, and so have hit the lower paid relatively less. VAT is a
progressive tax, as Mr Healey has recognised, because of the zero-
rating of "essential" items such as food, fuel, housing and children's
clothing.

Highest paid have benefitted most

The top rates of income tax were previously amongst the highest in the
world and reached at relatively low income levels. The 1979 Budget cut
the top rate to around the European average. The cost of the higher
rate reductions was small, and the beneficial effect on economic per—
formance should with time benefit the whole nation. Higher rate
thresholds were inereused by only 11 per cent in 1980 to ensure a

fair distributional effcct between the higher and lower paid.




Child Benefit

Child Benefit was raised in the 1980 Budget by 75p, to take effect from November.
This is a rise of 182%. It compares with a rise of 291% in the RPI between

April 1979 (the last time CB was raised) and November 1980 (forecast based on

the Industry Act forecast in the FSBR). Thus CB has been less than inflation-

proofed over this period. But:i-

i. The April 1979 increase was a mid-year increase in advance of a
general election, bringing forward an increase due in November 1979.
The No to November incre in the RPI should be more like 163%, ie

below the increase in CB.

ii. The increase in CB was all that could be afforded at a time of
stringency in public expenditure - other increases in social benefits

were also restricted.

iii. For nearly all basic rate taxpayers in 1980/81 the increase ensures
that they will be better off than they would have been if FAM and CTA's
hed been retained and uprated in line with prices since 1976/77 (the

last full year of operation).

HM Treasury
9 October 1980




PUBLIC SECTOR PAY AND CASH LINITS

Factual
CBI data on average settlement levels for the 1979-80 pay round shows:

Public Services 14.0%
Manufacturing Industry 16.6%
Nationalised industries 17.6%
Financial and Commercial Settlements 20.6%

This data excludes cost of staged 'catching-up' awards in respect of the
previous pay round, which added about 10% to public service earnings in 1979-80.

At E(80)27th Meeting on 23 July the Prime Minister, in her summing up, said that
the Government would make known publicly before the summer recess that it had in

mind an assumption in single figures for pay increases in the public sector.

The Financial Times records Mr Heseltine as stating at the Party Conference
on 8 October that the Government would be assuming "single figure' vage
settlements by local councils and elsewhere throughout the public sector when

setting cash limits.
Defensive
The Government is not "anti public sector' on pay or any other matter. But the

public sector must take account of financial realities Just as much as the

private sector. This means the money available for pay settlements must be

determined by what the taxpayer and ratepayer can afford.

Public service settlements in the last pay round have been significantly lower
than those in manufacturing industry, and thus than those in the economy as a
whole. But the actual increase in earnings for the public services was
significantly higher as a result of "catching-up' settlements. The taxpayer
and ratepayer cannot be expected to finance earnings increases on that scale

next year.




Positive.

Ability to finance the public sector dependsipon a pro isperous private sector.
For too long, the public sector has over-expanded at the expense of the private
sector. In current circumstances, public spending and public borrowing have to

be reined back.

The CBI figures show that we have succeeded in bringing the underlying rate
of pay increases in the public sector under control after the '"catching-up"
difficulties resulting from the collapse of the previous administration's Pay
Policy. But we need to go further. Excessive pay settlements in the year ahead
would further undermine our international competitiveness and lead to a further
unnecessary loss of jobs. This applies as much to the public as to the private
sector. In order to ensure realistic pay settlements in the public services we
shall be assuming increases in the pay provision in cash limits sharply lower
than this year.

Private sector settlement levels have dropped significantly in the last few
months and this must continue. Public service settlement must not be such as

to deter the private sector from achieving realistic settlements.

HM TREASURY
October 1980




5. COMPETITIVENESS AND THE EXCHANGE RATE

A. Background/factual

Sterling has appreciated 7% against the dollar and 8% in effective
terms since the beginning of 1980. The current rate is just under
g2.40 with an effective rate of around 76. Competitiveness has
deteriorated sharply over the last eighteen months. A rough..
comparison between QIII 1980 and QT 1980 is as follows

UK labour costs

relative to those Change in Change in

in other countries exchange rate labour costs export price
in domestic currency change competitiveness competitiveness

(€D ) ) x (2

+ 21% + 17%% + 40% + 1%

B. Defensive points

Exchance rate: The Government has no exchange rate target (in

either direction); its policy is to let the exchange rate be deter—
mined by supply and demand in the foreign exchange markets. This

is an essential counterpart to monetary policy. There is nothing
wartificial’ about the present rate of exchange: indeed the Government
abolished exchange controls and removed an artificial prop to the
exchange rate which had existed for forty years.

Intervenﬁion to get rate down: The experience of other countries shows
that inflow controls, including lower interest rates for non-residents,

have no more than a very temporary effect at best. Higher interest
rates in the UK are only apart of the reason why sterling is so strong -
it is notable for example that sterling has remained firm recently in
spite of a substantial rise in US interest rates; other factors such

as oil are very imporftant.




As the rigures [in A abovel] show our loss of

cost competitivenecss owes more to the much faster growth in earnings
in the UK relative to other countries than it does to the rise in
the exchange rate. The only satisfactory way to improve competitiveness

is to reduce the growth in UK costs as quickly as possible, both by
negotiating lower wage settlements and by improving productivity.

C. Positive points

Inflation. The high exchange rate has had an important influence

on holding back increases in domestic pricesboth directly, by cutting
the costs of imported raw materials and components, and indirectly

by encouraging domestic producers to fix their prices competitively.

HM Treasury
8 October 1920




6. NORTH SEA OIL FUND

Background

The TUC have long favoured the idea that the Government should
set up a North Sea 01l Fund. The proposal is reflected in the
Note of Dissent to Chapter 20 of the Wilson Report (signed by
Sir llarold Wilson, Lord Allen, Mr Jenkins, Mr Mills and

Mr Murray) which suggests that the Government should channel
BNOC revenues, North Sea tax and royalty revenues and a proportion
of British Gus's profits into such a Fund. The intention is
that these funds would be used to restructure and modernise
British industry. The idea is similar (and perhaps alternative)
to another TUC proposal for a new investment facility jointly
funded by the public sector and the long term investing
institutions which would be administered by representatives of
employers, employeces and Government Departments.

There have been extensive discussions of the macro-economic
effects of North Sea oil and gas revenues in the National Economic
Development Council and the TUC proposal has been looked at in the
context of these discussions. This is one of a number of proposals
of the Wilson Committee which will be examined by the reconstituted
NEDC Committee on Finance for Industry (the Baring Committee).

Defensive

a. North Sea oil and gas revenues are not a recently
discovered pot of gold. They are already taken into
account in the Government's medium term financial strategy.

" b. The Wilson Committee concluded that there was no

evidence of good industrial investment opportunities being
held back by shortage of funds. What is holding back investment
at present are the uncertainties causedby inflation and very
low expected rates of return.

c, Most proposals of this kind are a cover for suggestions
that there should be a change in Government priorities,




d. The previous Government considered the case for
setting up @ Fund of this kind but rejected it.

e. There is no reason to suppose committces of
officials and others will allocate investment more

successfully than the market.
Positive

The best way to help industry is to reduce inflation, get a

proper balance between the public and private sectors, and
reduce interest rates. Those are the objectives of the
Government's medium term financial strategy, and the North
Sea revenues are already contributing to the achievement
of that strategy.

HM Treasury
8 October 1980




D
NATIQNALISEDR INDUSTRIES 7

The two points which have recently attracted most interest are:
the impact of BEFLs and nationalised industry price increases.

BACKGROUND/FACTUAL

EFLs. In place for all nationalised industries. Arrived at by
starting from the industries' approved investment programmes, esti-
mating the extent to which the induetries can finance these

from internal resources on the basis of their Financial Targets and
hence calculating their external financing requirements (EFLs) .
EFLs criticised recently for preventing profitable investment

(NI Chairmen),and regarded with suspicion as instruments of pay
control (unions).

NI Pricing. NI prices in aggregate have run ahead of RPI by some
10% over past year. Result of several factors: moves to economic
pricing (especially by the gas/electricity industries), external
price increases (eg fuel costs), need to restrain public expenditure
by maintaining EFLs, and pay increases above general settlement
levels. The differential between NI price increases and the RPI

is expected to fall back over the coming year.

POINTS TO MAKE

EFLs. EFLs are not designed to restrict profitable investment.

They are set, on the basis of reasonable economic assumptions, to
finance approved investment programmes. They only "pite" if for
example inflation (or pay demands) accelerate away more than
expected when they were set. An element of squeeze is then healthy
since it ensures the burden of adjustment required in the economy
is shared by both public and private sectors. If, in these
circumstences, NI borrowing were permitted to rise without limits,
increases in public expenditure and the PSBR would result, leading
to faster growth in the money supply or higher interest rates. EFLs
are therefors an important part of sensible economic management.
The pay assumptions on which EFLs are based will not be the same
for all industries - different industries are in a different
commercial position - but there is no intention in setting EFLs

to penali the NI sector unfairly as compared with private
industry. But there needs to be some awvork to parallel the
competitive framework in which private firms operate and EFLs

contribute to this. As the economy stabilises, with pay and price




increases coming down and becoming more predictable, the normal
experience before 79-80 of natural shortfalls against EFLs may
reappear and the criticisms of the system being made at present

appear ill-founded.

NI Prices. The effect of NI price rises should be kept in
proportion. Ivery 10% increase in NI prices adds 0.8% to the RPI.

NI prices have risen rapidly in the past 12 months, partly for

good reasons, partly for bad. Makes sense to increase prices

to conserve scarce resources as in the energy sector and if costs
unavoidably increase (such as the oil price), Otherwise we waste
resources. Also makes sense to raise prices in the face of rising
costs or falling demand if the alternative is:more borrowing, higher
money supply, higher interest rates. But in some industries excess
price increases have resulted from excessive pay increases:
particularly high increase eg in Telecomms (23%). These increases
have been regrettable. Not expect NI price increases to run anead
of the RPI now to the extent that they have done in the past

year, but if they are to be brought right down there will need

to be closer match in future between pay and productivity increases.

HM Treasury
9 October 1980




Pay, inflation and unemplovment

Background

1. The TUC has historically always avoided conceding that excessive
pay settlements "cause" inflation. In a very real sensc Government
thinking is very much in line with this: in the long run excessive
pay claims can "cause'" influation only if they are accommodated by a
correspondingly high rate of monetary growth.

2. There is no denying that in the first instance, before corrective
forces take effect, excessive pay settlements may be reflected in
higher prices - so that failure of wage bargainers to adjust to
slower monetary growth may delay the deceleration of inflation - or
that excessive pay settlements are undesirable because of their
effects on employment. Present circumstances - in which depressed
home demand and fierce overseas competition are preventing many
employers recouping excessive pay increases through price rises -
show that the Wilsonian adage about "one man's pay increase is
another man's price increase" needs reviewing. The key relationship
to emphasise to unions, employees, employers is rather the link
between pay and unemployment. The Chancellor's paper discussed at
NEDC on 6 October explained the relationship fully.

Positive speaking notes

1. This Government, unlike its predecessors, quite accepts that pay
increases alone cannot cause inflation. The fundamentel cause is
excessive monetary growth, without which increases in particular
costs and prices cannot in the long run be reflected in a higher
general price level.  Hence our emphasis on monetary restraint.

2. Monetary discipline does not remove the need for sensible pay
settlements. When as now profit margins are squeezed, because
market conditions prevent higher costs being passed on, excessive
settlements will simply create more unemployment. Even if in some
cases higher labour costs can in the first instunce be passed on
in prices this will only delay and make more painful the process
of adjustment to lower inflation.

3. Through pay moderation industry can keep to a minimum the
transitional unemployment involved in the overdue adjustment to
lower inflation.

HNM Treasury
9 October 1980




TIMPACT OF SPENDING CUTS ON EMPLOYIENT AND THE CONSTRUCTION INDUSTRY

Backpground /Factual

(i) The Government has not provided figures for total jobs lost as a result

of public expenditure reductions because it does not accept that the employment
effrct of the reductions should be measured in that way. They are part of a policy
to create the conditions for resumed growth and a sustained expansion of
employment. Conversely failure to restain public sector borrowing, interest rates,
and inflation would worsen the longer term employment prospect.

(ii) The level of public sector demand is however of
special concern to the construction industry, because the public sector
commissions about 45% of all new construction work. After taking account of a
projected increase in construction expenditure by the nationalised industries
Cmnd 7841 showed that total public sector capital expenditure o'n construction was
expected to fall by some 3% in 1980-81 compared with 1979-80. The number of people
employed on construction has only fallen by about 2% from 1.325 million in

April 79 to 1.300 million in July 1980. However, total unemployment of those
registered as last working in the industry has increased by 37%_from about 163,000
in May 1979 to about 224,000 in August 1980. This compares / wétgrevious peak

of about 209,000 in November 1977. (All figures given above are seasonally
adjusted). The apparent discrepancy between the sizes of the reduction in
employment and the increase in mnemployment is in part to be explained by the
tendency for unskilled labourers to claim that they previously worked in the
construction industry when they register as unemployed, even if this is not the

case.

(iii) Tuie Government is of course committed to reducing unproductive employment

in the public sector. civil‘ Service manpower stood at 732,000 in May 1979;

it was down to about 700,000 on 1 July and the Government intend to bring the number
down to about 630,000 by April 1984. _. . Local authority manpower has fallen by
about 1.8% from about 2,110,000 full-time equivalents in June 1979 to about

2,075,000 in June of this year. No information later than last year's annual
figures is available for public corporation: employment in this sector has remained
broadly constant at about 2,060,000 between 1978 and 1979.




Defensive

General

(i)  There is no clear and precise link between changes in public expenditure
and changes in the overall level of unemployment. The experience of the
previous Government was that unemployment rose whether public spending was being
cut or being increased.

Construction

(ii) A third of the previous Labour Government's cuts in expenditure in 1977-78
fell on direct public expenditure on construction whereas on the same definition

only a quarter of our reductions for 1980-81 fall on construction expenditure.

(iii) Output in the economy as a whole is expected to fall in 1980. This is part
of the price we pay for squeezing inflation out of the system. Construction
must accept its share of this but it should not be affected much more severely

than other sectors of the economy.

(iv) We are committed to ®educing Civil Service manpower and hope for reductions
in local authority manpower. There is no point in keeping people in unproductive
work when their salaries are paid by taxing the productive sector of the

economy.
Positive

(i)  The public expenditure cuts are part of an overall economic strategy for the
medium. term toreduce inflation and strengthen the economy so as to get output
and employment in the private sector growing again. The progressive reduction

in public expenditure provided for in our plans will make it easier for-

us: to achieve lower taxation, lower government borrowing, and lower interest rates.

There is no other way to create the conditions in which the private sector can generate

employment.

(ii) In the mid-1970's around 50% of new work undertaken by the construction
industry was for the public sector; this proportion fell to below 45% in the last
couple of years. We welcome this trend. The Government is determined to reduce
the role of the state and so industry generally will need to look more to the

private sector and abroad rather than the public sector.




(iii) Reductions in civil service manpower should not only save money over the

part of our strategy for reducin%Government interference
Q

long-term but form
We want to reduce the financsul{\administrative burden

in the private sector.
on the private sector so that it is free to grow and create real jobs.

HM Treasury
9 October 1980




SECUDity
Background/Factual

The TUC's Annual Conference instructed the General Council

to mount a campaign against health "cuts". The Unions strongly
supported a Labour Party Conference resolution urging abolit
of pay beds, an increased s

restoration of free NHS treatment.

will cos
and community health
mily Practitioner Services (GPs, drugs
mand-determir
The local authorit

Services and it
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public expenditure (Cmnd 7841).

Planned gross spending on health allows for demog the
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increasing need of the elder

Posit

The! health pr

Despite the demards-on public resources,znd as proj
Government has held to the previous administration's
expenditure.

No new charges have been introduced.

Defensive

2. Prescription charges will be increased to £1 on 1 December.
This will still be only one third of the average prescription co
The range of exemptions- for the poor, needy and eld ¥ ha's' riot
been changed. Two-thirds of prescriptions are free.

3 Hezlth spending plans have not been cut. The Government honour
its pledge to meet the cost of the Clegg-awards Tor nurses,




bulancemen and ancillaries (offset by the proposals for

improvements in manning).
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H M Treasury
9 Qctober, 1980
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SOCTIAL SECURITY

Background

Expenditure on Social Security in 1980-21 is over £19 billion -

more than 25 per cent of total public expenditure. This expenditure
is demand-determined and not, therefore, cash limited.

Social Security benefits will be uprated from 24 November (two weeks
later than would have been the case under previous legislation).
Iong-term benefits will rise by 16.5 per cent, short-term benefits
by 5 per cent less - to 11.5 per cent. This lower rate recognises
that they are not now taxed. Child benefit will rise by 18.75 per
cent from £4.00 to £4.75.

The Government have issued a Green Paper proposing to give employers
‘responsibility for paying first eight weeks of sick pay.

Earnings related supplements are to be reduced from January 1981 and
abolished from January 1982.

Positive

— total expenditure on social security is still growing - by
about 2% per cent in real terms this year over 1979-80.

bensioners and other long-term beneficiaries have been fully
protected from the effects of inflation (latest year-on-year
RPI shows an increase of 16.3 per cent as against the uprating
of 16.5 per cent) ]

the Government has committed itself to uprating child benefit
each year, subject to econocmic and other circumstances, so
as .to maintain its real value. (See also Brief No 3.)

the Government has given special help in some areas, for
instance, mobility allowance will be increased by 21 per
cent to £14.5C and the Government has announced extra
expenditure of £100 million in helping the nsedy with their
fuel bills.

*NB  This point, while historically true, should not be exprcssed so us to
allow it to he interpreted as 3 pledge for the future,which, in
present public expenditure straits, would be unwise.




Defensive

the country can only pay for the benefits it can afford.
Social Security has increased by 50 per cent in real terms
in the last ten years; since 1971 the social security
programme has risen three times as fast as national income.
Some cut-back in planned expenditure on social security

is therefore inevitable when the Government is making
massive efforts to ensure a return to prosperity through a
reduction in public expenditure and the PSBR. E:'\ionetheless
the Government has ensured that certain groups have been
protected, namely the elderly, those on supplementary benefit,
on Family Income Supplement and lone parents

the reduction of 5 per cent in the uprating cf short-term
benefits recognises that these are benefits which should be
taxed, and which,it is intended,will be taxed from 1932 -

but which at present are not taxed. Taxation of short-term
benefits is a measure that successive Governments have wished
to introduce. Most long-term benefits are already taxable.
It will ensure a fairer balance between in-work and out-of-
work income. _[T_here is a commitment to restore the reduction
in invalidity benefit when this is brought into tax. For
unemployment and incapacity benefits - the others involved -
no decision has yet been taken. It will depend on
circumstances at the time.7/

Earnings Related Supplement — with the proposed introduction
of the Employers' Statutory Sick Pay Scheme from 1982 the

case for an ERS in respect of sickness benefit is substantially
diminished. As for unemployed, it is debatable whether ERS,
which only goes to a minority, has ever helped significantly
with constructive job search.

* Sge footnote on previous page




SOCTAL SECURITY: STRIKERS' PAY

Background

The Social Security (No 2) Act, 1980 provides, in Section 6, that
the Supplementary Benefit paid to the families of strikers will be
reduced by £12.00 a week from the assessed need. It also provides
that tax refunds will be taken into account in assessing supplementary
benefit for strikers' families — in other words, such refunds will
no longer be included in miscellaneous income, the first £4 of which
is disregarded when calculating supplementary benefit; strikers
will also be debarred from receiving urgent needs payments for hard-
ship, except in emergencies. It is also intended to bring
supplementary benefits' payments to strikers into tax at the same
time as unemployment benefit.

Positive
— supplementary benefit will not be wholly withdrawn from
strikers' families, but the measurs rests on the assumption
that strikers will have made some provision for family
support, either through strike pay or in some other way.

the measure meets justifiable disquiet about level of social
security benefits which strikers may claim on behalf of
their families.

Defensive

— the measure is not an attack on unions but is designed to
encourage strikers to make adequate provision for themselves
and their families before going on strike. £12.00 1is a
Treasonable amount to assume that the striker can provide for
his family from his own resources (it is intended to
increase this sum in line with pensions upratings). The
Teduction of £12.00 will be matched by a corresponding
disregard, for Supplementary Benefit purposes, of the first
£12.00 of strike pay. Also disregarded, as at present, will




be first &4.00 of wives' pay and a part of strikers' own
part-time earnings (now £2.00, from November £4.00).

it is probably only since 1966, when discretion was replaced
by a legal entitlement to supplementary benefit, that

it has been regarded as acceptable and proper for those
on strike to have recourse to supplementary benefit.

Supplementary Benefit is often not the principkﬂ_means of
support - wives' earnings, savings and the postponement of
payments of debts constitute the way most strikers get by
during a strike.




COST OF TUC EXPENDITURE AND VAT PROPOSALS

The total cost of the TUC's proposals for increasad public expenditure and a
reduction in VAT to its previous levels is about £163 billion in 1980-81

prices.

The TUC's 1980 Economic Review, published in February, contained various

proposals for further public expenditure. Many of their demands were that

cuts in expenditure be rescinded so it is safe to assume that the TUC are demanding
at the very least the level of expenditure for 1980-81 provided for in the previous
Government's plansof January 1979 (Cmnd 7439) " this would cost some £5 billion

in 19580-81 prices.

The following are the major quantifiable proposals in the Economic Review which

are not included in the cost of returning to the previous Government's plans
£ million (1980-81 prices)

New £1 billion annual lending facility approx 500
Jjointly funded and underwritten by

the financial institutions and

the Government.

State Retirement Pensions equal

to one third average earnings

for single person and one half
average earnings for married couples.

Inclusion o‘{ the Aunemployc-d in
entitlement;long-term supplementary
benefit rates.

Aligning child benefits to level 580
of child support available for

claimants of short term National

Insurance benefits.

Total 7,745 .

In their paper for the May meeting of the NEDC the TUC urged the reversal of a
number of policy decisions which had increased the RPI. By far the costliest

of these proposals, as well as the easiest to quantify, was that the increase in




as a result of increasing

VAT be reversed The additional revenue in 1980-81
in VAT from 8%/123% to a unified rate of 15% is put at about 4% billion.

The total cost of these proposals is about £164 billior, in 1980-81 prices.

This is equivalent to about 20 pence on the standard rate of income tax.

HM Treasury

9 October 1980




Public procurcment
Background

1. Purchasing by public bodies (including government departments,
nationalised industries and local authorities) constitutes a
substantial proportion of GDP; and is estimated at around £20
billion in 1978/79.  Concern has been expressed by industry and

NEDO that, on occasion, public bodies have not given their suppliers
the same degree of support as their competitors in other countries
receive. As a result, some contracts may well have gone abroad
unnecessarily and reduced the opportunities for British companies

to develop a secure home market base on which to build up their
capability for competing in overseas markets.

2. E Committee agreed earlier this year that purchasing departments
should place greater weight than hitherto on ways in which they can
help British industry to become more efficient and competitive.
Although the Government does not exercise direct control over the
purchasing policies of local authorities or nationalised industries,

they are also being asked to co-operate,

3. A particular case the TUC delegation may wish to raise under
this head is the computerisation of PAYE. When E Committee
considered this matter in August it decided to refer it back for
further study. The TUC may well urge that the contract should be
awarded to ICL before January when new international obligations
on non-discrimination take erffect and in consequence changes will

be necessary to the current ICL preference policy.

Positive

a) A very high proportion of public procurement has consistently
been reported as going to UK suppliers.

b) Assistance for industry through public purchasing

The Government recognises that public purchasing can be used to
help industry improve its efficiency and competitiveness. It is
accordingly taking action to impress on public purchasers that

in planning their requirements and in placing contracts they should
give full consideration to industry's needs, especially in export




markets and the development of new products particularly
in the field of advanced technology. Industry must respond
by producing the goods required competitively.

c) The Secretary of State for Industry and NEDO presented papers
to the NEDC in July on how public purchasas might make more
enlightened use of their ability to develop British industry.
This initiative was welcomed by all sides and further reference
to the need for progress on this front was made at the TUC

in Brighton.

Defensive

a) "Buy British" policy

The Government is anxious that public purchasers should buy
British wherever possible. However, an indiscriminate "Buy
British" policy would be contrary to our international obligations
and both damaging in the longer term to industry and unfair to

the taxpayer where it merely propped up the inefficient.

b) Computerisation of PAYE
The Inland Revenue are urgently considering the practicability

and desirability of proceceding with the computerisation of PAYE
in some less complex way than the proposals originally put
forward. The Government will then decide whether the project
should go ahecad on a revised basis, and the appropriate form

of tender. The decision to initiate the study does not reflect
doubts about the capabilities of ICL, but concern over the
complexity of the original proposals.

The Govermment recognises the importance of maximum feasible
involvement of UK companies, and of ensuring a high UK content
in the system.

HM Treasury
8 October 1980




PRIME MINISTER'S MEETING WITH THE TUC : TUESDAY 14 OCTOBER 1980

IMPORT CONTROLS

DEFENSIVE SPIAT

More general resort to import controls would be inconsistent with our interest

as a major trading nation, exporting some third of our GNP, and would be incon-

sistent with our internaticnal obligations in the GATT and the EEC. We are however

ready to coneider requests for action, through the BIC, against unfair trading or

in cases where sudden surges of imports cause injury to domestic industry.

BACKGROUND

The current decline in industrial output, coupled with increasing levels of
import penetration, has increased the pressure for import controls from many
quarters.

The key factor here has been the relatively low growth of productivity in some
UK manufacturing sectors compared with that in competitor countries, resulting
in uncompetitive product prices made worse by a high rate of inflation. Import
controls would treat the symptom rather than the disease, and they would do so
in a way which would be likely to make the situation worse. Widespread controls
would be bound to create distortions and bottlenecks in the economy which would
reduce efficiency. They would encourage rising prices, thereby fuelling infla-
tion and restricting consumer choice. The removal of the spur of competition
would encourage complacency, and shelter the inefficient rather than lead to the
modernisation and re-equipment required for improved competitiveness. To the
extent that current performance is due to the high value of the pound, import
controls by themeeves would, if effective, drive the pound even higher and make
life yet more difficult for our exporters.

Public attention is concentrated on the level of imports but neglects the fact
that a third of our manufacturing output goes into exports, and millions of jobs
depend on our maintaining access to and competitiveness in overseas markets. We

SoEh & eester pronorbion AT oW O Han ko saif conioRsdaR e RS e R
Al though we are importing more, we are also exporting more each year, and our
share of world trade over the last 6 or 7 years has been constant at about 9 per
cent despite increasing competition. We are therefore particularly vulnerable

to retaliation which could be expected to inflict damage on various industries
other than those protected by import controls. We have therefore to be especially
careful about setting an example in flouting trade obligations.




The Government does, of course, remain ready to consider requests for action

when an individual sector is seriously disrupted by imports. Temporary action
can be taken, consistent with our international obligations and with Community
agreement, if it is believed that such industries face virtual extinction unless
provided with a breathing space to adjust to market conditions. But such action
is rare. Industries in trouble should therefore be encouraged to help themselves.

Where possible they should seek to negotiate industry to industry arrangements
with the exporting countries; there are a number in operation (in respect of
motor cars and consumer electronics with Japan, and footwear with South Korea) .
Various forms of restraint operate against imports into the UK in the areas of:
clothing and textiles; synthetic textiles; consumer electronics; footwear; steel;

and cars.

Department of Trade
7 October 1980




D14

IMPORT PENETRATION: TUC PROPOSALS FOR MONITORING AND TASK FORCES

Background

The TUC have advocated closer monitoring by EDCs/SWPs of import
penetration in individual industries, and the creation of

task forces in badly affected industries to visit companies and
encourage them to increase their efforts to combat imports. This

idea represents a more positive approach to the problem than the

TUC's parallel proposal of import controls to protect '"core industries®.

Defensive speaking note

The NEDC has commended this approach to EDCs/SWPs as a constructive
response to import penetration. I hope gogmittees are acting on the
suggestion where appropriate, but theyzfof course voluntary bodies and

cannot be instructed to do this.

HM Treasury
8 October 1980




FRIME MINISTER'S MEETING WITH THE TUC:
14 OCTUBLR 1980

DEFENSIVE SPEAKING NOTES

Regional Industrial Policy

The changes in regional industrial policy will help to
reduce public expenditure and intervention in industry
so that we can create, once current pressures ease, 2
climate in which enterprise and skills are rewarded and
industry thereby encouraged to expand.

The Government is operating a more selective, and thus
more effective, regional industrial policy than before.
The maximum help will now go to those areas with the
greatest problems of unemployment and structural
weakness in their economies. The coverage of the
Assisted Areas is being reduced in stages from 44%

the working population as at present to around 25%
August 1982.

Repional Employment Expansion Premium (if advocated by TUC)

A variant of this, the Regional Employment Fremium, was
introduced in 1967. It proved disappointing and was
withdrawn by the previous Government.

Department of Industry
RPDG 1

2 October 1980




D1b

ASSISTANCE UNDER SECTIONS 7 AND 8 OF THE INDUSTRY
ACT 1972

BACKGROUND.

The Government's responsibility to industry is to establish
a climate in which enterprise and risk taking can flourish.
A first prioriﬁy is to bring down the rate of inflation and
the policies being pursued in order to reach this objective
may take some time to be effective. Recognising that the
current Ivel of profitability in manufacturing industry is
very low, which, in turn, has a limiting effect on the scope
for research, development and investment, some assistance

to industry is still being provided, but at a lower level

and on a more selective basis than hitherto.

2. Government policy to industry was set out by the Secretar;
of State for Industry on 17 July 1979 following a major
review. As a result regional selective financial assistance
under Section 7 of the Industry Act 1972, will only be provid

where it is necessary for the project to go ahead.

3. Financial éssistance under Section 8 of the Act (which
applies throughout the country) continues to be available on
a very selective basis. Eligible projects are those which are
internationally mobile and those which lead to substantial
improvements in performance or to the introduction of new
products and processes. A key requirement is that the projech

must benefit net UK output or introduce a significant degree
of innovation. MNssitane = o okl to  proeeds Wl
wedde  mot eMauthe g0 abads wa plened




4. TFor bobth Sections 7 and 8 the level of assistance is the

minimum necessary to secure the project.

POSITIVE POTHTS TO MAKE

5. NATIONAL AND REGIONAL SELECTIVE ASSISTANCE
(i) Selective financial assistance continues to be available .
albeit on a more selective basis, to projects which meet
the necessary criteria. Regional selective assistance is
now only given where it is necessary for the project to go
ahead in the form proposed. Previously, many projects were
assisted even though they were sound industrial investments

which would have gone ahead with or without Government help.

(ii) Support is concentrated, for both Sections 7 and 8,
for those projects which lead to very substantial improve-
ments in performance, particularly productivity, or which

result in the introduction of new processes and products.

REGIONAL ASSISTANCE ONLY
(iii) Regional selective assistance provides a range of

incentives which reflects the needs of investors. We have

extended the exchange risk cover scheme on European loans

to the eénd of 1981. We have introduced an in-plant training
scheme which provides a valuable inducement, especially for
major projects involving new technology which provide the

sort of high quality productive jobs we are looking for.

DEFENSIVE TCINTS

(i) Sections 7 and 8 should be used to helv compnanies

throuph the recession.

Selective financial assistance is provided to specific

g




projects for specific purposes (ie. to develop new products)
and not to help compani continue routine operations.
liowever, it may provide just the right inducement; for
example il may persuade a company to embark on new invest-
ment: which, whilst being sound economic sense, it was

postponing because of the effects of the recession.

(ii) New criteria are too strict

One ohjective is to concentrate assistance on those projects
for which it is really necessary.

/[For Section 7 only - a recent review found no evidence

that viable projects for which assistance was rejected

under the new criteria had not gone ahead./

(iii) Any detailed point on Sections 7 or 8 criteria

or cases

That sort of information can be obtained from Department
of Industry Regional Offices, the Welsh Office Industry

Department or the Scottish Economic Planning Department.

B
major redun—
dancies

(iv) What is the use of Section 7 g in areas hit by
)

Section 7 doesn't have any effec

The range of Section 7 incentives is available to encourage
new projects to come forward in closure areas within the
Assisted Areas, in addition to Regional Development Grants
in SDAs and DAs. In steel and coal closure areas, the
European Coal and Steel Community provides loans at con-
cessionary infterest rates to projects which employ redundant

workers from those industries.

=,




(v) Mhat sbont specially hard-hit apeas eg. Consetit?

We shall make maximum possible use of regional selective
assistance, as well as other Government incentives to
industry available in Special Development Areas, to attract
worthwhile projects to Consett. Regional selective assis—
tance in the forms of grants and exchange risk cover on
loans frnmqthc Europgan Coal and Steel Community has helped

to attractlprojeccs to Corby since it became a Development

ovar
Area last December; these projects involved investment of(

ooy
£\ million and hz=suz:t teco jobs. We hope to achieve

comparable results in Consett.

Department of Industry
7 October 1980




' INDUSTRIAL STRATEGY': ROLE OF NEDC

Background information

At their recent Annual Congress, the TUC passed a motion
advocating an Industrial Strategy through the NEDC to improve
industrial performance and job prospects. The TUC strongly
supported the previous Government's tripartite Industrial
Strategy particularly in its emphasis on:

asking tripartite NEDO committees to study
and draw up plans for improving performance
in some key manufacturing sectors;

using this framework to develop the Government's
policies on financial assistance to industry,
towards the NEB and on planning agreements.

present
The/Government decided to build on the N?Rg rather_ than

cordinply
Eh%hNL C_has had a
series of macro-economic dlscu551ons[sxxagxxheyﬂnxxzxmenﬁytﬁak

, in addition to its normal diet of industrial and

establishing a separate economic forumé

micro-economic discussions.
ive points to make

The Government attaches great importance to the NEDC as a

major forum for discussion between itself and the TUC, the

CBI znd other important interest groups on economic problems

and priorities and about ways of improving industrial performance.

I myself took the chair at the NEDC last January and hope to
do so again next /February/.

It also values the work of the EDCs and SWPs. All the committees
are working to a Steering Brief, drawn up by a tripartite

Staff Group, which asks them to give high priority to securing
action on changes they agree to be needed to improve the
efficiency of companiss in attracting, serving and retaining
customers.




Defensive points

In the Government's view the TUC places an unjustified

faith in the ability of Governments to improve industrial
performance; and certainly it is not for the Government to
'pick winners' by devising strategies for particular sectors.

Jobs are created when customers are supplied with goods
and services they want to buy. What the Government can do
and is doing is to create conditions which encourage the
satisfaction of customers at rising levels of productivity.

The success of the Government's policy of giving priority to
the control of inflation and creating a climate favourable to
enterprise is central to the long term interests of industry.

Of course, the Government maintains contact with individual
firms; but we do not see a place for planning agreements., The
idea proved a dismal failure under the last government, when
only one planning agreement with a private sector company was

ever completed.

Department ot Industry
7 October 1920




EUROPEAN INDUSTRIAL POLICY - The Scope for Initiatives to Assist Industries
in Crisis

Speaking Note

1 VWe judge Community initiatives in the field of industrial policy with

th:‘:gr congru ence with HMG's policy objectives.

2 There are no specific provisions in the Treaty of Rome which govern
Community Industrial policy and no evidence of a Community desire for a cohesive

and all embracing industrial policy.

3  However, the existence of simi{ar problems facing certain sectors of
industry throughout the Community (eg steel and shipbuilding) has led to 2
willingness among Member States to find common solutions. It is sensible that in
such cases Member States seek not exacerbate problems by pulling against each
other. The key to such solutions lies in Member States having common problems.
Thepe s only limited prospect of action where a Community wide crisis does not

exist.

L e support the Commission's initiative aimed at producing a co-ordinated
Community strategy to the new technology created by the convergence of

telecommunications and computerised information systems. We hope this will
enable European industry to compalieffectively against competition in the

US and Japan.




EUROPEAN INDUSTRIAL POLICY - The Scope for Initiatives to Assist Industries
in Crisis

Background

There are no specific provisions in the Treaty of Rome for a Community
industrial policy. Rather the Treaty concentrates on provisions designed to
promote free and fair competition between enterprises in Member States.

Such emphasic reflects the different economic circumstances prevailing in the
last 1950's and the differing industrial philosophies of the Member States.
These differing industrial and economic philosophies continue. Sp long as
they do,a Community wide strategy for industry cannot ‘be achieved.

However the existence of similar problems facing certain sectors of industry
throughout the Community has led to a willingness among Member States to seek
common s:lutions. For example,the agreement reached on a regime for trade in
steel and for aids to both steel and shipbwilding. It is clearly sensible that
in sectors in difficulties Member States should work together and not exarcer-
bate problems by pulling against each other.

Thus Community industrial policy is very much linked to the cris\s situation
faced by individual industrial sectors. These crisis situations must be common
to Member States as a whole. If they are not, Member States are reluctant to
give up their own freedom of manoeuvre for the sake of, pernaps,only a few of
their partners.

At the other end of the spectrum, high technology, the Commission have taken

an initiative aimed at producing a co-ordinated Community strategy and the
challenge of the new technology created by the convergence of telecommunications
and computerised infcgmation systems (known as telematics). Ve support the
initiative which if brought to fruition should enable Community industry to
compete more effectively against competition in Japan and the Us.

The annex to thic note deals with the funds .available for industry and
employment from the Zuropean Regional Development Fund and from the European
Social Fund.

Departmentof Industry
6 October 1980




EUROFEAN REGIONAL DEVELO!

Speaking lote

The European Regional Development Fund is one of the more
important Community structural instruments, and one from
which we get a substantial net benefit. 95% of Fund
resources are allocated according to national quotas;

at 27/ ours is the second largest after Italy's

The fund can aid industrial and infrastructure progjects.
In the case of the former these have to already be
receiving national regional aids. Fund aid would
therefore not act as an incentive to companies so it is
retained by the Government as partial repayment of the
national aid. This allows the Government to make
available a higher level of regional aids than would
otherwise be the case. The benefits of the Fund can
therefore be spread more widely.

On the infrastructure side the money is passed on to
local authorities and other bodies concerned and used to
reduce the cost to them of carrying out their projects
(for instance by reducing the amount they have to borrow).
Because of the need teo contain public expenditure they
cannot use the money for additional expenditure.

Since the inception of the Fund in 1975 some £558 million
has been allocated to the United Xingdom. Of this,
£163 million was allocated last year.

6 October 198C




Annex
(continued)

EUROPEAN SOCIAL FUND

The European Social Fund is essentially an employment fund, providing
assistance for schemes for the training, re-training and resettlement

of unemployed workers.

In 1979, the UK was allocated £130 million from the Fund (25.4% of
the budget), of which £66 million was for schemes for young people
and £50 million was for training for the unemployed in areas of

high unemployment. This year we are likely to be allocated about

the same amount in money terms.

The TUC's recent proposals on Special Employment Measures included
a reference to the possibility of their proposals attracting Social
Fund assistance. Certain of their proposals would indeed attract

assistance, but the amount of aid would vary between schemes and

additional domestic public expenditure would be a necessary pre-requisite.




PRIME MINSTER'S MEETING WITH THE TUC : TUESDAY 14 OCTOBER 1980

NEVW TECHNOLOGY : GOVERNMENT SUPPORT

Background Note

The TUC Congress called for controls on the introduction of new technologies
and sufficient funds to develop them.

2 The Department of Employment has provided a separate brief about the
employment implications of new technology.

Speaking Note

We must make the most of the opportunities offered by new technologies.
Primarily this depends on companies being willing and able to respond to
change quickly enough. The last thing we can afford to do is to try to slow
this process down. The Government's job is to create an economic climate in
which industry can confidently tale risks and invest in the research and
development (R&D) needed to exploit the new technologies.

But while the main initiative must lie with industry there is a case for the
taxpayer to give scme support to industry, especially for basic long term

R&D. This is done through the Department of Industry's RXD Requirements
Boards. In addition this Government, as the last one, is encouraging
companies to be more aware of new and under exploited technologies. Particular
assistance ie given to microelectronics through the Microprocessor Application
Project and the Microelectronics Industry Support Programme®; more generally
the development and launching of new products and processes is supported
through the Product and Process Development Scheme.

Department of Industry
Ice
October 1980

*Footnote. The allocation for this 5 year scheme was reduced by the present
Government from £70 million to £55 million.




HEETING BETVEEN PRIME MINISTER AND TUC

SPECTAL EMPLOYIMINT MEASURES

THE TUC PROPOSALS

1. The TUC wrote to the Secretary of State for Employment cn 7 August 1980
outlining proposals for the expansion of the Special Employment Measures in
view of the rapid increase in unemployment. TUC estimated the cost of the
propusals at £450m net of savings in social security benefits and flowbacks to
the Exchequer so the gross cost mist be approximately £1 billion., The
proposals include:

an increasé in the size of the Youth Opportunities Programme (YOP)
together with a crash programme of apprenticeship training avards

provision of more temporary employment and training opportunities

increase in the periods of statutory notice and consultation periods

on redundancies
a counter redundancy training scheme

payment of compensation For 12 months under the Temporary Short Time
Working Compensation Schene

a nev employment and training subsidy payable for additional workers

recruited and being trained
a reduction in the age of eligibility under the Job Release Scheme to
60 for men and 55 for women (currently 60 for disabled men, G4 for non-

disabled men and 59 for women).

THE SPECIAL EMPLOYMENT MEASURES
2. At present the special employment measures comprise:

a. YOP provides work experience and preparation for unemployed young pecple

b. Special Temporary Smplojment Programe (STEP) provides long term unemployed
people with temporary tmployment on projects which benefit the commnity




©. Tewporary Short-Tiume Working Compensation Scheme encourages employers to
adopt short-time worldng instead of redundancies, and

d. Job Release Scheme enables employeces app: hing statutory pensionable age
to make way for unemployed people in return for a weekly allowance.

At the end of August 1980 DE estimated that some 219,000 people were being xept
off the unemployed register as a vesult of the special peasures.

'
LIOE TO0 TAKE
3. Both the present and the previous Government have carried out an anmal
review of the special employment measures to decide the shape and scale of the
programe for the forthcoming financial year. At the last review the Government
recognised the value of the special employment measures when it decided to
maintain the overall impact of the measurcs for this financial year.- At the same

time the Government agreed to expand YOP by 20%. The anmual review of the measures

is now taldng place but no decisions have been reached as yete

[ COFIDINTTAL ~ The TUC members of MSC, lMr Graham and Mr Keys, know that MSC have
recommended to the Secretary of State expansions of YOP and STEP. The MSC
proposals have to be presented to the Select Committee on Employment and will be
published in due coursc.

The Secretary of State will take account of MSC views when he submits to colleagues
shortly his proposals for the future of the special employment neasu.re§7.

Department of Employment
7 October 190




TRATNING PROPOSALS

(i) " nout-look on Training — Review of the Emoloyment and Training Act 19737

The report on the review of the Employment and Training Act 1973 commissioned by
the Manpower Service Commission was published on 31 July. The report reconmends
tho continuation of the existing institutional structure. The MSC would review the
coverage of industrial training boards to see whether any change in the nuaber is
desirable., _The Bxchequer would cease to pay the boards! operating costs and the
requirement that thers should be an affirmative resolution in.Parliament for a levy
of over 1 per cent should be removed, Firms would no longer be able %o clain
auntomatic exemption from levy on the ground that they had trainir‘\g arrangements
adequate for their own needs. MSC financial support would continue for key skills
training. The report also recommends that public training policy should concentrate
onz— :
(a) ensuring that there is an offective treining contribution to the profitzble
oxploitation of new technology, inoreased productivity and faster

economic growthj
(b) extending vocational preparation for young people;

(c) increasing opportunities for adults to enter skilled occupations

or update their skills;

(a) introducing efficient training methods and ensuring app’mprlate standards

are et and attained.

The TUC representatives on the Review Body were Frank Chepole (=2TPU) , Ken Gill
(AVER — TASS) wnd John Monks (of TUC staff). They supportad all the recomnendations
- of the Review Body., The MNSC has invited comments on the report by 20 October.

It is likely *hat the TUC will strongly support the report's recommendations.

The Commissiorn itself will consider the Report on 30 October and then present its

considored views to the Secretary of State for Employment.

The Secretary of State has wolcomad the Report as a basis for public debate about ™

the futura of industrial training policy.




(i1) official working group on industrial training .

4n interdeparimental working group of officials has been considering the options
for future industrial training policy, The Secretary of State will be circulating
their report to 'E' Committeo for consideration on 16 October. His paper should

thersfors be available before the meeting with tha TUC representatives.

(3ii) MSC's proposal for a new "training initiative"

At its meeting on 22 July, the MSC considered a possible new training initiative
focusing on vocational preporation for 16-17 year olds, reform of the apprenticeship
gystenm and training opportunities for adults. Detesiled proposals will ba considerad.
by the Commission in conjunction with the report on the Employment and Training

Act at the end of the month.

Department of Employmernt
7 October 1980




REDUCTIONS IN HOURS/WORK-SHARING

1 In this country the length of the working week, arrangements for holidays
and other matters affecting working time are not, apart from some few minor
exceptions, prescribed by Government but left to negotiations between managements
and workers in each firm and industry. The Government does not propose to
intervene in such matters and it was glad when the Buropean Council in December
1979 broadly agreed that decisions about working time should be made in
accordance with the normal practice in each country.

2 At the same time, there is a strong movement both in this country and
elsevhere, and to some extent supported by the Buropean Commission, towards
reductions in working time. The Government has no wish to condemn this movement,
nor does it regard existing arrangements as sacrosanct., If reductions in working
time ave regarded as improvements in working conditions, the Government is

prepared to recognise them as legitimate objectives.

3 The Government however notes “hat it has never been suggested in this

country that reductions in hours should be accompanied by reductions in wages.
Inevitably therefore they will push up unit labour costs unless they axre
compersated by comensurate gains in productivity. The Government's wview is
that any reductions in working time must be viewed as part and parcel of the
whole package of increases in remmeration, and must be viewed as part of a pay
deal. Their effect on employment must be judged by their effects on
competitivity. If unit labour costyin Britain go up beyond those of our
industrial competitors, we shall lose out in competitivity, employment will £zl
and jobs be lost. .

L Ve recognise that in the past year or so there has been pressure for
reductions in working time end that many such reductions have been achieved.

Ve recognise the right of workers to press both for reduced hours and for pay
increases; what we 2lso recognise and want menagement and workers to recognise
is that they will push up unemployment if our unit labour costs rise out of line

with those of our competiters.

WORK- SHARTNG AND UNEMPLOYIUENT
5 Work-sharing is a vegue term. If it means reductions in working time
wvithout compensating reductions in pay, all the studies that haye been made by

Government confirm the view expressed over buo years 280 that, in the short term,




such cuts would be compensated by overtime or increased productivity; and that
in the longer term there might be dangers from a deline in industrial

competitivity. The Government has accepted the view of the European Council

that some help to employment could be achieved by reductions in systematic
overtime working except, of course, to the extent that this was unnecessary.
We are continuing, together with our European partners, to explore the
possibilities of various kinds of measures connected with work-sharing but
it will, I think, be agreed generally that they do not offer much scope for

increases in jobs.

6. The Temporary Short-Time Working Compensation Scheme is a practical
form of worksharing. It helps to keep in employment people for whom
full-time jobs are temporarily not available. The latest (September) figure
for the people covered was 154,100.

Department of Employment
7 October 1980




THE TRUE LEVELS OF UNEMPLOYMENT AND VACANCIES

Unemployment

1. It is sometimes alleged that the unemployment count under-estimates the true
volume of unemployment. This was discussed fully in the DE Gazette in May 1980.
Certainly there are some omissions eg people wio would like a job but do not
register at employment offices - perhaps a little over 300,000 - most of them
women seeking part-time work only. Some categories of sick and disabled are
also excluded. However the official count undoubtedly includes some registrants
who, for various reasons are not very keen on taking up employment (eg fraudulent
claimants and some of tke 90-100,000 occupational pensioners). [E_\ﬂler details
are attache_d].

2. The present level of unemployment is high but comparisons with the worst

years of the Thirties are inappropriate. Large parts of the employee
population in those days were not covered by insurance benefit schemes and
unemployed people in many occupations would not have tried to get a job
through Employment Exchanges. The present figures have a much wider coverage
than the figures in the Thirties.

Vacancies

3. At present it is calculated that about a third of all available vacancies
are notified to employment offices, although the proportion varies for
different occupations and for different parts of the country. When one
considers the alternative methods of recruitment - for example, the local
applicant recommended by one of a firm's workers - this is not a bad

proportion.

b, Ve’sae no point in mzking the notification of vacancies compulsory.
Compulsory notification has been tried in the past and, except in wartime,
resulted in considerable evasion. As far as the MSC are concerned, they
would prefer to attract employers by the good service they offer rather than

by compulsion.

5. Nor would we be justified in asking the MSC to establish priosities for
particular groups of people in submission to vacancies. We are already taking

steps to ensure that registrants with particular handicaps receive special




attention - the disabled, the long term unemployed and so on. But the MSC v.s‘
be best able to help such people if employers are confident that the most

suitable applicants will be submitted.

6. There has undcubtedly been a decline in available job opportunities - though
the number of new vacancies notified has not been falling as fast as the

monthly count of outstanding vacancies. With more registrants to place vacancies
do not remain unfilled for long; and employers with plenty of job seekers

on their door steps do not need to notifiy vacancies.

Department of Emp}oymcvlt
7 October 1950




THE UNEMPLOYED REGISTER
THE MONTHLY COUNT

The wmonthly unemployment figures are a count of the unemployod people registered at
a local employment office or a careers office as "secking employmwent! and who are
accepted by the staff of the locel office as being capable of and available for worke

NOT INCLUDZD
Categories not included in the published totals are:

fe Temporarily stopped: people suspended by their employers on the understanding
that they will shortly resume work and who are registered to claim benefit.
(15,000 in UK in September)

Adult students: registered for vacation employment (150,000 in UK in September).

Severely disabled people registered as unemployed who are unlikely to cbtain
employment except in sheltered conditions (12,000 in GB in August).

Non—claimants seskins part—time work; people who are not claiming benefit and who
aro cecking work for 30 or fewer hours a week (40,000 in UK in September).

Unemployved sick: registered unemployed peopls who fall sick and ewitch to
sickness benefit for more than a few daye. (An estimated 50,000 people out of
work end sick, including the unregistered).

Unregistered unemoloved: people who are genuinely seeking work but are not
Tegistered with the public employment services. (About 300,000, mostly Women) .

Discourazed workers: jobseskers who have been discouraged by labour market
conditions from entering or re—entering the labour market. (Number not known).

. SUGGESTED EXCLUSIONS
Some catezories which have been sugzested for exclusion from the unemployment count are:

e Unemplovables: people on the register who may be considered to be unemployable or
virtually so by reason of physical or mental condition. There is no firm
evidence, but subjectivas assessments showed that in both 1973 and 1976, two widely
differing pointe in the economic cycle, about 135,000 unemployed men had poor
prospects caused mainly by ege, physical or mental condition. Q)

Occupation pensioners: come of these will be retired with sizeable occupational
pensions others will still be looking for work and it would be hard to justify
excluding the whole category. (An estimated 9060 thousand on the register
aged 55-64).

Frictional unemployment : “aken to cover people briefly unemployed as they move
between jobs. Some commentatas use the number on the register whose current
epell of unemploymeni hes lested less than 4 weeks. As a proxy for frictional
uncmployment (about 300,000 in UK in September. The number varies according to
the time of year because of the influx of summer school leavers).

People siminz freudulently. In the year to February 1980 about 25,000 freud cases
were identifieds A considsrable numbsr of fraudulent claims remain undetected,
although the amounts of money involved are believed to be small.

Voluntarily unemploved : pesople not really interested in finding work. (Na
estirates available).




6. Narried women About 250,000 in UK in Auguet although not all of these
would have a husband woarking.

OFFICTAL VIEW

Whatever may be the reservations about how accurately, at the margin, the published
totals represent the true net position, the successive unemployment counte
are thought to be a reasonable indication of the movements in iotal unemployment

over time.




BMPLOYMENT EFFECTS OF NEW TECHNOLOGY

Effects on jobs

1. New technology will not of itself bring dramatic job losses across the
economy as a vholej losses in scme sectors will be balanced by gains in others.
This is now accepted by informed opinion internationally end in the UK,
including CBI and TUC. The analysis of the TUC report "Employment and
Technology" is thoughtful and accurate. We all agree that we have no choice

but to preserve our technological competitiveness internationally.

Government nrogrammes to ease transiti

2. Tnere will be mismatch between job opportunities lost (mainly unskilled,
affecting particularly women and young people) and demand for skilled and
qualified labour created by technological change. While training and
retraining are mainly the responsibility of industry, the MSC provides over

6,000 training places a year in new technology occupations; some of its
programmes (such as the "Threshold" scheme for training computer programmers)

are particularly aimed at the young and unqualified.

Department of Employment
7 October 1980




PRIME MINISTER'S MEETING WITH THE TUC
TUESDAY 14 OCTOBER 1980

OMMUNICATIONS MONOFOLY
BACKGROUND NOTE

On 21 July the Secretary of State for Industry announced to
the House the Government's plans for relaxing certain parts

of the British Telecommunications (BT) present monopoly.
Under these plans BT will remain responsible for the main
network; for commissioning most types of equipment; and

for maintaining private exchanges. But competition will be
introduced in the supply of subscriber equipment and in the
use of BT's circuits for specialised services to third parties
not already offered by BT (the commissioning of an independent
economic assessment of complete freedom of use of these
circuits was recently announced). In addition, we are
examining whether the private sector should be allowed to
provide alternative transmission services, such as satellite
business systems.

2. Two unions are most affected. The Post Office
Enzineering Union has threatened industrial action in defence
of the present monopoly. The Dlectrical, Electronic, Tele-
communications and Flumbing Union, which represents employees
of the telecommunications equipment manufacturers, sees
advantages in the Government's proposals but fears that foreign
firms will get most of the new business.

POINTS TO MAKE

Bie We must exploit the new Information Technologies (@) Eto
the full if British industry is to improve its international
competitiveness. Otherwise a great opportunity will be lost
and jobs put at risk. As telecommunications is a fundamental
component of 11 we need an efficient and responsive
telecommunications service. The Government's proposals are
designed to achieve this and we hope that the unions will give
positive help in doing sSo.

4. The proposals include safeguards for UK suppliers. The
new regime will be phased over about three years, But the
Government will be approacning other countries with a view to
achieving rsciprocal “rading opportunities.

5. Government's proposals should not put jobs at risk although
of course new skills may have to be learnt. On the contrary,

/ the changes




res should create more business, and hence more jobs,

ithin BT and outside, including both manufacturing
and service industries.

JOINT VENTUKES

6. The Government will welcome the participation of

joint ventures with The expanding field offers ample
opportunity for this kind of private investment through
whicli an overall increase in telecommunications investment is
expected.

FROFIT SKIMIING

75 The Government is aware of the danger hnere. The
extent of further liberalisation of the use of the network
will depend on the outcome of an independent study that has
been commissioned.

Department of Industry
T

7 October 1980




PRIME MINISTER'S MEETING WITH TUC:
TUESDAY 14 OCTOBER 1980

THE POST OFFICE (postal side)

There is a separate brief on British Telecommunications.

2. This brief covers the two issues likely to be raised:
privatisation of Crown Fost Office counters; and the
liberalisation of the postal monopoly. In addition it
discusses restrictive labour practices in the Post Office.

FRIVATISATION

Confidential Backeground Note

235 Mr Tom Jackson (Union of Communications Workers) has
inadvertently learnt (but has not yet made public) of
Ministers' plans to take powers to set up subsidiaries in
the (new) Fost Office and to dispose of them. Hinisters
believe Girobank and Crown Post Office Counters are leading
candidates for privatisation. Sub post offices are already
in private hands. Mr Jackson is to see the Minister of
State for Industry (Mr Butler) on the morning of Tvesday

14 October to discuss the situation.

Line to take (only if raised)

4, The Minister of State for Industry will have explained
this morning to Mr Tom Jackson the Government's position on
possible privatisation of parts of the new Post Office. Any
decisions in this field would, of course, be taken only after
careful consideration and full consultation.

POSTAL MONOPOLY Speaking lNote

5. The recent announcement by the Secretary of State to
amend the scope of the Post Office's mounopoly for the coverage
of letters is designed to improve the service to the customer.

RESTRICTIVE LABOUR FPRACTICES

Backeround Note

Since the report of the Monopolies and lMergers Commission
i r London lstter Fost, the FPost Office has made

quite a ; of progress in reaching productivity agrseneunts
with the Union of Communications Workers. As Tom Jackson has
had to struggle against the more militant sections of his own

/ union




union to get the agreements adopted, he should not be
pilloried personally for the fact that some restrictive
labour practices still remain. Nor is the main reason
for the possible privatisation of Girobank or the FPost
Office Counters to impose efficiency. The proposed
relaxation of the postal monopoly is however a different
matter and this may be quoted as an example of the kind
of action the Government is prepared to take if
nationalised industries do not provide a satisfactory
service to their customers.

Department of Industry
ICB/FT

7 October 1980




PRIME MINISTER'S MEETING WITH THE TUC: TUESDAY 14 OCTOBER 1980

IRON AND STEEL: POINTS TO MAKE (DEFENSIVE)

EFL_

The increase in EFL amounced by Sir Keith Joseph on 26 September does not
indicate a change in the Government's attitude to Nationalised Industries’'
Cagh Limits. It is merely a temporary measure designed to tide BSC over

until the new Chairman, Mr MacGregor, can present the Government with his

Corporate Plan in D + The remains ined that therc
should be a significant improvement in BSC's financial position as quickly
as possible, and that BSC should take whatever measures are necessary to

achieve that aime

FURTHER CLOSURES AND REDUNDANCIES
This is a matter for BSC. But, given that there has been a sharp decline

in UK steel demand this year, resulting in severe underloading of BSC's

steclmalding capacity, the Corporation will clearly need to take effective

and determined action to improve its financial position. Further closures

and redundancies cannot be ruled out.

MANNING LEVELS

Granted, production manning in some plants is up to é&&sﬁ:d:nmm.g?

European standards; but maintenance manning levels offer considerable

scope for improvement.




PRIIE NMINISIER!S JESPING TH THE TUC: TUBSDAY 14 OCTOEER 1980
TRON AND STEGL: BRIED
Background

1 On 26 Scptember, the Secretary of State for Tndustry announced the increase
of £400 million in DSC's ernal financing limit for 1980/81. This
increase had wadowed in the Secretary of State's statement to the

to the House of Coinmons (26 June). At that time, The Government deferred
z 2 decision on TR, a8 1t wiched first to have a report from
cGregor, BSC's new Chaimman. Meanwhile, [5C has conbinued to make

losses, and the interim financial measures announced in the Secretary of

State's 26 September statement were necessary 4o enable BSC to continue

to meet its deots until fim decisions zbout BSC's future can be taken.

At the time the statement was made, care vas taken to emphasise that

this increase in the ER, was a temporary measure design to tide BSC over
until lir MacGregor could present his corporate plan to the Government in
December, and thal the Government remained determined that there should be
a significant improvement in PSC!S financial position is quickly as
oossible. Since, liowever, there has been a sharp decline in UK steel
.demznd in recent months, B3C's steelmaking capacity is still severely
underloaded, despite the closures wnich have taken plece during 1980. It
will be necessary for BSC to talke action to improve i%s financial poeitiony
and further reductions of marned  capacity (resulting in vedundancies and
closures) as part of the new corporate plan cannot be ruled oute

Manning Levels

3 Although production manning in some of the newer plants (eg Appleby —
Frodinghom) is up o the stendards of European competitors, maintenance
manning (aggravated by practices such as craftmans' demzrcations and the

craftsmens? mates systexr.> off'ers morve scope for improvenent «

pepartment of Industry
7 October 1980
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of finaneial
a period of two years.

pected their cash requirements for 1980-81
rnal financial limit (EFL) of £120m by
2 Was 10t co: iced that sufficient action
to reduce their rate of loss; and that
he had asked the Chairman to review the options for reducing
B3!' cash requirements for this year and next.

iinisters are now considering BS' response. A further statement
will be made to Parliament.

In August the Secretary of State for Industry announced that the
Government had decided to defer the introduction of private
capital into the shipbuilding industry because of doubts about
its future shape and viability.

BS' currsnt strategy

The sirategy which BS agreed with th unions involved a
reduction of merchant shipbuildinz c ity by about a third
a similar reduction in merchant s pbuilding employment,
fallen from nearly 25,000 in mid-1979 to around 17,000
llerchant building employment on Vesting Day, July 1977,
r 38,000.

The market
The worst of the severs recession in world shipbuilding is over
but the market is still very difficult. DNew world order levels
are probzbly only around 50-6 7% of available capacity. B3
were only a little over half of their
- BS orders this year will be better,
3 Desoite improvement BS have not won
rs quickly enough to prevent expensive gaps opening
in the yards' programmes.

Exchange rate

BS have been hard hit by the strengthening of the £ against the
an = around 30% appreciation aszainst the Yen over the last

18 months.

Defensive Points to lake

1. Government sistan to the industry

as made available to the UK shipbuild g industry,
annual contribution during the last 6 years.




2,

Possible further reductions in employment in merchant shipbuilding

The Government rec st o L lready been substantial
contraction in merchs shipbuilding, ieved with union
cooperation. Sccurity of employment must, howecver, dependa on
progress towards viability.

e

Other countries i re substantial assistance to their
Shipbnild:

Direct assistance to the UK industry compares favourably with

that

given by our major compe titors Those ¥ 2s which

extend more generous cri facil
industry do not 21so provide direct shipbuilding

4.

BS's financial difficult:

The Government's examination of BS's finances is not
A stat will be made to the House in due com‘sc
will be in touch with union representatives when we
position to say something.

5.

Regional emuloyment

The Government is well aware that emplo‘;mc,“\l, in shipbuilding
concentrated in areas of persistently high unemploy

vas one of the considerations behind the provision of
assistance for the industry.

Department of Industry
7 October 1980




PRIME MINISTER'S MEETING WITH THE TUC ON 14 CCTOZER 1980

AEROSPACE INDUSTRY
EMPLOYMENT (IMID 1S€0)
Airframe: BAE
Shorts 70,000
Westland Helicopters
Guided Weapons: Bie 17,500

heroengine: Rolls Royce mainly 54,000

Equipment : 58,500

200,000

Direct related support (services,
materials, electronics, etc) 132,000

Aerospace is an industry in which there has been continuing
growth for many years and there are good prospects for stable
or increased job opportunities. Iimited problems will arise
from time to time on individual contracts or projects but it
is not expected that these will be serious. The industry has
experienced considerable difficulty in finding sufficlent
skilled labour. The UK industry is generally competitive
although productivity is not as good as its main competitors
in the USA. As a heavily export-oriented industry, often
working in a dollar dominated market (particularly on civil
projects) the area of most immediabe concern is likely to be
{the depressing effect on profits of the nigh exchange rate of
sterling.

We do not anticipate that the aerospace industry will be the
focus of many concerns on the part of the TUC in the context
of the meeting but current issues vhich may arise are:

a) the effect of the MOD moratorium and cutbacks:
there way be concern in industry amonp unions
about the effect of the cutbacks already announced
and there may well be criticism of the Trident
purchase and its effect on the MOD budget as a
whole. However, we do not anticipate widespread
redundancies indust at this stage
altnough the loss of some future projects and
orders is bound to nave a limited effect. Some




important purchasing decisions have been delayed

by the moratorium and this has increased uncertainty
in the industry. DlNanagement representatives have
also expressed serious concern that the moratorium
will increase overall costs to HMG and that it may
be necessary to extend it for a period longer than

3 months. The latter could hit industry hard.

Jetstream: the MOD requirement for replacement
aircrait for Devon and Pembroke communications
aircraft has been caught by the current moratorium.
MOD has been keen to avoid any implication that an
order for Jetstream will automatically be placed
after the moratorium is lifted. There will be con-
tinuing financial constraints and a decision on the
priority of such an order will have to be made
against that background. There could therefore be
further delay before any order is placed, and Ble
may decide to cancel the project if no order is
forthecoming for Jetstream in the next few months.

Sale of shares in British Aerospace: CSEU unions
have been strongly opposed to the prospect of the
removal of British Aerospace from the public sector
to the private. They may claim that it will damege
the prospects for those employed in the Corporation.
Point to make: the British Aerospace Act provides
Tor only one universal successor company. There will
thercfore be complete continuity between the Corpora-
tion and the new company so far as the structure of
the business, employment, pensions and management are
concerned. There is no reason why BAe L5d should not
be able to obtain the funds it needs for investment
in the future. We expect it to meet its requirements
from commercial sources; but we shall be willing to
consider applications for launch aid on their merits,
subject to constraints on public expenditure.

Department of Industry
7 October 1980
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ICLE T{DUSTRY
General T

1 Troducti by the industry is forecast to fall by
9% this year and 125 in 1981. The number of cars produced
is To fall below one million units for the first
time since 1G57. Although production of cars for the home
markel has fallen by 205 from last year, the major mznu—
re still faced with high stocks, and all four
tly on short-time working.
/

The increase in import penetration has nofi compen-—
imporbters Tor the fall in the market,and sales of im—
are forecast to fall by 8% in 1980 and to remain
1981. Imports of commercial vehicles are re—
mainingz steady this year and are cxpected to do so again in
1981. Car exports are expected io decrease by value in 1980.

From June 1979 to June 1980, the number employed in
$he industry fell by 775, from 457,000 to 424,000. 1980 output
is forecast to fall by 9%, implying 2 productivity fall of
around 2/, A4 larger fall may be expected in 1981 if output
falls, recast, by 124, while employment falls by around
6% to the region of 400,000

4 0f the foreign-owned manufacturers, only Ford eseems

determined to mair n a major presence ia the United
and to be investing rding The investment plans
other two major foreign-—owned companies are not known.

LINE T0 TAKE (Defensive)

5 The difficulties of the UK engineering industry are
a reflection of the state of world trade and the UK's general
industrial situation. The Government is attempting to improve
matters through its overall industrial and economic policies.

BT,

BL's sales in 1980 are down 2505 by volume, with a
are drep of 3 points to 18;5. liost plants are on short—
satherns in order to match the lower sales and
reduce inventories.

The half-ye:zr results recorded & trading loss
£93.4m, with a pr Joss of £154.9 Within this,
Rover, Uni L i mmexrc hicles recorded
BL ig tak i to curb the cash out—flow

r and within the
Governi o

and ree




RCTAL. TH G
= &=

e (new middle-sized car due in 1982/83) has
: itted to the Government.
s for ‘this progr:
rle can proceed. Tre(xovelm.u@nt s view is
1 only be en in conjuachion
Jorporate Flan, which is e\uecLhu from

LINE T0 TAXE

i) Le10

The BI Board has a_pproved the LC10 programme and it has veen
forwarded to the NEB and the Department. The Secretary of
State for Inmdustry's approval will be required for this pro-
gramme, and he will need to consider it carefully in the
context of BL's forthcoming Corporate Plan — of which of course
the LG10 programme forms an important part. So that no time

is lost on the project while this consideration is taking
place, long-lead funds have been provided for it.

Sa1)) FURTHER FUNDING

The Secretary of State for Industry has already said in public
that it will be very hard to convince the Government of the
need to provide BL with further funds. Sir Michael Idwardes
is well seized of this. BL is in the final stages of its
corporate planning cycle and must be taking the Government 's

views into account.

Department of Industry
7 October 1980




CONTIDENTTAL

VARRINGTON

trucks have been assembled by & company called
in ®ire from imported kits since 1967. There have
eports [rom to time that Harris was planning to
its o:v«:iuiien' into the UK; these have come to nothing.
that a nCI company, associated with
ute the trucks in the UK from a base
Y ctory unit s been leased for the
PUrpose . It rs actual assembly in the UK is not
at present co tc‘"mlu,e(_, and the trucks will be imported in built-
up form Dublin. The figure of 500 trucks
year has been mentioned, whi would be about 1%% of the
medium heavy UK lorry market. The UK industry and unions
are concerned that, at a time when truck demand has fallen
sharply, & Japanese bridgehead will have been established.

The Departments of Industry and Trade have been examining the
proposal carsfully. Formal scope to prevent the investment

does not exist, more especially since it is a proposal from
within the EEC. The Department of Trade bas examined the
position on EEC origin rules and tariffs, without avail. Action
under Article 115 of the Treaty of Rome, %o inhibit the free
circulation of goods not of c_ommunity origin, would only be
applicable if we had a formal restriction on Japanese truck
imports which had the Commission's blessing.

The Department of Transport is checking the compliance of the
Hino trucks in Varringbton with construction regulations a major
problem, however, is the lack of a statutory right to 1rsp=ct
such vehicles before they can be licensed Jﬂd used on roads
(this will only exist when national type approval for commercial
vehicles, as recently agreed by E Committee, is implemented).

The SUIIT raised the issue at its recent inter-industry restraint
talks in Tokyo, and was optimistic that the Japanese side,

aware of the sensitivities involved, understood clearly that
this vroject was unwelcome.

LINE TO TAXKE (Defensive)

We are very concerned about this. Government's and industry's
concern was made clear to the Japanese at recent inter-indusiry
talks in Tokyo. We are satisfied that Hino well aware of

the sensitivities involved. But, as it stands it is an Irish
proposal, from within the EEC. No EEC Government hzs the power
to stop such a commercial proposal. We will keep a close watch
on developments. Department of Transport will do all it can to

check compliance of Hinos with construction regulations.




PRIME MINISTER'S MEETING WITH TUC: 14 OCTOBER 1980

THE ENGINSERING INDUGSTRY AND THE CCNFEDERATION OF
SHIPBUILDING AND ENGINEERING UNIONS (CSEU)

Background Note

It may be helpful for the Prime MMinister to know as
background that on 22 September 1980 the Secretary of
State for Industry met a delegation from the CSEU to
discuss the problems of the engineering industry.

The delegation comprised members from the AUEW, ASTIS,
NUDUGHM, TGWU and TASS. The discussion ranged over the
Government's general economic policies as well as the
special problems of various parts of the industry. The
Secretary of State promised to respond to a written
submission from the CSEU (not yet received) and offered
further meetings to follow up particular points.

Department of Industry
Ics

6 October 1980




FRIME MINISTER'S MEEPING WITH THE TUC:
14 OCTOBER 1980

FINNISTON KEPORT

Background

The Committee of Enquiry into the Engineering Profession
(the Finniston Enguiry) reported in January 19€0. Its
main recommendation was that the Government should set up
an Engineering Authority by statute (although the body
would have no powers requiring statute). On 7 August 1980
the Secretary of State for Industry announced that the
Government would help set up a body to act as a focal point
between engineers, employers and educationists, but set up
under Royal Charter not under statute. The draft Charter
is being discussed with interested parties, including the
TUC whose representatives will meet the Secretary of State
shortly.

Speaking lote

I appreciate that the TUC would have preferred to see an
authority set up under statute on the lines recommended by
Sir Monty Finniston's committee, rather than the body under
Royal Charter which we have said we will help establish.
You will be able to put this point of view fully to the
Secretary of State for Industry when you meet him in the
near future.

Department of Industry
ICB

6 October 1980




TEXPILES, CLOTHING AND FOOTWEAR

Background llote

The current unemployment situation in the textile, clothing and
footwear industries is very serious. There have been a growing

number of closures in 1980 and 50,000 jobs have been lost in the

first six months of this year. Domestic demand is either stagnant,

op as in major sectors, declining. Despite this it remains a major
manufacturing sector employing around 700,000 people (zbout 10 per cent
of all jobs in manufacturing industry) and accounts for about 2 per

cent of our gross domestic product and 5 per cent of our total exports.

2. The industry attributes its difficulties mainly to the strength
of sterling; high interest rates; and continuing pressure from
imports (low cost as well as from developed countries). The textile
and clothing industry does not consider that the Multi-Fibre Arrange-
ment (MFA) has been as effective in limiting imports from low cost
sources as it had expected. The increasing competitiveness of the
US industry is also causing considerable concern, particularly in the
synthetic textile sector, as US producers benefit from controlled

feedstock and process energy prices. As a result, there is substantial

protectienist pressure from the industry.

3. Although the footwear industry faces the same economic problems
as the textile and clothing industries import barriers are fewer,
and selective - against China, Taiwan and South Korea, and some
Comecon countries. The industry argue that it too needs the sort of

wider protection afforded by the MFA.




TEXDPILES, CLOTHING AND FOCTWEAR

SPEAKING NOTES

1. (Trade Policy

We are very much concerned about the problems of the textile and
clothing industries, which are very important to the economy. The
special position of trade in this sector is internationally recognised

and we are committed to ensuring the strict implementation of the

present Multi-Fibre Arrangement (IMFA) and associated agreements

affecting imports. We intend to press for a tough successor when the

present MFA expires at the end of 1981.

2. Imports of Synthetic Textiles from the USA

Esrlier this year we were successful in obtaining Community agreement
to impose guotas on US exporfs of polyester filament yarn and nylon
carpet yarn. We are also aware of similar problems affecting carpets,
sheets and other woven fabrics. But any case for restraints under
the GATT has to be very strong to stand much chance of being accepted
by the Community. We are maintaining a careful watch on the

situation.

3. Unfair or Dumped Imports

We have made our position quite clear — that we will seek action
against unfair trading practices, where these can be established.
Although the legal powers rest with the Eurcpean Community, we will
follow up vigorously eny substantiated complaints from industry,
subject only to internationally sgreed rules and our obligations

as a member of the EC.




4. Domestic Economic Policies

We recognise that inflation, interest rates and the strength of
sterling are bearing hard on many textile, clothing and footwear
firms. However, any special measures of relief for firms in this
sector, such as preferential interest rates, would only mean an
increase in taxation elsewhere or in public borrowing. The best
prospect for all industry is that public expenditure and inflation
should be brought under control and the right basis created for an

efficient and competitive economy.

5. Government Aid Vo Industry and Employment
Fipancial incentives for investment in new assets continue to be
available under the Industry Act for firms provided they meet the

criteria for support.

As far as employment is concerned the Temporary Short Time Working

Compensation Scheme is continuing until at least March 1981.

/[Rearly 70,000 workers in the textile, clothing and footwear industries,

ie 10% of employees, have benefitted from this Scheme, representing

some 40% of reimbursements approved for all industries./ This should
help relieve some of the immediate pressure which industry is facing,
but in the long run our policies are designed to create long texrm job

security.

6. Public Purchasing Policy

We caunot reguire public purchasing authorities to buy British. Governiens
has a Community obligation to advertise major public contracts for

tender in the Official Journal. Even so, the great majority /over 90557




of central Government purchases of textiles, clothing and footwear
is from UK sources. Local and health authorities are also bound
by Community obligations and are responsible for

their own purchasing decisions.

7. Energy Prices
It is Government policy that energy charges should reflect the true
cost of energy supply in the longer term. However, we recognise

the industry's concern about the effects of energy prices on competitive-

ness. It was recently egreed in NEDO that comparative energy pricing

data should be established. I would hope that firms in the textile,
clothing and footwear sectors are co-operating in providing informaticn

to the CBI.

Department of Industry
7 October 1980
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me 145 mills operated by over B0 companies of which
Szles are olm £1,L00m. There are
gzctors of the stry whose perfommance varies considerably.
etration has incrensed significantly to reach a2 record 50% last year.
finds it particularly difficult to compete in bulk lower value grades eg.
aprint. These can be produced more cheaply in Scendansvie and North America
from int ted pulp end paper plants vhich 2lso enjoy lower enexrgy costs. As
well a5 the low capacity working resulting from the current recession the UK
industry is suffering from & high pound agzinst the US dollar; this means cheapex
imports from lower cost producers and stagnant prices in the UK for products, like
newsprint, which are priced in dollars. The industry is a heavy nser of cnergy
and ils energy costs are higher than its main competitors. So far this year,
closures and other major redundanecies announced have involved over 6,500 job

lossges.

The TUC, i anrm=l congress in September, passed an emergency motion on
"ihe crisis i e er industry" calling for cheaper energy, relief to offaet
the hig xchange rate, selective import controls and forestry measur The

current major concern of the unions is the closure, in November, of Bovaters

newaprint mill et Ellesmere port (over 1,500 jobs) together with a further 700

redundancies from Reeds newsprint cutback in Kent. The me Minister received

an industry/union delegation about this on 3 October.

points could be made on Bowater:
iowledge efforts mede by management and other employess recently to
improve performance and securs export orders.
Potential for further improvement and Government has fully discussed
with the company how it might assist with substantiel new investment.
and invesiment would qualify for

ient, Grant,




ready to consider selective finoncial
12l volicies for supporting vizble investuent
A1lied to the reielly negotiated raductions in the

price of cosl and wood were also in prospect.

packege of help that could heve been availeble was sizeable., It
eppeared to offer Bowater a visble basis for continuing production at
Hersey mill, Covernment greatly appointed that Bowater rejected
this vesl alternative to closure. Fut has to accept that the final

decision is for the company to make.
genarally, it can be said that while the incustry is haxd px ssed, some
g underteken eg. in carbonless copying peper and soft
While short term wozking

e
jor investment is b

Fxports are also up deapite tne high pound.
sed, figures up to July still showed a third of operaliv
h pound, while

2 es involved
o (though ceme decresse expected since). The
; UK prices for some paper products has also kept down prices of

meterizla).

imported pulp used in the industry (LC3E of zaw

s been incressing but the industry accepts that it can be improved

further, For example, a remort by the Paper Federation in 1979 on the printing

finishing processes were much more
While the threat of

sector showed that UK our znd

=1 those of main overseas compefitors.
clopure or redundancy can bring out greater willingness on the paxt of unions
and management %o improve perfermance, this can be oo late; if some commnies
had 2cted to improve performance while tzzding condivions were better they
could have been in better shape to withstand more aifficult times.

Department of Industry
7 October 1980
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)THE PRIME MINISTER'S MeETING WITH TUC: 14 OCTOBER 1980

MATIONAL ENTERFRISE BOARD
Background

The Industry Act 1980 removed the NEB's functions of extending
public ownershin and of promoting industrial reorganisation

and industrial democracy. It gave the NEB the new function
of disposing of its assets to private ownership. Within this
framework operational rules are set out in the NEB's new guide-
lines issued in August.

2. In line with its reduced responsibilities the NEB's
funding has been substantially cut. It fio longer has,

nov would tne Roard welcome, a®role to 'rescue' companies
in difficulty. i ¢ .

e When the previous Board resigned last November, the TUC
were advised that a place on the new Board would be kept open
for a trade union member. There was no response but recently
the TUC have shown signs of greater interest. Despite the
reservations of the Chairman, Sir Arthur Knight, trade union
membership may be difficult to rule out if the TUC are keen.

4. A recent TUC report on Government aids recommended that
the WER should actively promote in its companies better
industrial relations and fuller consultation with unions. The
Secretary of State for Industry has replied that industrial
relations are a matter for the companies themselves.

Points to Make

NEB Role

il We sce only a limited role for the NEB, in areas where time
will be needed to restore full vitality to the private sector.
Its bask is to encourage private initiative and enterprise, not
to promote public ownership.

2. The Board's main role will be in areas of advanced
technology where the market has been discouraged in recent years.

3. As part of the Government's concern with the problems of
the areas of high unemployment, in the new guidelines we have
given the NEB a continuing investment role in the assisted areas.
It has =2lso been given a limited role in filling a gap in the
provision of finance to small firms.

TUC Membe ip of NEB

LE G ised) There are still vacancies on the Board. 1o
doubt the TUC will wish to consider what contribution a trade
union member could make to the Board's new role.

Industrisl Helations

5. (if ra ) It is clearly desirable that industrial
relations are ad. But the Government has no wish to involve
the HLE in the relationship between companies and their workforce
Department of lndustry

7 October 198U




situastion in Wales

1. The overriding feature of the Welsh cconomy is the persistently
high levels of unemployment. At mid-September 1980 there were
126,881 people unemployed, siving an unemployment rate of 1Y .7%
compared with a rate of 8.4% for GB as a whole. The number of
unfilled vacancies stood at about 5,500 (at employment offices
and carcer offices)—a slight increase over the previous month.

2, There are three underlying features:
j) the growth in the labour force (estimated at arcund
180,000 between 1976 and 1991 - an increase of 15% compared
to estimated growth of 10N in GB);

ii) the continuing loss of jobs in traditional industries:
BSC are nearing completion of their plans to shed about
20,000 jobs in 15 pits from late 1979 (about 3,000 are still
to be shed). The South tales cealfield will be scriously
affected by the steel rundown. The NCB locally assess that
6 pits face closure in the short term and a further 6

have to improve performance or face closure. If all 12 pits
were Lo close 8,000 job opportunities would be lost. There
is also concern for the future of Phurnacite plant at
Aberaman which employs 950 people and 3,000 in the four
supplying pits - but this is a matter for © National
Smokeless Fuels;

jii) the general recession — excluding redundancies in the
steel and construction industries, 22,000 redundancies have
been notified to take effect in 1980.

Puints to make

Fo The difficult employment situation is not confined to Wales.
It is o widespread problem, although Wales has the special
difficulties in the steel industry to contend with.

4. The news for sales is not all gloomy. There is evidence
of a continuing strong interest in Wales as a location for
development. There are some 18,000 jobs in the pipeline

for Wal over the next 3 to 4 years arising from munufn"turvrs'




¢

projects which have cither been allocated a Government financed

factory or offerced financial assistunce, There is also the

prustignus INMOS project which will crcate over 1500 jobs

in the next 2 to 3 years and up te 2,000 jobs in the longer

term.

5« We are concerned about Wales. That is why at a time when
public cxpeudiLurc'is being held back, we have made additional
money available for factory building in the steel closure
areas - €15m for the Shotton area and £48m for Newport and
port Talbot - and upgraded the assisted arca status of the
travel to work areagmost seriously affected.

6. We are giving consideration to the recommendation put
forward recently by the Select Committee on Welsh Affzirs.
The Secretary of State for Wales will be responding to the
report soon after the llouse reassembles.

Welsh Office
9 October 1980




DRIME MINISTERS MEkTL ITH TIL TUC
T Y 14 CCRUBER 1980

OIL AND eNERGY COLTOS
BACKGROUND

The TUC mey echo complaints that the energy costs of UK firms
are higher than those in other countries.

SPEAKING NOTE

2 There are many factors influencing the price of energy in
any given country. For example some other countries have more
cheap hydro-electric power. Thus prices between nations will
always differ. What we can achieve is the adoption of unifora
pricing principles. The EEC has endorsed the principle of
economic pricing, the only way to secure conservation and the
develepment of alternative energy sources.

i However where the fuel pricing policies of other countries
are unfair we are prepared to take up the issue. The EEC has
taken action on imports of certain goods from the USA on this
basis.

4. We ere also looking at whether there is further scope.
within the policy of economic pricing, to improve the position
of the industrial consumer. This subject was discussed by the
National Lconomic Development Council on 6 August, which
broadly endorsed the Government's energy pricing principles but
expressed concern about their practical consesquences for a
number cf energy-intensive industries. As agreed, CBI are
coordinating collection of further information on international
energy costs so that these can be more widely known.

5. Also our energy supplying industries must be as efficient
as possible, and we have referred the efficiency and costs of
the Cent Hlectricity Generating Hoard to the Monopclies and
Mergers Commission. But we do not believe that artificial
reductions in the price of energy, paid for by the taxpayer,
are a sensible use of UK resources.

Department of Industry
7 October' 1980
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ECONOMIC POLICY AND UNEMPLOYMENT

(Motions 63 and Amendments, 64 und Amendment, 65, 66, 67, 68, 69,
70 and Amendment, and 71)

Congress condemns the Government's deliberate strategy to take the
nuiber of unemployed to two million and beyond in the atiempr to
force working peaple to carry the burden of its economic policies.

Congress asserts that the Government's divisive economic policies
condemn Britain to low growth and high unemployment throughout
the 1930+, and are perpetusting unfavourable trading conditions in
many industries such as printing and publishing. They are moreover
eading i nGent Aot o erie R ot oy zates, the destruction of
compunics, low investment, rediic i
rate of intlation and & general lowering of the standard of iving. The
stump in deceloped countries will do massive dumage t the cconoinies
of Third World countries,

e e A e it ettt o
monitaring of unemployment amongyt part-time wornen workers,
ress cecognises that profound changes are now taking place in

J” niodern industrial societies as 4 restltof technological developments
there is great potential for fucther chunge. A combing
velpments with the Governmen’s policies is likel

social and econumic erisis on a vast scale. Congress believes that it is

necessary for the trade union Movement 1o develop its own longer term

plan for social und economic development setting out the necessary

Congress demands an end to the narrow pursuit of monetarism snd
calls wpon the General Council, in the continuing Campaign for
Econ 1d Social Advance, to give a tead to all affiliated unions and
their members by stepping up the battle for alternative economic
policies designed to ensure full employment and a reduetion in the rate
of intlation by

(i) king action to increase demand, including strict
monitoring of import penetration bucked by effective
Government action, including cuts in interest rates und a

exchange rate;
reducing working hours and vvertime with an immediate
goal of the 35 hour week without loss of pay;

Anax E

cesisting closures and redundancies, developing socially
useful prodiccts, and farge scale public works;

aa extension of special employment measures, and an
expansion in  Government training and  retraining
programmies;

(v)  providing greater regional sid and subsidies:

(vi) reversing public expenditure cuts, and providing a higher
and rising level of health, social seevices and tional
facilities;

(vii) an industrisl strategy through the NEDC to improve
industrial performance and job prospects, public uwnership
and a European mitiative to save industries under threat;

(viii) controlling the introduction of new techuology with
minimum prJu ugon existing employment levels and
cnsuring that sufficient funds are available 1o develop
microelectronics and other new technologies;

(iX) restoring an effective Prices Commission: and

(x) taking urgent steps based on the report of the Brands
Commission to help underdevetoped countriss and thus
stabilise the world economy.

Congress instructs  the  Genesal  Council,  throush  theie
representatives on the TUC-Lubour Purty Linison Committes, (9 458ist

“in the development of such an ceonomic strategy with a view 1o its

implementation by the next Labotis Government

Mozed by
Transport & General Workers' Union

d Union of ing Workers (E
Section)

Supparzed by
Soucl)‘u(Gr.\phu.\l & Allied Trudes
oxiation of Professional, Executise, Clerical & Computer Staff
\.mon.ll Union of Public Employees
Inland Revenue Staff Federation
Natoral Gaphical saoctaion
, Food & Allied Workers' Union
Socieny ol Cisil & Public Servants
National Union of Asziculiural & Allied Workers
Association of Scientific, Technical & Managerial Staffs
The Fire Brigades Union
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

Tth October 1980

b

Tim Lankester Esq. == .
10 Downing Street ik

LONDON .
S 2d b s

D&aﬂ' 77& 7

PRIME MINISTER'S MEETING WITH THE TUC GENERAL COUNCIL ON
TUESDAY, 14TH OCTOBER

As requested in your letter of\%ﬁfﬁ September, a brief for
this meeting is being prepared ¥n consultation with other

Departments. This will be with you as reguested by close

of play on 10th October.

The Chancellor, on his return from Washington, has been
thinking about the best tactics for handling the meeting.
He agrees completely that the Prime Minister should not
seem to be wholly on the defensive and could well raise
some positive points, as you have mentioned, with the TUC
representatives, On the other hand, tactically and
presentationally it will be desirable for the Government
to show every willingness tg listen to and discuss the
TUC's case. This may argue for reserving counterpoints
for the second part of the meeting.

The Chancellor has seen also the letter from Lord Watkinson
dated lgy/ﬁeptember and feels that his first suggestion
might be useful. Any formal presentation of the economic
facts in a manner which made the TUC feel they were being
subjected to a "lecture" would probably do more harm than
good. But the Chancellor feels that there may be merit

in having Mr Terry Burns at the meeting, who could be ready
at the Prime Minister's request, at a suitable point, to
give a short resume, speaking as a Erofessional. This way
of handling the point would allow e Prime Minister to
judge at the time whether it would be advisable to ask Mr
Burns to speak.

y,w.s 4
P.S. JENKINS
Private Secretary
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b.c. Mr. Wolfson
Mr. Hoskyns
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10 DOWNING STREET

From the Private Secretary 29 September 1980

I understand you have spoken to Mike Pattison about briefing
for the Prime Minister's meeting with the TUC General Council
on 14 October. I think the Prime Minister will require a concerted
brief, and I would be grateful if the Treasury could prepare this
in consultation with other Departments as necessary.

The Prime Minister has said that she does not wish to be
wholly on the defensive at this meeting, and that she would like
to take up a number of positive points with the TUC. She has
suggested as possible examples, trade union restrictions on
training and apprenticeships, trade union restraints on efficiency
through demarcation, c¢tc., and the need for trade union reform.
There may be other areas where the Prime Minister could 'go on
the offensive! with the TUC. I would be grateful if this general
point could be borne in mind in preparing the brief.

As you know, there will be a briefing meeting with the
Ministers concerned just before the meeting with the TUC.

I am sending copies of this letter to Tan Ellison (Department
of Industry) and Richard Dykes (Department of Employment).

T. P. LANKESTER

Peter Jenkins, Esq.,
HM Treasury.

RESTRICTED




The TUC General Council will
consist of about 45 members. We have
agreed that they should arrive from
1530, to allow them to get themselves
together before the meeting with the
Prime Minister.

The meeting will need to take
place in the State Dining Room, with
the TUC delegation assembling there
as they arrive.

M. A. PATTISON

18 September 1980




10 DOWNING STREET

PRESS OFFICE

You may now make it
known that the meeting has
been arranged for this date.

M. A. PATTISON

18 September 1980
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10 DOWNING STREET

From the Private Secretary 18 September 1980

We were in touch with you yesterday about possible
dates for the Prime Minister's meeting with the TUC
General Council.

The meeting has now been set for 1600 hours on
Tuesday 14 October. The Prime Minister would like the
Chancellor of the Exchequer, the Secretary of State for
Employment and the Secretary of State for Industry to be
present. She would like to have a briefing session with
them beginning at 1500 hours.

We expect the main meeting to continue until at least
1800 hours.

I am sending copies of this letter to Richard Dykes
(Department of Employment), Ian Ellison (Department of
Industry) and David Wright (Cabinet Office).

M. A. PATTISON

A. J. Wiggins, Esq.,
H.M. Treasury.




10 DOWNING STREET

From the Private Secretary 18 September 1980

I am writing to confirm our telephone conversations earlier
today about the arrangements for the TUC General Council to meet
the Prime Minister. We agreed that the meeting should take place
at 1600 hours on Tuesday 14 October at No. 10. The Prime Minister
would be entirely happy for the General Council to assemble here
from 1530 hours.

We will be letting the date and time be known in response to
enquiries from this afternoon.

(/] /:” P

David Lee, Esq.




10 DOWNING STREET

THE PRIME MINISTER 17 September 1980

1o 0. O,

Thank you for your letter of 16 September letting me know
that your General Council would like to meet me to discuss the
economic situation and, in particular, unemployment.

I should be very happy to have such a meeting. I understand,
however, that there are some difficulties about finding an early
date for it. As my office explained when they were in touch with
your people the week before last, I cannot see you this week or
next because I shall be paying official visits to France, Greece
and Yugoslavia. I had hoped therefore that we might be able to
meet in the week beginning 29 September shortly after my return,
but I gather that this is not easy for you and your colleagues

because of your existing commitments. My office will now be in

touch again with yours to explore possible dates in the week after

the Conservative Party Conference. I am sorry that we cannot meet

any earlier.

The Right Honourable
Lionel Murray, OBE.
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September 16 1980 : YOUR RE

OUR REFERENCE
LM/DL/MV
DEPARTMENT
Secretary's

The Rt Hon Margaret Thatcher MP
Prime Minister

10 Downing Street
London SW1

Dear Prime Minister

Unemployment and the Economic Situation

Our annual Congress, at its recent meeting in Brighton,
expressed deep concern at the deteriorating economic
situation and in particular at the rise in unemployment
to more than two million.

The General Council are requesting a meeting with you
at the earliest convenient opportunity to inform you
of their concern, and to discuss what action is needed,
including measures to increase the levels of demand and
employment, to reduce interest rates and lower the
exchange rate, to reduce import penetration and to
restore industrial investment.

I Jook forward to receiving your positive response to
this request.
Yours sincerely

General Secretary

GENERAL SECRETARY: RT. HON. LIONEL MURRAY OBE DEPUTY GENERAL SECRETARY: NORMAN WILLIS
ASSISTANT GENERAL SECRETARIES: KENNETH GRAHAM OBE AND DAVID LEA OBE
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NOTE FOR THE RECORD

I have established that the 'World this Weekend' did in fact
state in its intro: '"The TUC wants a meeting with the Prime Minister;
they asked for one three weeks ago and are still waiting for a reply."

This intro apparently arises from a statement later in the
programme by Terry Duffy, AUEW: "We have requested ourselves a
meeting with Margaret Thatcher. I am sad to say she has not even
responded in the affirmative or the negative to say that our request to
meet her is being considered."

The full transcript of this passage is attached.

Derek Lewis, the editor of 'World at One' today, was very concerned
about this error. I asked him to correct it and gave him the following
on-the-record quote:

"In a statement today No 10 Downing Street said: We have

not yet received any letter from the TUC seeking a meeting
with the Prime Minister. We are, of course, aware that the
TUC wishes to discuss the economy with the Prime Minister
but no approach has yet been made by the TUC.'"

1 emphasised our concern to get the facts straightened out and I
stressed the hope that 'World at One' would make the correction.

While Mr Lewis was clearly worried about the error, he did say
that at that stage - 12.15 pm - he was not covering the subject today.
I said that I nonetheless hoped that he would take the opportunity to
put matters right.

No letter had been received from the TUC before the broadcast
at 1.00 pm

BERNARD INGHAM
15 September 1980.
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TERRY DUFFY - EXTRACT FROM INTERVIEW ON MIR AND ECONOMIC STRATEGY

Transcript from BBC Radio 4, World this Weekend, 14 September 1980

INTERVIEWER : ... So Sir Michael is askimg for a cut in the interest
rate and for the impostion of import controls and saying very mch

the same thing to the Prime Minister as the TUC said at Conference
two weeks ago. The TUC wants a meeting with the Prime Minister

to discuss the present position, and indeed, they asked for cme 3
weeks ago, they're still waiting. And Mr Terry Duffy, the president
of the AEX amalgamated union of engineertint workers is, fr once,
'glad to @x find himsdf on the side of the employer:

DUFFY: All Sir Michael is doing, and I believe the CBI as well —
Ray Pennock, they're just echoing what we've been saying for so long.
We expected tht the CBI and Sir Michael Edwardes would now bring
pressure on the Government. So yes, we are on the same platform as
Sir Michael Edwardes, the same as Sir Ray Pennock. Whether the
Prime Minister will heed the advice, she's repeatedly saying nolU
turns now. I feel that she shold do an about turn never mind a U
turn. We've requested ourselves a meeting with with Mragaret Thatcher.
I'm sad to say she has not even régponded in the affirmative or the

negative to say that our request to meet her is being considered.

You see our task is irrespective of the Government that's in power,
'

we don t always work with the Labour Governemtn when they're in power.
Our ta;k is to improve society. That's our responsibility, and an
added responsibilit_y‘, ﬂm?:j we have. We're prepared to meet anyone.
Our country's more impoz:?:ant than Governments. So we wish not just

to receive a lecture from her but to suggest the remedies we feel

are needed to put us back to where we were once before, where we still
are, the finest democracy in the world. And it behoves the Government

of the day to meet allparts of our society.




10 DOWNING STREET

From the Private Secretary 9 September 1980

I enclose a copy of a letter to the
Prime Minister from Lord Watkinson, in which
he sets out his advice for her projected
future meeting with the TUC. (The underlining
is the Prime Minister's).

We are expecting a formal approach from
the TUC this week, probably leading to a meeting
after the Prime Minister's visit to Greece and
Yugoslavia which will take place in the week
beginning 22 September.

The Prime Minister has sent a brief reply
to Lord Watkinson but she thought that your
Secretary of State and the Chancellor of the
Exchequer would be interested to see his letter.

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

M. A. PATTISON=-

Richard Dykes, Esq., :,/B/
Department of Employment




10 DOWNING STREET

THE PRIME MINISTER 8 September 1980

Dear Harold
'

It was kind of you to write to me on

1 September, with your advice for the meeting
I am likely to have with the TUC.

I have taken note of your suggestions,
which will be of great help in preparing for
the meeting.

I agree that we must be constructive.

Yours ever,
Margaret

The Rt. Hon. The Viscount Watkinson, C.H.

LPO




MR. INGHQﬁ

MR. LANKESTER (O/R) r\\q
In response to an enquiry from

Michael Edwards (D/Mail), following a

story in the 'Spectator', I confirmed

that:

1) the dinner had taken place
on 30 June;

the names of the three trade
union leaders.

I said the dinner was informal and that
the Prime Minister sees unionists,as she sees
others,occasionally, whether at meetings or
for a meal. I gave the names of the others
present and pointed out that three were
industrialists.

Asked what they talked about, I said that,|
given the people present, the topics of
conversation would be fairly obvious, but
stressed that this was an occasional, informal

dinner and nothing out of the ordinary.
4 September, 1980 g 5@"""""=JL D




MR WHITMORE a/(

TUC

You will know that the TUC have told
the world that they want to see the
Prime Minister. But they have not formally
approached us.

Equally, Bernard Ingham has told the
world (but not the TUC) that the
Prime Minister will see them.

There is time available on Friday
12 September. If no formal approach
appears in the course of Thursday, you
may think it worth checking with
David Lee whether a letter has gone
astray.

™
/. i 59“ /7
2/ ) sy,

3 September 1980
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Here is a letter from Lord Watkinson,
setting out his advice on how you might handle

the TUC next week. I attach a draft reply

Would you like copies of the letter sent
to the Chancellor and Mr. Prior?

We have still not had a formal approach

from the TUC, but there is time available from
1100 until lunch time on Friday 12 September.
Content that we should offer this slot if we
are approached? You might want to make the
first half hour a briefing session with

colleagues.

)

D thelt peccl
Topepee 5 nukz
rey mf-a),

3 September 1980
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