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CONFIDENTIAL

PS/PRIME MINISTER

Steel Pay Negotiations

i1 After a full day of talks, the present round was aggourned

this evening without %Efffggpt. The union representatives will now
report back to their negotiating bodies. The intention is for the

two sides to meet again next week.

20 During the day, agreement was reached first on the central

S

bonus schemes. BSC confirmed their offer of 10 per cent plus 4 per cent

IR ——————

igginst these. However, the unions asked for 14 per cent against

the central agreement, plus 5 per cent against the local bonus schemes.

SE BSC have asked the union representatives to ballot their
members on the BSC offer. The unions ''nmoted' this request. Ug%il
the unions decide a%ﬁlESt such a ballot, BSC will make no move about

a second ballot of their own.

4. Mr. Scholey said that Mr. Sirs appeared under considerable

pressure from the other union representatives during the day but in

——— e - —
e o e —— —

the end they stood by him.

e ————————
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S.d. Gross
Department of Industry : Dad. GEOSS

12 March 1980 S/S for Industry
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THE PRIME MINISTER 11 March 1980

LRE A B

Thank 'you for your letter of 20 February about the petition
sent to me by employees of Metal Box at Neath concerning the steel
strike and the wider effects of the BSC's closure plans in West

Glamorgan.

We are, of course, very conscious of the problemsithessitegils |
strike is causing for firms such as Metal Box. While the lack of
supplies of tinplate from BSC is obviously a major contributor to
thesé problems, I understand that at Neath a significant part of
Metal Box's diffiqulties are caused by secondary picketing of the
works. I deplore such interference, and it 1is precisely to deal
with picketing activiéies of this kind that we have put forward the

proposals embodied in the Employment Bill now before the House.

That said, we do very much want to see an end to the dispute
between the British Steel Corporation and its unions as soon as
possible. I am deeply disappointed that previous attempts to find |
a solution broke down, and I hope that renewed efforts will soon be
possible. ACAS are ready to give their assistance if this would
help, either directly or through the appointment of a mediator or

arbitrator if both sides agree. But in view of the BSC's competifive

/weakness,
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weakness, it is vital that any settlement that is.reached should be

on terms the BSC can afford.

On the question of remediél measures for those aréas affected
by the BSC's closure proposals (including West Glamorgan), the
Assisted Area gradings for these areas are currently being reviewed.
Keith Joseph'hopes to make an announeement on the results-of’this
‘review as soon as possible after final decisions have been réached by

~ the BSC following the necessary consultations with the unions. And
as you know, Nicholas Edwards announced in the Welsh Affairs debate
on 4 February that the Government will be making available some
£48 million (mainly through the WDA) for the development of industrial
sites and factories in the areas likely to be affected.

In the area of employment measures, Jim Prior announced in the
House on i4 February that the Youth Opportunities Programme would
be eXpanded from 210;000 entrants in the current year to 250-260,000
entrants in 1980—%1, with the number of filled places rising to
100-150,000. And we have agreed to proposals from the Manpower
Services Commission that the Community Industry scheme should be
maintained at fhe current level of 6,000 pléces nationally, and that
the Special Temporary Employment Programme for long term unemployed
adults should be maintained at 12-14,000 filled places nationally,
concentfated in Special Development Areas, Developmeht Areas and

designated inner city areas.

Through all these types of remedial measure, the Government is
'demonstrating that it fully accepts its responsibility for helping to

alleviate the consequences of a rapid decline in employment at BSG.

/But the




But the Government can only help; the mainspring for recovery must

13

iie with the enterprise and imagination of individual firms - and the

greatest contribution government can make is to create an environment

which encourages such enterprise and does not stifle it.

I should add that Keith Joseph has written to the Metal Box

Works Council at Neath agreeing to meet them.

v

D. R. Coleman, Esq., O0.B.E., M.P.
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I attach a copy of the 20th Report of the
Interdepartmental Contingency Group on the
Steel Strike.

I am copying this to the private secretaries
to members of E Committee, the Secretaries of
State for Scotland and Wales, the Paymaster
General, the Minister of Transport and

Sir Robert Armstrong.
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CONFIDENTIAL

STEEL, STRIKE: 20TH REPORT OF INTERDEPARTMENTAL CONTINGENCY GROUP

This report summarises the position on 11 March.

P
BSC

2 The result of BSC's ballot was announced over the weekend, and
of the 65% of ballot papers returned, 69% voted in favour of a second
ballot about the present pay offer and %1% yoted against. The
Corporation see the result as an indication that a majority of the
workforce want to settle the strike quickly and return to work; the
ISTC General Secretary has argued that since less than half (44%) of
the eligible workforce voted in favour, the result was a victory

for the unions. e i T

6 Yesterday, the joint industry committee of the 13 unions

involved in the dispute met with the Corporation and presented a

new draft agreement, which was discussed in detail. It was made

clear that the unions are looking for a 12 month agreement with

effect from 1 January. Discussions have been resumed today, and the
Corporation hopes they will make worthwhile progress on the productivity
aspects of an agreement. So far, there has been no indication by the
uniong or discussion,of the precise terms for a settlement.

Private Sector Producers

£ Almost all the private companies are_now back in production and
making deliveries, a number of companies in The Midlands having
resumed yesterday. At the remaining steelmaking plant, Alpha Steel
in Newport, whilst production has not resumed, deliveries of sheet
steel were made to customers over the weekend. There are signs that
the private sector companies in the Midlands are not yet completely
clear of difficulties, the ISTC Midlands organiser having re-issued
instructions to members not to load or unload steel. Workers in

two small re-rolling companies have already responded, but it is too
early to say whether this will spread to other works and lead once
again to disruption and stoppages of production on a wider scale.
Generally, picketing at private sector plants has been quiet, with
the exception of Duport (Llanelli) where heavy and violent picketing
took place yesterday. But there was no serious effect on employees,
movement of supplies or deliveries.

Steel Supplies and Transport

5 Steel supplies from the private sector have increased further
with more companies back in production, but this does not cover the
full product range. Similarly, stockholders are continuing to make
good deliveries of the majority of products but shortages continue in
sheet products (e.g. domestic appliance users), shapes for
constructional use, and other products in which BSC predominate.

Over the weekend there have been increased efforts by pickets to stop
imports, in response to renewed TGWU instructions. In particular,
there is now heavy 24-hour picketing at some East Coast ports (e.g.
King's Lynn and Boston) and at the London wharves, completely blocking
steel movement. There is no change to report generally in the
movement of steel by road.




CONFIDENTIATL

Effects on Steel Users

6 There is little new to report on the stock position and
potential endurance of steel users. Further limited layoffs are
expected this week at Metal Box and at one of the drop forging
companies which supply components to the automotive sector.
British Rail have reported a rapid slowing down in their track
renewal programme, because of shortage of rails from BSC.

7 The CBI have indicated privately that of the 58 companies

in their sample survey, 21% are now significantly affected. Whilst
this is a slight increase on the previous week, elr members have
also reported that overall production, which was falling gradually,
has stayed between 95 and 96% of normal. Average stock levels at
companies in the CBI survey have remained steady, reflecting receipts
of new supplies from private sector sources and imports.

8 There is increasing evidence that some users are placing

big orders for gteel from overseas, and this is frequently linked

to agrefments for on§ erm concracts. This will make the Corporation's
as icult after e as they seek to regain UK

market share, e.g. for tinplate, sheet steel and plates. The CBI

drew public attention to this in their recent rebuttal of the ISTC

allegations of a "conspiracy of silence" about the effects of the
steel strike on user industry.

Department of Industry
11 March 1980




PRIME MINISTER cc Mr. Wolfson

Steel Negotiations

i

The following is thﬁ state of play report at 7 o'clock this

evening.

BSC and the unions spent all day going line by line through
the union document. As I told you earlier today, it was BSC's aim

to move the unions to a central agreement as close as possible to

"agreement 6b', which the craftsmen agreed earlier in the dispute.
The union side have moved significantly towards this during the
course of the day. There remain two significant difficulties: first,

Bill Sirs is refusing to include a reaffirmation of the 1976

agreement and, secondly, he wants no cut-off date for the local

productivity payments.

BSC want some reference to the 1976 agreement because it included

certainly important change¢ in manning, etc., which are not otherwise

mentioned in the unions' proposals; but they are willing to show
some flexibility on the cut-off date for local productivity payments.
(By this, I assume they mean they will go a few months beyond the

four months originally offered.)

There was an adjournment of the talks at 7 o'clock to allow
BSC to retype the trade union proposals in the way they would like
to see them. The talks are now being resumed and, apart from the

points of difference mentioned above, they will now move on to money.

The unions will ask BSC how much they regard the proposed agreement
as being worth, and BSC intend to repeat their offer to the craftsmen
of 14.4 per cent. If this develops into an argument, Scholey will

suggest an adjournment until tomorrow or later in the week.

e

L

11 March 1980




PRIME MINISTER

Steel Pay Talks

1) BSC - unions talks adjourned this evening. They will

resume at 11 a.m. tomorrow. The union representatives will

first meet privately amongst themselves from 10 am to 11 am.

2) Today's talks concentrated almost entirely on the terms of
the central productivity agreement. Percentage increases were
not discussed although Mr. Scholey has privately told some of
the more moderate union representatives that he is sticking to
the 14.4%.

3) Some signs of internal dissension amongst the different

union representatives with some critical of Mr. Sirs quibbling
-

approach today. Object of tomorrow's meeting may be for the

—

other union representatives to bring pressure on Mr. Sirs.

i

4) According to Mr. Scholey Mr. Sirs' fighting talk to the

media after the adjournment in no way accurately reflected the

restrained and relatively low key discussions during the day.

—-——-'.'———-__

50 Unless there is an unexpected break through Mr. Scholey

fears that the talks will end in disagreement some time tomorrow.

11 March 1980 Solly Gross
Department of Industry

M\




STEEL OPTIONS: A DISCUSSION DOCUMENT

What we can do depends a lot on what our legal advisers
and Parliamentary draftsmen say is possible in various time
scales. I suspect that they will not be prepared to give a
final answer until they have read and considered the House of
Lords judgements. Whatever else we do I am sure that we need
a cold clear analysis of how far the present Prior Bill deals
with the existing situation which is now a new and changed one,
and what amendments are needed to reinforce it and in what

time scale it could become law, The Prime Minister can rightly

argue the need for a complete reassessment of the situation in

union law in the light of recent developments. Against this

background I see the following options open to us.

i Do nothing.

Pro arguments:

(a) Probably least 1likely to divide colleagues;

(b) Prior Bill passing through the House of Commons and
White Paper on further action on immunities
available for consultation;

Cannot make industrial situation in short term
muchworse;

In immediate future without even knowing the
reasons for the Law Lords' decision probably

inevitable.

arguments:

Public and party opinion will be running high;
Government already being accused of weakness,
Situation gives great encouragement to strikers;
Doubts about how long industry could hold on;
Might end fairly quickly in complete defeat with
Government having to anti up full demand;

Prior Bill widely regarded as inadequate to the

situation which now exists.




2o Do nothing but greatly strengthen present Bill

arguments:

(a) Provides some long term solution to this type of

situation;

Seeks to cover issue in a general context rather
than a one off solution on steel;

Could be accompanied by powerful statement of

objectives by Prime Minister;

arguments:

Will not affect the present strike;

Will not be effective until autumn;

Probably lead to settlement of dispute on strikers
terms;

Will be accompanied by long drawn out battle with
TUC;

Unlikely to satisfy party or public opinion and will

be compared with swift reforms introduced by Labour.

Short swift Bill repealing all Labour legislation on

topic or any other means advised to repeal

McShane decision or strengthen management.

Pro arguments:

(a) Only way likely to affect present dispute;

(b) Satisfies party opinion pressing for action;

(c) Takes pressure off private steel mills;

(d) Probably does represent what we were put in power
to do and might well carry a great deal of public

opinion including trade union opinion.

arguments:

Thought by some to be likely to precipitate a
general strike;

May not be technically possible;

Changing rules in middle of the game;

Likely to be pretty divisive among colleagues.




4. Settle the steel strike and proceed with new legislation.

Pro arguments:

(a) If we are going to lose the steel strike it could
be argued that a settlement would be easier to
defend attributing it to the declaration of the
Law Lords that the law of this country permits
every strike to be a general strike;

If the strike was out of the way discussion among
colleagues in seeking a realistic and much tougher

approach to T.U. reform might be easier.

arguments:

It would probably be represented as an important
defeat for the Government and a personal one for
the Prime Minister;

With the steel strike removed, it might be even
harder to impose an adequately tough reform of

the law upon an exultant trade union movement,

I would put forward the following tentative conclusions:

That we insist on the need to hear the House of Lords
el s iy

reasons before making final decisions;

That we use the interval to get clear advice from the

Law Officers, Parliamentary draftsmen as to the

legislative possibilities;

That we conduct a private opinion poll on attitudes

to the situation. I have draft questions available;

That we announce our objectives and our reasons for
wishing to hear the LJ;E;THEEEEEment on the present
state of the law in Ministerial broadcasts by the

Prime Minister making it quite plain that an "every

strike a general strike'" is not in our view a

/ tolerable




tolerable situation and making some clear and simple

points about the way the public is being exploited;

Such an approach shows respect for the Lords, gives

time for careful consideration, enables contingency

planning to be carried out, allows public opinion

to be both tested and to some extent formed, is not
easily shot down inside the Cabinet, and provides a
chance either to toughen the Prior Bill or to draft

a separate one.
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© DRAFT QUESTION LIST (Mot In Order)

Do you think that a Labour Government would have handled
this British Steel situation better or worse than the
Conservatives are doing 17 |

Labour would have done better
Labour would have been worse

- Would have been no different
Don't know A

— e L4 1 -

If the steel strike were to go on for another month or so
how much do you think it would affect your everyday life 7

Quite a lot
Not much
Not at all

Do you think that the courts and some of the judges are generally
biased against the Trade Unions or do you think they try and deal
with them as fairly as with everyone else ?

Biased
Fair
Don't know

Do you think that Trade Unionists should obey the Judges or the
Courts however strongly they may disagree with what they say, or
do you think that if they feel strongly they should go against
Court decisions ?

Should obey
Should go against
Don't know

If the Government were to bring in a new law quickly to prevent
secondary picketing do you think that this would be in the national
interest or do you think it would cause more problems than it is
worth 7 '

In national interest
Cause more problems
Don't know




Q |f the answer to the previous question is ''In the national interest"

How strongly do you feel that this would be in the national interest ?

Extremely strongly
Very strongly
Fairly strongly
Not very strongly
Don't know

@ It does not matter how you answered the previous question, would you please
say whether you believe the Government R

(3;;ﬂﬂd or should not introduce a a new law on Trade Union Reform quickly 7

Should
Should not
Don't know

- - PR ———— e

Which of these do you think is the best description of the
steel strike as it stands now ?

(a) It is mainly about political disagreement between
the Unions and Government

or (b) It is mainly about steel workers getting a reasonable
living wage from the British Steel Corporation.

a. Which of these statements do you think best expresses what the
Government is trying to do in the steel strike 1

. They don't care at all what happens

ii. They care more about having a showdown with Trade Unions
generally than they do about getting a fair settlement
in the steel strike

They really do care, but genuinely believe that it is up
to management and Unions to solve industrial disputes
like this

b. Which of these statements do you think best expresses the motives
of the Trade Unions 7

% The T.U.¢ is fighting a battle against the Conservative
Government and care more about this than they do about
getting a fair settlement in the steel strike

The T.U.'s is trying to get a settlement in the steel strike
and cares more about this than it does about the political
situation.




Q. At present groups of workers who are not on strike can "Black !

READ OUT : (That is gtop goods moving in order to help workers who
are on strike ) Do you think that the Governmnent should introduce
legislation to stop this or do you think that it would cause too many
problems?

Should introduce
Would cause too many problems
Dont know

~FF "' SHOULD INTRODUCE'!

- Q. How important do you think it is that the Government should do this ?

Extremely important
Very important
Fairly important
Not very important
Don't know

ASK ALL

Do you think that to introduce a law to prevent blacking would be ‘in the
national interest or do yau think that it would cause more problems than it is
worth

In National interest

More problems than it is worth.

Don't know

Q. Do you think that there should be a law or not to stop strikes in a firm

when theionly reason for them is to try and help other strikers in other
firms or industries ?

Should
Should not
Don't know.

ASK ALLL SAYING ''SHOULD"

Q. Do you think the Government ought to introduce such a law quickly, or
do you feel that they ought to take their time ?

Quickly

Take their time

Dont know

ASK ALL.

Q. Do you think that firms who face losses because of action by strikers

who have no dispute with those firms should or should not be allowed by law to
sue the Unions involved in the strike action ?

Should
Should not
Don't know
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Some people have said that the right to sfrike-without previously
having had a ballot should be restricted just to workers who are
in dispute with their employers. Do you agree or disagree with
this ? T At I IR e I A o

|

Agree i3
. Disagree
Don't know

— e Py oo

Thinking about the present steel workers strike, which one of
these groups do you think is most to blame for it ?

The steel workers

The steel Trades Unions

Mrs. Thatcher and her Cabinet
British Steel Corporation management
The TUuC i

The CBI

The Civil Service

None of these

Don't know

Which of these groups do you think should be doing most to try to
settle the steel workers strike ?

The steel workers themselves

The steel Trades Union leaders

Mrs. Thatcher and her Cabinet

British Steel Corporation management

The TUC

The Advisory, Concilliation and
Arbitration Service (ACAS)

The CBI

None of these

Don't know

In its attitude to the steel strike is the Government being
too tough,too weak or about right ?

Too tough
Too weak
About right

If the Government were to introduce laws very quickly to deal with
some of the strike problems would you be inclined to see this as :

(a) A firm step to deal with a serious problem

(b) A sign of weakness because they haven't been able to solve
the problems by means other than laws.

(c) Just a political move to try and harm the Trade Union movement.




Q. | am going to read you some statements which people have made about the current
industrial situation. For each on could you tell me whether on the whole you
agree or disagree with it. | |

1. On the whole the Conservative Government this year have a better record in
dealing with strikes than the Labour Government did last year.

2. The higher the pay rises the steel workers get this year, the more the redund-
ancies will have to be in the long run. A Palkh - | | .

3. Bt @ lthougk Ehere have been Some .s_b:-.u,e§ b,‘k_lls, Wiaber | S
hat been npbhiey Lile-ms " bad go lack winter

. The steel workers pay rise has got to be earned by increased productivity.

oy

5. There will be a lot more strikes before the winter is over

6. |f the B.S.C. Management had handled the situation better there would have been
no strike. ' ' ; ! ' | ' '

7. It is time for the Government to take firm action to deal with strikes

8. However annoyed the steel-workers are by the BSC attitude, they should still put
the good of the Country first. .

9. If the Government tries to take firm action'on strikes it will lead to more
trouble than people are prepared to accept.

10 It is time for the Government to take firm action to deal with strikes.
11 What~the Country needs quickly is new laws to deal with the Trade Unions

12 No matter what the Conservative Government does we will have trouble with
the Unions.

13 Even if there were a Labour Government we would still have trouble with the
Unions.

Q. Which of these statements is closest to your own view 7

The Government should move more slowly on Trade Union reform, because
if they move quickly it will cause a lot of disputes,

OR.

It is important for the Government to introduce Trade Union Law
Reform quickly, even if this means trouble with the Unions

OR

The Government should not introduce Trade Union Law Reform at all.




.Q. Do you think that the Governm ent shghld pay more tg strikers to prevent
strikes now, despite what it might cost, - | -

Or do you-thihk that the Government should stand firm and make sure that
strikers are not paid more than what they are being offered:

Q. Do you think that it would be in the National interest for the Government

a) To drop alllits proposals for f;de Union Reform.
OR b) To press ahead with its proposals for legislation outlined in the mani festo
OR c¢) To speed up the legislation it proposed to deal with the main problems
we have faced this winter. |

Q. Do you think that a Labour Government would have handled the problems this winter
better than the Conservatives are doing ? |

Would have handled better.
Would not have handled better
Would have been no differentt
Dont know.
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~PRIME MINISTER { c. Mr. Wolfson

Mr. Ingham

Steel Negotiations

I have had the following report from Solly Gross on yesterday's

steel negotiations.

As the press have reported, the talks went off very smoothly:
both sides were polite and made it clear that they did not want

another breakdown.

They discussed the unions' proposal for a central agreement.
This agreement would be considerably less stringent in terms of
de-manning and productivity than the so-called '"agreement 6b"
which the craftsmen accepted earlier in the dispute. Scholey has
told Solly that BSC are prepared to move a little towards the union
side on this; but they would not be willing to go anywhere near

accepting their proposed agreement in full.

Scholey is not very optimistic about reaching a settlement
in this round of talks. This is partly because he does not believe
the unions will move far enough on the central agreement, and partly
because they are asking for another 4 per cent in return for
negotiating as a joint body - and Bill Sirs, at least, does not look
like coming off this. If the talks do break down, BSC's preference

would be to go for a second ballot rather than to arbitration.

e ————————— ———— " ]

The Electoral Reform Society have now said they would be prepared
to run a secondmpg;lqihjgx_§§0: earlier, they had said that they

would only_aéFit at the behest of the unions. On the strength of
the first ballot, and with what looks like mounting grass roots

pressure against the strike, a second ballot could well succeed.

£

11 March 1980
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. STEEL AND THE EUROPEAN SOCIAL FUID
BACKGROUID - ANNEX A

Line to Take (if raised)

'he Social Fund provides assistance for trailning, retraining and
resettlement of unemployed workers generally. It does not provide

for specific help to steel workers. Stcel closure areas benefit

from the general allocations made from the Fund's resources to schemes
of the Manpower Services Commission and Department of Employment such

as the Training Opportunities Scheme and the Employment Transfer Scheme.

In addition to these general measures, am application has been submitted

d
o the Fund by British Steel Corporation (Industry) Ltd for 24 million pouncs

assistacce. This application is for assistance towards the retraining

of unemployed persons in areas affected by steel plant closures. The

application is provisional (and is being discussed with he European Commission
L

on that basis) pending decisions abo the details of the scheme and the

public authority share of the funding.

[
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NOTE FFOR THE RECORD OF A MEETING BIETWEEN SECRETARY OIF STATE AND
MISSTONER VREDELING = 7 MARCH 1580

Sccercetary of State Commissioncr Vredeling
Lord Gowric ’ Mr Tak

Mr Moorc Another Official

Myr Buteher

Mr Dykes

Mr Murray (DI)

Mr Hardmnan

Present :

1 The Scc:cirw“'caf State welcomed Commissioner Vredeling, and

said he was rclad to have this opportunity of discus sing current

jesues in the employment and social policy field.
SPRECIAL MEASURES FOR STEEL (AND SHIPBUILDING)

2 Conmissioner Vredeling said that he had met Adam Butler on

£t

4 March, and Len }Murray and David Lca on 6 Mareh. These meectings

had provided a valuable opportunity of going over the igsues involved
Pechnically the Commission's role was passive at this stagc,.whilo
detailed talks took place about the form for possible schienes of
assistance. There_had been misunderstanding about 1lhe social proposals
for steecl which had become wrongly associated with the Community
debate on Worksharing. The proposals had been aimed primarily at
giving the industry time to adapt. le recognised that the UK position
was comnlicated by differences in orcanisation, structurcs and
financing comparcd to the steel industiry in other member states é"thcq
guestion of the availability of matching support from kuropcan
Commﬁnity funds for BSC pension arrangementis was a casc in point_7.

in other countries it had proved possible to provide support from
Furopean Community funds to help to maintain carnings levels during

periods of re-training and adaption to new skills - in lLu CCHbure .

L4 S

fw'm\—

for cxample, steel workers had not always Leen made rcdundant and man
had relained their employment links but had been transferrec Lo othesr
cometlimes at lower pay rates. " Eurcopcan Community funds
cd their carnings levels during this process. Also, in the
~ancements for gunaranlecc ]éuy meant i )& 't workers on Slmn*t—{izne
L not get less Lhai iy J0-hr rate while

ot

voduciion of pay. 7This had
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Q!Q:EMropean Communitf to give assistance in maintaining carnings
jevels above the short-time working level (thus encouraging this
form of workshhring) — but this model was not available in the
conltext of current UK arrangements. However, despite thesc problems,
he was hopeful that arrangements could be worked out to cnable the
Furopcan Community to assist the UK in cfforts to allow workers made

redundant to adapt to new skills and diffcrent forms of cmployment.

3 The Secretary of State wondered if the Commission was confident

that the neccessary funds could be made available for any speccial

measuires?

4 Commissioner Vredeling said that there were problems, and the
original proposal for 100 MUA had been modified to provide 50 MUA

OVEer o Yyears. " lle felt confident, however, that tihis proposal would
gel through the budgetary process. Ilc recognised 1t was specially
important to get Irench agreement and he would be approaching them.

@

O The Scerectary of State said that he was, of course, cancerned

to ensurce that ithe UK obtaincd a substantial sharc of any funds

avarlable.

6 Commissioner Vredeling said that he could not give any firm

cormitment, and it was important that the UK appreciated that benefits
could come over 3 yecars — and would notl nccessarily be concentratved

in the first year. A lot  depended on the age profile of the workforce
in member states il carly retircment was to be supported. Len Murray

had pointed out that it would be an anomaly if early retirement was

9
L Y

cncouraged at the same time as systcmatic overtime working continued
Assistance under Article 96 would be subject to discretionary
distribution rules laid down by the Commission, and such rules could
take account of the circumstances and nceds of the Uk. Such assistance

was to be preferred to funds under Article 56, where the money was

available for all eligible applicants — possibly cven profitable plants

which had 1o real neced for assistance to cushion an eyl tabhle
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7 Lord Gowric said that he hoped that the Commission might be

z.e to provide some special assistance for yocung pcople in arcas
like South Wales which were likely to be particularly badly affected
by stecel clogu;cs and loss of job opportunities.We had so far not
persuaded the Commission 1o provice help for them under the Europesn

Social Fund. It was important that some way should be Forindisin e Epihig

them.

8 Commissioner \lodolan said he was aware of the problems which

had affectced Luropean Comnunity ci&,:‘:;l stance to certain geographical
arcas of the UK duc to technical JQQUO” related to the available
cn‘.p]_oymcnt statisties and the UK ]mttern of assistance to Young
pcople up to 19 ycars through "pational' rather than "regional" youth
aid programmecs. Of coursce he had to beware of crcating precedents
that might help South Wales today, but would lcad to similar claims
from other regions (eg Lorrainc, South Jtaly) tomorrow. In answer to
a question he was hopeful that the next relevant meeting of the Socizal
Fund Committece (June 1980) would be able to usc statistics updated

from national sources which might belp applications for VWales.

9 The Sceretary of State said that he hoped that the LKuropcan

Community might be able to provide funds to help. with redundancies in
the shipbuilding industry as this was a problem likely to loom larce

i the future.

10 Commissioner Vredeling said that talks werc 17 Progress onour

application to the Social I'und from DBri itish Snl])hm]dcls but that there

was still some considerable way to go in formulating special mcasures
for this indusiry.

i In discussion it was noted that a full consideration of the best
way of assisting workers in the UK steel industry would have to awaitl
the end of the present strike, when the detad closure

programme would be more clearly establishced.
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oul that the record of the UK in achicving equal pay and cqual
»catment forr women was as good or better than that of other
countrics which werec not being thrcatened with infringement proceecdings.
In addition, the Inﬂmliciigf;;iverxlnf the Commission to the affair
was creating problems for the government because it was stimulating

groups to publicly demand legislation changes wherel vin peality,

these were not nccessary and might prove very disruptive.

13 - Commissioner Vredeling said that he appreciated much of what

Lord Gowrice liadlsaicl, but thie Cemmission had te-fulfil 1ts technical
duty, and the issuec of the form of domestic legislation and its rclation
on ihe terms of the Dircctive was basically a legal question. In

these circumstances there was little he could say about the prospects

for action against the UK in the Puropean Court .of Justice.
5th DIRECEIVIE/INFORMATION FROM MULTI-RATIONAL COMPANIES

The Sceretary of State asked about progress on these issucs.

15 Commissioner Vredeling said that a priority as far as he wvas

concerncd lay in a Commission initiative on the issuc of the provision
of information to cmployeces of multi-national companics. le though
there was a genuine casc to be made out for pro§iding cmployces with
the right to obtain information firom the HQ of a multi-national
enterprise in which they were cmployed. le fully recognised the

neced to adapt any Commission initiatives to the circumstances and
patterns of employce participation in the various member countrics

of ihe Community. lle cited the informal and private views of Philips,
who had supportecd the concept, while suggesting that there was also

a nced for unions to make clecar ithe use to which any information

ohtained would be put.

16 The Secretary ol State satd he was elad te hear that the

— -

Commission appreciated the need for flexiba ldty .« and hehstressed s
concern that the flow of investment into the UK by multi-national-
companics should not he diminished by the imposition of undue burdens

b
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Turning to the issue of the oth Directive, the Secretary of Siate

caid that he had heard that the Legal Comnittece of the BEuropcan
Par-liament was about to produce a rcport vhiclhi suggested a much
better arrangement for encouraging cmn)loycc participation than the
rigid and unrcalistic Sth Dircctive itself. Ifrom what he had heard
of the report, he felt that the UK would be able to support its

recommnendations.

18 Comncm oncr Vredeling said that this subject was the responsi-

bilitytiofl drits colleague Viscount Davignon, but he would pass on to

him the Scerctary of State's comments.

VENICE CONIFERENCE

19 Commissioner Vredeling rcported the Germans had now agreed,albeit

relnetantly. lo a joint meetins between Financeand Employmont Ministers
as part of the informal meeting to be held by the Italians in Venice.
Signor Scotti had found some other reservations bul he was hopoful
that the meeting might take place around 16 May. The subgcct woul d

he discuseedd at the Iwauce Council later this month.

AN

.

20 In conclusion, the Sccretary of State thanked Commissioncer

Vrcdeling, and said that he looked forword to mecling him again.

Priaivate Office : ANDRIEW THARDMAN
(o March 1980
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THR EyROPEAN SOCIAL FUND

e e . e —— ——

-~

1. Object of the Fund: The Furopcan Social Fund is a&n employment

fund. It may grant assistance to schemes of trannlng, re-training

ond recettlement to help mainly the unemployed.

5>, low the Fund works: Therce are no nalional guotes under the Social

Fund. Member States submit applications 'nlch assuming they are eligible
under the Fund's Regulations, are judged accdrding to a pre-determined set
of guidelines which enable the applicaticue to be ranked in an order of

priority. The guidelines arc necessary because eligible applications

excecd the Fund's budget.

% . To be eligible for assistance from the Fund, a scheme must have

{financial support from & public authority. In the case of a scheme run
by a public authority, ihe Fund can meet up to half the cost of a project.
In the case oi a scheme run by & private orgenisation, the Fund may match
the public authority support. In Northern Treland, and a few regions of

similarly serious unemployment in other member states the amount,of assist-

ance cz2lculated on these criteria is increased by 10 per cent, . i.e. ‘dor
tne most part Northern Ireland schemes earn 2 55% contribution from the

Fund.

.zsures assisted by the Fund: The Fund ouerates under two main

The Article Ut budget as pd“tlcular groups of workers with

difficulties in the labour market. The groups at present assisted
ants, women, iorner acricultural workers, and workers

—

The Article 5 budget is mainly reserved

for schemes to help workers from regions ci high LWﬂrnloyrent (at least
hal{ the Fund's total budzet must go to such schemes). Tnese regilons are
in practice those eligible for Lol & i stance - 1T the UK

csisted Areas. HNote that inough tr

provision for ctepll wornersa, bigh pelority
vorkers Pin regions and &reas gleaglie 1
erjovs ~udust

mound Ly neolicues
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Fund has averaged 273.3%2% since accession.

6. . UK Benefit from the Fund: In 1979 the UK was allocatled £1350 mn.

from the Fund (26% of the budget). A summary of the main headings

sncluded over £21 m. for Training Cpportunities Scheme (TOPS) training.
Over 90% of the UK's allocations are for measurcs run by central
government départmcnts and agencies. Applications from local authorities,
private and voluntary organisations, are also received, though on a

relatively smzll scale in view of the conditions of eligibility required,

notably the need for a financial contribution from a public authority.

‘7. Social Fund Help for Steel Closure Areas: Steel closure areas

benefit from the Fund through the general allocations made to MSC

and Department of Employment Schemes like TOPS, Employment Transfer

Scheme, etc.

8. 1In addition to these general measures, an application has been sub-
mitted to the Fund by British Steel Corporation (Industry) Ltd for

2l m. assistance. This application is for assistance towards the

Ca

s

retraining of unecrployed percons i1 arecas aifected by steel plant
closures. The application is provisional, pending decisions about

the detzils of the scheme and the public authority srars of the.funding,
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STEEL STRIKE : 19th REPORT OF THE INTERDEPARTMENTAL
CONTINGENCY GROUP

This report summarises the position on 7 March.
BSC

2 A1l the unions concerned in the steel strike met on
Wednesday, 5 March and formed a joint industry committee

to draw up a new proposal for a settlement and to pursue
negotiations With the BSC during the present dispute.

The Corporation have long hoped Tor jolnt negotiations

with all the unions and have welcomed this as a significant
move. mMurther negotiations between the Corporation and the
unions are now expected to start next Monday, but it is not
clear whether the new propoégfé represent any narrowing of
the gap on productivity. The result of the management's
ballot should be known on Monday. T —

3 In the meantime the unions have called for an intensi-
fication of the strike; in particular the TGWU have
repeated their instruction to lorry drivers not to cross
picket lines, and dock workers not to move imported steel
from the ‘docks. There is still no evidence that this has
produced any significant changes affecting steel movements;
one would have expected signs by now if the instructions
were meant to be more than presentational - the price, it
is thought, to thé ISTC for forming the joint committee.

e

e —

Private Sector Producers

A Over 90% of the private sector companies are now back
in production and making deliveries, including a large
proportion of the re-rolling plants covered by the

idland Wages Board, whose pay negotiations are currently
in abeyance. Resumption of the negotiations is conditional
on 2 TuIT return to work at all the plants concerned. The
remaining steelmaking plant o strike in the Midlands,
Patent Shaft, which is due to close permanently in June, 1S
now expected to resume production next Monday. There 1s no
news yet of a returli to Work at the Alpha Steel plant in
Newport. There has been light pickefing at some works but
no tHterference with workers reporting for work, or with
steel movements.

Steel Supplies and Transport

5 Supplies of steel from the private sector are continuing
to increase and, despite the imbalance in some steel products,
this will assist in particular the endurance of the drop
forging (eg components) and engineering sectors. Picketing
of steel stockholders has eased in many parts of the country,
and good deliveries are being made to users from most stock-
holders, with the exception of Wales and some parts of

CONFIDENTIAL
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Scotland. Stocks are runmning low at some stockholders
but the National Association of Steel Stockholders
believe that the resumption of private sector deliveries
and continuing imports will substantially replenish these.
There 1s no change to report on the movement ot steel.
Identification 1n the press today of specific ports of
entry for imported supplies could lead to more determined
and effective picketing.

Effects on Steel Users

6 This week's survey by the Business Statistics Office
shows that overall manufacturing production in week ending
21 March was 95% of normal (just over 97% if BSC production
loss is deducted), similar to the previous week. The metal-
using sector production continued its gradual fall to a

level 3% below normal (1% lower than the previous week),
reflec¥ing the drop in production in shipbuilding, tinplate
cans, drop forgings and the automotive sectors. Estimates
for this week are that, with the resumed production and
deliveries from the private sector steel companies and the
continuing flow of steel Trom stockholders and direct imports,
overall manufacturing production will again be about 95%

of normal. A press report suggesting that companies 1n
Scotland have been particularly adversely affected is not
borne out by our regional information.

-

7 Additional layoffs continue on a limited scale, mainly
in the food camning sector. It is difficult to make a
reliable estimate of the total number of people laid off
as a direct result of the strike, because some sectors are
also affected by reduced demand for their products. Lower
demand has also produced some short—time working, par-
ticularly in companies supplying the automotive sector.
However, reports from the Regions and the Business Statistics
Office survey indicate total layoffs of up to 30,000, most
of them in road haulage, tinplate can production and food
canning. - —a—
8 In the automotive sector, British ILeyland still expect
to be able to continue their planned reduced level of car
production until 14 March, but thereafter production of
some Allegros and Minis is likely to be stopped. MNarina
and Sherpa productidm could be arrected rrom 21 March,
whilst other models are secure for steel supplies until
the end of the month. In the case of commercial vehicles,
some heavy trucks are continuing to be produced short of
certain components but the range of vehicles produced will
be maintained at least until 14 March, except for one type
of van produced at Bathgate.

e

-
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9 The other automotive companies now expect to
continue planned car production for at least the next
two weeks, though component shortages are beginning to
affect the production rate at Vauxhall.

10 In the tinplate can and food camning sectors, the
production of cans at Metal Box will remain low throughout
March, and the food-camning sector is expressing anxiety
about their inability to maintain full production of

peas, beans and pet foods. Inevitably there is some
speculation about imminent shortages of these products,
but MAFF remains satisfied about the overall tinned food

supply situation.

Financial Effects of the Strike

11 There is evidence that, as a result of the general
economic situation, pressure on companies' short—term
liguidity is increasing, but the Bank of England have no
reports that companies generally are seeking additional

finance from the Banks as a2 result oT Lhe steel strike.
e — .

Attitudes

12 The threat of a general stoppage in Wales, at one time
announced for 10 March, seems to have petered out for the

moment, but the continuation of tough picketing in some
places is indicative of a persistent militancy and
impatience.

Department of Industry
7 March 1930
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PS/Mr Marshall
PS/Sir Peter Carey
Iir Ridley Dep Sec
Ir Murray 153

Mr Long IS(Tech)

STEEL DISPUTE: PRESENT POSITION

As requested by the Secretary of State, I spoke to IIr Scholey
yesterday and to Dr Grieves today about contingency planning
on arbitration and/or mediation. They told me they had given
considerable thought to the drafting of proposed terms of
reference, which would certainly include reference to the
ability of the Corporation to pay, ie their 1inabilility to pay
wage increases that were not self-funding. On the selection
of a mediator or arbitrator it appeared that they had not so
far given much thought to individuals whom they might propose.
Dr Grieves said that, in the first instance, he would be
content to consider the ACAS list., I noted that this might
include some figures traditionally given to "splitting the
difference", I fed in the names we had discussed -

Dr Atterton, IMr Edmund Dell and Sir Richard Way. Dr Grieves
thought that Sir Richard Way would no longer be acceptable to
Iir Hector Smith because of his recommendations on the Llanwern
disSpute.

2 Monday 's resumed negotiations start at 2.30 pm.

Dr Grieves said that BSC had not received a copy of the

new draft central agreement that had been drawn up by the
Unions in concert and, on past form, did not expect to
receive it much before the start of Monday's meeting. For
this reason BSC were planning to adopt a largely passive role,
ie listen to what the Unions had to say. Dr Grieves was trying
to get in touch with Mr Sirs today to seek advance agreement
that Monday's session should adjourn at 6 pm or so,so that
BSC could then go away and assess the value in self-financing
terms of the proposed agreement. It looks therefore as
though Monday's session will be of a preliminary nature, to
be followed by more detailed negotiations at a subsequent
meeting.

bq

S Jd GROSS

Hd IS Division
8l6 Ashdown House
212 8705

7 March 1980
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REMEDIAL MEASURES FOR AREAS AFFECTED BY STEEL RUNDOWNS

letter of February which have a bearing on public expenditure

and an early announcement on measures to help Consett and
Scunthorpe.

Geoffrey Hégglhas asked me to reply now to the points in your

Since Nick Edwards has already announced a package of infrastructure
measures in South Wales I recognise that some early announcement

may be unavoidable for the English areas as well. I am sure you

are right to exclude from this any question of enhancing assisted
area status (which is not an option for Consett because it is
already a Special Development Area). I do not think that there
should be any soundings with the European Commission until the

steel strike is out of the way. '

There are wider issues concerning our approach to remedial measures
generally, and the need to rely as far as possible on the private
sector to provide more productive jobs in expanding industries.

I am not covering these aspects in this letter and Geoffrey Howe
may wish to write later.

For the remedial measures discussed in the report by officials

I endorse the position taken by the Treasury representative that
any expenditure should be contained within Departments' existing
allocations (Summary Chapter 8, paragraph 1). Since we have now
agreed these allocations in our expenditure plans to be published
later this month I am sympathetic to measures to help Consett and
Scunthorpe to the extent that they can be met within the public
expenditure White Paper totals. But I cannot see my way to author-
ising any claims on the Contingency Reserve for this purpose.

So I am very grateful to you for agreeing that a five-year programme
of providing advance factory premises in Consett and Scunthorpe
costing £19 million at 1980 Survey prices will be finanTe& within
your programme totals. I very much agree with your approach that the
amount of vacant space available at any one time should be limited.
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The private institutions may be very reluctant to finance speculative
building in places like Consett. It would make a bad situation
worse if we use the taxpayer's money to build factories which we

can neither sell nor let.

I am also grateful to you for agreeing to accommodate any extra
expenditure on regional selective assistance within your programme.
I must ask for a similar assurance from Nick Edwards for South Wales.
I agreed to a special addition to Welsh programmes for part of the
£48 million package (1980 Survey prices), and this is incorporated
in the forthcoming White Paper. I did this because of the concen-
tration of the steel problem in South Wales, the inadequate size
of the Welsh Development Agency's budget for a problem of this
magnitude and the substantial reductions Nick Edwards was prepared
to make on his water programme to limit the extra cost. I cannot
go further than this. '

I share your hope that Michael Heseltine and Jim Prior will be able
to endorse the proposals for derelict land clearance at Consett and
for expenditure on mobility and training. Expenditures of £1-2
million a year on each of these purposes are not easy to finance at
a time of general public expenditure stringency, and may need some
adjustment of priorities, both for derelict land and other DOE
expenditures and within the grant-in-aid of the Manpower Services
Commission. For these items too I could not support a claim on the
Contingency Reserve.

You will no doubt consult me on the content and timing of the proposed
public announcement. The crucial point for me will be a clear
statement that we are making provision for all the proposed measures
within the agreed programme totals to be published on Budget Day.

If Jim Prior agrees we might be able to pick out the proposal to
extend small business training in these rundown areas in the announce-
ment, to demonstrate our faith in new enterprise. I hope too that

any references to advance factory building could emphasise the im-
portance of premises for small firms at the cheaper end of the market
as well as our policy of encouraging private sector involvement in
speculative factory provision.

I am sending copies of this letter to members of the Cabinet and
E Committee, and also to Sir Robert Armstrong.

\’(/om S’\'Lcmﬂv\
Ao Rz

JOHN BIFFEN

[ Approved by the Chief Secretary
and signed in his absence]
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Ref. AO01614

MR. LANKESTFER

Nationalised Industries' ¥FIis for 1672-80C and 1980-81

You asked for advice on the minute from the Chief Secretary dated 4th March
in which he asks for very urgent decisions about the EFLs for the BSC and the
electricity supply industry in England and Wales both for 1979-80 and 1980-81. He

needs certainty about the figures because they will be published on Budgsat Day.
& The recommendations about ¥FLs for the BSC are probakly inescapable.

\.
by
-

They represesnt a simple transfer of expenditure from one year to the next brought
about by the steel strike, The problem is presentational rather than real - with a
danger of misrepresentation on tha 1980-8! figures 2zainst the background of the
Government's firm adherence to £450 million for that year. But the presenta-
tional difficulties are not insuperabis,

3. The EFL for the eloctricity supply industry in Pngland and Wales presents
a different problem. Here we are talking about real ovarruns and corrective
action. You will recall that when E Committee discussed this subject on
26th February (F(80) 8th Meeting, Itam 3) they agreed that the alectricity industry's
EFL for 1979-80 should be held at £200 million with a deferment of about
2100 million of expenditure from 197980 into 1980-81. The Chief Secretary is now
offering to absorb the greater part of the overrun into the 197980 figure (no doubt
making use of the underzpend on BSC a2s an offsatting factor). In ths circum-
stances there is no need to object te this action - which indeed is helpful. But
even without a carry-forward ths electricity industry is heading for a substantial
overspend iu 1980-81, the full details of which are set out in Mr. Howell's leiter to
the Chief Secratary of 29th February.

4. The essential problem is this: a figure for clactricity in 1980-81 must be
published in the White Paper (Table 3.4 of the present draft) - and the White Paper
goes to Press this week. Quite apart from publication problems, however, the
Chancellor needs to know the number as part of his Budget arithmetic. The Chief

Secretary suggests sticking to £187 million and accepting the conseguences {which
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gould include a 10 per cent price increase from July rather than the 5 per cent
increass in October which Ministers have already agread). The alternative would
be to decide now on a different number. But this is neither practicable in the
timescale nor sensible, given that the actual means by which the electricity
industry would comply with the EFL have still to be argued through. In the
circumstances the best course might be tc agree to the maintenance of the preseut
limit but expressiy to reserve decisions on how to achieve it for the time being.
¥ven a price increase as early as July doss not need feeding into the consultative
machinery before April or May and the Prime Minister would, I am sure, prefer
to be able to take into account as well the work she has commisgsioned from the
CPRS on electricity investment. It is of course also possible that at the end of the
day Ministers mighnt find that the most convenient package of measures also
invoived some adjustment of the industry's FFL (if necessary at the expense of the
Contingency Reserve) - but this too is for the future.

5.  If the Prime Minikter agreea, the best course might be:=

(a) To endorse Mr, Biffen's and Sir Keith Joseph's suggestions on the BSC's

EFLs.

10 endorse the proposed arrangament for the. 1979-60 EF L {for the

electricity supply industry in ¥ngland and Wales as proposed by
Mr. Biffen,

‘Yo endorse the electricity indusiry's present EF L for 1980-81 for
publication in the expenditure White Paper and to commission Mr. Howell
to bring a full paper and recommendations on the ways in which the
electiricity industry might live within this EFL to E Committee immediately

after the Faster Recess,

ROBERT ARMSTRONG

ROBFRT ARMSTRONGC

bth March, 1960
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ABCC NATIONAL COUNCIL DISCUSSES STEEL STRIKE AND EMPLOYMENT BILL

iz

At its meeting today (5 March) the National Council of the Association of British f17

Chambers of Commerce gave further consideration to the steel strike situation and

to the Employment Bill,

Notwithstanding the long term damage that the steel strike will inflict upon

industry, Council was unanimous in the view that far greater damage would be

caused to the economy if the union demands were conceded. These would mean even

—

_——-‘-‘-—-—-—-— T ——
higher subsidies from the taxpayer to steelworkers, whose earnings were already
well above the national average and who had the opportunity of earning
substantially more by greater productivity. Council reiterated its opposition to

any interference by Government.

On the Employment Bill, Council reaffirmed its objection to the extent of the
immunity given to members of trade unions who took part in industrial action

which caused severe damage to innocent parties.
In particular:

(a) it urged that breaches of the law, as amended by the Employment Bill, should
give those damaged a right of action against unions and their funds for acts
done by their officials or by their members, unless the union could show
that it had used its best endeavours to prevent such breaches;

(b) it strongly objected to all forms of “legalised” secondary action and would
be putting forward representations on this when the Green Paper on trade
union immunities was published. If it is no longer practicable to effect
such changes in the present Employment Bill, amendments must be made to the
proposals in the Government's Working Paper on secondary action. The
principal one is that immunity in the case of ' blacking K or other forms of
"secondary” action causing breaches of a commercial contract of a first
)( supplier or customer should be strictly limited to contracts with a party to
\l{the industrial dispute.

F
For further information please contact Lynn Howarth on: J“ Jnd (V)

Office: (01) 240 5831 Home: (01) 653 8421 - L«ﬂaﬂm\w ﬁ/ﬂf

[ r

THE ASSOCIATION OF BRITISH CHAMBERS OF COMMERCE, SOVEREIGN HOUSE, 212-224 SHAFTESBURY AVENUE, LONDON WC2H 8EB
Company Limited by Guarantee Telephone: 01-240 5831/6 Registered in England No 9635
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cc Mr. Whitmore —

Mr. Lanke tgp//'

PRIME MINISTER

British Steel

Mr. Wyatt telephoned to say that
Bill Sirs had told him that the various
negotiating bodies of all unions concerned
have decided to come together to make a
common approach to British Steel. They are
having meetings about it today and will
shortly be in touch with BSC.

British Steel feel there is a little

bit of co-operation from the blastfurnacemen.

CAROLINE STEPHENS

5 March 19880




CONFIDENTIAL
NOTE FOR THE RECORD

The Secretary of State met Sir John Greenborough ang HeNBriign
Rigby at 3.00 pm on Tuesday 4 March in his Room in the House
to discuss the steel strike. The Secretary of State told

gir John that it was a great help to the Government that

broadly it had CBlﬁggprrt for the principle that the Taxpayer
should not have ﬁe.pay §%ople‘s salaries in nationalised
industries, particularly where they were bankrupt and the
workforce had the opportunity to earn pay rises through higher
productivity. Of course nothing was ever tidy and there was no
clear coherence in the Government's position; there was an
obvious contrast with the coalminers and the waterworkers.
However it was a comfort to the Government that tThere were no
voices from the CBI as yet, wanting a settlement at all costs.
He was also grateful +to the CBI for keeping him in touch with
the endurance of industry during the strike; it appeared that
the position on this was much as it had been when the strike

began. Sir John Greenborough said that there had been total

support for the Government's position at the last Council meet =1g.
As to endurance, the position the last time the CBI had reviewed
the situation seemed a little better than it had been in the
previous week. In a way this was not surprising with the private
sector returning to work. DBritish management was oftfen criticised

but it had shown aﬂlet of ingenuity by swepp:ng,angelmﬁorbs,

stoekholders and the prlvete sectof to amelloldte the pO%lthﬂ

Of course lack of demand was also e_factor. However, there wers

B

a number of mleﬁatches and Metal Box looked 1ncre851ngly

- D - = = I ——— - —— R

——

vulnerable.
- =)

2 The Secretary of State went on to say that he really wanted

to focus on the following question. He could not predict when
the strike would end and had to assume that it could go on for
many more weeks. During that period the climate might change
and it might be that there would be increasing pressure on the
Government from industry for a settlement of the strike. He
wanted to see this pressure deflected towards the trade unions
and could not be expected to cave in as soon as some firms

faced real trouble. Sir John Greenborough said that he thougiad

there would be a mixed bag of reactions when the position got

wérse. In 4 weeks time there were a number of firms who would

/DroDADILY e
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probably make harsh statements about the handling of the strike.
But there was also likely to be a feeling, pafticularly in view
of the experience of the engineering strike, that industry had
managed to withstand the strike for % months and would throw
away the benefits of that by urging a premature settlement.
Moreover the pressures were nelther universal nor immediate,
they focussed more on the longer tcrm future for individual
companies. A number of them would undoubtedly be operating on
a completely cash basis as Tthe strike bit harder. In his view
the strike would cause extreme discomfort but did not amount to
the death penulty for industry. Mr Rigby said that the strike

was likely to hurt most at the heart of the traditional engineering
industry but his guess was that in 4 weeks time there was more
likely to be criticism of the parties to the strike for showing

intransigence rather than of the Government. The Secretary of

State said that he hoped insofar as the CBIL's members would take
guidance, the CBI might suggest to them that they should ask
their trade unions to put pressure on the steel -trade unions

whose actions would be Jeopsrdising their jobs.
J !t

5 The Secretary of State and Sir John Greenborough agreed to
keep in close touch over the next % - 4 weeks about progress
on the strike and Sir John Greenborough said that he would speak

personally to the Secretary of State if there was a clear change
in the attitude of his members.
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PRIME MINISTER

NATTONALISED INDUSTRIES' EFL FOR 1§79-80 AND 1980-81

You will have seen Keith Joseph's letter to Geoffrey Howe of 4 March
about BSC's inability to pay 1979-80 bills worth about £150 million
until 1980-81. You will also have seen David Howell's letter of

'___,.-n---—--r-,_,_"

TN
(29/ February about the electricity industry's EFL for 1980-51.

There seems no defensible alternative to allowing BSC in these
exceptional circumstances to transfer £150 million of its EFL for
1979-80 to 1980*81; though I agree with helth thﬁt we shoﬁldﬂpresent
tﬁig ;eparately from the existing 1980-81 EFL of £450 million. The
consequent increase in public exponditure (a*iit£ié zver £100 million

in Survey prices) makes it even more important to avoid any pithien

increases in EFLs for 1680-81.

T also think we need to reconsider the decisions we took on

clcctrlclty at E Committee last week in view of the new information.
’ =

Aq I understand it, David Howell is in effect saying that if we

force the electricity industry to defer FlOﬂ MJ]]lOH of its payments

B
 a

from this year to 1980 81, which is the effect of limiting the

1nc1ease 1n thls year S EFL to £°OO mllllon he can see no acceptable

W made to
stick. In all the c1lcuﬁ;tances T would now be ready to drop all
bh%_kﬁo million of the proposed deferment, provided that the
electricity industry agrees on the basis set out below to take steps

to live with the EFL for 1980-81. The electricity increase this

CONFIDENTIAL
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vear would then be £280 million (before allowing for the further
losses from the steéi.étrike mentioned at the end of Davids's

letter which might bring the total to around £300 million). I think
we must accept that the industry would on current assumptions need

td raise prices in July by about 10 per cent as a minimum in order

to achieve the first stage of its financial target and to reduce its
capital expenditure by the means David mentions which add up about
£40 million. The industry would still be left with about £40 million

to absorb next yvear to remain within the agreed EFL of £187 million

for 1980-81.

Now that the electricity story is in the public domain I think we
should be ready to publish the electricity figure for 1979-80 in the
White Paper at the same time as we publish BSC's transfer OE-£l5O
million from 1979-80 to 1980-81. Given the publicity on electricity
it would be diffiﬁﬁzt to defend 1eaving the present unrealistic figure
in the White Paper. We can leave the question whether there should

be a'éépgraf% announcement on electricity before the Budget until we

see when the steel strike comes to an end, unless of course, the

weekend Press reports mean that we can make an announcement now.

The timetable for the White Paper is now very tight and I propose to
make the changes proposed above unless 1 hear to the contrary by

Thursday lunch-time.

I am sending copies of this minute to Members of E Committee,

George Younger and to Sir Robert Armstrong.

M"*’*Q—

Pl’JOHN BIFFEN
4 March 1980

[Approved by the Chief Secretary
and signed in his absence]
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BSC: 1979/80 CASH LIMIT

The steel strike is causing an unexpected distortion of BSC's

cash flow; money is continuing to flow in_ from thelr debfors

but BSC are finding it much more difficult administratively to
pay money oute. Accordlngly, and quite contrary to what they
told us at the end of January, BSC now expect to be about £150
million underspent on their external financing limit for 1979/80.
Thishidoes not rcflect any improvement in their financizl position
but only a spill over into 1980/8l of debts and obligations
incurred 1in 1979/80 but which cannot be paid because of the strike.

BSC still expect their cash needs to March 1981 to. exceed the
external financing limit by £300-500 million. This does, of
course, raise serious policy issues which we last discussed on
30 January but we need to see how things work out after the
strike before considering how best to deal with this. Meanwhile,
we are pressing the Oorporatlon to wmaximise the raising of funds
from their cwn resources in 1980/81l, eg by reducing working
capital and disposals.

The present inability to pay debts and obligations incurred in
1979/80 is a much more limited problem. BSC have considered

a number of expedients by which the outstanding balance up tO

the external financing limit could be drawn and a formal underspend
avoided. Thus . Tthe balance could be placed in deposit In a way
that stood outside the PSBR or it could be paid into a trust

fund which would hold monies due to redundant workers or it could
be used to make advance payments to large suppliers.

These eypedleﬂtc would all be artificial and would also look
extremely odd for a body in BSC's critical financial position.
Unless you can suggest a better expedient, it seems to me that
the best solution would be to acknowledge the facts of the wmatteT,
namely, that the shortfall in 1979/80 has arisen solely through
an inability to pay debts and obllgatlons because of the strike;

Jsnadie et
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that these debts and obligations will consequently fall due

for payment in 1980/81l and that BSC therefore needs to carry
over the 1979/80 underspend into 1980/81 so as +o meet these
payments. The carry over should be kept quite separate from
the cash limit for 1980/81 and should not be added to the labter,
which should remain at £450 million. = This will avoid any
suggestion that we are giving BSC more public money for 1980/81
than we have already announced.

L should be glad to know if you agree that we can tell BSC that
the underspend in their external financhg in 1979/80, which

arises because of the present strike, can be carried over as

a separate package into 1980/81 so as to make payments against
debts and obligations incurred in 1979/80. The formal external
financing limit for 1980/81 would remain at &450 willion. Lf
you do agree, I would see no ditfilculty in oux publicly announcing
eg at the time of the Budget, what we have done and why, making

it clear that this created no general precedent for carry

QVers.

)
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ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 5501

PS/ SWITCHBOARD 01-212 7676
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I attach a copy of the 18th Report of the

Interdepartmental Contingency Group on the
Steel Strike. :

I am copylng this to the private secretaries to
members of E Committee, the Secretaries of State
for Scotland and Wales, the Paymaster General,

the Minister of Transport and Sir Robert Armstrong.
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PETER STREDDER
Private Secretary
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STEEL STRIKE : 18th REPORT OF THE INTERDEPARTMENTAL
CONTINGENCY GROUP

This report summarises the position on 4 NMarch.
BSC

2. The Corporation's ballot asking employees whether

they want a ballot about the pay offer should be com-—
pleted by the end of this week, the result being known

next Monday. Meanwhile the Corporation has mounted a
Stthstantial advertising campaign in the popular press
urging support for the ballot, whilst the Unions have
recommended that it be boycotted. There are no worth—-while
indications yet which way it may go.

3 Mr Len Murray is engaged in consultations with all
the unions involved in the strike with a view to a jolnt
meeting this week. The ISTC and NUB Executives are due
to meet tomorrow 5 March. These meetings are meant to
consider the unions' future strategy, including, in a
fairly confused situation, both ways of intensifying the
strike and the possibility of some form of mediation.

4 The TGWU have separately agreed with the ISTC and NUB

on closer co-operation, and in particular that a TGWU
representative will accompany the ISTC and NUB in future
negotiationg with BSC., The arrangement appears to be

linked to a renewed instruction by the TGWU to drivers not
to cross picket lines and to dockers not to allow imported
steel to leave dock areas. There is 3t present no evidence
that this will (asﬁis perhaps intende§3 produce much general
change in steel movement.

A

Private Sector Producers

5 The ISTC Executive last Friday reviewed its attitude

to strike action in the private sector companies. Whilst
not withdrawing the strike instruction, they agreed not to
press for its members to strike again where they have already
voted to return. Over the weekend thé return to work has
continued and production has been resumed at two important
steel plants in South Wales — GKN (Cardiff) and Duport
(Tlanelli). Each plant supplies major re-rolling units 1in
the respective Group. In addition there has been a return
to work at a number of companies engaged in steel tubemaking,
forging and re-rolling. This leaves two steelmaking plants
(at Newport and in the West Midlands), and a small number of
steel re-rolling and cold processing plants in the Midlands,
where workers are still on strike.
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6 The steelmaking companies which are now working
normally are estimated to account for at least 80% of

the private sector capacity. Their output, together

with the continuation of operations at re-rolling and

cold steel processing companies, will further assist the
endurance of the steel-user industries, although imbalance
in types of steel and products will continue.

Steel Supplies and Transport

7 Private sector production is being delivered both

direct to users and to replenish stocks at the stockholders.
Imports also continue to reach stockholders who, despite
continued picketing, especially in South Wales, aremmintaining
good deliveries of a wide range of steel products. Imports
are also continulng to reach stégf:use?éé%fF§8?"énd con-—
siderable ingenuity is being used to prevent identification

of incoming steel products by the pickets at the docks.

8 Reports over the weekend about the Port of London
suggested a new restriction on steel movement by dockers
(no doubt partly reflecting the TGWU instruction noted in
para 4 above). However, only at two private wharves are
dockers refusing to load steel away from the docks after it
has been unloaded from vessels. Apart from this and an
isolated instance of restricted movement at a company in
Scotland, there is no change to report on the movement of
steel.

Bffects on Steel Users

9 There is little new to report on the position of steel-
users and their potentifl endurance. A small number of layoffs
are expected this week on tof of the very limited numbers
reported earlier. The CBI have indicated privately that, of
the_iﬁﬂggmganies in their survey, the proportion being sig-
nificantly affected by shortages of steel continues to rise
slowly — now at 19%. They also indicate that the gradual
faTl in overall prdduction is continuing, but there is
evidence that the potential endurance of a number of thelr
companies is being assisted by continulng receipts Of
inported steel; endurance will be enhanced further by the
increased supplies now being received from the private sector
steel plants. On the whole the outlook seems 1f anything
slightly better than a week ago. o5
il e,
10 Metal Box, the major tinplate can producer, also expects
to benerit shortly from supplies of imported tinplate. On
current plans the company expect to maintain a supPly of
tinplate cans to the canning sector of up to 25% of demand
for the Pemainder of March, and, granted no serious 1nter-
ference with imports, to increase to a 50% level beginning
in April. _/
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Attitudes

11 The President of the CBI has reaffirmed to the
Secretary of State for Industry the strong support of
managements generally for the principles on which BSC,
with Government's backing, have taken their stand.

Deﬁartment of Industry

arch 1980
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BSC PAY NEGOTIATIONS AND BALLOT : POSITION ON 4 MARCH

The BSC announced on 25 Pebruary that they would ballot their
;-TJJuea about whether they wished to be balloted on the pay
aoffem, W“?C“ provides for a minimum payment of 14 4%, and -which
would enzble up to a total of 18-21% to be earned through local

productivity bonuses. -
toral Reform Society (ERS) is carrylng out this
_as despatched ballob papers by post to all
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unions today.

PG of the Fxecutives of the unions involved in the
U?/’C!U) whl ch was to have taken place today
This new meetling,
the TUC, ULll now include delegates from all the

unions in the TUC

The ballot off icialy closes on maturday &, Mareh

“J“r, made 1t clear that they are C”ﬁd 17

rer the heads of the negotiatiors to their membership.

®
and.

- Mr Callaghan and Mr Michasl Foolt are pursuing their
t of a mediator. Mr Fool 1s seeing both BSC and the




PRIVATE SECTOR RETURN TO WORK

oportion of the private sector steel plants have now
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Additional Community aid to help those affected by
plans would be very welcome. But the £450m
marked for capital expenditure, working capital

dancies and Community ald will presumably also be

The soclal consequences of redundancies. As

we have made clear all along, we do not intend to let the BSC

use taxpayers mone; ‘inance operating losses in 1980-81.




3 March 1980

I enclose a copy of a letter to the
Prime Minister from the Honorary Secretary
of the Standing Conference on Regional Policy
in South Wales. You no doubt already have
a copy of the report to which Mr. Rush refers.

I have acknowledged without promising
any further response. It would nevertheless
be most helpful for the Prime Minister to
have a brief note of your Secretary of State's
response to the report. Could this reach us
by Friday, 14 March please?

M A PATTISON

George Craig, Esq.,
Welsh Office.




3 March 1980

I am writing on behalf of the Prime
Minister to thank you for sending her a
copy of the report on the steel crisis in
South Wales, prepared by the Standing Conference
on Regional Policy in South Wales.

M.E.J. Rush, Esq. -
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Tim Lankester Esq
Private Secretary to the P = AA;EQ(JJ

Prime Minister
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I attach a copy of the 17th Report of the
Interdepartmental Contingency Group on the
Steel Strike.

I am copying this to the private secretaries to 71’
members of E Committee, the Secretaries of State 27[»
for Scotland and Wales, the Paymaster General,

the Minister of Transport and Sir Robert Armstrong.

\/.Ouvvg Caren
J
PoAn

PETER STREDDER
Private Secretary




STEEL STRIKE : 17th REPORT OF THE INTERDEPARTMENTAL
CONTINGENCY GROUP

This report summarises the position on 29 February.
BSC

2 The Corporation's ballot of its employees, asking whether

they think there should be a ballot about the pay offer, is being
carried out by the Electoral Reform Society, and should be completed
by the end of next week, The ISTC has recommended its members to
boycott the ballot. So far the Corporation have received only a
few hundred replies to their broadsheet about the pay offer, and
perhaps not surprisingly the majority continue to express positive
support to the offer.

3  No_further meetings have been arranged between the Corporation
and the unions, but the Corporation have made it clear that they
are ready to resume discussions with the ISTC and NUB during the
ballot period. -"

_—

==

i, It remains to be seen if significant developments result
from the recently resumed 2r0pos§;_for'mediation, Attitudes may
possibly change as a result of informal contacts between the TUC
General Secretary and the main unions concerned as well as from
the ISTC Executive meeting today.

Private Sector Producers

5  Many of the major private sector companies have restarted

steel production following the return to work of about half the

ISTC members in this sector of the industry. The major companies
which have resumed steelmaking, rolling and deliveries during this
week include Hadfield's (Sheffield), Firth Brown (Sheffield),
Manchester Steel (Bidston and Manchester), GKN (Brymbo),

Round Oak (Brierley Hill), Templeborough Rolling Mills Ltd (Sheffield).
In addition a small number of steel re-rolling companies in the
Midlands have resumed production. There has been light picketing at
most works, with isolated incidents, but no interference with workers
reporting for work. It remains to be seen whether picketing will be
intensified against the resumption of work at specific plants. At

the three remaining major steel-producing plants (Duport, GKN and
Alpha Steel, all in South Wales) discussions are continuing between
management and workers, aimed at resumption of work over this weekend.
To what extent this will be influenced by the reception given at
today's meeting of the ISTC Executive to delegates from these plants
remains to be seen.

6 Sheerness Steel continues to operate normally and make deliveries
despite the threatened expulsion from the ISTC of 600 employees.
Several other steel companies, which carry out cold processing and
finishing of steel bars amd strip, and whose employees are in unions
other than ISTC, have continued producing and making deliveries, and
remain almost unaffected by the strike.

CONFIDENTIAL




Steel Supplies and Transport

7 It is estimated that the potential steel production of the
private sector is now back to just over half the normal level.
This will substantially improve the supply of special steels
and will particularly assist the drop forging (eg components)
sector. The improvement will be over a restricted range of
types of steel and products, leaving continuing shortfalls in
products in which BSC predominates, eg tinplate, sheet steel
and heavy structural steel.

8 Picketing of steel stockholders, with isolated exceptions

in Wales, the West Country and in Scotland, remains light and
good deliveries to users are being maintained. Imports continue
to arrive at many ports and move freely to stockholders and other
users. Movements of steel by road transport have continued with
no change reported.

Effect on Steel Users

9 This week's survey by the Business Statistics Office shows
that overall manufacturing production in week ending 23 February
was 95% of normal (just over 97% if BSC production loss is
deducted). This is slightly lower than in the previous week, con-
tinuing a gradual downward trend. The metal-using sector
production was also slightly down on the previous week, but still
only just over 2% below normal. 15% of the L0 companies in the
survey, which coVers both suppliers and customers of the steel
industry are now being affected by the strike. Estimates for
this week are that overall manufacturing production will have
continued to fall slightly (but by less than 1%).

10 Prospects for March, particularly in the metal-using sector,
are of increasing lay-offs from next week and in the case of some
users a sharper fall in production from the middle of the month.
Indications received direct from main steel-using sectors are of
slightly less anxiety than previously about a sudden fall-off in
production because of steel supplies; this is probably due in
part to the more general downturn in demand now being experienced
by manufacturing industry. The CBI, however, remains noticeably
more cautious about the effects of the strike and on prospects
over the next month.

11 The Group has reported earlier (15th Report - 22 February) on
increasing problems related to steel supplies at engineering

companies in the drop forging sector (eg components), hand tools,

and tinplate can producing sectors. The resumption of work in the
private sector could help to lengthen the endurance of companies

in the drop forging and hand tool sectors. In the case of tinplate
can producers however, output will continue tg shrink and by mid-March
it will be very small indeed. MAFF remain satisfied that, although

there are limited effects of tinplate can shortages in the food
canning sector, there are plentiful supplies of tinned food in the
supply and distribution chain and in the shops - besides, of course,
many alternatives to tinmed food.

)
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12 Other industrial sectors, where problems will be increasing
from mid-March onwards, include some domestic electrical- appliances,
process plant, parts of British Shipbuilders, and the automotive
sector.

13 In the automotive sector, British Layland expect to be able

to maintain their planned reduced level of car production until

the middle of March, but with significant further reductions

thereafter if the strike continues beyond the next week. They

believe that supplies of components will also be sufficient until
mid-March. On the commercial vehicle side, production of almost

the full range of vehicle types seems assured throughout next week,

but some heavy trucks are being produced short of certain com-

ponents. The new truck model now being launched could also be affected.

1}y The other automotive companies expect to continue planned car
production at least until mid-March, with perhaps some restriction in
the range thereafter. On the commercial vehicle side, Vauxhall have
stopped production of one model in its truck range.

Attitudes to the Strike

15 The vast majority of industrialists continue to express support
of non-intervention by Government.

Department of Industry
29 February 1980
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STANDING CONFERENCE ON REGIONAL POLICY IN SOUTH WALES
CYNHADLEDD SEFYDLOG POLISI RHANBARTHOL YN NE CYMRU

M.E.]. Rush
Honorary Secretary
County Councils of : M.R. Hill
Assistant Secretary

Gwent
Mid Glamorgan The Guildhall
South Glamorgan P.O. Box 11
West Glamorgan SWANSEA SA1 4PA

Swansea 50821

Our Ref:  MRH/AG Your Ref: Date: 28 February, 1980

Dear Prime Minister,

THE STEEL CRISIS AND SOUTH WALES

standing Conference (consisting of the four South Wales County Councils)
has recently produced the attached report on the above subject. It
attempts to constructively illustrate the impact of the crisis on South
Wales and to make practicable suggestions for remedial action.

I hope you will find it a positive and helpful contribution to discussions
on this subject.

Yours sincerely,

v

M.E.J. RUSH
HONORARY SECRETARY

ENC.

e ———

The Prime Minister,
10 Downing Street,
LONDON




South Wales & The
1980 Steel Crisis

An Impact Study &
Action Proposals

STANDING CONFERENCE ON REGIONAL POLICY IN SOUTH WALES
CYNHADLEDD SEFYDLOG POLISI RHANBARTHOL YN NE CYMRU




PREFACE

Standing Conference (consisting of the 4 County Councils) has in consultation

with the District Councils in South Wales produced this document, which
responsibly analyses the grim impact of the 1980 steel crisis on this region

End ogt11nes a remedial programme to be urged on the Government and its
gencies.

Standjng anference has long been concerned over the battle to modernise

and d1vers1fy the South Wales economy away from the labour shedding coal

and steel industries. This was slowly being achieved. Now with the recent
B.S.C. announcement on the run down of Port Talbot and Llanwern works and

the proposed Toss of 11,400 jobs from steel alone, by August 1980, this

process must be dramatically speeded up. To generate the necessary momentum

to maintain the South Wales economy in its pre 1980 steel crisis state will require
at least 20,000 new jobs in manufacturing industry, with all that this implies.

It is in this united and single minded spirit of determination that the
current crisis can,and must be overcome that we commend this document to
the decision makers, whose policy will bear heavily on the future of South
Wales and its people.

County Councillor P. Squire, C.B.E.
Chairman of Standing Conference

Standing Conference on Regional Policy in South Wales
M.E.J. Rush, Honorary Secretary

M.R. Hill, Assistant Secretary

P.0. Bux 11

The Guildhall

Swansea

Tel. 50821
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SOUTH WALES AND THE 1980 STEEL CRISIS

A SUMMARY

BACKGROUND TO CRISIS

1. The South Wales economy has undergone an unparalleled restructuring in
the Tast 25 years with 100,000 jobs already lost in steel and coal. Across
the region unemployment levels are already 25%-60% above the national
average, and South Wales is faced with an expanding working population

in the 1980's. The current situation before the 1980 steel crisis was therefore
serious enough.

IMPACT OF CRISIS ON EMPLOYMENT

2. Real unemployment (the total number of people who would otherwise be in work)
will rise by 38,150 to 97,850. The projected number who will register as
unemployed (excluding thase who take early retirement, housewives who give
up the search for work etc) will rise by 32,050 to 91,750. This latter
figure would give an unemployment rate across the region of 12.5% and make
South Wales the worst unemployment effected region in the U.K.

NEGATIVE COSTS OF THE CRISIS

3. Those costs borne by Local Authorities and other public agencies in terms
of unemployment benefits, lost rateable income, extra demands on social
services and so forth. This is estimated to be in excess of £200 million.

COSTS OF REMEDIAL ACTION

4.  Essentially this is the cost of providing 20,000 new jobs in manufacturing
industry to generate the momentum to maintain the economy in its present state.
The total estimated cost (including Regional Aid) is estimated as being a
minimum of £380 million. Excluding regional aid the figure is still in excess
of £200 million. This latter figure compares with the £48 million of aid announced
by the Government to date. This sum is warmly welcomed and must be utilised quickly
by the closest collaboration between Public Bodies. It should be seen though as
only a first step in a five year programme to complete the modernisation of the
South Wales economy after 25 years of crisis and restructuring.

PROGRAMME FOR REMEDIAL ACTION

5. The main elements identified are

- Operation of Regional Policy. In particular the designation of much of

South Wales as a Special Development area (precedents: Tyneside, Merseyside,
Strathclyde).

- Special Government Aid. £380 million is required, much must go to the
Welsh Development Agency but Local Authorities can also play an important
role here and relieve W.D.A. of some of the strain on its staff and
management resources.




Local Authorities. Have a massive role to play in 1ndustrja1 development
(sites, factories, advice services) and training (through Colleges of
Further Education). With the loss of rate income from this crisis some

of the Special Aid must be made available to Local Authorities to enable
them to pursue these objectives.

B.S.C. Industry. Must have an important role and their _remit should be
drawn widely to cover the large hinterlands of the steel works.

Land and Infrastructure. Wherever possible existina sites shoq]d @e utilised
but in the longer term there is a requirement for close co-ordination between
W.D.A., L.A.W., Local Authorities and Public Utilities to bring forward deve]op—
ment programmes for industrial land. A minimum of an additional 800 acres will
be required.

Development of New Industry. Burden must rest mainly on attraction of

new manufacturing industry with the concomitant massive promotional
campaign. However two other areas should not be neglected - attraction

of footloose service industry and development and maintenance of indigenous
industry. In this latter category an aggressively marketed and co-ordinated
programme to encourage the development of new small businesses could be
particularly important.

Training. A restructured economy requires a workforce with different skills.
The need for training and retraining facilities rests primarily on the
Manpower Services Commission.

The E.E.C. Must have a crucial role. There is a need for a co-ordinated
approach by the Commission to such a massive regional problem as will
exist in South Wales.

Tourism. As a longer term project stimulation of tourism in the valleys
could create 7,000 extra jobs in the 1980's.

CONCLUSIONS

This latest crisis if great care is not taken could overwhelm the progress

made during the last 25 years in massively restructuring the economy. With
sufficient aid now, South Wales has the human resources, ability and confidence
to build an economy fit for the present and next century.

CHAPTER 1

INTRODUCTION

THE CRISIS

1.

In December 1979 The British Steel Corporation announced that as part of
their national policy of reducing steel making capacity, annual production
in South Wales was to be reduced to 2.75 million tonnes. Four options were
put forward for achieving this:

1) Closure of Llanwern.
ii)  Closure of Port Talbot.

iii) Amalgamation of Llanwern and Port Talbot through closing of
finishing processes at Port Talbot and steel making at Llanwern.

iv)  The scaling down of production at both Llanwern and Port Talbot
to the level necessary to achieve the B.S.C. production target.

A variety of organisations including the Works Councils at Port Talbot and
LTanwern expressed the view that option (iv) was the Teast damaging. Subsequently
in January 1980 B.S.C. announced that this option was indeed to be adopted with
the Toss of 11,400 jobs in the steel industry by August 1980. In addition there
will be massive indirect losses from such supplying industries as coal and in

the general multiplier effect on such sectors as the retail trade. It is this
total loss, which will be well in excess of 30,000, that must be used when
calculating the real impact on the region of this decision. This total Tloss

is examined in detail 1in Chapter 2.

An important additional background point is that as part of B.S.C. efforts to
improve productivity at surviving plants, upto a further 5,000 jobs may be
lost in South Wales. Already B.S.C. have announced 1,500 job losses in the
Tinplate and Associated Products Groups across South Wales.

BASIC DATA

4.

Industrial South Wales stretches some 80 miles from East to West and 30 miles
North to South. The vast majority of the region coincides with the area of

the four Counties: Gwent, Mid, South and West Glamorgan. With a land area

of 1,400 sq. miles and a population of 1.8 million, South Wales forms 1/5 of

Wales and has over 3/5ths of its population. South Wales has a working population
of 0.8 million of which 30% are in manufacturing (7% in metal manufacture) 5%

in mining and quarrying and 45% in service industry.

ECONOMIC BACKGROUND

Bt

This crisis is the more severe because it does not stand alone but is the
culmination of an almost constant and painful restructuring process since

the last war. In that time over 100,000 jobs have been lost from the traditional
industries of iron and steel, and coal. Virtually anyone in work in the region
today is either in a job that did not exist before 1945 or did not exist in

its present location.

This restructuring took 3 main forms:




6 v

The relocation of the steel industry at coastal sites with the opening . This then is the background to the existing situation against which this latest
of the works at Port Talbot in 1951 and Llanwern in 1363. Steel making crisis is set. Again the future even without this crisis would be serious
ceased at Ebbw Vale in 1972 and East Moors in 1378 (some 10,000 jobs enough with the Welsh Office figures showing a growth in the population of

were lost in all at these two sites and remedial work is still very much working age by some 70,000 in the 1980's - most requiring jobs, and with the

in hand). Also many small scale Tinplate handmills closed in the course existing cyclical trend of unemployment on the increase. It is in this context
of the 1960's. Accompanying this steel relocation was the run down of that the massive loss of jobs from steel in the current year is examined and

the region's other basic industry, coal. proposals for action made.

The attraction and growth of new manufacturing industry. The region
succeeded in creating some 30,000 jobs in new manufacturing industry

in the 10 years upto 1977. That is, it took at least ten years to Create
the jobs that will be lost through this current crisis alone. In addition
all the 1970's jobs were created with the help of_reg1ona] aid wh1ch has
now been substantially reduced to the region and in a'per1od.of national
economic growth that no Tonger pertains. This point 1s gonf1rTed inter
alia by the recent publication by HMSO of "Regional Statistics" which
commented "The relative improvement in the Welsh economy upto 1977 may
not have been maintained more recently".

The growth of the Service Sector: Between 1971-79 some 42,000 new service
jobs were created, an 18% growth. This growth was of course welcome but
highlighted the increasingly distorted economic structure. Four out of
every five of these new jobs went to women. This growth is very unlikely
to be maintained as Government plans to disperse Civil Service jobs to the
region are halted and public expenditure cuts begin to affect recruitment
by public agencies. In addition of course one clear "ripple" effect of
the steel crisis will be the impact on the retail sector.

7. The debilitating effect of this long battle to provide employment can be summarised
under a number of indicators.

Emigration. In the 1930's with unemployment levels of 60% and more in such
towns as Merthyr, over 3 million people left the region. This process continued
in the 1950's with the run down of coal and though now somewhat abated is
amongst the highest sub-regional rates in Europe. Migration of a region's
young people apart from the economic considerations has a morale sapping affect
across the entire spectrum of social and cultural life. It is of course the
most able people who go.

Economic Activity. Rates for both males and females are low compared with
other regions of the U.K., as are the resultant dependency rates.

Unemployment. Rates throughout South Wales are between 25% and 60% above the
average for Great Britain.” In some spots the rate is twice the national average.

Appendix 1, analyses the nosition before the imnact of the steelcrisis and
emphasises the serious nosition of South Wales relative to other Il.K. areas before
the current job losses, For instance South Wales unemployment rates compared to the
“Standard Regions" were fifth "worst" in a league of 12. Again South Wales

redundaqcies.oyer the 3.years to 1979 were higher than three Special Development
Areas with similar working populations (Strathclyde, Merseyside and Tyneside).

Housing Stock. This 1s ageing and again very few other"sub-regions" of the E.E.C.
have a higher proportion of their dwellings built nrior to 1949.

Income. Figures are not available on a South Wales basis. Gross domestic
product per capita in Wales as a whole though is 68% of the E.E.C. average and
Tess than half of such prosperous areas as the Paris Basin and Breman. Car
ownership in South Wales is amongst the lowest in Europe.




TABLE 1

THE UNEMPLOYMENT IMPACT ON SOUTH WALES

LOST JOB OPPORTUNITIES AND MORE PEOPLE SEEKING WORK

1. B.S.C. Planned Redundancies for

Port Talbot and Llanwern August 1980

-

The Ripple effect in Coal and other
Associated Industries and Services

Non-Related Redundancies known as
definite for 1980 in other Industries
(including Tinplate)

Coking Coal crisis. B.S.C. may reduce by
upto 0.6 million tons use of South Wales
Coal through importation, This is desnite
N.C.B. £22 million subsidy in 1980 and
will place further pits at risk

Ripple effect in Mining Communities 600

More people seeking work in 1980% 4,450

+ N.B:

Extra total Unemployed* 38,150

(Extra Registered Unemployed) (32,050)

Current Unemployed Current 59,700

Total "true" Unemployed* 97,850
Post Steel Crisis

B.S.C. expect there will be further redundancies elsewhere in the Welsh
Division following productivity negotiations at plant level. No official
statement is available on the scale of this effect in South Wales, but
estimates as high as 5,000 have been made. This would in turn have a
‘ripple’ effect. 1,500 Tinplate job redundancies were announced 8.2.80 at

Trostre and Velindre, effecting at least 500 West G i
Cwmfelin, Neath and Ebbw Vale gre also mentioned. ETONGR TESRIRNESS Bryngwyn.

Mining]and Tinplate job losses in Dyfed upto 2,000 are also not included
in table.

Not all the true unemployed will register as officially unemployed. Eg.
some will suffer enforced early retirement. The jobs Tost will not show
up in Government unemployment statistics. Nevertheless these are real

lost job opportunities, not available for school leavers and other workers.

It is highly relevant that there will be an increasing working population

throughout the 1980's given present age structure: an increase of some
70,000 is forecast.

CHAPTER 2

THE UNEMPLOYMENT IMPACT

INTRODUCTION

|8

Table 1, opposite, summarises the employment impact on the South Wales economy
of this crisis. Appendix 1 explains the detailed workings whereby these
figures were arrived at. Care has been taken, where definite evidence is
unavailable, to make modest and conservative assumptions. For instance only
900 job losses are assumed from B.S.C.'s continued exercise to increase
productivity at individual plant level, whereas a much higher figure is

1ikely in practice. However, should any reader wish to question an assumption
made, this can be done by referral to Appendix 1. The total job losses are
however extremely unlikely to fall below 30,000 however optimistic a particular
reader is. A brief commentary on the components of the job losses is given
below.

B.S.C. ANNOUNCED REDUNDANCIES

2.

11,400 steelworkers will lose their jobs as B.S.C. reduce their output to only
2.75 million tons. Current plans are to complete this massive demanning by
August 1980.

THE 'RIPPLE' EFFECT IN COAL AND ASSOCIATED INDUSTRIES

3.

4.

B.S.C. will need 1.6 million tons less coal to produce the reduced volume of
steel. This reduction will place some 7,300 miners jobs at severe risk, within
the four Counties, though strenuous efforts are being made by the N.C.B. to find
alternative markets. However at the time of writing (mid February) the position
is still uncertain as to the future of these 7,300 jobs and this figure is
therefore retained. If, hopefully, it emerges that some of these jobs are to

be saved this "saved" number of jobs (plus the multipTier) should be taken away
from the total unemployed figures given to arrive at the new correct total.
These losses will be only part of a 'ripple' effect hitting all associated
industries and services. A further 7,500 will be lost in the rail, other
transport, tinplate, construction, engineering, service and retail sectors.

Therefore 11,400 steel redundancies will bring an extra 14,800 job losses in
the region (a multiplier effect of about 130%, a ratio greater than 1 for 1).

NON-RELATED REDUNDANCIES KNOWN FOR 1980

8L

To give the complete employment situation facing South Wales account has also
been taken of known redundancies not-related to the B.S.C. crisis itself.
District and County Councils so far know of 4590 definite redundancies which
will take place in 1980 and are as yet not recorded as unemployed. These are
not related to the crisis at B.S.C. but are caused by other economic factors.
This figure will rise during 1980, but so will the number of newly created
jobs. Z,29% is therefore taken as the short fall in the absence of any
acceptable and definitive data.
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THE COKING COAL CRISIS

6. If, in addition to the "scaling down" effect, B.S.C. cut back on the use of
South Wales coal through importation then further colliery jobs will be at
risk. The short-sightedness and even recklessness-of such a decision is self-
evident and the Government should intervene to protect the long term future
of the domestic coal industry. Due to a special N.C.B. subsidy of £22 million
only about 0.6 million tonnes of coal will be imported this year. This will
nevertheless place 2,400 jobs at risk (including 600 through the "ripple"
effect). In the longer term (next year) if no satisfactory aareement is
reached between N.C.B. and B.S.C. upto 7,000 further jobs will be at severe
risk both directly and through the ripple effects.

MORE PEOPLE SEEKING WORK

7. Even before the steel crisis, the region had a problem in just creating extra
jobs for the increasing numbers of school leavers and othersseeking work.
Even after allowing for those retiring and leaving the workforce, the year 1980
alone in normal economic circumstances would see a net increase of almost 4,500.

Unfortunately many older redundant workers may be forced into early retirement,
as opportunities are so scarce. Upto 4,900 may be affected in this way, given
the age structure of the workforces in the steel and mining industries. Upto
another 1,000 people, who would normally register as seeking work will probably
be dissuaded, by the Tack of any hope of a job and their ineligibility.for
unemployment benefit, from being registered officially as 'unemployed'.
Nevertheless these 5,900 will be true UNEMPLOYED even if not registered as
UNEMPLOYED in Government statistics. Economists call these groups the 'HIDDEN
UNEMPLOYED'. Alternatively this concept can be expressed in terms of lost job
opportunities - the jobs these people have Tost will no longer be available

for future school leavers to take up, even if these present encumbents do not
register as unemployed.

CONCLUSIONS

9. Total unemployment of virutally 100,000 can be expected in South Wales - although
some of unemployed will not register due to the discouraging job situation. Even
on the basis of only those 1ikely to register as unemployed South Wales will
jump well ahead of all other U.K. regions with 91,750 projected registered
unemployment - 12.57 (see Appendix 1 for comparative figures). The real significance
of this figure can be made clear by once again emphasising that it took 10 years
in a favourable national economic climate to create 30,000 jobs in new manufacturing
industry. Action needs to start now if long term damage to the economy 1is
to be minimised.




CHAPTER 3

SOME REAL COSTS OF THE STEEL RUN DOWNAND OF THE

ESSENTIAL REMEDIAL AID

INTRODUCTION

1. The impact on employment of the stee] run down was analysed in the Jast
chapter. There are however various other "hidden" or "negative" costs which
have to be considered, and examples are given below (paragraphs 2 to 11).

An estimate of the global cost to the Government of the "positive" costs of
providing the necessary remedial aid is then made (paragraphs 12 to 14).

THE EFFECT OF DIFFERENTIAL WAGE RATES, BENEFITS ETC.

2. Both the steel and coal industries offer high wage earning potential for
their employees and boost average manual earnings in Wales to the
national average. With the Toss of these jobs the converse will be true.

In the short term, with severance payments, benefits and made-up pay, the
impact of Toss of earnings to the individual will be cushioned but at a
substantial cost to the public agencies. It is estimated that in the first
year, the cost to Central Government, B.S.C. and the E.E.C. of payments to
the 11,000 steelworkers made redundant will be of the order of £66 million,
while a further 14,000 jobs lost in mining, transport and other services will
increase the burden to £137 million. These figures include unemployment
benefits, training costs, redundancy Tump sums and loss of tax and insurance
revenue. Beyond the first year there would be a continuing burden from
increased unemployment, retirement and social security benefits.

In the Tonger term, the loss of earnings will not of course be cushioned.

In the unlikely event of sufficient replacement jobs being attracted to

South Wa]es in the near future wage levels will probably not compare to those
current 1n the coal and steel industries. On the most optimistic assumption
that all jobs are replaced, but at average wage rates, a loss of £15 million
Pe€r annum to spending power in the region will result. "‘However, 1if early
retirement and longer term unemployment are taken into account, losses would be
at least £30 million per annum and may well be up to double that amount with a
consequential long term imnact on the South Wales economy.

IMPACT ON OTHER INDUSTRIES

5. The impagt of the run dowq of the steel industry in South Wales should not just
bg seen in terms of Tost jobs and lost job opportunities but also in the wider
financial context, in the profitability of local firms serving the steel

industry, and in the possible bankruptcy and closure of fi '
in the transport industries. i T TS, et ey

An gqu?TTy important point in the context of transport is the imnact on the
region s-ra11wag network. For instance nearly half of the freight traffic in
West Glamorgan is generated by the steel industry. Considerable concern must
also be exnressed over the future of the valleys network if colliery closures
occur with the consequential loss of freight traffic. Bus operators will also

pe severe]y effected with a loss of revenue of about £240,000 for each 5,000
Increase 1n unemployment.

T

2.

B.S.C., besides being the largest manufacturing employer in Wales is also the
biggest spender. Prior to the closure of the East Moors Steelworks in 1978,
B.5.C. spent £17 million within a 15 mile radius of Cardiff. This gives some
idea of the scale of spending for a closure involving only one quarter of the
production now involved in the run down at Port Talbot and Llanwern. By far
the major supplier to B.S.C. in Wales isthe National Coal Board and the number
of pits directly under threat is estimated at between 11 and 20, which
represents between a quarter and a half of all pits in South Wales. A large
cut in this expenditure would also have a considerable impact on local
suppliers.

EFFECT ON LOCAL AUTHORITY SERVICES

8.

There is a potential loss of rate income to local authorities, following a
scaling down of operations at Llanwern and Port Talbot. This situation, however,
is far from clear as, unlike a complete closure, B.S.C. will continue to
completely occupy the plants and as such will be liable for rates. It is

likely, however, that they will, following the reduction in production seek

a deduction from their rateable value. This might well take some considerable
time to resolve during which local authorities would suffer the loss of the
relevant rate income. Also under the Government compensation arrangements

there would be a time lag over the immediate period when local authorities

would be under the greatest pressure.

With redundancies of well over 30,000 there will be an increased demand for
local authority further education courses, and for Government sponsored courses
at Colleges. It is difficult to anticipate the demand, and the expenditure
involved would depend to a great extent upon the courses undertaken. However

to give an indication of the scale of expenditure, courses following the closure
of East Moors Steelworks cost some £500 per person to run. A large demand

for places on extra courses is anticipated. Additional costs could therefore

be of the order of £1 million.

Again it is estimated that families affected by redundancies will have over
10,500 children of school age. Following a period when the redundant workers
will be receiving earnings related benefits, their children will become
eligible for certain Education Service entitlements eg. free school meals,
free transport, clothing allowance. To give an indication of the scale of
expenditure, if 10,500 children were to receive free school meals the annual
cost to local authorities would exceed £1 million.

Although it is difficult to isolate the direct effects of job losses on Social
Services there is no doubt that the pressures and problems caused by redundancies
do contribute to already stressful situations. One example is that for any

one single child taken into care as a result of family breakdown the cost to

the local authority is at least an additional £5,000 per annum.

Finally there will be extra demand for rate and rent rebates, even allowing
for make up pay for the redundant steel workers in the immediate post sca!e
down period. At a conservative estimate this demand would exceed £2 million.

It can be conveniently mentioned here - though it is a "positive" cost that
local authorities also have an important role in industrial development-site
acquisition and development; factory building; promotion and advice services

to industrialists. The extra cost of these services will be many millions of
pounds. The total additional costs to local authorities of this crisis (though

difficult to calculate at this stage) are likely to be well in excess of £25
million.
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0ST OF REMEDIAL ACTION

——

14.

The present programme of support for industrial development is partly to offset
the effects of the previous closures at East Moors and Ebbw Vale, and also to
mitigate the effects of the annual 10,000 redundancies a year that occur anyway
in other manufacturing industry. An immediate and substantial increase

in this aid is necessary if replacement jobs for this latest crisis are to be
found and if the permanent damage to the Welsh Economy is to be reduced.

. Merely to generate the momentum to maintain the South Wales economy in its

pre steel crisis state will require at Teast an additional 20,000 new jobs in
manufacturing industry (that is replacement for steel and coal jobs lost, plus
additional manufacturing jobs lost in this crisis - see Appendix 3 for details).
The cost of this is estimated as a minimum of £380 million. Rhodes and Moore
(the Cambridge Economists) on the basis of past experience have put this figure
much higher at £1 billion. The local authorities feel though that "no cost"
measures such as the steering of new industry to the region and a concerted

and massive campaign by all agencies can achieve the task for a more modest

sum.

. The £380 million figure is based on £50 million for improved access to industrial

areas, £67 million on site acquisition and preparation, £110 million on advance
factory building and as estimated £150 million on regional development grants,
special financial assistance etc. The figure required net of regional development
grants 1s therefore some £200 million. This expenditure to be spread over a

realistic period of time, of course. A more detailed technical explanation of these

figures is given at Appendix 3.

. The Government announced on the 4 February 1980 that £48 million was to be made

available for remedial action (this compares to the £200 million figure above).
Standing Conference warmly welcomes this announcement and notes the need for the
closest Tiaison between all public bodies to implement this remedial programme
without delay and to the maximum benefit of the region. The allocation of money
to particular projects must be agreed by the end of March and actual work be in
hand shortly after this. To be effective this initial aid must form part of a
larger programme over a period of 5 years to secure the regeneration of the
South Wales economy (involving perhaps a further £150 million in special Goverment
aid). The history of economic crisis in South Wales over the last 25 years and
the detailed regional comparisons in Appendix 1 make the case for this extra aid
without need for further elaboration.

. Suggestions for the detailed elements that should constitute the remedial
programme are made in the next chapter.

CHAPTER 4

SPECIFIC PROPOSALS FOR REMEDIAL ACTION

INTRODUCTION

The purpose of this section is to highlight the most important areas for action,
and to serve as an agenda for debate and discussion with the Government and its
Agencies. The question of discussion and liaison arrangements between the
Government, its Agencies and the local authorities itself of course forms a
crucial area for agreement. Wales is blessed with a large number of public
authorities and it is vital in this crisis that each organisation's efforts

are co-ordinated into a meaningful overall programme. This task rightly falls

to the Welsh Office, and Standing Conference and the individual local authorities
express their willingness to co-operate in appropriate co-ordination arrangements.

[t is not the intention here to debate B.S.C. management decisions, on the run
down of Port Talbot and Llanwern; but to deal with the consequences of this
run down. One vital factor bearing on the consequences though is the timescale
proposed: the loss of 11,400 jobs by August of this year. Standing Conference
would make the strongest plea for the decision to be phased in over a longer
period - probably with a net saving (allowing for thecost of remedial measures)
to public resources!

The detailed suggestions for remedial action are outlined below.

REGIONAL POLICY

34

The erosion of regional policy in recent years, both in terms of the controls
on the Tocation of industrial development and the financial aid offered to
companies to expand or to relocate in Assisted Areas, has undermined the
ability of the South Wales economy to attract new jobs. The steel crisis
demands the need for direct action on regional policy, with particular emphasis
on:-

(1) Assisted Area Status and Incentives - The region as made clear earlier
in this report, has undergone a massive restructuring in the last 25
years - almost without comparison. This latest crisis comes while
strenuous efforts were being made to diversify and modernise the economy
to deal with these previous crisises. South Wales has a strong case by
comparison with such existing S.D.A. areas as Strathclyde, Merseyside and
Tyneside to be designated as a Special Development Area. The South Wales

economy 1S closely interlocked, has suffered over 50,000 redundancies in the

3 years to 1979 and is already in the top half of the league in terms of
unemployment levels. The interlocking effect is illustrated. by the current.
crisis with the intial loss of jobs at the coastal steel plants being

followed by colliery closures in the hinterland. However Standing Conference
recognises the Government's policy of a highly selective regional policy and

would be prepared to assist and co-operate in an exercise to define those
areas in South Wales most urgently in need of S.D.A. status.

There is also an urgent need to review the manner in which the selective
financial assistance shceme operates, with the objective of increasing
the amount of aid and reducing the timescale in which decisions are made
by the Welsh Office.
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- There should be a tight control, under the Industrial Promotion. Local authorities are active in this field
EZE::g}yoieeizglqgﬂ$2: for ?ndustrial Development Certificates, on both through financial contributionsto the Development Corporation

the location of major developments. In the 1ight of the increasing for Wales and their individual efforts.

i i f new employment
importance of the service sector as a source 0 _ .
opportunities, consideration should also be-given to Fhe 1ntr0duc§1on
of a new form of control aimed at influencing the choice of location
for warehousing, research and office developments.

Tourist Development. Standing Conference is discussing with the

Wales Tourist Board an action plan to create upto 7,000 new jobs with
1980's through Tourism in the Valleys. Individual Counties are also
active, and in West Glamorgan for instance it is hoped a narrow gauge

Steering - There must be a positive policy operated by the Welsh Office, tourist railway can be established in the Afan Valley.

with the full support of the Department of Industry in London, of
"steering" new developments to South Wales. This policy must be -
implemented immediately, given the proposed t1mgsca]e of the redundancies
in the steel industry. A particular case in point is the proposal by
INMOS to Tocate their first module in a non development area, Bristol.
This decision should not be accepted by the Government, and the

development directed to South Wales.

Manpower Training. Much training is done through the Colleges of
Further Education both directly sponsored by the Counties and through
the sponsorship of courses on these premises by the Manpower Services
Commission. The Careers Service also plays an important role in
guiq;nglyoung people to the new job opportunities as they become
available.

Regional Policy/Strategy. Through Standing Conference the Counties have
come together to liaise with other public agencies on a regional basis
SPECIAL GOVERNMENT AID in an attempt to have a maximum interface with these other bodies efforts.

4. The nature, extent and timing of the steel crisis must be met with a massive Standing Conference is of course the only body concerned with the South

injection of special funds by the central government. The level of funds Wales region alone.
must be on at least a comparable scale with the assistance granted to other

steel closure areas. However, it can be argued strongly that no other part :

of the U.K. has in recent times been faced with the scale of manpower reduct1ops

in steel and related industries, notably coal, in such a concentratgd geographical
area and, consequently, a higher rate of funding should be made ava11ab]e._ In

the last chapter this necessary injection was estimated as being £200 million over a
5 year period (net of regional aid) compared to the £48 million so far announced by the
Government. The special funds are required primarily for industrial and .
commercial development, which is Tikely to include the need for land rec]amat!on,
providing on-site and off-site infrastructure, and a major programme of_bu11d1ng
advance factories. Inevitably, a significant proportion of the funds will go
directly to the Welsh Development Agency and the public utilities. A plea

must also be made for the local authorities to receive some of the special aid,

: : : : ' ' h n make towards the : :
bearing in mind the important contribution that they ca of the areas in which B.S.C. Industry Ltd. can operate should also be made,

provision of sites and factories and the demands that are being made on the King Full t of th : h P 4P
manpower and financial resources of the Welsh Development Agency throughout %21;32 wgrksaccoun Of the extensive catchment areas of Llanwern and Port

Wales as a whole.

These are just some examples of where action is already being taken and where
urgent reviews in the light of the current crisis are under way.

.C. INDUSTRY LTD.

This organisation has already proved to be a successful body in giving direct
and indirect forms of assistance to industrial development in steel closure
areas, notably in Ebbw Vale. It is to be hoped that the British Stee]
Corporation will enhance the role of this organisation as far as South Wales
is concerned. There should be a strengthening of the team operating in

South Wales, an increase in the funds available for factory building and
acquisition and an intensification of promotional campaigns. A re-examination

An equally important point that Standing Conference has been pressing for is
the creation of an N.C.B. (Industry) Ltd. body based on the steel example.
Its role should be to deal with the particular problems of colliery closures
(which will be closely related to the steel run down) .

Again the point must be emphasised that the benefits of this special aid must
be maximised through the closest co-operation of al] public agencies and
authorities.

LOCAL AUTHORITIES TRAINING

6. Local Authorities are of course conscious of having an important role to
play in this crisis. The 1imiting factor to their action is finance : 9.
particularly in a period of falling rate income. The plea must be repeated
for special Government Aid to be made available for local authorities projects
aimed at strengthening the economy. Some examples of the areas where action
is already in hand and could be expanded are outlined below:

One consequence of the steel run down is the need to retrain the existing
workforce and train the next generation for a substantially restructured
economy and the different skills that will be required. The Industrial
Training Boards must be urged to extend their activities in South Wales as

a matter of the greatest urgency. Furthermore, the Manpower Services
Commission must now dismiss any thought of closing or reducing the scope of
its Skill Centres in the area (in particular the proposals to close the
L1anelli Centre serving as it does much of West Glamorgan should be urgently
re-examined) and must re-assess its policies for providing training services,
especially to firms setting up in South Wales. The role of the Industrial
Training Co-ordinators in Mid Wales could very usefully be extended to South
Wales, so that there is the closest possible matching of training with the

Acquisition of industrial sites and construction of factories (Local
Authorities have already achieved much since 1974. For instance there are
in Local Authority ownership a total of some 2,500 acres of industrial land
or land to be developed for industry,as resources become available).

Advice to Industrialists. Apart from general "back un" services provided

by Industrial Development Officers there are such schemes as Mid Glamorgan's
INDIS project aimed at increasing in region purchases by industrialists
or helping to identify market opportunities for new industrialists.
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demands of industry and commerce. The proposed emphasis on New Entrepreneur

i d into concerted
ining in the 1978 TOPS Review must also be translate _ :
;E:}g;?g Standing Conference has already established a helpful dialogue with the

Welsh office of M.S.C. and will be pursuing these points 1“dde$2;1s§2€ﬁyag1:2e
channels established. There is also a strong case to bedmafethe Europeén

to be designated as a priority area under.the Social Fun 0rent o e N
Economic Community; the complex rules, which act as a detzr fide B Anvestiaated
firms to obtain financial aid from the Social Fund, should als R

LAND AND INFRASTRUCTURE

10.

The converse of the loss of steel,coal and othef maqufactgrjnthqbs ou?11sed
in Appendix 2 is the creation of new manufacturing Jops w1th their Eqs1t1de
multiplier effect. The need for these new mqnufactur1qg jobs }s e? 12a =

at 20,000 (Appendix 3) and there is an associated requirement for land.

ition i ' intricate matter. The existing
The Tand position in South Wales is a complex qnd intrica .
pogition ?s that there is some 1,200 acres available for development now w1th .
3 further 500 acres available within a year. In the context of the steel crisis

this is a most misleading figure for three main reasons.

(1) Some of this land is not yet in public ownership.

11 i . " existing problems,
1 These land banks were created to cope with the "normal” exist roble
e While some land could and should be urgently ut111§ed for this crisis it
would be totally unrealistic in assessing the rﬁqu1rgmegt for remgd1a1
action to transfer current land stock into the "special steel crisis category.

(iii) Finally, some of this land is located in the "wrong" place: at Ebbw
Vale for instance (to deal with the previous closure there) rather

in the coastal plain at Llanwern.

The additional requirement of land to create a further 20,000 jobs ranges from
800 acres to 1,500 acres depending on the type of qevelopmentg the allowance
for future expansion of units and so forth. The figure used in the calculation

of costs (Appendix 3) is the most conservative one.

There is therefore an urgent need to commence the process of releasing and. ;
developing at the absolute minimum a further 800 acres of 1apd - of.the right
type in the "right" Tocation. This must inevitably take a little time and the
release planned over the next three to five years. There is an urgent need
therefore for the local authorities, the Welsh Development Agency anq the

Land Authority for Wales to work closely together to identify the priority
sites for development; to bring sites into public ownership and to resolve
development problems.

A major problem with much of the land potentially available for deve]opment

is the lack of adequate service facilities: the lack of sewerage, drainage,
water facilities, gas supplies, etc. Particular attention must be focused on

the Welsh Water Authority and the Gas Council. The capital programme of the
Water Authority must be reviewed urgently in the Tight of the changed economic
situation in South Wales - with increased emphasis on financing the implementation
of schemes that will open up sites for industrial development. An approach

must also be made to the Gas Council to make supplies available as a matter of
national policy for crisis regions such as South Wales. As an absolute minimum
any reduction in the demand for gas from local steel and other industries should
be reflected in new opportunities to firms establishing or expanding in the region.

18.

"FOOTLOOSE" INDUSTRY

5.

The attrgctjon of new jobs to South Wales must take into realistic account

the continuing "shortage" of manufacturing firms seeking opportunities for
expansion or relocation - new investment in all manufacturing industry has
a@out halfed in the last 10 years. South Wales must though compete effectively
with other parts of the U.K. and, indeed the E.E.C., for the investment that is
aya11§ble: The availability of advance factories over a wide range of sizes
will inevitably be the most potent weapon that can be used in the battle for
jobs. Tenants will not materialise automatically though and it will require

a massive promotion and marketing campaign by the various Agencies and the
local authorities - in so far as funds are made available - for this essential
purpose. One particular point that attention must be paid to is the "image"

of South Wales. It will also require close co-operation to ensure that each
enquiry reaches its full potential.

Recognition must also be made of the changing nature of new industrial and
commercial development so that all effort and hope is not placed entirely

on advance factories. It is of particular interest to note the amount and

types of service development that has taken place in recent years along the

M4 corridor, especially between Reading and Bristol. There must be an urgent
assessment by the W.D.A., Government and local authorities,in collaboration,

of how such development can be attracted further west into South Wales - the
need for speculative opportunities for the service sector should receive special
attention, possibly through the more widespread use of private and institutional
finance (the concept of "advance" offices and warehouses is relevant here).

TRANSPORT

17.

South Wales is a "peripheral" region and this is increasingly relevant as
energy costs increase. It is essential that it has adequate and efficient
links with the South East. Particular points here are the potential for
electrification of the main line to London, and the early completion of the

M4 across South Wales (with adequate arrangements made for the severn crossing).
The recent E.E.C. Green Paper on aid to transport infrastructure to assist
peripheral regions should be relevant here.

An additional point is the potential for port related development with the region's
deep harbours situated conveniently for Southern Europe. Investment is needed
in the ports mainly in terms of access and development of port related industry.

INDIGENOUS INDUSTRY

1192

Given the shortage of "footloose" industrial and commercial investment, increased
emphasis must be placed on encouraging existing local industries to expand and
on the creation of new firms.

In considering the expansion of existing industry, particular attention should
be paid to medium-sized firms, notably in those industries such as electronics
where there is a clear growth potential. The role of the Welsh Development

Agency in facilitating extensions to premises could be particularly important.
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Stimulating the growth of new entrepreneurs must become a key element in

the re-generation of the region's economy. Bs a legacy of an ec?ngﬁy _
dominated for 200 years by the basic industr1gs of coal and.stee257 e;efjs a
much lower than average proportion of small fims in the region ( oho irms

in South Wales, in size range 11-19 compared to 31% nationally). The main
components of such a programme would be the support of new.entrgprfngurs%
through suitable training, (a recent survey of new small firms in ke1ces er
showed that the largest group of new entrepreneurs were.manua1 wor ers)‘ .
identification of products, provision of premises and finance, and continuing
advice on such business matters as technical, marketing and production problems.

M elements of this work are already being carried out Qy 1nd1v1du§1 .
oiggnisations: the W.D.A., M.S.C. and the local authorities. what_1s lacking
perhaps is a coherent and co-ordinated package that could be agressively
marketed to attract the interest of potential entrepreneurs. An example of

such a co-ordinated package, aggressively marketed, exists in Mid Wales where
the M.S.C., Manchester Business School, the Development Board and the local
authorities have instituted such a programme (funded partly by the EEaiCrn) s
Market research has identified business areas with growth potential qnd a
competition held for specific new product ideas with a large cash prize fun@ed
by a national clearing bank. Selected entrepreneurs then have the-opportun1ty .
to develop their ideas over a six month period in a context of maximum co-operation
from all bodies. Similar efforts are being made to encourage new industry in
the North of England and most recently in London by the Chamber of Commerce.

The Welsh Development Agency, the Manpower Services Commission and the We1sb _
Office should be pressed to formulate in co-operation with the local authorities

a suitable "package" for South Wales.

TOURISM DEVELOPMENT

24.

Tourism can make an effective contribution to the creation of new jobs; however,
the potential for tourism schemes has been substantially held back by the very
inadequate funding arrangements. It is to be regretted that the Wales Tourist
Board's funds for grant aid have now been reduced compared to last year; this
decision should be reviewed and the proposal to introduce interest relief

grants for the tourist industry should also be implemented. Both these

measures could aid the viability and attractiveness of tourism projects,
particularly in the valleys. The extension of the W.T.B.'s scheme for grant-
aiding small establishments could also be usefully extended to urban areas.

At present, most assistance in Wales is provided for accommodation development.
Other tourist projects, such as the creation of museums, receive little if any
support. Consequently, a wide range of tourism opportunities are neglected as
the necessary financial support is not forthcoming.

There is also scope for a more aggressive approach to the marketing of togrjsm
attractions in South Wales and for improving the information service to visitors.
This requires positive action by the local authorities and the Wales Tourist
Board.

Standing Conference is currently Tiaising with the Wales Tourist Board on the
production of an action plan for the development of tourism in the South Wales
Valleys. The W.T.B. have indicated that upto 7,000 jobs could be created in
the 1980's through this work and there would also be important spin off effects
in terms of improving the "image" of the area. It is important that this
essentially long term project be adequately funded.

. THE E.E.C.

20.

28.

Standing Conference published in December 1979 3 paper entitled "South Wales

and the European Community - The Way Ahead". This set out practical suggestions
by which the E.E.C. could assist the region, and the need for effective action
1S now paramount. It is hoped that relevant Commission officials will visit

the region to discuss the situation with inter alia the Tocal authorities.

It is understood that the European Commission is concerned over the ad hoc
application of its funds to regional problems and is concerned to develop with
Central Government a co-ordinated ‘package" to meet the problems of particular
regions. South Wales is an eminently suitable region for such an exercise and
the Tocal authorities could also contribute fruitfully to such a project. This
point is strongly urged on Central Government and the Commission.

Two specific points of concern are: the allocation of money under the non quota
section of the Regional Development Fund for steel affected areas and the non
designation of Wales as a priority region under the Social Fund provisions.

The steel areas to benefit from R.D.F. have been designated by the British
Government and defined narrowly. Mid Glamorgan will not for example be eligible
for aid despite the 1ikelihood of coal closures in that County as a result of
the steel rundown and the fact that 20% of the Port Talbot workforce commute

to work from the Mid Glamorgan area. This is a matter that has been pursued
with the Foreign Office by Standing Conference.

RATEABLE VALUE

31.

The cutbacks in steel-making at Port Talbot and Llanwern are likely to Tlead
to requests from the British Steel Corporation for rate reductions; other
rate reductions will inevitably follow in industries forced to close or to
contract business as a result of the steel decisions. Given the extreme
pressures on local government finance, the local authorities have a strong
case for compensation payments to be made by the Central Government for losses
in rateable value and rates arising from the steel situation. The principle
of rating compensation was established in the closure of steel making at
Ebbw Vale and it is considered that a similar procedure should now be
adopted in respect of Port Talbot and Llanwern. It is also important that
this compensation takes into account the time lag between the loss of income
and compensation arrangements being implemented.




APPENDIX 1

UNEMPLOYMENT LEVELS AND JOB LOSSES

PRE 1980 STEEL CRISIS: A REGIONAL

CHAPTER 5 COMPARISON

Comparison with Standard Regions, 6th December 1979

CONCLUSTIONS

Unemployed

The purpose of this document has been to highlight the TmPaCtd?:]tgifgggﬁﬁﬂE | Tota] g
crisis on South Wales and to put forward a programme for rewel oA e I r
The phrase "current crisis" is used advisedly as th: Squ;h5120251845 %n
dergoing an unparalleled and massive restructurin ‘ .
g§$21231::gin %he 1atg 1970's two previous steel closures at Ebbkaa1etﬁncsie North 117,700 8
East Moors took place with the loss of 10,000 jobs. Remedial work on asea Scotland 180,300 ;
closures is still far from complete. However, over the last 25 years 0 b
whole much had been achieved in difficult circumstances through diversifying ale 85,200 7
7
7

Northern Ireland 63,400 11.0
25
.9
.8
i i i The current crisis 5

he manufacturing base and attracting new industry. , | South Wales 56,000 .7

;oges a threat ngt only in itself but also to the progress ach1eve$: Ihs

sum needed to maintain the region's long term recovery has been ﬁs 1mﬁ g

at (excluding regional aid) a minimum of £200 million qt111sed t ro#g :

coherent five year programme. In talking of such massive sums an g.e?eg

of unreality inevitably tends to develop but the present - and predic e ol

unemployment figures (which take South Wales to the top of Fhe ]eague 12 A

U.K. unemployment figures) - are real enough, as is the soc1a1.1mpact : eybw}_t

have. However, with suitable aid, South Wales has shown that.1t has the abi 1 y

and willpower to restructure and modernise its economy. For 1nstancefa188cen

survey by International Management Consultants (H.B. Maynard & Co.) o

' ' ' 11y strike
American owned companies in Wales found that they_had been genera
free in the previoEs five years and experienced high productivity. The local

North West
Yorkshire and Humberside

199,300

117,800 5
South West 93,400 5
West Midlands 126,300 5
East Midlands 73,800 4
East Anglia 30,700 4
South East 3

.0
.6
.6
.4
.6
i
O

267,600

* South Wales is not a Standard Region.

' ' : i ; South
authorities are confident therefore, that given the resources now, J _
Wales can achieve a viable and productive economy making a real contribution

to national wealth; both this century and and next.

Source Department of Emp

loyment Gazette, January 1980.

Note: Projected Registered Unemployment in South Wales

91,750:

Comparison with Special Development Areas at 6th December 1979

Falmouth and Redruth
Girvan

Merseyside

Wrexham

North West Wales
Livingstone

West Central Scotland
North East

South Wales - Total for S.D.A. Areas

Dundee and Arbroath
Glenrothes

Leven and Methil
West Cumberland

* These relate to 1976 base figures as do all statistics on this topic.

Working Population*

33,540
4,215
756,600
41,166
52,980
19,255
1,064,340
863,445
2335703
106,681
16,232
18,876
59,342

Source Department of Employment Gazette, January 1980.

Unemployed

Total

4,364
519
85,899
4,476
5,605
1,928
101,765
79,111
20,984
90,3112
15315
15363
4,494

%

13,
12.
17.
10.

—
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COMPARISON OF SOUTH WALES WITH SOME SIMILAR AREAS WITH S.D.A. STATUS

BY NUMBER OF REDUNDANCIES IN 3 YEARS 1977-79

REGION WORKING POPULATION REDUNDANCIES

South Wales 1.7 million 53,700
Strathclyde 2.5 million 47,800
Merseyside 1.5 million 42,700
Tyneside 1.5 million 35,900

Source: Department of Employment

Note: While figures for the different regions are collected on a slightly
different basis, this is not sufficient to invalidate the point that South
Wales has suffered more redundancies than the other 3 areas before the current
crisis. Further the only steel losses these areas are likely to suffer are at
Consett (Tyneside) - 4,500 jobs and Hallside (Strathclyde) - 1,100 jobs.
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24. i APPENDIX 2

—ll,

DETAILED TECHNICAL EXPLANATION OF EMPLOYMENT EFFECT OF STEEL CRISIS EXPLANATORY NOTES AND SOURCES RELATING TO TABLE 1

TABLE 1

STAGE 1 STEEL CRISIS WEST GLAM. | MID GLAM. |- GWENT SOUTH GLAM. SOUTH EXPLANATION/COMMENTARY ‘ DATA - SOURCE
COUNTY COUNTY COUNTY COUNTY WALES

A1l known planned redundancies not related to current steelmaking|District/County Councils.

o Related Private/bblic scorll 2000 | g0 [ L |80 40 | epigis. gt yet carpted out but'tn Uoipelines Sor Tone e

Redundancies in Pipeline Announced Toss of jobs at Port Talbot and L1anwern, by pTace of [BSC workforce data.BSC

residence of workers. NB upto.400Q other red danci th Januar
BSC Planned Steel Redundancies 2 5,200 1,700 4,250 250 11,400 now at 8Fher p?ants as a rgsu1t of a nationa¥”p?88&$%f$?¥yf°]k”“?888?"C€me"t i ok
for August 1980 |

0
EXErcis

Reduction in steel outBut %o 2.8 m tonnes means 1.6 m tons less [Data quoted by N.C.B. in
Y

| coal is needed. Jobs ace of residence (assumes no increase in di '
Coal Jobs at Severe Risk due to in Cok-lng coal 1mp0rt5') F Ot.inc]uding 1000 .gn Dyffe’.‘d. nc Dress and in discussion

s i i ference.
j 1,500 3,900 1,800 7,300 : : with Standing Con
Reduction. ol BRksfugpu* *Both coal and steel jobs,with Allowance for Cardiff's role Various, including 1979

== . Regional Service Centre, form base for calculation h C i t usi

Additional Ripple Effects 3,000 1,600 1,900 *7,500 Hnciodas G0N Tobs: AEnE T et Welsh Council report using
. . . ect. . .
including a known Coal Ripple Total multig]ierJtherenge over 130%. multipliers.

Effect | B

= 5 Total xtEa Ynemp]oyment impact (adding Tines 1,2,3 and 4) of
Impact of Stage 1 Redundancies 11,700 7,700 9,050 - 30,700 = Azzgi sdeed_cr1s1s£ T

0 redundancies to get shortfall of job opportunities S of'E ;

(unadjusted) total. : : i g e T T s

7 NB to produce new registered unemployment: Totals and rates,

: demographic adj. must be made, for retiring/early retirement
gotg1t5h?€t:§11 of Job 25,100 24,800 24,650 90,400 schoo] ?eavers/and other activity rate chagges. 4

Registered Unemployed Current 13,400 17,100 15,600 59,70C

8 Net increase in numbers of people who would be seeking work Welsh Office statistics. Dept.
gemo$raghiﬁ‘AgjggEment Extra +650 +1,950 +900 +4 ,450 in normal economic circumstances during 1980. BSUETB18gﬂ§2$]gcﬁagaﬁﬁyﬁﬁfggﬁi_
eople Seekin S

To find re%istered unemE1oyment reduce this total by early

Estimated True Unemployment 25,750 26,750 25,550 94,850 retirin eel/mine workers, and hidden female unemployed
Total | not registering

Total 'hidden' unemployment, not registered. 25% miners,

'Ear]y Retirement and Hidden 10 -2,100 -1,500 -1,800 -5,500 steelworkers retire early after redundancies.
Unemployed

An extra 29,650 registered unemployed.

Estimated Registered Unemployed Tl 23,650 | 25,250 23,850 89,350 An extra 35,150 true unemployed.
Total

On top of a 1.6 m tons cutback through reducedBSC steel .C.B. Data and press article
outggt, BSC currently plan to import coking coal. This P. Weekes 12/12/79. Also £22 m

2 Coki 1,20 o0 2,400 | : 105 W :
Stage 2 Coking Coal Imports 12 200 1,200 Dits, 'daspith 828MneLs g1gy6b$ RESRC ks R R e subsidy announced 11.2.80

rrjsisgo.6 m. tons less South i
1 25% multiplier affect on "Exogenous" coal jobs lost through 1979, Welsh Council Report.
Ripple Effects on Coal Mining 13 300 300 600 importation of coking coal.

Communities

25% earlier retirement demographic adjustment.
Early Retirement Effect 14 - -300 -300 -600

An extra 32,050 registered unemployed.
Estimated Registered Unemployed 15 23,650 26,450 24,950 91,750(12.5% | An extra 38,150 true unemployed

(Total Extra by County) (10,250) | (9,350) (4,350) (32,050)

TTWA = Travel to Work Area. Definition Differs from
True Unemployed Total 16 25,750 28,250 27,050 97,850 County Area.

(13.4%)

(28,450TTWAY (25 , 750TTWA)

This means in South Wales an Extra 32,050 Registered Unemployed
an_Extra 38,150 True UnempToyed
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EXPLANATION OF WORKINGS ON EMPLOYMENT IMPACT FIGURES

THE METHOD

1

A step by step approach has been adopted in order to isolate the complex

and in;er—re]ating factors at work in this crisis for the South Wales economy.
The crisis has 3 main elements:-

1)  The deteriorating National Economic Climate.

i1) The Steel Crisis resulting from 11,400 Steel Redundancies at Port
Talbot and Llanwern.

ii1) The Coking Coal Crisis resulting from a B.S.C. decision to import
"cheaper" coking coal.

DETERIORATING NATIONAL ECONOMY

2

Through their contacts with Private Industry and Public Agencies in their areas
County Counc11§ and District Council have been able to ascertain redundancies
yet to be carried out, but definitely 'in the pipeline'. These are redundancies

not related to the B.S.C. scaling down decision, and not yet registered as
unemployed.

As line 1 shows, these redundancies currently total 4,500. For the purposes of
this exercise future redundancies in this category are assumed to be cancelled
out by a similar number of new jobs during 1980 ie. deficit remains at 4,500.

(A]t?ough a higher figure is probable there is no accurate method of estimating
this).

B.S.C. REDUNDANCIES AND THE 'RIPPLE' EFFECTS

4.

Line 2 shows place of residence of redundant steel workers by County area. This
reduction from 4.3 million tonnes steel output to 2.75 million tonnes will reduce
need for local coal by 1.6 million tons. This will place at least 7,300 coal
jobs at severe risk. As these mining job losses are localised and identifiable,
this exercise does not include them in an overall multiplier calculation, but
attributes them to the County where the pit is located (see line 3).

Line 4 shows the use of a jobs 'multiplier' to calculate the extra jobs lost
through the steel and coal redundancies. These jobs include rail and transport
workers, tinplate workers, construction workers, maintenance and contract workers,
engineering workers, service workers and retail workers. The coal effect is
accounted for by a multiplier of x1.25 and a 1.50 factor is adopted for Steel.

THE COKING COAL CRISIS

6.

Should the N.C.B. cutback on coal of 1.6 million tons, be added to by a further
0.6 million ton cutbacks due to B.S.C. importing coking coal, an additional
2,400 miners jobs will be lost.

These pits are located in Mid Glamorgan and Gwent. Stage 2 of the exercise
traces the effect of this decision.
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27. ‘Ir

A multiplier of x1.25 is used (25%) to calculate the localised effect on
mining communities.

Premature retirement is allowed for as previously (25%). These latter two
adjustments, therefore balance out the secondary adjustments.

THE MULTIPLIER

10.

! . i B
This is an economist's concept based upon the 'regional income multiplier’.
A region is said to have 'Basic' industries, which "export' goods and services

to other regions and earn income for that region.

A region also has 'Non-basic’ industries, which serve the 'Basic' industries
(eg. retailing, education and other services).

When a 'Basic' industry expands, extra income is earned and job opQOrtunities
expand in that industry and the 'Non-basic’ industries that serve it.

The reverse is also true, when a 'Basic' industry contracts, the service industries
contract too.

The Multiplier is an attempt to quantify this relationship. This relationship
differs from region to region, from industry to industry.

Studies of the Steel Industry have quantified this relationship as low as
x1.25 (25% extra job loss) in the case of Bilston (West Midlands) and as high
as x3,00 (200% extra job loss) in the case of a Welsh Council Study (The Welsh
Social Accounts 1968: A Labour Dimension, Page 25) commissioned by the Welsh
Office from the Institute of Economic Research, University College of N. Wales.
This is a highly 'qualified' figure and the authors stress that extreme care
should be exercised in making generalisations from oneyear's data.

THE MULTIPLIER 'AGREED' FOR THIS EXERCISE

16

A mid-point in the range of multipliers used elsewhere was thought appropriate
following an initial technical discussion. Subsequently data was available in
press and in discussions with N.C.B., as to mining jobs at severe risk because
of existing financial problems and the impending 1.6 million tons of coal
reduction in B.S.C.'s requirement. This data was thought far superior than
any technical estimate, and therefore the multiplier used for other associated
industries and services was at the level of 50% with a secondary effect of

25% for coal commumties.

The overall effect of lost job opportunities (Stage 1 Line 5) could be represented

as using a general multiplier of the order, 2.30 (130%). However further
adjustments have to be made to this figure to derive an estimate for Registered
Unemployment.

THE DEMOGRAPHIC ADJUSTMENT

18.

Every vear members of the workforce retire or die, with new members seeking work
to take their place after leaving full time education, or having less family
responsibilities. This demographic adjustment consists therefore of 2 factors:
1. Numbers leaving the workforce

2. Numbers entering the workforce

28. APPENDIX 2 (Cont.)

The first factoroiqcludes those taking early retirement. This is thought to
be as high as 25A-1q thg case of the steel workers and coal miners effected
by the current crisis given their present age structure.

Numbers entering the workforce, ie. seeking work, often reflects the number
of jobs perceived as available at any time. Therefore at times of shortage,
married women in particular, who would normally be actively seeking work do
not bother even to register as unemployed (as they are usually ineligible

for benefit). This creates 'hidden unemployment' not shown in the Department

of Employment statistics. Also early retirement, even if cushioned by a 1
L 1 ’ um
sum could be said to be 'hidden unemployment'. : i

A close examination of the age structures of the workin '

_ ag g population by the
Counpy Counc1]s has shown (Tine 8) a total of 4,450 extra people will be
seeking work in 1980 compared to those seeking work in 1979.

The early retirement effect (1ine 10) will more than reduce this as it totals
5,500. Nevethe]gss, the adjustment is important as it highlights the 'true’
rather than ‘registered' size of those who would normally wish to be in emp loyment.

SUMMARY

23.

qump]ogment rates are not given, except for South Wales overall, this avoids
m1s]ead1ng.anomo1ous effects. The absolute figures for unemployed are the
rg]evant figures. The extra numbers by County areas are West Glamorgan +10,250;
Mid Glamorgan + 9,350; Gwent + 9,350; and South Glamorgan +3100. ’

These are figures for registered unemployment. As table shows, 'true' numbers
are considerably higher.
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REMEDIAL ACTION ON ECONOMY: COSTS

TECHNICAL EXPLANATION

AS RESULT OF STEEL RUN DOWN (11,400 JOBS LOST)

i) 4 million sq. ft. of floor space required:

Assume 2 million sq. ft. advance factory floorspace @ £25 per sq. ft.
2 million sq. ft. self build (see (v) below)

i1) Site purchase and preparation of 800 acres of land @ £50,000 per acre

111) Improved access to industrial areas - £15 million each in Gwent and
West Glamorgan (based on estimates of access expenditure at East Moors)

iv) Retention of training places in South Wales:
500 places at £12,500 per annum (£250 per place per week)

R.D.G., S.F.A. and other aid:

6,000 jobs in advance factories @ £5,000 per job
6,000 jobs in self build factories @ £10,000 per job

TOTAL FOR STEEL CLOSURE

AS RESULT OF COAL RUN DOWN (7,300 JOBS LOST)

1) 23 million sq. ft. of floorspace required:

Assume 2 million sq. ft. advance factory floorspace @ £25 per sq. ft.
t million sq. ft. self build (see (iv) below)

i1) Site purchase and preparation of 400 acres of land @ £50,000 per acre

i1i) Improved access to industrial areas (increase over West Glamorgan/
Gwent accounted for by greater dispersal of need in coal closure areas)

iv) R.D.G., S.F.A. and other aid:

6,000 jobs in advance factories @ £5,000 per job
1,500 jobs in self build factories @ £10,000 per job

TOTAL FOR COAL RUN DOWN

APPENDIX 3 (Cont.)

'RIPPLE EFFECT'(MINIMUM OF 5,900 JOBS OF WHICH 2,000 IN MANUFACTURING)

i) 700,000 sq. ft. of floorspace required:

350,000 sq. ft. of advance factory floorspace @ £25 per sq. ft.
350,000 sq. ft. of self build (see (iii) below)

i1) Site purchase and preparation of 140 acres of land at £50,000 per acre
i11) R.D.G., S.F.A. and other aid

1,000 jobs in advance factories @ £5,000 per job
1,000 jobs in self build factories @ £10,000 per job

TOTAL FOR 'RIPPLE' EFFECT (2,000 Jobs)

GRAND TOTAL

£381.75 m
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DEPARTMENT OF INDUSTRY |
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-2i12 550/]

SWITCHBOARD 01-212 7676
Secretary of State for Industry

The Rt Hon Sir Geoffrey Howe QC MP ﬂA%(ﬁx(qjlr
Chancellor of the Exchequer

HM Treasury

Parliament Street I ,1
LONDON SWAP 3ZHE. 24 February ’1980

REMEDIATL MEASURES FOR AREAS AFFECTED BY STEEL RUNDOWNS

As you know officlals have been considering the measures which the
Government could take to alleviate unemployment in the areas affected
by BSC's planned slimming down - Consett, Scunthorpe and parts of
South Wales. I attach a copy of their report whose recommendations

I endorse.

Nicholas FEdwards has of course already announced remedlial measures
to cost &48 million for South Wales. I propose to make an early
announceient of corresponding measures for Scunthorpe and Consett
although the timing may be affected by the progress oi the steel
strike.

Consett will be the most hard hit of these areas, harder hit even
than Corby. Unemployment in Consett could risé to over 20%. Moreover
in the past, despite its Spxial Development Area (SDA) grading, the
town has not proved attractive to new industry. The Northern Rﬂgluu
as a whole - which suffers the highest unemployment rate in Great
Britain - will consider our measures to help Consett as a test of the
strength of our concern with unemployment in the North.

Following the pattern set by Nicholas Edwards for South Wales, I aw
proposing to undertake a special programme of advance factory
construction in and around Consett and Scunthorpe.  Toe expenditure
to be undertaken in Wales over the next two years will appear
embarrassingly large compared with the relatively limited expenditurs
I can sensibly recommend for Consett and Scunthorpe. This apparent
discrepancy can be defended however on the grounds that the overall
increase in unemployment in Wales can be expected to be considerably
greater, and that/Consett in particular the difficulty of letting
Tactories requires new construction to be spread over a much longse
period.




I therefore propose to announce a five year programme to cost
£19 million at 1980 PES prices, split 2:1 between Consett and
Scunthorpe. Although I do not propose to include this in any
statement, I intend the pace of expenditure to be governed by
the success in letting in order to ensure that not more than a
reasonable amcunt of vacant space is on offer at any one time
while keeping within the maximum of amounts of expenditure
proposed. These will be £2m in 1980/81, £5m in 1981/82 and
£4m per year for the remaining three years.

I hope that Michael Heseltine will give most sympathetic consid-

eration to the proposal for a substantial derelict land clearoance [y
programme at Consett because such @ programme WOUId bo desirable (]
in itself and also because it would visibly demonstrate our concern. u

I also hope that Jim Prior will feel able to adopt the modest
proposals by the Manpower Services Commission and that their
implementation could be announced in my statement.

I think we can deal separately with the érrangements under Section
/7 of the Industry Act for supporting in certain circumstances in-
house training costs of firms in the SDAs and the Development Areas.

e e

| S— et e e S ‘_'_—'—"--——--—-—--‘-__n.-'

ile obviously we cannot yet take firm decisions about any changes
in Assisted Area (AA) gradings, I am anxious to arrange for officials
to let the Commission know informally that we have some upgradings
under consideration so that we can implement decisions quickly when
the time comes. I propose therefore that my officials should make
informal contact with the Commission besed on the maJjority recommend-
ations in the report, subject to further advice from officials on
the treatment of Cwmbran.

Iy Department has been able to absorb within its existing allocations
the costs of the advance factories proposed for Consett and Scunthorpe
together with any additional Section 7 expenditure at Scunthorpe put
1t cannot manage more. As you already know, because of much larger
than foreseen redundancies at BSC we face substantial additional and
inescapable costs in respect of the statutory steel redundancy payments
scheme above those allowed for in our PES totals. There is a
reasonable expectation that some of these additional costs may be
offset by the savings likely to arise in the present Regional
Development Grant (RDG) provision because the downturn in investment
may be greater than allowed for in our PES totals. But to the extent
that such savings fall short of the additional redundancy costs, they,
and additional RDG payments arising from the creation or upgrading

of Assisted Areas (the bulk of which will be paid out in Wales).
should, I hope you will agree, be a call on the Contingency Reserve.
Nicholas Edwards will no doubt comment separately on the additional
Section 7 expenditure in Wales that would fall on his Department's
vote.




I am concerned at the political capital that is being made

about the effect of steel closures on the coal industry 1in
South Wales. The NUM are attributing a substantial number

of job losses in South Wales to the Government's steel policy
and as yet we have made no attempt to counter this. To some
extent redundancies in the South Wales pits will arise anyway
as coal seams become uneconomic and we need to make it clear
that those redundancies that arise from steel retrenchment are
the result of a fall in the demand for steel rather than of
Government policy. Furthermore we have no clear idea of the
likely timing of pit closures; it seems unlikely that they will
take place as quickly as the redundancies in the steel industry.
I have therefore asked officials here to discuss these problems
with their colleagues in the Department of Energy and the Welsu
Office and try to gain a clearer understanding. As a result

of their work we may have to consider further remedial measures
and whether the work already done by officials on modifying the
assisted area gradings needs to be amended. We shall also no
doubt need to explain the position clearly to public opinion 1in
South Wales.

z

Subject to the views of colleagues on my proposals I plan shortly
to circulate a draft of my statement on remedial measures for
Consett and Scunthorpe (excluding however the question of AA
gradings). No doubt we can have a discussion in E Committee if

this would help.

I am sending copies of this letter and attachment to members of
the Cabinet, of E Committee and to Sir Robert Armstrong.
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REMEDIAL MEASURES FOR AREAS AFFECTED BY STEEL RUNDOWN

REPORT OF INTERDEPARTMENTAL GROUP OF OFFICIALS

INTRODUCTION

1.1 The British Steel Corporation (BSC) have announced their

intention to close their iron and steelworks at Consett, in Derwentside,
Co Durham (involving 4,000 job losses); and to reduce iron and steel-
making at their Scunthorpe works (2,800 job losses). Although BSC have
yet to finish their consultations with the trade unions over these
proposals, they have indicated that they will be looking to complete these
reductions by August 1980. BSC have also announced their intention to
reduce the combined capacity of their South VWales plants at Port Talbot
and Llanwern to a combined total of 2.8 million tonnes per annum. BSC
have yet to finally decide on how this might best be achieved but they are
at present concentrating in consultations with the unions and workforce
on a "slimline" option which would involve keeping both works open but with
a reduced capacity at each. Such an option would mean the loss of

11,300 jobs (6,883 jobs at Port Talbot and 4,454 at Llanwern).

Ao The interdepartmental group was set up in December 1979 under the
Chairmanship of the Department of Industry to consider possible remedial
measures to oifset the impact of the redundancies arising from these
closures in the areas concerned. The Welsh Office, the Treasury and the
Departments of Environment, Employment and Transport and the Manpower
Services Commission (MSC) were also represented.

15 The Secretary of State for Wales announced on 4 February that

£48 million would be spent in the areas affected in South Wales on factories,
land acquisition and associated infrastructure. That leaves the following
major issues for Ministerial decision:

(i) what similar measures should be taken in the
relevant English areas;

(ii) whether there should be any changes in Assisted Area
status of the English and Welsh areas.

An early announcement could be made on factory-building etc in Scunthorpe
and Consett. However, there should be no announcement about Assisted Area
status until BSC have taken their final decisions on the implementation of
the reductions, although the European Commission could at this stage be
notified of possible changes on a contingency basis. -
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1.4 The possible effect of the steel reductions on local unemployment is
described in Chapter 1 of the report. Remedial measures specific to Consett
and Scunthorpe are discussed in Chapter 3. Assisted Area status of both the
English and Welsh Areas is treated in Chapter 4. Chapters 5 and 6 describe
manpower development and possible compensation for loss of rate income which is
applicable to all the areas affected by the steel rundown. Financial and man-
power implications of possible remedials, and the summary, appear in Chapter 8.

2
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CHAPTER 1
UNEMPLOYMENT EFFECT ON THE AREAS CONCERNED

1.1 The job losses which will result from these closures and redundancies are
large. Very seldom do single closures have such an impact nor (short of a BL
catastrophe) are there likely to be more than a handful of comparable ones in
the future. While any '"forecasts'" of the impact on the localities must be
speculative some estimates of the resultant rates of unemployment (based on
experience of previous steel closures) together with present (January 1980)
unemployment are shown in Annex A. The table takes account of all manpower
redundancies planned at the works in question.

l.2 The impact of any consequent job losses in other industries or in local
services is much more uncertain. While, for instance, the coal industry in
South Wales will be affected the incidence and timing of any resultant job
losses cannot at present be estimated with any degree of certainty - and are
unlikely to be known even when BSC's final decisions are made; their impact

on the areas affected by the current closures and contraction in the steel
industry (and other areas) is not therefore taken into account in the recommcnd-
ations contained in this Paper. A separate review may be necessary once these
secondary effects are known.

1.3 A number of surveys into the rate of redeployment of redundant workers have

been carricd out, but no clear pattern has emerged that could be helpful in
predicting the rate at which redundant steel workers will find new jobs particularly
since many of those who do will displace other job seekers. Iocal conditions are

a major determinant anyway. Such evidence as there is - including surveys of

1978 redundancies at Glengarnock (BSC) and Swan Hunter Teesside (British Suip-
builders) - suggests that workers are redeployed considerably more slowly now

than in the early 1970s. All the surveys show that relatively few workers moved
house in order to find new work. The most found in any survey was 4% and these
tended to be the younger and more skilled. |

Consett

: ‘will
l.4 From the table at Annex A it will be seen that the closure at Consettﬁhave
the worst effect in terms of unemployment in the immediate locality. Unemployment
in the Consett Travel to Work Area (TTWA) is already 11.6% and could rise to over
20%, as a direct result of the closure. Moreover, Consett's relative isolation
makes it difficult to attract alternative employment and for those made redundant

to find jobs within reasonable commuting distance. Further details on Consett are
given in Annex A.

Scunthorpe

1.5 The Unemployment rate in the Scunthorpe TTWA is 6.4% somewhat above the GB
average (5.9%). The con traction at the steelworks may result in unemployment
rising to over 10% and this will be compounded by a further 500 redundancies due
to take place by August in Scunthorpe announced by BSC's subsidiary Redpath
Dorman Long Ltde. Further details are given at Annex 8.

3
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South Wales

1.6 The loss of 11,300 jobs in South Wales arising from the option now being
discussed by BSC would have a direct effect on the TTWAs of Port Talbot, Neath/
Resolven, Swansea, Newport and Pontypool as indicated in Annex A and some effect
upon South Wales as a whole. Considerable Job losses are likely to take place
as a result in other industries such as coal and transport - although the time-
scale of these losses will be longer than in steel and as explained in paragraph
4.2 their incidence is not yet clear. However, the Welsh Office estimate that =a
minimum of 5,000 - 6,000 jobs will be lost in the coal industry in the next 12
months or so, most of these arising in the areas suffering the steel job losses.

1.7 If BSC were to choose any option other than their preferred 'slimline' one
the local effects would be much more serious. Complete closure of the Port
Talbot works (12,584 direct job losses) might result in unemployment of over 15%
in the Port Talbot TTWA. The other choice, complete closure of Llanwern (9,353
Job losses might result in unemployment of 14% in the Newport TTWA). Either of

these more drastic options would also have a more serious impact on the 'secondary!
industries such as coal.

4
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CHAPTER 2

EXISTING HELP FOR STEEL CLOSURE AREAS AND ASSISTANCE FROM EUROPE

Existing Help for Steel Closure Areas

Al Steelworkers made redundant by BSC will on past form receive
generous severance payments. Assistance is also available in large-scale
redundancies from the Manpower Services Commission (MSC) to help find
alternative employment and provide training for the workers involved.
Further details of this help are given in Annex D.

2al Regional Selective Financial Assistance under Section 7 of the
Industry Act 1972 is available for viable, commercial projects which create
or safeguard employment in the Assisted Areas. The amount of Section 7
grant is the minimum necessary to secure particular projects. The maximum
assistance available is determined by reference to the status of the area
concerned and is tnerefore higher in Special Development Areas (SDA) than
in Development Areas (DA) or Intermediate Areas (IA). Steel closure areas
qualify, however, for assistance up to the maximum of £5,000 per job
irrespective of their formal Assistcd Area status.

e Steel closure areas also merit the attention of BSC (Industry) Ltd,
a subsidiary of BSC set up to help attract jobs to steel closure areas.
BSC (Industry) Ltd is already active in Consett but not yet in the other
areas discussed in this paper. A background note on the company 1s at
Annex E. '

Assistance from Europe

2.k Steelworkerc made redundant by BSC are eligible for readaptation
grants funded jointly by the Government and by the European Coal and Steel
Community, which also gives assistance to encourage industrial projects
which provide employment opportunities for redundant steelworkers. In
addition some assistance might be available to projects in steel closure
areas under proposals made by the European Commission to the Council of
Ministers for the use of the non-quota section of the European Regional
Development Fund (although Consett and Scunthorpe have not yet been
included wilhin the ambit of these proposals). Further details of these
measures are given in Annex F. »

2o As a result of a commitment by the Chancellor of the Exchequer to
the TUC a separate exercise is being conducted into whether more funds
from European sources can be channelled into steel.




CONFIDENTIAL

CHAPTER 3%

REMEDIAL MEASURES FOR CONSETT AND SCUNTHORPE

(a) FACTORIES

el Advance factories are one of the more effective means of attracting
industry. They also offer the most tangible evidence of Government action
to the local community, provided they can be started promptly, and tenants
found within a reasonable time. They have invariably formed part of
Government response to sudden large closures in major industries such as
steel and shipbuilding. For instance, some £15m of additional funds were
allocated to the Shotton area for factory development following BSC's
announcement in November 1979 of the cessation of iron and steelmaking by
March 1980. 1In Corby, as a New Town, Government advance factories are built
by the Corby New Town Development Corporation. It already had a substantial
factory building programme in hand and the Department of the Environment

has made a further £3 million available for infrastructure and site consolida-
tion for the development of an additional 70 acre industrial site

S The remedial measures package of £48 million announced by the secretary
of State for Wales will be devoted to land acquisition, and site preparation
for factories and to the building of advance factories in the catchment areas
of BSC's Port Talbot and Newport works over the next two years. A target

of 11 million sq ft of factory space (providing space for firms employing
about 4,500 people) has been established for this period; details for later
years still have to be determined.

Private Sectoir

e Private factory development in Consett and Scunthorpe is insignificant,
and it would not be reasonable to expect any private sector involvement in

urgent programmes of this kind. The search for willing partners would militate
against a quick response; but in any case, given the private sector's pre-
occupation with rental (and therefore industrial) growth, it is unlikely

that any willing institutional partner could be found even at the price of

heavy initial subsidy. Therefore the Government agencies will have to

provide the factories in the first instance wholly from public funds; it is
possible that completed and fully tenanted factories could be sold to the private
sector once a satisfactory growth climate in the areas had been established

although it would be unrealistic to hope for early recovery of expenditure
in this way.

Programming

3.4 The ability to sell completed estates for a reasonable return will
depend on the rental levels achieved. It is therefore important not to flood
the market so as to avoid undue delay in letting, which would lead to
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to

depression of rents. It is important toojkeep any factory building
programmes in perspective. The comparison with Merseyside, for example,
needs to be borne in mind. Unemployment there is now 11% (90,000 unemployed
compared with the projected unemployment in Consett of 7,000 people); but
only 525,000 sq ft of factories are built, under construction or planned

for the area and 10% of this is already under offer to prospective tenants.

DD Any programme of advance factories for Consett and Scunthorpe

should comprise an appropriate initial provision for each area, with a

view to the replacement of factories as they are allocated. This would

ensure continuous availability of a suitable range of sizes in each area
without flooding the market unduly. With this in mind a 5 year programme with an
annual ceiling is suggested with provision for review in the light of develop-
ments. Altogether the programme would amount to 575,000 sq ft in Consett

and its vicinity (providing upwards of about 2,000 direct jobs) and

225,000 sq ft (providing rather more than 1000 direct jobs) in Scunthorpe.
Further details of the proposals are given in Annex G. Its estimated cost
would be £19 million spread over the five years of the programme.

Environmental Measq:es

Consett

3.6 Consett is characterised by severe environmental problems and is
dominated by the overpowering structure of;§he steel works and the associated
slag heaps. The Coopers and Lybrand Report' recommends that a special fund

be made available to implement a programme of environmental works to

improve the image of the District. Derelict Land Clearance grants could

help to achieve this although funds for these are strictly limited and a
special allocation would be needed if this were to feature prominently

in any package of remedial measures. The Northern Region as a whole

already receives over 3%0% of the £20 million currently available for derelict
land clearance in England. Derwentside's share in 1979/80 was £150,0C00.

The local authorities' capacity for self-help is limited because of the severe
restrictions on the Locally Determined Sector borrowing approval. Further
resources might however be available for the reclamation of certain

derelict urban/industrial sites within the measures now being discussed by

the EEC Commission to aid steel closure areas through the non-quota section
of the ERDF (paragraph -4 ).

Scunthorpe

el Scunthorpe is not characterised by environmental problems in
the same way as, say, Consett. Little needs therefore to be done

FOOTNOTE: * This report into the prospects for attracting
employment to the area was commissioned jointly by - B3C(Industry)
Ltd,Durham County Council and Derwentside District Council, -
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in the way of environmental improvements. A problem is a relative
shortage of fully serviced land for industrial devclopment,
together with some physical impediments to development. These
problems are largely within the capability of the local authorities
to solve. The main contribution that DoE could make would be to
ensure, within avalilable resources, that funds are available for
the infrastructure and servicing of industrial sitese.

Communications

3.8 No transport measures are necessary for Scunthorpe beyond
those already in train.

As Tfor Consett however the Coopers and Lybrand report on the ares
considers that improvements to the road between Consett and
Stanley (the main town in the area) to be a key element in the
industrial regeneration of the area. In addition if the
unemployed in Consett are to be encouraged to seek jobs elsewhere
some extension of bus services and fare subsidies may be necessary.

5.9 Improvements in roads and bus services are, however, foi the
Durham County Council to undertake within the resources available
to them. Although the Department of Transport has no spare
resources fromwhich to Ifund these improvements directly or eny
locus to intervene 1t will as far as is possible and within the

natiocnal total available for local transport spending in 1981/82
which will form the basis of the next annusl Transport Supplementary
Grant allocation seek to allocate sufficient resources to the

County Council to allow them to undertake thece improvements if

the Council judge them to be of high priority.

5,10 The future of the freight line between Consett and Newcastle
1s a matter for the British Railways Board.

511 A further discussion of communications in Consett and
ocunthorpe is at Annex H.
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Status Enhancement for Consett

5.12  Alone among the areas affected by BSC's current proposals, Consett

is already a Special Development Area. Thus it already benefits from the
maximum level of regional incentives available in Great Britain, often up

to the maximum permitted by the EEC. The Group considered other possible
measures to 'enhance' the status of the area, to focus attention more directly
on it, and perhaps to make assistance available beyond EEC ceilings. (In

this latter respect training assistance under Section 7 may be of some
relevance (see paragraph 3.5 ),

DelS A number of measures were considered and these are examined at Annex T.
Of These, assistance for Consett under the Inner Urban Areas Act or by setting up
an Urban Development Corporation there, were rejected by the Group. The
possibility of setting up an Enterprise Zone in Consett was also examined.

This would have some presentational advantage and the fiscal incentives
assoclated with such zones might be an additional encouragement to firms

there. However Ministers are looking for sites for Enterprise Zones which have
real promise of success and Consett should not/included in the initial list

of sites in the announcement about Enterprise Zones although if local
authorities in Consett asked for an EZ this would of course be considered on
its merits.
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CHAPTER 4

ASSTISTED AREA STATUS (English and Welsh Areas)

In his announcement on 4 PFebruary 1979 on remedial measures for South Wales
steel areas the Secretary of State for Wales said that the Government would
anmounce any changes in Assisted Area (AA) status as soon as possible after

the BS5C had made its final decision on the implementation of its planned
reduction. With Shotton and Corby no firm decisions on AA status were talken
before we were certain what BSC would do. An upgrading is in practice
irreversible in the short term and there is no flexibility as there is with
other remedial measures such as factory building. Nevertheless although

no firm decisions on AA status should be taken at this stage it would be
helpful to consider now the general approach that might be adopteds Ministerial
agreement on the approach would facilitate the taking of guick decisions

later on (an early response to BSC's final decisions will be expected especially
as some of the areas concerned are due to be downgraded in August 1980).

Such agreement might also provide a basis for officials to notify possible
changes to the ElC Commission on a contingency basis as we did in the case of
Shotton and Corby; this, might, too, save time later on.

On 17 July 1979 the Secretary of State for Industry announced the conclusions
of the review of regional industrial policy. The July decisions were
designed to provide a stable framework for regional policy to concentrate
assistance more effectively on the areas of most need; to greatly reduce the
coverage of Assisted Areas, and to save public expenditure. Hoviever these
decisions as far as they affect those Special Devel opment Areas (SD&S) and
Developnent Areas (DAs) which are due to lose their AA status are subject to
a review before they are fully implemented in August 1982,

What principles should govern changes in AA status of individual areas
in the interim period before this coming review? One option open to Ministers
is of 'fine tuning' to upgrade (or downgrade) individual areas as their
circumstances meet the prevailing criteria for the relevant AA-grade, However
this could probably result in a number of upgradings especially in the next
few months given the probable extent of closures and redundancies in the
depressed economic climate. This would undermine the stability of regionz2l
- policy which is wvital if it is to succeed in influencing investment decisions
by industrialists. lMoreover since, in practice, it is politically much
easier to upgrade an area than to downgrade it, 'fine tuning' would result
in an extension of AAs contrary to a main objective of the July decis:ions.

The second option open to Ministers in the interim period before the review
of post 1982 boundaries is to make changes only in response to sudden ana
certain changes in the area's circumstances which are likely to have a large
long term effect. A steel closure as large as those discussed in this repor:
is an obvious example, but a normal 'big' closure whether in the private or
public sector would not be.
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A related issue which Ministers will wish to consider, and which is particularly
relevant to South Wales, is how far changes in AA status should anticipate

major closures or redundancies which are not yet certain. There is no need to
indulge in such speculation on BSC's intentions as the Government's announcement
will follow the Corporation's final decision. However even then the impact in
South Wales will be by no means clear since the incidence and timing of the
other possible closures there, especially of colleries will not be known. The
Group (Welsh Office dissenting) consider that any announcement of changes in AA
status of areas affected by the steel reductions should take into account other
job losses only if these are then known tc be certain, although obviously the
Government would make clear its willingness to keep the prospects for the areas
concerned under review and to make further changes if necessary. The Welsh
Office consider however that the Government will be expected in any announcement
of AA changes in South Wales to take account of probable job losses in other
industries consequent on the steel reductions.

The case for chenges in AA status of the TTWAs that will be directly affected
by the manpower reductions planned by BSC are discussed in Annex J
The main choices arc as follows:

(1) to reverse the decision to strip Scunthorpe of its Intermediate Area
(IA) status; to leave Newport as an IA (as planned for 1982 under
the July decisions); and to retain the whole of Port Talbot TTWA as

a DA (thus partially reversing July decisions). Cost £6 million per
year; -

(ii) to upgrade Scunthorpe and Newport to DAs and to retain Port Talbot
TTWA as a DA. Cost £107 million per year;

(iii) as (ii) but to upgrade the Port Talbot TTWA to an SDA. Cost £13%
million.

Other changes that could be made are: the reversal of the decision to down-
grade the Neath TTWA from an SDA to a DA. (Cost £1 million per year); the
upgrading of Cwmbran (within the Pontypool TTWA) to DA should it be decided to
upgrade Newport to a DA. Cost £}-2 million per year.

The Group (Welsh Office dissenting) considered that the changes at option

(ii) above would be an appropriate response. The Welsh Office argued that on
the planned Jjob losses at the BSC works at Port Talbot would by themselves

lead to that TTWA meriting SDA status and that there was also a strong case for
reversing the downgrading to DA of the Neath TTWA particularly if account were
taken of the likely job losses in coal mining. ~All were agreed that if BSC
concentrated its rationalisation of capacity in South Wales on Port Talbot then
the case for SDA status of that TTWA would be very strong. The Group could not
reach agreement on whether if the rationalisation were concentrated on Llanwern,
where Newport merited SDA, rather than DA, status.
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CHAPTER 5

MANPOWER DEVELOPMENT AND LABOUR MOBILITY AND TRAINING

5.1 This Chapter first considers what special measures might be taken

by the MSC to help people in areas affected bv the steel reductions to find
Jjobs. Secondly it describes a possible schem= currently under consideration
for giving financial assistance to firms where saving costs are a significant
factor in location decisions. The main objective of this second scheme of
assistance would be to provide an added inducement to firms to set up in SDAs
and DAs.

S Annex D sets out the normal contribution the MSC makes for any major
closure through an augmented provision of its normal placement and training
services. It is, however, clear that the employment effects of the major
redundancies are not confined to steel workers. Those thrown out of work by
the secondary effects of the redundancy may be worse affected since they may
receive no redundancy pay and have no special action taken on their behalf.
The labour market in the community as a whole will be affected, particularly
new entrants to the labour force, the long term unemployed and older workers.

Training capacity in local industry may be reduced and the skill base eroded
as firms close down.

DD Help for community - Manpower services can support the creation of new
Jobs by new or incoming industry through appropriate training efforts; can
help workers retrain for new employment where Job opportunities exist; can
help workers move house to find employment elsewhere; and can provide
temporary jobs as work experience for the unemployed. The MSC's normal
services will go some way to fulfill these aims. In the steel areas the MIC ~
considers that additional measures might be Justified to support employment
creation and to help unemployed workers, in the context of a more general
Government approach. Some measures that MSC considers might be introduced
are examined in Annex although it is acknowledged that they are bound to be
of limited effectivenecs in relation to the scale of the problem.

5.4 Because of the cuts already imposed on MSC's proposed expenditure in
1980/81 and commitments already made, it would not be possible to provide the
additional help outlined in Amnex & unless further resources were made
available. An indication of the possible additional costs (just under

£2 million) is given in the appendix to Annex K though it is very difficult
to foresee the take-up rates for such schemes. Additional staffing resources
would also be needed, especially in respect of a training subsidy where
monitoring would be required.

-

55 Assistarce for Training in Firms - Training costs can be & significant
factor in location decisions. A scheme under Section 7?7 of the Industry Act 1972
to provide financial assistance towards these costs could therefore prove
attractive to potential investors, especially inward investors with a choice

of location between the UK and other countries in Europe. In particular,
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the scheme could directly improve the prospects of steering new investment
to steel closure areas where there is generally only a limited range of
skills available and the need for large scale retraining can be a major
disincentive to potential incoming firms. Officials have considered the
introduction of a scheme to provide training grants on a number of occasions
in the past, but an early stalling point has been the attitude of the
Commission. However, it is now clear that Commission officials would regard
such a scheme as falling outside the ceilings on regional aid applied to
Assisted Areas in the UK. This means that such a scheme might be a real
additional inducement to firms who receive the maximum assistance permitted
under these ceilings as can happen in SDAs such as Consett.

5.6 Officials are therefore now giving consideration to a scheme of this
kind. It would apply to projects providing a minimum of 25 jobs in SDAs or
DAs. As such it would be an instrument of regional policy rather than one
directed specifically at steel closure areas. But it could play a major part
in attracting projects to steel closure areas: indeed such areas would probably
make the greatest demands on a scheme in the short term.

Dietr. Projects would qualify for assistance where a major training programme
was necessary and where, therefore, training costs represented a significant
element of total project costs. The grant provided would cover 40% of the
basic wages of trainees and instructors and of the materials consumed. It would
attract from the European Social Fund a matching contribution of 40% of those
costs; all other costs, including allocated overheads, would be borne by the
firm. The Department of Industry (and in Scotland and Wales the Scottish and
Welsh Offices respectively) would be formally responsible for the scheme but
the appraisal and monitoring of training programmes and processing of appli-
cations to the ESF would be handled by the Department of Employment and the
MSC.

56 Assuming an average training period of 13 weeks, an annual allocation

of £5 million under Section 7 and £5 million from ESF would finance training for
9-10,000 jobs in SDAs and DAs. Whilst the Department of Industry, SEPD and WOID
would seek to meet part of the cost from the existing Section 7 allocations an
extra £2 million to £3 million would be required to finance the full scheme.
This would, of course, be matched by the extra contribution from the ESF.

99 A sepafate submission will be made to Ministers within the next week
or two.
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COMPENSATION TO LOCAL AUTHORITIES FOR LOSS OF RATE INCOME

6.1 Closures result in a loss of rate income - quite sizeable in some
cases - for the local authorities concerned. Although the drop in rate
income is eventually made up by increases in the Rate Support Grant (RSG)
there is a time lag; additional RSG would not normally be earned until
the second financial year after that in which the closure takes place.
Under the previous Administration authotities suffering losses from the
steel closures at Hartlepool, Ebbw Vale, East Moors and Shelton were
compensated. The local authorities in Corby, Shotton and other proposed
steel closure areas are now pressing for similar compensation for the
loss of their rate income on the basis that the sizeable reduction in
their income will preclude them from taking effective action to deal with
the social consequences of the closures or facilitate expansion of industry
. through site servicing and infrastructure works.

6.2 The loss of rateable value for the prospective closures of steel
works are proportionately considerably greater than for those which

took place under the previous administration. Derwentside District
Council will lose almost 17% of its rateable value compared with a
maximum loss of less than 6% from those earlier closures. In the case
of Port Talbot and Llanwern, the 'slim-line' proposals will mean partial
closure of operations and the likely loss of rateable value to the
respective District Councils cannot be readily determined. However, the
rateable value of the Port Talbot plant as a whole represents about 41%
of Afan Borough Council's total rateable value and that of Llanwern some
17.5% of Newport Borough Council's rateable value.

6.3 There are strong arguments however against compensation arrange-
ments in the present cases. Legislation would almost certainly be
necessary if such arrangements were to be repeated. Moreover, any new
scheme would certainly establish a precedent which could be relevant to
closures in other industries - coal and shipbuilding are immediately
relevant. Treasury have expressed the view that compensation, if any,
should be within the RSG total. But that is impossible under current
legislation and the Local Government, Planning and Land (2) Bill as
published. Local authorities would probably oppose pre-emptive

Schemes on the total of RSG. Finally, account must be taken of the

case of Bilston, which was time-barred under the earlier scheme and
would, if dealt with retrospectively, create other precedents. On
balance it was generally felt that compensation for loss of rate

income should not be included amongst the remedial measures. The

Welsh Office, however, has drawn attention to the continuing strong
pressure from local authorities for such compensation and points out
that even if the loss is eventually made up, the gap poses an especially
difficult problem for the districts involved. The Welsh Office therefore
believes that the question merits further consideration.

CONFIDENTIAL
14
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CHAPTER 7

MON! TORING ARRANGENMENTS

(.1 In one previous closure at Ebbw Vale,a formal working group,
comprising representatives of all the bodies concerned in the
area affected was set up to monitor the effects of the rundown
and of remedial measures. The Group meets regularly under the
Chairmanship of a llinister or senior official. Experience of the
working of this monitoring committee would suggest however

that such formal arrangements would not be needed for the present
round of closures,although some form of ad hoc monitoring arrange-
ments between Regional Offices ofsinterested Departments (in
Wales, the Welsh Office and the various agenciesﬁ,the local
authorities concerned and BSC(Industry) Ltd would be desirable.
Some local authorities in Wales are suggesting other forms of
coordination but these can be considered separately by the Welsh
Office if need be.
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CHAPTELR 8
SUMMARY OF OPTIONS: FIWANCIAL ~ND MANPOWkh IMPLICATIONS

8.1 This Chapter sets out the options for remedial measures. I+t

also gives the cost of each opgtion and whether, in the view of the
rele&ant Department, an addition would be recuired to that Department's
fianencial allocation. It should however be noted that the Treasury
believes that any extra expenditure on remedial measures should be

contained within Departments' existing slllocaticns.

8.2 The summ: Ty dces not cover the £48 million to be spent on factories

in South Wzles as this has already been decided upon and anncunced. Nor

does it include the financial or manpower iﬁplic;tions of the possible sclheme
for trasining assistence (parsgraphs 5.5-5.9 and S.HQ as a separate

submission to [Ministers will be made on this. None of the other cptions
would result in any significant increase in the numbers employed by

Central Government Departments or agencies.
&

REIMEDIAL MEASURES FOR COHSLIT AND SCUNTHCHI'E (CHAPTEH3I)
FACTORL 2

6.3 Another 65,000 sc ft of factories should initially be built in Consett.

Over the next five years further factories would be built up to a limit
of 80,000 sc¢ ft per year to replace space as factories are let. Site
prepsration and pre-tender work for 50,000 st ft of these replacement
factories should be put in hand immediately. 15,000 st ft of factories
per year over the next five years in the nearby town of Stanley 1s also

propogced.

8.4 65,000 s¢ ft of factories should be provided initiaelly in Scunthorpe.
Heplacements would be provided as factories are let with the objective ithat
not less than 45,000 scft would be available at any time over the next five

YEe:TS,

8.5 Altogether this proposed five year factory programue iwould cost a
meximum of £1¢ million ( £im in 1¢80/81; £5m in 1681/02:and £4m for esch
of the rem:ining 3 years- at 1SU0 PES prices). This expenditure has been

&5
16
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sLzorbed in the existing allocations of the Department of Indusiry.

EIVIKOKMaNTAL MEASURED

8,6 A derelict lend clearance programme to cle.r the site of BSC!s

works at Consett would cost £b million over the next five years and

in the opin%cn of . &e Department of the Environment would require an
‘inancia

additional/provizicon. No special programme is proposed for scunthorpe.

COMMINTCATIONS

8.7 Improvements in ro:ds =nd bus services to Ccnsett nrc the responsibility
of Durham County Council but, subject to resources then available

n: tionally, the Department of Transport will consider &n allocaticn to the
Gouncil under the 1681/82 Transport Supplementary Grant Allocatiocn in

respect of the necessary improvements if the Ccuncil accord them a high
priority. The future of the rail line serving BSC there is for British

Riaa 15

8.8 No further improvements in communications to Scunthorpe are called for.

COWSETT: STATUS mNHANCEMLHT

8.9 As Consett is already a Special Development Area it cannot be

given z higher region=l grading. Inner area status or an Urban Development
Corporztion for the area is rejected. While any applicaticn from the local
autherity for :n Enterprise zone would be treated on i1ts merits Consett
should not be included in the initiel list of sites anccunced for the

pur_ osecs of consultation as the prospects of success for an. EZ in Conseit

are not high .

ASSISTED ARBA STATUS (GHAPTLR 4)

8.10 o firm decicicns on Assisted Area status of the kinglish or .elsh
areas should be mode until BSC have finilly decided on their reductions.

The main options =re as follows:

(i) +to reverse the decision to strip Scunthorpe of its Intermedi.te
Area st tus, to leave Newport as an Intermediate Area and te retain

17
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the whclecof the Port Talbot Travel to Work Area (TTWA)
as = Development Area (DA) (thus reversing the July decision).
The extra public expenditure resulting from this option would

be about £6 million per year;

(ii) +to upgrade Scunthor e and Newport to DAs and to retain
the whole of the Port Talbot TIWA as a DA. Cost: £103 million

per year;

(iii) as (ii) zbove but upgrading the whole of Port Tilbot TTWA
to a Special Development Area (SDA). Cost £135 »illion per year.

o

Oither possible changes ¢re to retain Weath s an SDA (£1lmillion per year)
and if Newport is to be given & status higher than IA, to give the same
status also to Cwmbran Employment Office Area {within the Ponitypool

PTHA, cost & —% million per year).

8.11 The majority of the Group considered that vption (ai) above would

be an approyriate responze to the planned job losses. The Welsh Office
however zrgued that the Port Talbet TIWA merited! SDA status ond that there

was also a strong case for reversing the downgrading to DA of Neath

particularly if zccount were tzken of the likely Jjcb losies in coal mining.

All were agreed that if BSC were tc concentrate ite reduction on Port Talbot
then the céce for SDA stotus for that TTWA would be very strong. The

Group could not agree on whether, if BSC were to concentraie the reduction

on LL:nwern, Newport meritted SDA, rather thean DA, st.tus. Advice on the

tre:tment of Cwmbron will be submitted 1n due course.

8.12 The Dep-rtment of Industry considers it unlikely that the extra
expenditure th:it would fall on its Vote as a-result cf such upgradings

. could be abscrbed in its exiuting @llocatilions.
MANFOW. R DEVELOFLLET AND LABGUR MCBILITY AND THAINING (CHAPTER 5)

- the MSC are

8.13 The special measures that could be introduced b

in annex K. Of these the [SC fevour the fcllowing:

18
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(i) to extend work assessment and reorientation course;
(ii) to extend small business training;
(iii) to encourage mobility;

(iv) to assist Industrial Training Boards.

8414 The cost would be just under £2 million wlich the MSC considers

could not be accomodated within its existing financial provisions.

8.14 A sepafate submission to Ministers witl shortly be made on a possible
scheme under Section T of the Industry Act 1672 to. provide assistance towards
the cost of in-plant training. The scheme would apply to projects in

Special Development and Development Areas but a substantial proportion of

the assistance would be directed to steel closure areas where the scheme
could be particugiérly attractive to potential investors. 4 would

attract a matching contribution frem the Buropean Social Fund.
CORPENSATION TC LOCAL AUTEGRITIES FOR LOSS OF RATES (CHAPTER 6)

8.15 The Group (the Welsh Office dissenting) did not consider that

special compensation should be given to the local suthorities concerned

in respect of rate income lost because of the closures. Legislation would

be necessary.
MONTITORTNG ARWAWCEHENTS (CHAPTLE T)
8,16 No formal arrangements with local authorities to monitor the effects

of the reductions on the areas are necessary. Ad hoc arrangements can

be set up if necessary.

Department of ITndustry

18 February 1580
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Redundancies
(Steel Closures/
Demanning)

May 1979
Unemployment

Average 1979
Unemployment

January 1980
Unemployment

Unemployment
assuming 70% of

those made redundant

register and that
90% of those are

males

Port Talbot

Port Talbot

Neath

Swansea

Tk

Total

Male

Total

5,520
(6.5)

2,115
(85

8,084
(7.5)

5,901
(7.4)

24332
(8.9)

8,327
(7.7)

7,04k
(13.0)
1,818
(10.4)

5,965
(9.4)

9,566
(11.9)
2,856
(10.9)

8,958
(8.3)

Newport

Pontypool

5,963
(6.7)

5,599
(Z<2)

6,783
(7.7)

3,588
(7.2)

6,839
(12.1)

2305t
(8.1)

9,460
C107)

3,961
(7.9)

Scunthorpe

Scunthorpe

3,413
(5.3)

4,107
(6.4)

S|t
(11.8)

61T
(10.8)

Consett

Consett

By o
(10.5)

%4636
(11%6)

5,222
(26.0)

6,681
(21.3)
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ANNEX B

CONSETT BACKGROUND AND POSSIBLE EFFECT OF CLOSURE

1 The town of Consett itself has a population of about 24,000 and is
situated on ar exposed site some 900 ft above sea level, surrounded by
moorland. Its Employment Office Area (EOA) together with those of
Lanchester and Stanley form the area of Derwentside District Council and
constitute the Consett Travel to Work Area (TTWA). A map is attached to
this annex. Derwentside has high unemployment and physical dereliction.
The outstanding feature of the area's economy since the war has been the
decline in coal-mining employment from nearly 17,000 jobs (42.5% of total
employment) in 1951 to 250 jobs today (less than 1% of total employment)
and even this last mine is now due to close. In recent years there have
been significant losses in steelmaking as well. Because of the rundown
in coal mining, the area was given SDA status in November 1967. Unemploy-
ment in the Consett TTWA in January wes 11.6% (%636 persons), 12.4% male
(2,482).

EFFECT OF STERL REDUNDANCIES ON THE AREA

2 In June 1976, there were 17,831 workers in the Consett EOA of whom
some 30% (42% male) were employed in metal manufecturing. In the
Derwentside District as a whole, there were 31,321 workers with 17.1%
employed in metal manufacturing. With so many people employed in metal
manufacturing (almost wholly in the BSC Consett works), the effect of the
L 000 redundancies on the economies of Derwentside, and even more so
Consett itself, will be drastic. This will be compounded by a further
350 redundancies arising from the earlier announced closure of the plate
mill at the Consett steelworks. BSC (Industry) Ltd estimate that the
"maltiplier" effect of the closure would mezn a further 600 jobs or

more being lost in the area. On the assumption that 70% of the redundant
steelworkers register as unemployed, unemployment in the TTWA following
the closure could rise to well over 20%. Since Consett is generally
unattractive to industry, unemployment is bound to remain very high for
a long time, unless many people find work elsewhere.




| o

el Derwentside Listrict focs

N towns

0OKm
|

Newcastie
uponTyne

=;--'-.-.!?Te esside

22

i e e [ e ] A e . e A el it e T e P o T ol T T g A |l W A




CONFIDENTIAL

ANNEX C.

SCUNTHORPE: BACKGROUND AND POSSIBLE EFFECT OF REDUCTIONS

The area principally affected by any redundancies from the Scunthorpe Steelworks
would be the Scunthorpe-Barton-on-Humber TTWA, which surrounds the Borough of
Scunthorpe itself and extending northwards to cover a large part of the south
bank of the Humber. Scunthorpe's economy 1s dominated by the steel industry,
which accounts for about a third of the total employment within the TTWA.

EFFECT OF STEEL REDUNDANCIES ON UNEMPLOYMENT

2 Some 4,100 redundancies are expected in Scunthorpe by about August
following the proposed steelworks closure. These represent the 2,800
redundancies announced by BSC (and a further 300 not yet announced), together
with a further 500 from an earlier demanning programme and 500 from BEC's
subsidiary, Redpath Dorman Long. The unemployment rate in the Scunthorpe TTWA
in January 1980 was 6.4% (4,107 persons) which is slightly above the average
for GB (5.9%). Because of the domination of the town by BSC, any reduction
in job opportunities at the works will have serious repercussions for the
local labour market, as well as more directly on the unemployment register.
There would also be some "multiplier'" effects of the BSC run-down on other
economic activity in the area. Although it is not possible to estimate this
aspect with any precision, it does underline the general assessment that the
unemployment rate in Scunthorpe following the redundancies programmes will
rise to over 10% (see Annex A).

5 Over 90% of the total BSC Scunthorpe workforce of 17,500 live within the
Scunthorpe TTWA (nearly 70% within the Scunthorpe Borough itself). About
1,500 of the workforce travel in from neighbouring areas including Hull,

Grimsby, Doncaster, Goole and Gainsborough but the effect on the areas is
likely to be only minimal.

Ly

The potential for a sizeable number of jobs from other sources is also
slight, both within Scunthorpe itself and the surrounding areas. Given that
the population of the area has been growing rapidly, with a consequent increase
in the number of school leavers coming on to the’ jobs market, the unemployment

rate is thus liable to continue to persist at a high level (probably over &%)
for some years.
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EXISTING HELP FOR REDUNDANT STEELWORKERS

e Manpower Services Commission

Special assistance is available as far as resources and circumstances allow from
the Manpower Services Commission (MSC) to help find alternative employment and
provide relevant training for workers involved in large scale redundancies. This
is as follows:

a. Information is assembled on the structure of the redundant workforce
by their residence, age and skill, the phasing of the redundancies and
the action the employer himself will take to reduce the number redudant
(eg by wastage, early retirement, transfer, voluntary early release, etc).

b. a special trawl is made of relevant employers over a wide area to
identify suitable vacancies additional to those already notified.

c. the availability of training places in local Skillcentres, colleges
and other institutions is reviewgd. Preliminary indications are that additional
places would be needed to meet demand at Scunthorpe and Consett, and possibly

also in South Wales. This could be done through arrangements with colleges
or in employers' establishments.

d. Shortly before redundancies begin, special teamsof employment advisers
visit the works to register the redundant workers, to begin placement
action, and to advise them of training, mobility and other assistance
available from the MSC. The placement action will include speculative
submissionsto relevant local employers who had not notified vacancies.
Training before redundancy will be offered. This in-plant service will last
as long as the redundancy procedures are going on. Once individuals have
left, they will normally use the services of their local Job-centres.

%3, This procedure of providing an augmented placement and training service has
proved quite successful in helping redundant workers, though redeployment depends on

jobs being available or individuals being willing to take up offers of training and
mobility assistance.

i,  Special BSC Measures

Workers will be entitled to statutory redundancy payments from BSC (normally
increased by 50% by BSC) together with readoption grants funded jointly by the
Government and by the European Coal and Steel Community. In addition, from past
experience, BSC and unions can be expected to negotiate special severance pay which,
in the case of Shotton and Corby has averaged over £6,500 per worker.




BSC (Industry) Ltd

Background Note

BSC (I) was set up in 1975 to plan and co-ordinate all BSC's activities aimed at
attracting industry to, and creating new jobs, in steel closure areas. Most of

the steel closure areas are in the Assisted Areas and BSC (I) helps companies to evaluat
the variety of incentives which are available from Government, EEC and Local

Authority. In addition BSC(I) can offer its own expertise and a number of other
incentives as follows:

(1) selling or leasing BSC land for the development
(11) buying and then leazsing equipment for a project
(1ii) supplementing Govermment/iCSC retraining aid

(iv) converting old BSC buildings into '"neigitbourhood
workshops' and leasing them to very small businesses

(v) assisting with market research

2.  Much of the above assistance is on terms that represent an explicit or implicit
subsidy.

3. BSC(I) has considerable presentational advantage in alleviating the impact of steel
closures. Its own publicity is vividly presented and generates a large number of
responses from companies interesting in locating in steel closure areas. However the
main financial attraction for companies setting up in the Assisted Areas is to be

found in regional development grants, regional selective assistance and Government

factories, so the real value of BSC (Industry) Ltd is as a marketing body, rather
than as a source of additional aid.
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MAXIMISING EUROPEAN COMMUNITY ASSISTANCE FOR STEEL CLOSURE AREAS

This annex covers the three sources of European Community aid which might
be relevant to steel closure areas: The European Coal and Steel Community
(ECSC): the European Social Fund (ESF); and the European Regional
Development Fund (ERDF). It also describeg the European Community's
proposals for Integrated Operations.

European Coal and Steel Community

2 Under the FCSC's Iron and Steel Employees Readaptation Scheme (ISERBS)
redundant steelworkers are eligible for:

(i) tide-over payment to bring earnings in new jobs up to 90%
of pre-redundancy earnings, and special unemployment benefits
payable to unemployed ex-steelworkers;

(ii) payment for, and during, approved retraining courses;

(iii) travelling and re-settlement grants to encourage mobility
within the steel industry.

5 As well as helping individual redundant steelworkers, the ECSC also
makes available medium term fixed rate loans with a %% interest rebate for
industrial projects which create employment opportunities for redundant
steel workers and for factory building. Gross rates are currently around
10% for a standard 8 year loan; the interest rebate represents a resource
transfer to the UK. These conversion loans are made in foreign currencies
and are of interest to manufacturing industry only insofar as exchange risk
cover is available under a scheme operated under Section 7 of the Industry
Act 1972. The scheme has recently been extended to the end of 1981 subject to
a ceiling on new borrowinz of £200 million. In addition to ECSC, this
scheme covers borrowing from the Europesn Investmeni Bank and under the

the proposed Orteli facility. Conversion loans advanced or negotiated

in the last two years under the exchange risk cover scheme total over
£100 millione.

L Commissioner Vredeling has recently suggested that the UK is not using
all the ECSC aid available to it. However, applications for re-adaptation
benefits are submitted to the Commission as soon as possible; the ECSC and
the UK share the total costs. As this is a statutory scheme, the question

of 'maxfﬁlslngrdaqéé“ﬁﬁtﬂreally arise: we pay the benefits to all those

who are eligible T forwthem. Reconversion loans are puwhed hard and are
partlcularly attractive to UK manufacturing indugtry given that the exchange

T — e e
e T —— e ————————— T ——

risk cover scheme removes the risk of exchange lecss. In 1979 the UK took
some 30-35% of total conversicn loans provided by ECSC and k2% of money

S — T e e AR,

paid out on int erest rate subsidies; the level of borrowing is expected to
be substantially hizher in 1980. As for payments to redundant steelworkers,
proposals for the workers affected by the closures announced by BSC in

A T e i e T T R o e —

December have not yet been put forward bhecause the closures have yet to be

e G e T T T T et

finalised; the Ceommission has however been forewarned. In 1980 the UK will
ask that ©22 million be allocated to it. - e

e e e e e e e e e e ———————
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5 Commissioner Vredeling's remarks probably refer however to the UK's
reservations on the Commissioner's proposal for 'social volet' (comprising
early retirement and work sharing). The UK has expressed a cautious interest
in the idea of early retirement but feels that work-sharing in the steel
industry would be counter-productive. It would subsidise jobs, put off
inevitable redundancies and adversely affect the competitivityof undertakings.
In any case there is no scope for such measures in the present ECSC budget.
Most other Member States have misgivings about the proposals, nor is it clear
where the money would come from as there are unresclved legal problems.

Furopean Social Fund (ESF)

6 ESF' 1is an employment fund. It may srant assistance to schemes of

training, re-training, resettlement meinly to help the unemployed. In this

sense, it is complementary to the ECSC since the latter covers, inter alia,

the retraining of redundant steelworkers and the former the training and
retraining of other workers in steel areas. There are no national quotas under
the Social Fund. Member States submit applications which, assuming they are
eligible under the Fund's Regulations, are judged according to a pre-determined
set of guidelines which enable the applications to be ranked in order of vpriority.

7 The Fund operates under two main budgets. One assists particular groups

of workers (young people, migrants, women, former agricultural workers, and
workers in the textile/clothing sector). The other is mainly reserved for schemes
to help workers from regions of high unemployment, (in the UK the Assisted Areas).
Although the Social Fund makes no specific provision for steel workers, high
priority is given to schemes to assist workers in areas affected by serious

industrial restructuring problems, notably steel, for which Community policies
exist.

8 In 1979 the UK got £130 million from the Fund (26% of the budget). Cver
90% of this is for general measures run by central government departments and
agencies such as TOPS. Up to now Steel Closure areas benefitted only indirectly
from the Fund through the allocations made to these general measure.

9 The proposed training scheme under Section 7 of the Industry Act 1972
(paras 5.5-5.9 of the main report) would enable additional ESF money to be
channelled to private firms. The ESF contribution would match the level of
assistance provided under Section 7 - ie £5 million. The Commission has been
consulted about the scheme which is being considered by officials.

Furopean Regional Development Fund (ERDF)

10 The Rmrfulation governing the ERDF requires that where Fund aid is granted,
priority has to be given to national priority areas, which in the United Kingdom
are Special Development Areas, Development Areas and Northern Ireland. Hence
with the exception of Scunthorpe and Newport which are Intermediate Areas* all
the areas affected by the current round of steel closures are in ERDF priority
areas. Moreover the Commission's proposals for the use of

the first tranche of aid from the small non-quota section .

* It is proposed in paragraph 4.7 that these two areas also should be given

Development Areas status.
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of the ERDF, currently being considered by the Council of Ministers, include

a measure specifically aimed at aiding steel industry areas in difficulties.
The Commission have pronosed that £27.8m of a total of the £142m non-quota aid
should be allocated to this measure between 1930/84, of which £21.3m would be
for the UK. The UK zones which would benefit under the CommissionSproposals
are Strathclyde, Cleveland, Clywd, South Glamorgan, West Glamorgan, Gwent

and Corby but the UK is pressing for the addi%fion of Derwentside (Consett)

and Scunthorpe. The UK is also pressing for a larger share of the total

non-quota aid, with a high proportion of the extra allocation going to
steel closure areas.

Integrated Operations

11 The Commission's proposals for "integrated operations" are essentially
for the coordination of aid given from various existing Community financial
instruments (ERDF, ECSC, Social Fund, EIB etc) to particularly disadvantaged
areas. No additional sources of finance are likely to be available. The
Commission plan to test the scheme in a small number of pilot areas. These
are ﬁn.the Uﬁk Belfast, South Wales, Clydeside, Tyne and Wear and Merseyside.
Apart from the integrated operations exercise, the Commission are currently
running a scheme of a similar kind but on a smaller scale to assist the
coordination of aids to steel closure areas through the appointment of
"expert advisers' whose task it is to bring possible sources of EEC aid to the
attention of interested parties in their areas. Two such advisers are now

at work in the UK, one in West Central Scotland and one in South Wales. The

lJatter is also covering those parts of South Wales where the coal industry
1s in decline.
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« PROPOSED FACUORY BUILDING PROGRAMNE IN CONSETT AND SCUNTHORPE

Consett

1. The English Industrial Estates Corporation (EIEC) has about
45,000 sq ft currently on offer in Consett for nearly half of
which there are prospective tenantsin view and a further 33,000
sq £t under construction. Factories in Consett have not always
beer. easy to let(one lay empty on the market for 5 years), though
most have been let within a year of completion. We should not
therefore embark on too large a programme in Consett itself,
notwithstanding a possible unemploymentrate,after the closure, of
over 20%. Nevertheless,in view of the restricted stock now
available there,and the pressure for an imnediate response,

it would be reasonable to authorise the immediate construction
of a modest range of small and medium sized factories in order
that a full range is gvailable. A reasonable package would consist
of 1 x 15,000 sq f£t,2 x 10,000 sq f£ft,3 x 5,00 sq ft and a range
of nursery units up to 2,500 sq ft amounting to 15,000 sq ft
(amounting to 65,000 sq £+t in all).

2. A total of 125,000 sq ft would then be under construction

or on offer in Consett. Simultaneously,it would be desirable to
start with site preparation work toc accommodate a further 125,000
sg ft. This would facilitate the prompt replacement of those let
as advocated in paragraphs 3.3 and 3.4 of the main paper. Not

all this work would be carried out at once but site preparation
and all pre-tender work for 50,000 sq ft of this should be put

in hand immediately. Therecafter site preparation and construction
of factories should continue in line with the rate at which

the existing stock is let in order not to accumulate too large

an empty stock. Land would be avoilable in Consett for such a
programme at the EIEC's Consett No 1 site.

3. On the optimistic assumption of an annual letting rate of
80,000 sq ft,the cost of such a programme might amount to £2m
annually,and it is suggested that this should for the time being
be offered as the.ceiling for,say,5 years.

4. However,even factories amounting to 500,000 sq ft will provide
only about 1800 jobs over the five years. Since it is probably

not practical to provide more jobs in this way in Consett,additional
attention should te paid to surroundingareas.

5.. In particualr,a substantial proportion of the workforce

live 1n the nearby small town of Stanley,which is within the Consett
TTWA,where the Devartment already has a small estate with a little
vacant space and is negotiating for a further 5 acres. The
unemployment level in Stanley will be similar to that in Consett,
and 1t would be reasonable to provide for a small programme in

this town also to mop up further jobs as far as practicable.

A provision of £2:50,000 annually for 5 years would be sufficient,
and would provide for an additional 15,000 sq ft annually.

6. Finally,there is scope for providing jobs at other centres

in the area,provided that travelling facilities are adequate

and the workforce is willing to undertake this. A certain number
of new Jobs will become available at Team Valley as a result

of the participation of Legal & General in a &£3m project there
(announced on 14 February),and the Jashington New Town Development
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Coporation has at present 150,000 sq ft of factory space available and has
about 325,000 sq ft of factory space under construction.

7 The total additional expenditure ceiling under all these proposals would be
£27m annually, with some ballooning in the second year.

Scunthorpe

B'e No advance factories have so far been built in Scunthorpe. although a block

of 4nursury units of 2,500 sq ft each was inzluded in the last programme and is

about to begin. The numbers unemployed in Scunthorpe are likely to be asbout the same
as in Consett, but the unemployment rate only about half the Consett percentage
level. On the assumption that, Scunthorpe will be given no more than DA status,

(as compared with SDA at Consett) and on the basis of its more favourable location, a
rather lower level of initial factory building at Consett seems reasonable. Ve
suggest an immediate programme of 65,000 sq ft in a suitable range of sizes

(say, 1 x 15,000 sq ft: 2 x 10,000 sq ft: 3 x 5,000 sq ft and 15,000 sq ft of
nursury units including those already authorised, together with an undertaking to
ensure that not less than, say, 45,000 sq ft is available at any time during the next
5 years.

9. In Scunthorpe, the Borough Council are taking immediate action to ensure that

up to 300 acres of land become available as required for industrial development over
the next few years. They are prepared to make available now some 20 acres of suitable
ready-serviced land of their own for advance factories.

10. On an assumzd letting rate of 45,000 sq ft annually, and allowing for land
costs, the annual rate of expenditure would be £1.3m (again with some ballooning in

the second year. This would provide for about 1000 direct jobs over the five year
period of the programme. '
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ANNEX H

COMMUNICATIONS IN CONSETT AND SCUNTHORPE

The only direct Government responsibility for communications
is for trunk road construction and maintenance; British
Railways are responsible for rail services, while buses aud
local roads are the responsibility of County Councils. The
Minister of Transport takes a view on the total level of
resources each County should spend each year as the basis for
his distribution of Transport Supplementary Grant in each
County but the County decides on the sizeand the content of
the programme it undertakes.

Consett

1 Consett is not served directly by a trunk road, but the
A1(M), some 15 miles to the east, provides good north/south
connections. Consett is linked to the A1(M) and to places
where there are Jjob opportunities by 3 major local roads, the
responsibility of Durham County Council, all of which have been
partlyimproved over the past 10 years and are capable of taking
extra traffic. A sense of isolation is induced, however, by
the fact that the roads have to climb up to the town and are
vulnerable to bad weather. The Coopers and Lybrand Report

on Consett considers by-passes on these roads at Annfield
Plain and Leadgate to be a key element in the industrial
regeneration of Derwentside, and has recommended that they
should be brought forward from the County's 1985-88 programme.
A map of the Consett area showing the major roads is at

Annex B.

2 Car ownership in Derwentside is considerably below the
national average and local bus services therefore assume a
greater importance. Frequent services are provided to
Sunderland, Washington and Newcastle, although these are
affected by bad winter weather. Fares in the District can
however be up to twice as those in neighbouring Tyne and Wear,
partly because of the different rates of subsidy provided by
the respective county councils. Lt mebiil ity 1 tobe
encouraged, to widen the job and labour market, some extension
of bus services and subsidies may be needed.

3 The road and bus service improvements will be for
Durham County Council to promote if they deem them of
sufficient priority compared with the rest of the transport
needs in the county for which they are responsible. — Under
the present system the Department of Transport has no locus
to intervene, as it could not be claimed that these
improvements were of a national rather than just of local
importance., Even if they were, the Department of Transport
has no spare resources from which it could fund the proposals
directly. But, as far as is possible, within the national
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total available for local transport spending in 1981/82,
which will form the basis of the next annual Transport
Supplementary Grant settlement, the Department will seek to
allocate sufficient resources to Durham County Council to
allow them to undertake these improvements if the Council
judge them to be of high priority.

& Good rail connections from Newcastle provide Derwentside
with convenient links to the rest of the UK. However, the
District itself has only a freight line which connects Tyne
Yard to the BSC works at Consett. The Coopers and Lybrand
Report recommends that this line should be kept open To help
attract and expand industry in Consett. The Department of
Transport will bring this to the attention of the British
Railways Board, but it is for BR themselves to make decisions
on the future of this line in accordance with the requirement
for their freight business to operate on a commercial basis.

Scunthorpe

5 Scunthorpe is served by the Doncaster to Grimsby
railway line, and there has also been major transport
investment in the area, for example on the South Humberside
Motorway (1M180) and on the Humber Bridge. Scunthorpe is

well connected westwards into the national motorway system via
the M18, M180 and M181 spur. This, allied to other road
schemes which are in the pipeline, and Humberside County
Council's awareness of the role bus services can play, should
provide useful assistance to South Humberside's economy, and
transport measures beyond those already in prospect are not
thought necessary. Trunk road schemes in preparation include
the completion eastwards of the M180 to Grimsby and the
Tmmingham Link (starting 1980/82); and local roads include
the Scunthorpe North West Orbital Road, and improvements at

West March serving the docks and the DPyewipe Industrial
Estate. '




Status Enhancement For Consett

i The Group looked at the following three possibilities to 'enhance'
the status of Consett to focus attention move directly on it and perhaps
make assistance available beyond EEC ceilings.

Enterprise Zones

e The Government proposes to set up a limited number of Enterprise

Zones (EZs), each of a few hundred acres, which for a period of 10 years would
benefit from the fiscal and other measures listed in the Appendix to this
Annex. Neither Consett nor Scunthorpe is included in the list of possible
sites which it is intended will form the basis for consultations. The EZ
proposals are unlikely to make a major impact on the attractiveness of an
Assisted Area for industrial investment, although in a suitable location

they could give a boost to commercial investment. In the case of Consett it
seems fairly clear that the EZ package would not outweigh the disadvantages to
investors of such an isolated and unattractive location, although (depending
on the EEC attitude to the extent of benefits in EZs) it would be a way of
offering potential investors there more assistance than is available under the
EEC Ceilings on regional assistance.

B E Committee said of the choice of EZ sites that "it would be better

to choose sites which had a more encouraging prospect of revival'. Ministers
have also indicated that they would not want to propose too many sites at
consuliation stage. In view of the unattractiveness of Consett as a location,
especially for commercial investment, there would be little advantage in
adding Consett to the list of possible EZ sites that is to be published when
the announcement of the EZ proposals is made. Naturally, though, if the local
authorities asked for an EZ at Consett it could be considered on its merits

in comparison with other possibilities in the North East.

L, More generally, it should be noted that already in England one of the
six short listed sites for EZs (Bilston) and one of the four reserve list sites
(Corby) are related to steel closures. In Wales, the sites under consideration
are both in areas near to Port Talbot which at present provide significant
numbers of the workforce at the plant. Ministers might not want the selection
of EZ sites to be too heavily identified with the pattern of steel closures.

Inner Urban Areas Act

Se Because of the level of urban deprivation in the town, the Coopers and
Lybrands Report recommends that Consett be designated under the Inner Urban
Areas Act 1978 so providing the local authority with additional powers to give
financial assistance to industry. However under the Act designation could
only apply to the whole of the Derwentshire District which apart from Consett
itself is a semi rural area of small market towns and mining communities. The
district's total population was 89,000 in mid 1978 - well below the minimum
threshold of 100,000 currently used in considering districts in England for
designation as inner urban areas with special needs. Moreover the powers
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available to designated districts under the Inner Urban Areas Act are limited,
as are the Urvan Programme resources available to support them. For these
reasons designation under the Inner Urban Areas Act would not be appropriate.

Urban Development Corporations (UDCs)

6. UDCs are being set up under the Local Government Planning and Land

Bill for the Dockland areas of London and Merseyside to help regenerate the

two areas. There may be a call for a similar body to be set up in Consett

but Ministers have publicly stated that Merseyside and London Docklands are the
only candidates for this treatment; Tyneside for instance is not included.

Even though the Bill as drafted could enable other areas to be designated

there is no intention on the part of Ministers to extend the list.




APPENDIX

CONFIDENTIAL

BENEFITS TO BE AVAILABLE IN ENTERPRISE ZONES

e Relief from development land tax

L

2. 100% capital allowances for commercial and industrial
buildings.

Total or partial exemption from rates.

Exemption from the requirements of tThe Industry Training
Boards to pay a training levy.

Speedier processing of planning applications.

The reduction of government requests for sbabidstiecal
information.

(relevant only in non-Assisted Areas). Abolition of the
requirement for industrial development certificate
procedures.
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ASSISTED AREA STATUS

This annex considers the case for changes in the Assisted Area
(AA) status of those areas of England and Wales likely to be
affectéd by the steel reductions except for Consett which is
already an SDA.

2 It 1s assumed in view of the residual uncertainty and
following the precedent established on Shotton and Corby that
Ministers would not wish to take any final decision on AA chai
before BSC's final decisions on the implementation of the
reductions although it would be desirable in respect of those
areas due to be downgraded on 2 August 1980 to arrive at decision:
some time before that date. It may however be prudent to take
preliminary soundings of the EEC Commission on a contingency basi
(see paragraph 24 below).

4 Estimates of the possible levels of unemployment in the
relevant Travel-To-Work-Areas (TTWAs) directly due to the planned
manpower reductlions at Port Talbot, Llanwern and Scunthorpe are
at annex A to the report. While such estimates must be
speculative they do provide a yardstick for comparing the likely
effects on the various local unemployment rates. The AA status
of the relevant TTWAs and status that will take effect under the
regional policy decisions taken last July are shown at the
appendix to this annex.

p While the following paragraphs make some reference to likely
consequent job losses, particularly in colleries in South Wales,

the arguments centre on the direct impact of BSC's planned steel
reductions. Neither the timing or incidence of collery closures

are known, nor are they likely to be known at the time of any

early announcement of changes in AA status of the areas in response
to B5C's final decisions. The majority of the group thought that

1t would be imprudent for any such announcement to anticipate future
Job losses although Ministers could make clear that they would

keep the status of the areas under review in the light of
developments. The Welsh Office however considers that the Government
1s under pressure to look at the steel rundown in South Wales as a
whole and that there are good grounds for believing that some 5-6,000
Jobs will be lost in the coal fields in the next twelve months, mostl
in the areas that will also suffer the steel Jjob losses.

5 Proposals for upgrading have to be ¢onsidered not only in
relation to the circumstances of the TTWAs concerned but also in
relation to the regional policy decided upon in July. Those
decisions were designed to establish a stable framework for the
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policy while reducing drastically the average of the AAs from

40% of the GB working population to 25% and concentrating
assistance on the areas of most need. In the review the normal
minimum thresholo for consideration of an area for DA status was
an unemployment rate in the TTWA of 8% and for SDA status 9i%.
Since then unemployment in Great Britain has risen and is continuing
to rise. The average unemployment rate in January 1980 for those
areas that will be Development Areas (DAs) after August 1982 is
9.0% and for post 1982 Special Development Areas (SDAs) 11.1%.

It must also be borne in mind that the downgradings of those

SDAs and DAs that are to lose their AA status completely are
subject to review before they take effect in 1982.

6 We consider that in the meantime changes in AA status should
be made only when the area suffers from a major change to its
employment prospects. Upgradings should normally be considered
only if long term unemployment is likely to be well above the
average for the relevant grade of Assisted Areas, as defined by
the post 1962 boundaries.

7 There are however difficulties in applying the tests
advocated in the previous paragraph to the areas affect2d by
B3C's slimming down. The regional policy review looked at the
relativity of areas according to firm data on past unemployment.
Now, 1in contrast, we must make a judgement on the future
prospects of the steel areas concerned, and, moreover on how
those prospects compare with those of other Assisted Areas. Not
only is unemployment rising throughout the country; not only

are there uncertainties about closures in other industries mentioned
in paragraph 4; but even the estimates of the local impact on
unemployment of the steel reductions are subject to a wide margin
of error.

8 The cost of upgradings is, of course, also relevant. A
central objective of the decisions announced in July was a saving
of public expenditure. Unfortunately it is impossible to
predict accurately the extra expenditure which could arise from
the various options discussed in this annex. The bulk of this
expenditure will be on regional development grants (RDGS) with

a small amount on regional selective assistance. The amounts
spent on each depends on how attractive the areas (with any
changed AA status) prove to private investors.

9 With these general consideration in mind the following
paragraphs consider individual areas. Present unemployment
rates quoted are the provisional figures for January 1980.
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SCUNTHORPE

10 It 1s clear that the decision to strip Scunthorpe TTWA of
1ts Intermediate Area (TA) status in 1982 cannot be maintained 5f
the steel reductions take place. It is difficult to estimate
the cost of keeping Scunthorpe an Intermediate Area after 1982
but in the light of recent experience there it could be as little
as £25,000 per year (on regional selective assistance) although
it could be more if investment were hi gher. There would be no
expenditure on RDGs after August 1980. TA status would however
be unlikelv to attract much investment +to scunthorpe especdally
because an adjacent TTWA. Grimsby is a DA (although its
unemployment rate is only 6.7%). NMoreover it would be difficult
to justify leaving Scunthorpe an IA when the possible level of
unemployment after the steel job losses of 10.8% is well above
the average for post 1982 DAs, 9.0¢%.

11 The cost of making Scunthorpe a DA might be of the order of
£3 million per year from August 1980.

it SDA status for Scunthorpe could not be justified. The
possible level of unemployment after the reduction (10.8%) is
somewhat below the average for nost 1982 SDAs (11.1%).  The
upgrading of Shotton to an SDA — an apparent precedent - was
decided on the basis of possible levels of unemployment which
were much higher than those now made for any of the area concerned
other than Consett, already an SDA. Corby was made only a DA
even though estimates of possible unemployment (of over 204,
higher than any of those now affected except Consett) could be
argued to justify an SDA grading although the main reason for not
giving Corby SDA status (favourable geographical location) does
not apply with the same strength to Scunthcrpe

SOUTH WALES

13 In South Wales the TTWAs most affected would be Port Talboi
and Newport.

Port Talbot

14 As the possible level of unemployment in the Port Talbot
TTWA (11.97) after the slimming down is well above the average
for post 1962 DAs (9.0%) the case for meking the whole of the
TTWA a DA (thus reversing the decision to make part of it an

IA in August 1960 and incidently ending the difference in status
between different parts of a TTWA) is very strong. The only question
is whether it should be an SDA.

1115 The arguments for this further upgrading are that

(a) the comparisons that will be made with Shotton (although
Shotton's upgrading to an SDA was on the basis of
much higher possible levels of unemployment); and

38
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(b) that the possible unemployment is higher than the
average for post 1982 SDAs (11.1%).

The arguments against the upgradings are:

(c) its costs: over £3 million per year more than
DA status in view of the increased RDGs that wilil
be available;

(d) Port Telbot despite its westerm location, has not
until now done too badly in employment terms (e.gz.
the Ford Brigend plant is in the same TTWA); its
accessibility is good and will improve (although not
significantly) when the 104 is completed.

17 The majority view was that DA status was a sufficient

response 1f the BSC proceeded with its present plans i.e.

spread the capacity reductions between Port Talbot and ILlanwern.

If complete closure of Port Talbot were decided upon (with possible
resultant unemployment of the order of (15%) the Group considered

that SDA status of the TTWA would be merited. The Welsh Office
however considered that SDA status for the whole or part of the

TTWA was fully justified in either case. They argued that Ministers
might also wish to take into account the prospect of heavy local

job losses due to possible pit closures.

Nevwport

18 lMost of the Newport TTWA* is at present an IA although

a small part has DA and SDA status which will be downgraded to IA
and DA status respectively after August 1980. The possible level
of unemployment there after the planned steel reductions is at
10.7%, much the same as that for Scunthorpe. This suggests

that it should be treated in the same way as Scunthorpe. Because
of Newport's natural attractions to industry (its communications
with the South East of England, and also the West Ilidlands,
probably make it more attractive than Corby) its upgrading will
undoubtedly divert mobile projects from more peripheral locations
in South Wales or in the English Assisted Areas. It could be
argued that this attractiveness together with the relative ease
with which people in the area can look for alternative employment
in Bristol should mean that IA stetus would suffice. But there
is a good (although not cast iron) case for making Newport TTWA a
DA. The cost of making Newport a DA might be of the order of
£1% million per year but could be more if the area proves
attractive to investors.

FOCTNOTE : *Since the July review representations have been mzde
about the boundary between Newport and Bargoed TTWAs in Islwyn
QASTERI.C e Ilinisters have agreed that decisions on this will be
taken after the AA status of Newport has been determined.

o
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19 SDA status for Newport could not be justified. Indeed

the Group (the Welsh Office dissenting) considered that DA
status might be sufficient even if BSC were to decide to concen-
trate the job losses at Llanwern (possible resultant levels

of employment in the TTWA might be of the order of 14%).

Pontypool

20 Most of Pontypool TTWA is a DA and will remain so after
1982. The exceptions are Cwmbran Employment Office Area (ZO0OA)
and part of Abergavenny EOA which are IAs and will remain so.
The job-lost from the planned rundown at Llanwern would be to
increase unemployment from 7.2% to 7.9% - not enough to justify
any change in the AA status of the TTWA as a whole.

21 The Welsh Office consider however that if Newport were to
be given a status above IA Cwmbran EOA should also be upgraded

as otherwise Cwmbran New Town which is close to Newport and which
the Welsh Office intend to figure prominently as a location for
industrial development after the steel reductions will be left
surrounded by DAs. However - this suggestion which would result
in extra expenditure of between £3~%7 million per year may have
wider implications for regional policy. Officials will be
submitting further advice on Cwmbran when the time comes to take
firm decisions on AA status.

Neath

22 Neath is dvue to be downgraded from an SDA to a DA in
August 1960. Only 748 of those employed at the BSC works at
Port Talbot live in the Neath TTVA. Unemployment there
following the reduction at the works could rise to 10.9%, 1%
below that for Port Talbot and just below the average for post
1982 SDAs. Unless therefore it is decided to make Port Talbot
an SDA, 1t would be difficult to justify reversing Neath's
downgrading. Even 1f Port Talbot were to be made a SDA the case
for keeping Neath an SDA is not compelling although the Welsh
Office thought that it would deserve serious consideration,
especilally since significant coal closures may occur in the
area. The cost of retaining Neath as an SDA would be of the
order of £1 million per year.

Swansesa

23 lMost of the Swansea TTWA is a DA, due to be downgraded
to an TIA in August 1980; +the rest, at present an SDA, will then
become a DA. The planned steel reduction at Port Talbot might
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increase unemployment from 7.7% to 8.%%. This would not reach

the average for the post 1980 DAs and suggests that its intended
downgradings should be allowed to take effect. However if Pcrt
Talbot were not to be made an SDA after the steel reductions, the
Welsh Office would wish to consider the question of the balance of
AA gradings in West Glamorgan as a whole with a view to arguing for
DA status for the Country as a whole i.e. not only Port Talbot.
TTWA but also that the downgrading of Swansea should be reversed:
the cost of this reversal would be about &4 million per year.

EEC COMMISSION

24 Under the Treaty of Rome any changes in Assicsted Area status
must be approved by the FEuropean Commission. On past experience

1t 1s likely that the Commigssion will take about two months toc come
to a decision. It would however be possible, as was done with
Shotton and Corby, to notify the Commission in advance of possible
upgradings on a contingency basis.

SUMMARY
25 The main choices open to Ministers are as follows:

(1) to reverse the decision to strip Scunthorpe TTWA
of 1ts present IA status, to leave Newport TTWA as an
IA and to retain the whole of the Port Talbot TTWA
as a DA (thus reversing the July decisions). The extra
public expenditure resulting from this option would be
about £6 million per year;

(ii) to upgrade Scunthorpe and Newport TTWAs to DAs, to
retain the whole of Port Talbot TTWA as a DA.
Cost: &£101 million per year;

(iii) as (ii) but also upgrading Port Talbot TTWA to an
SDA. Cost £13%1 million per year.

26  Other possible changes are to retain Neath TTWA as an SDA

(81 million per year) and if Newport is to be given DA status to
give this status also to Cwmbran EOA (in the Pontypool TTWA) - cost
£+ - £ miitlion per year.. |

27 The majority of the Group considered that option (ii) would
be an appropriate response. The Welsh Office favoured option
(1iii) and argued that consideration should also be given to
reversing the downgrading of Neath. Further advice on Cwmbran
(see paragraph 29 will be tendered in time for Ministerial
consideration of final decisions on AA status.
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28 Tn the light of Ministers preliminary reactions to those
options, it is recommended that the EEC Commission be notified
of the possible changes on a contingency basis. This would not
commit Ministers to any final decisions.

RPDG 1
15 February 1980




. ASSISTED AREA STATUS OF STEEL REDUCTION AREAS

CONF1UENTT .

This annex shows the Assisled Area (AR) status of thoue 'Travel to Work' wrens (LIWAR) directly affected by the plunned BIC reduct ions together it

resulting frow the regional policy review.

A dash denotes no further change.

AA ETATUS

BSC WORKS

PRESENT

AFTER 18T auUulisT 19.__;]‘.’

WELSH AREAS

PORT TALROT

PORT TALBOT TIMA

Maesteg HOA

Cymmer EOQA

Port Talbot EOA

Bridgend EOA

Porthcawl ECA

NEATH TTWa

Neath EOA

Relsolven EUA

BSWANSEA TTWA

Pontardawe ECA

. Yslradglynlais EOA

Morriston EQA

Gorseinon EOCA

Swansea EOA
Tt I b s

Newbridge EOA

Ricsca FOA

Chepstow EOA

Newport ECA

PONTYPOOL TWA

Pontypool EOA

Blaennavon ﬁOA

Abergavenny EOA

Cumbran EOA

SCUNTHORPE TTWA

CONSETT TIWA
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MANPOWER DEVELOPMENT ANT} LABOUR MOBILITY

1 - The Manpower Services Commission (MSC) considered

a number of possible measures (additional to those normally
provided) to support employment creation and to help
unemployed workers in steel closure areas. The following
four measures are recommended by MSC in this context.

a. to extend work assessment/re-orientation courses which
run for 2 - 3 weeks and set out to improve life and social
skills and provide a practical look at the individual's
retraining and employment possibilities. They also seek
to improve redundant steel workers' job-finding skills and
to provide an opportunity for trainability testing;

b. to extend "small business" training which aims to
advise redundant steel workers on how to establish
businesses and to give them initial training in manpower
skills;

c. to provide additional assistanrce for workers who wish
to move to a job in another area and through improving
mobility allowances: this could reasonably apply to any
person unemployed in the area;

d. to provide a measure of finanacial assistance through
Industrial Training Boards for firms who take on first or
second year craft apprentices who are made redundant by
the steel industry. This is a measure which has already
been strongly pressed on the Government in existing

steel closure ‘areas and would have considerable impact.

2 It would be necessary for any such scheme to take account
of existing arrangements, including the retraining provisions
already provided under the auspices of the Iron and Steel
Employees Re-adaptation Benefits Scheme. The estimated cost

of these schemes is given in the Appendix to this Annex.

5 In addition to these measures to be included in a
remedial package, the MSC agreed:-

a. that additional places should be made available under
the Youth Opportunities Programme in the affected areas:
this could be done within existing resources;

b. that consideration should be given later in the year

to increasing the number of temporary Jjobs available in the
areas under the Special Temporary Employment Programme:
this would require additional resources, and the Jjobs would
be open to all long-term unemployed;

c. that consideration be given to preserving or increasing
the number of first year craft apprenticeships, on a
selective approach through the Industrial Training Boards:
this could be. done within existing resources.

AA
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Ly The possibility of special schemes for subsidising
the daily travelling expenses of steel workers who take
employment some distance from their homesis also beling
considered.

5 The MSC also considered three ocher possible aspects
of a remedial package.  These were:

a. to extend the training facilities availabk to
employers who engage former steel workers including the
possibility of providing them with free sponsored
training or the services of mobile instructors;

b. to introduce a recruitment and training package under
which the Employment Services Division of MSC would select
any unemployed individual who would benefit from
retraining. They would be placed with employers in Jobs
with a genuine element of training with payment of training
allowances for 13 weeks while the employee was receiving
training and work experience. There would be no

guarantee of subsequent employment though Job offers

might follow.

c. a training subsidy whereby an employer moving into a
steel area or expanding there would be given financial
assistance in respect of initial training provided for
workers engaged. BSC (Industry) Limited have proposed
a scheme of this kind.

6 The MSC did not consider that these three schemes were
justifiable on manpower policy grounds. It did however accept
that a training subsidy in particular might reasonably be seen
as part of a general package of inducements to incoming
industry, and hence worthwhile as industrial aid (eg under
Section 7 of the Industry Act). Tt-is discussed further in
this context in paragraph 5.5 of the Report. '




APPENDIX

ESTIMATED COST OF MSC'S ADDITIONAL MEASURES

Though take-up of training and other facilities cannot be accurately

forecast, the schemes which might form part of a remedial packzge
might cost broadly as follows:—
e Work Assessment Courses £150, 000
400 trainees at £375

3z . _ ..
Small business i =
: = = &480,000

200 traineeg at

Mobility £800, 000
200 movers at £4,000 (?)

Apprentices

100 trainees at £300 (adoptiou'grant o
100 trainees at £3,000 =300,000
(additional place)

Free Direct Training Services
Not
recommended
.b BT IIS v

at £500 per trainee

Recruitment and Training Package
(& o

at £650 per trainee.
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10 DOWNING STREET

THE PROME MINISTER | | - 26 TFebruary 1980

Thank you ZJor letter of 19 February.

I am as concerned as you are about the damage which the
current steel strike is causing other sectors of industry, and in
particular the road 2zulage industry. The dispute has gone on
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far too long, and I

K

get down to serious 4i wszions witih B.S.C. and reacly a settloment .
As we have said re tedly, there is plenty of scope for steel

" workers to earn higher pay provided they are willing to get rid

of overmanning and restrictive practices in their industry.

I agree with you 510 hat the w must be enforeced and
strengthened. We have made it abgolutely clear that obstruction
and intimidation are illegal under the criminal law, and I am

confident that our police forces will ensure that the law is

‘adhered to.

As for strengthening the law, vou will no doubt be aware
that the Employment Bill currently before Parliament will restrict
the right of individuals to picket to their place of work; and we
intend to amend the Bill so as to restrict the immunities which

- trade unionists enjoy in respect of secondary action generally.

/We are
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We are also proposing to pfdvide trade unions with funds so
that they can ballot their members before deciding on strike
action. In addition, ‘we wili-édon be announcing @eaSUIes

aimed at ensuring that trade unions,'rathér'than the state, -

support their members when they are on strike.

I am grateful to you fox writing, and I cecan assure you
to redress the balanece of power in our

€ the wealth producers. znd away from

those .who are intent on dding them harm.

{

John Hunt, Esq.
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 5504

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

26 February 1980

Tim Lankester Esqg
Private Secretary to the Prime Minister
10 Downing Street

London SW1 P W /[,,,.‘-u/t’

rdﬂl/ Qv\ buwvvpﬁﬁlﬁ
e

L attach a copy of the 16th Report of the\ W)

Interdepartmental Contingency Group on the
Steel Strike.

I am copyling this to the private secretaries to
members of E Committee, the Secretaries of State
for Scotland and Wales, the Paymaster General,

the Minister of Transport and Sir Robert Armstrong.

)anwws EM/wa;
Pem

PETER STREDDER
Private Secretary
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STEEL STRIKE : 16th REPORT OF THE INTERDEPARTMENTAL
CONTINGENCY GROUP

This report summarises the position on 26 February.

BoC

2 The BSC, ISTC and NUB met on 22 February to discuss

the Union's draft agreement and suggested terms for a
settlement. The talks broke up without agreement to resume
full negotiations, the gap between the Corporation and the
Unions remaining very wide. The Unions have again specifically
rejected arbitration. Whilst the situation with ISTC and NUB
remains deadlocked any further talks between the Corporation
and the TGWU, NCCC and GMWU remain in abeyance.

3 The Corporation has decided to ballot its employees in

' the next few days about whether or not they think there

should be a ballot about the pay offer. The management hope
that the second ballot would be conducted by the unions. The
ISTC General Secretary is reported as recommending that
employees should ignorethe ballot. It remains too early to
assess the reaction of employees to the broadsheet which the
Corporation sent out to employees about the pay offer (para 2 of
the 15th Report) though the few first replies have mostly (as
one might expect) been positive.

il Iast week's recommendations by the South Wales NUM
delegate conference for sympathetic strike action from

25 Pebruary in support of steelworkers was heavily defeated

in pithead ballots. Dockers at Newport &re now demonstrating
reduced support for mineworkers by commencing to unload the
20,000 tonnes of imported coal which had been blacked since
last December. Ministers met representatives of the Welsh TUC
on 25 February and agreed without commitment to study their
arguments for a slower BSC rundown. It remains to be seen
whether these events affect the Welsh TUC's plans for a general
strike to start on 10 March.

Private Sector Producers

5 Private sector ISTC members are becoming much less
inclined to support union colleagues in dispute with the
Corporation and there is a growing number in favour of a
Feturn to work. Hadfield's (Sheefield), Manchester Steel
(Manchester) and Round Oak (50% BSC owned) restrated steel
production yesterday, and Templeborough Rolling Mi1Tls in
Shefrield (50% BSC—owned) resumed re-rolling today. Picketing

CONFIDENTIAL
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at these plants is reported so far to have been light.
Manchester Steel's other plant at Bidston, Wirral, is reported
to have voted today for a resumption. Other private sector
companies are in discussions with their employees about
resumption. What happens will be influenced by the meeting which
the ISTC Executive are due to have on Friday about continuing
the strike in the private sector. The Executive will no doubt
be considering its policy on expulsion generally of members
defying strike instructions, having given seven days' notice

of expulsion to ISTC members at Sheerness.

6 sheerness is continuing to work normally and make
deliveries. Picketing here is now light. Several other private
sector companies, who carry out cold processing and finishing
of steel bars and strip, are still relatively unaffected by the
strike and continue to produce and deliver to customers. It is
too early to assess the combined effects of the continuing
production and the limited resumption of work in the private
sector on steel supplies and endurance of users.

oteel Supplies

i Picketing of steel stockholders has eased in many parts of
the country and despite the imbalance and diminution in their
stocks, stockholders are maintaining good deliveries to users.
Press reports that steel stockholders have made very large

increases in prices are strongly denied by the National Association
of Steel Stockholders; while some increases have undoubtedly

taken place, there is no firm evidence that they have been either
widespread or exorbitant. Supplies to users direct from the

private sector have continued at a very low level from a small
number of plants which carry out cold steel processing and
finighing for engineering purposes. Imports continue to move
freely from many ports to stockholders and direct to users.

Transport of Steel

3 There is nothing new to report on the movement of steel
generally. No evidence has emerged of any effect from the
threatened TGWU reinforcement of instructions to lorry drivers
not to cross picket lines, and to dockers not to unload steel
supplies. The London docks are now working again on all cargoes
after the settlement of their pay dispute.

Effects on Steel Users

9 Whilst there is inevitably some further diminution in
steel stocks, there is little new to report on the potential
endurance of steel users. A limited number of additional layoffs

-0
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have been reported. Weekend reports in the press have
picked out small engineering companies, drop forgings and
the canning sector as having problems, but this adds
nothing to what has already been noted in earlier S5ituation
Reports.

10 The CBI and the British Iron and Steel Consumers' Council
have indicated privately that the proportion of companies
being affected is rising, leading to short-time working and
some layoffs, but that the critical time for companies is
likely to be from mid-March onwards. This implies no real
change on our previous assessment of endurance. Short-time
working in some user sectors, eg component manufacturers,

is thought to be as much a reflection of reduced demand

from the automotive sector as from steel shortages.

Department of Industry
26 February 1980
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PICKETING IN SCOTLAND

bl

The police renort at 1000 hours today (4 March) confirms that peaceful picketing
' ~ine maintained at a low level in 7 of the 8 force arsss. No problems have

‘_)wv 'jh\"-}_ﬁ q,n \r1

ficnlties were exnerienced .in the Strathel "'f“} s Palice
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of the earlier dif
i

but during the last 7 dayvs only 3 minor incidents have been reporfted. Inm

firgt it 1s alleged that a lorry was driven at a pickset line in Coatbridge.
Pieckats Jumped lear and no-one was nurt. Particulars were taken and although
no arrests were made, a report was submitted to the Procurator Fiscal. 1In the

second incident bottliaz of milk were smashed and a tree trunk rolled into the

roadwayr ontsic remises in Kilsyth. The police attended and the situation w:

i. Ae

resn Tved without Turther trouble. The third incident involved flying nickets
in a car which barrsd ths entrance to premises in Greenock. Again the police
resolved the sitnation without incident.

= e 3l
LAST i

Fabruary ) the number of nickets - se to 350 with
Mr MceGahey, miners, the press and TV Cameras pf@%@ﬂt. The ﬂollcq responded by
sending a sergeant, 2 censtables an Chief Insnector. MNo confrontation took

place and by mid-afternoon only 3 pickets remainet
i Pt - [y : - ;| - 7 i

The vpress ted vesterdav that the TGWIU had issued a directive to thear
menbers thaﬁ t?_z must not cross steel workers' picket lines and that this had
caused a company in Lanarkshire to lay off 9 drivers and virtually cease to
OﬁePeke. Strathelivde Police report that this directive appears to have made 1
sible difference to the number of lorries involved in transworiing materiazls.

Y Iarmroyrr o 2T T
SCOTTISH OFFICE

"+ ! e L2 .‘#F} th ic_i’()




Iron & Steel Division
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With the Compliments of




CODE 18-77

Reference =

PS/Secretary of State cc PS/lr Butler
PS/lr Marshall
PS/Sir Peter Carey
Ilr Ridley Dep Sec
Ir Woodrow Inf

Mr Nieduszynski PT

llrs Cohen IS1
me Mr Monck Tsy

BSC: THE BREAKEVEN TARGET

In referring to the breakeven target for 1980/81, which the
Secretary of State set BSC last July, I suggest we place more
emphasis now on the statutory duty placed on the Corporation
by the Iron and Steel Act 1975 (passed by the previous Labour
Government as a consolidation Act, but repeating an earlier
Labour Government's statutory reguirement). Section 14(1)
says "Subject as provided in sub section (6) below [which is
not relevant since no required rate of return on assets 1is
present specified] it shall be the duty of the Corporation so
to exercise and perform their functions under this Act as to
secure that the combined revenues of the Corporation and all
the publicly—owned companies taken together are not less than
sufficient to meet their combined charges properly chargeable
to revenue account, taking one year with another.," This means
that "taking one year with another", it is the statutory duty
of the Corporation to break even.

2 Given that the Corporation have made losses in each of
the 5 successive years since the 1975 Act was passed, "taking
one year with another" can reasonably be held not to extend
to losses in a sixth year, ie 1980/8l. So we can argue that
the breakeven target is not simply the Secretary of State's
policy but what the law, as imposed by the Labour Government,
requires as a "duty of the Corporation".

3 This is a fairly sensitive point for other Nationalised
Industries, since the NCB, Electricity, Gas and BAA (but not
British Shipbuilders) also have an obligation to break even.
However, three of these four do make profits; NCB declare =z
profit but this is after heavy grants under the Coal Industry

Act.

n,

S J GROSS

Hd IS Division
816 Ashdown House
212 8705

25 February 1980







25 February 1980

The Prime Minister has asked me to
thank yvou for your letter of 22 February
about the Chairmanship of the British
Steel Corporation, and also for your
letter of the same date with which you
enclosed a copy of your proposals for
settling tthe current dispute. She will

be replying to your letter about the
Chairmanship as soon as possible.

W. Sirs, Esq.
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Thank you for your letter of 9 February, enclosing one
from Mr. Douglas Hughes, director of the Whitechapel Bell Foundry
on the difficulties his company is facing as a result of the
steel strike. I do, of course, know of this Company and its

long and honourable zistory.

We are, of course, very conscious of the problems the strike

s edusing for firms such as this. It appears that Mr. Hughes'
particular difficulty does not arise directly from the stoppage
of steel production by the BSC, but rather from interference

with the movement of steel from a private sector stockholder,

"I deplore such interference and it is preecisely to deal with
picketing activities of this kind that we have put forward

the proposals embodied in the Employment Bill now before the

House.

That said, we do very much want to see an end to the
dispute between the BSC and its unions as soon as pqssible.
I am deeply disappointed that previous attempts to find a
selution broke down, and I sineerely hope that the present
contacts will meet with greater success. ACAS are feady to
give their assistance if this would help. “Eﬁf,in view of the
BSC's competitive weakness, 4t asg wital that any setflement that

is reached should be on terms the BSC can afford.

/As for your




As for your suggestion that I should bring the two sides

together, I believe that this is better done by the services

of ACAS who can conciliate or appoint a mediator or arbitrator

if both sides agree.

As you know, I had meetings last month with both the
principal union leaders and with the top management of the
BSC to give both sides the opportunity to present their views

to me.

The Rt. Hon. Peter Shore, MP.
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IRON AND STEEL TRADES CONFEDERATION

General Secretary Swinton House,
W. Sirs 324 Gray’s Inn Road,
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The Prime Minister,
House of Commons
Westminster

London S.W.

— , '137-.;’
Dear P(‘i A 2 (\"\w\mku‘

I have pleasure in sending this copy of our proposals which we are
submitting to the B.S.C. this morning. As you will see, these proposals

represent a sincere effort on our part to find a settlement to the current
dispute.

These terms offer B.S.C. a full thirteen month period of wage stability
up to April 1981.
s~ |
I would be obliged if the content was not generally released until
2.00 p.m. today to enable our discussions this morning to be reasonably
free from outside pressure.

Yours sincerely,

D Soxe

W. SIRS
GENERAL SECRETARY




MEMORANDUM OF AGREEMENT made on

between the BRITISH STEEL CORPORATION, %3 GROSVENOR PLACE, ILONDON,
WS1X 7JG (hereinafter called ' the Corporation ') and the IRON AND
STEEL TRADES CONFEDERATION, SWINTON HOUSE, 324, GRAY'S INN ROAD,
LONDON WC1X 8DD and the NATIONAL UNION OF BLASTFURNACEMEN, 93 BOROUGH
ROAD WEST, MIDDLESBROUGH, CLEVELAND, TS1 3AJ (Hereinafter called

'the Unions') with regard to an INCREASE IN WAGES.

PEEAMBLE

WHEREAS the Unions submitted a comprehensive claim for an increase in
wages and improvements in other benefits to take effect from 1st January
1980 and WHEREAS negotiations on the claim took place at conference held
on 3rd, 21st and 28th December 1979 and Friday 8th February 1980.

IT IS NOW AGREED THAT:-
1l GENERAL

1.1(a) Having regard to the Corporation's serious business difficulties
the Corporation and Unions agree nationally the principle that
in the year there should be significant pay increases but that

these will be financed as fas as possible through improved

e ——

performance. The Corporation and the Unions therefore enter

ST ST ST

into an enabling agreement to ensure that for this particular

negotiation a proportion of the annual increase shall be linked
directly to the achievement of improvements in the Corporation's
overall ability to pay by virtue of better financial
performance at Division or Works level.

The Corporation and the Unions agree that joint representation

should be made to the Government and all bodies concerned,

regarding the excessive amounts of steel being imported into
e, S ——————————— - >

this country which is having the effect of creating wide spread

ﬁEZEEESyment.

The Corporation and the Unions agree that much remains to be

done in respect of the commitments made by the signatories

to the 1979 Wage Settlement in respect of:-

(a) The commissioning of capital projects.

(b) Speedy resolution of inter-union disputes without
any embargo or restriction of work.

(c) Completion of W.M.I.S.

(d) Improved working practice agreements between the two Unions.
Closer alignment of maintenance and process activities.
Reducing absenteeism and unnecessary overtime.

(g) Reducing industrial disputes.

The encouragement of payment by bank transfer.

cohtinueds cecosee




The Unions accept the continued need for discussions

with the Corporation at national level:

Also at local level at least with TUC affiliated

Steel Unions: -

(a) with the objective of achieving international
manning standards at all levels to achieve the highest
level of productivity, pay and conditions in line with
overseas competitors, particularly the Eurovean Iron

and Steel manufacturers and

(b) on the means by which closer working relationships
can be established hetween the Corporation and all the

nationally recognised TUC affiliated Steel Unions.

With reference to 1.2(f) above, accepting that
absenteeism is a costly item to the Corporation it is
agreed that the Unions will accept:-

(a) the introduction of a national scheme creating a
uniformity of conditions that will help to reduce
absenteeism.
in connection with the foregoing item, consideration
will be given to the possibility of the introduction
of an attendance bonus based on individual
performance.

(c) The elimination of all overtime.

2. SCOPE AND COVERAGE

2e1 The workers covered by this agreement are those members
of the Unions who are -
(a) employed on production conditions covered by the
1979 National Agreement, and

(b) employed on heavy steel maintenance conditions, and

(c) any members in respect of whom agreement is
subsequently reached between the Corporation and the
Unions that they shall be transferred to
Corporation Heavy Steel Conditions
Staff employees covered by the recognition agreement
10th September 1969.

Middle management members covered by the National
Agreement 25th June 1974.

continuEd. ® e 0000
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This agreement is made for a fifteen month period
from 6.00 a.m. Sunday 20th December 1979 being the
nearest Sunday to lst January 1930.

2. CONSOLIDATION OF PHASE .IT INCOMES POLICY SUPPLEMENTS

It is agreed that the consolidation of the phase II Incomes
Policy supplement shall be deferred until some jointly agreec

date i1n the future.

L, GENERAL INCREASE

L.l In recognition of the Unions' contribution to
supporting the following programme within the principles
outlined in clause 1 (including the introduction of the
Lump Sum Bonus Schemes and associated payments as set
out in clause 5).
There shall be a general increase on all elements of
pay of 15% with effect from 6.00 a.m. Sunday 2nd March 1980.
The Unions and Management accept the urgent necessity
for the restructuring of work at all levels to bring
about within a period of twelve months the achievement
of the objectives set out-in clause 1l.3(a) in the ongoing
rlants and offices so as to improve the Corporation's
costs and hence its competitiveness.
At local level in line with the previous agreements
specified in clause 1.2 Management shall table Zor
discussion and negotiation with the Unions its loczal
plans to reduce i1nbuilt overmanning through job
restructuring.
These plans will include joint examination of the
Corporation's proposals concerning areas of activity
which prove excess to recuirements together with
proposals for appropriate local productivity negotiations
where increased work or higher responsibvilities are
involved.
The Unions will accept the adoption at local level of
policies of productivity negotiations.
(2) That local negotiations may allow non-recruitment, and
(b) Allow advantage to be taken of labour turnover vhere

possible to ease :any necessary. reductions in manpower.

Given the difficult financial year ahead the Unions agree
to immediately set up a Vlorking Party to discuss the
possible advantages of the Governement short time working

scheme.

continued ...
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On the basis of the need for change in the industry,
the Unions recognise the Corporation's concern
regarding the need to improve working practices and
relationships between maintenence and process workers

in the industry.

Any bonus incentive or other paymente expressed as a
percentage of a rate to which has been added the
increases stated in clause 4.1 above shall not be
further increased as a result of this agreement.
\/here necessary, such agreements will be adjusted

accordingly to ensure this condition is net.

k.9 For the purposes of calculation relating to pension,

reduncancy, severance payments and holiday pay or any

L=

other terms and conditions which include reference

to past earnings, the period of the industrial action

will be excluded.

The Corporation and the Unions accept as a contribution
towards improving the conditions of employees ir the
industry that they will hold constructive discussion
about the introduction of a 39 hour week, or shorter
working year and for this to become effective fron

1lst April 1981.

Recognising that most members aged 18 are receiving adult
rates the Corporation anc Unions zgree to extend the
practice to include all members by the 1st April 1931 on

a phased basis.

The Corporation and the Unions agree the minimuzm
that shall apply from the 1lst April 1980 will be
for a 40-hour weck.

5. LUMP SUM SCHEMES

5ok Lump Sum Bonus payments will be made at local level

provided that it has first been demonstrated that,

(2) the cost of such increases has been funded by
inprovecd financial performance except as cualified
by clauses 5.7 and 5.8
such payments will derive from agreed schemes designed
to measure financial performance on a Divisionzl or
Works basis described in 5.4 below.
it 1s understood that the schemes described above

will be applied to units at Departmental level and

above.

continued ceeceee
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Performance of local schemes will be assessed

3 monthly in arrears.

The result will be applied as a percentage increase
to the earnings which each individual has accrued
during the three month period over which the scheme
performance has been assessed and will be pald as a
lump sum.

While as previously stated in clause 5.2 hereof the
detail of local schemes shall be a matter for joint
determination, it is agreed that each local scneme
will incorporate the following:-

(a) Iump Sum Bonus payments (other than the advance

payment and guaranteed minimum described in 5.7

below) will be made only after the actual

achievement of improvements in dbusiness perlormance.

It is accepted that factors external to the

Corporation may affect business performance dot:

adversely and favourably. No attempt will dbe made to
offset for these external influences.

(¢) ZILump Sum payments will de made guarterly, and will
be calculated as a percentage of gross earnings
during the relevant three month period which
divided by the workers involved will
produce a flat rate payment cqual to all
after excluding guaranteed minimum payments

In order to implement these principles in variec

circumstances in different parts of the Corporation anc

still preserve consistency of approach it is intenced
that each local scheme should be designed on the basis
of one of the following options:
"Better business results and productivity as
shown in improvement 1in added value rclated
ermployment costs"
OR
"Expression of overall business success in terms ol
improvement in a predominant physical 1ndex (or indices)"
OR
"The achicvement of specified improvement milestones
in circumstances of major change"
OR
"In the event of alternative schemes being locally

acceptable these will be considerecd"

continueCeeces




Schemes which use added value as their basis will
calculate this factor by subtracting the cost of
materials and services from turnover and expressing
the result of that calculation as a proporiion of

employment costs.

Lump Sum Bonus pa&ments arising from local schenes
will be paid on the nearest practicable pay date
following the end of the period over which performance
has been assessed, to employees in the Corporation's
employment at the time they fall due.

Any scheme which uses employment costs as part of the
calculation of quarterly payments will take account

of the costs of such payments in the period in which
they are paid as distinct from the period on the result

of which they are calculated.

In consideration of the national undertaking to malie

F
-

local agreements on such schemes at the earlies

possible moment the Corporation will make a payment

of a weekly sum equivalent to 5§ of the gross earnings.

This payment will take effect from Sunday 6.00 a.m.

6th April 1980.

Having regard to the need for joint negotiations o
local schemes covering the total job population in a
Division or Works the Unions agree subject to the
provisions of clause 5.2 to participate in the setting
up of a special negotiating machinery.

Such negotiating arrangements will be for the sole
purpose of dealing with the local schemes described in
clause 5 hereof and will be completely separate and
distinct from the normal arrangements embodiec in

national agreements or established custom and practice.

The precise nature of the special local negotiating
machinery described in clause 5.8 above shall be a
matter for local arrangements but shall be so

constructecd as to permit expeditious negotiation oI

these schemes as a Works-wide or Divisional basis.
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British Bteel Corporation

It apnears that the non-executive members of the Board of the British
Steel Corporation are anxious about the propriety of the BSC taking on financial
commitments which it may not be able to meet. This issue has not arisen this
month, since the mnembers concerned were persuaded that the commmitments
which the Corporation were likely to undertake in Februarv would be covered
by funde 2rising. The position may ke the same in March, but cither then or
in April 8ir Charles Villiers will need to be given an assurance that the
Government stands by the Corporation's comunitments. It is generally accepted
that the Government has at present no choice but to finance the Corporation’s
obligations, even if the cash limit were tc be breached, and thatl an assurance
in suitable terms should be given,

2. Mr. Gross has prepared a draft letier for Sir Peter Carey, as accounting
officer in the Department of Industry, to send to Siy Charles Villiers.

I attach the draii herewith,

3. My reservation relates to paragraph 5 of the draft, in which is stated
that the Sccretary of State's inteniion ig that the Corporation should conduct ite
business within the financial congtraints that he has set for it by way of
external finance provision and financial tavget for 1980-8l, as set out in his
letter of 20tk Decermber. The effect of that would be to reiterate both the
external financing limit of £450 million and the prescript that that money should
not be available to finance operating losses. It seemns to me that, as the
situation is developing, it may be that the Government will wish to be free fo
consider the possibility of keeping the external financing limit at £450 million,
but allowing the Corporation to posipone some redundancies and use the money

instead for operating costs {a marginal improvement in the pay offer). In that

wle
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event, the rciteration of the requirements in the Secretary of Stite's letter of
20th Decerber could be something of an embarrassment,

4. 1 have suggested that the risk of embarrassment could be avoided without
signalling any change of policy or intention, if the paragraph was generalised,
£0 as to read:

"That saxd, the Corporation is of course expected 1o conduct its business
within the financial constraints get for it by the Government by way of
external Grance provigion and fnancial targets'.

5. The Departnent of Industiry think that they could not revise the draft on

these lines withoui going nack to their Secretary of State, and are reluctant to do

r
that. I amn iuclined to urge them o do so, for the reasons which I have indicated

in this miunute; bvut { should be glad o kaow whether you agree that I should press
& & p

this point.

(Robert Armstrong)

22nd February, 1980

Sy
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Steel Dispute

As you will know by the time you read this, today's negotiations
have broken down without any progress made. Solly Gross has rung
me with the following report, based on a conversation he has had
with Scholey.

The unions asked for:-

15% against a watered down central agreement;

5% against local productivity schemes with no cut-off date
for the lead in payment;

concessions on minimum earnings:1.3% on the wage bill;

improved pensions:1.5% on the wage bill.

Total cost about 23%.

BSC told the unions that this was totally unacceptable, and did
not offer any concessions themselves. They said that,in view of
the massive gap between the two sides, they once again proposed that
the dispute should be put to arbitration. Bill Sirs replied that
the unions would not accept arbitration, but he would consider what
their response would now be to BSC's restated position. Te that
extent, there was not a complete breakdown; at the same time, we
still don't seem anywhere near a settlement.

BSC are categorising the union claim as approximating 30%.

They get up to this figure by adding in something for the possible

negotiation of traditional lump sum bonus schemes. They would have

/ done
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done better, in my view, to have called it 23% - still a very high
figure considering the unions' proposed central agreement is a
watered down version (BSC reckon it might produce 8% in
productivity, rather than 15% implicitly assumed in the claim),
and given that they were proposing no cut-off date on the 5% for

local productivity.

Solly will try to speak to Bill Sirs over the weekend to ask
him what he intends to do now. Sirs' schedule for next week
includes: -

Dinner with the American Ambassador (along with Villiers) in
Paris on Tuesday;
Attendance at the TUC General Council on Wednesday; and

A speech at an OECD Meeting in Paris on Thursday!

s

22 February 1980




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 3307
SWITCHBOARD 01-212 7676
Secretary of State for Industry

2A2. February 1980

Tim Lankester Esq

Private Secretary to the -
Prime Minister fpmqf“nvzijn

10 Downing Street
London SW1
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I attach a copy of the 15th Report of the Interdepartmental
8ontingency Group on the Steel Strike.

Annexed to the report is a note on the effects of the strike
on tinplate food can producers and the canning sector, as
requested at yesterday's Cabinet meeting.

PO e

T am copying this letter to members of E Committee, the
Secretaries of State for Scotland and Wales, the Paymaster
General, the Minister of Transport and Sir Robert Armstrong.

/

Peiz,

PETER STREDDER
Private Secretary
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STEEL STRIKE : 15th REPORT O THE
INTERDEPARTNENTAL CONTINGENCY GROUP

This repoft summarises the position on 22 February.

BSC

2 The BS5C, ISTC and NUB are meeting toﬂay to discuss
the unions' dra t agreement and sug Ueute terms for a
settlement. LeaJQ1le, talks beTween the Corporation and
TGWU, NCCC and GIVU seem likely to remain in .abeyance.

3 The Corporation is sending out broadsheets to all its
employees giving details of the pay offer which was made 10
NCCC, TGWU and GMWU on 10 February and to ISTC and NUB on

L rebruary It is too soon to assess the effect.

— e e =

4 On Wednesday, 20 Februvary, the South Wales NUM delegate
conference discussed sympathetic strike action in support of
steelvorkers. The conference recommended strike action by the
27,000 miners in the coalfield to take effect from 25 February.
First results suggest that the recommendation could be sub-
stantially defeated in pithead ballots. If so, this could
slow dovr: the momentum behinéd the Velsh TUC's plans for a
general strike in Wales to start on 10 March. Attitudes
towards this strike may become clePrer as a result of a
meeting between Ministers and the YWelsh TUC next week.

5 The issues of pay and prospective redundancies are
becoming increasingly linked. There have been hints of
greater BSC Fley1b111Ty on the timing of the latter, but 1%
rem2ins to be setn whether they and the unions can make any
Ty
progress as a result towards a package settlement. The dis-
e huropean Commission on 21 FPebruary may have
encouraged exaggerated union hopes of substantial delay in the
rundown. This, or any significant diversion of redundancy
money to hig hor pay not financed out of productivity, would
do nothing for BSC's viability. ‘
R A A S R R P e NI s AT A S Ry

Private Sector Prodiucers

6 Sheerness Steel is conjiﬂgin@_tp nmad¢ae M*Pel and to

make deliveries. The mass picketing on iay,,. 200 Febriarr,
whilst caus 1qf a pause in receipts of raw watcrlal and s eel
deliveries, has not deterred the company and 1ts workers Irom
continuing ﬁormal production and deliveries of steel. Both
plants of lManchester Steel are now again at a Suanﬁstlll
because cf feur% of seyere pickgling and intimid&T1on following

the refusal of the ISTC DLxecutive to grant a dispensatlion from
eSS
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strike action in private sector companies. But they and
other private sector steel companies are again actively
considering, with representatives of the workforce, ways
of starting up again over the weekend or early next week.
The steel companies, which have continued to carry out
cold processing and finishing of steel, predominantly in
bar and strip form, are maintaining their production and
are delivering to customers. ;

Steel Supplies and Transport

7 Despite continued picketing, which has been intensive
in Wishaw and Bellshill (Scotland), good deliveries of
!steel to epd users are beine maintained from the majority
ﬂof steel stockBolders. lMovement of steel generally has
continued with little change reported. At the ports, there
is an indication or prospective improvement at London,
which has been affected by its own pay dispute. There is
now a reasonable chance that 211 the London docks will

e return to normal handling of all cargoes, including steel,

[~——"0on Monday following meetings of stevedores and tally elerks
today. ‘

8 The latest Customs and Excise returns show that imports
of steel in January 1980 were nearly 307,000 tonnes, which
is not far short of normal for this time of year. This
figure represents gopods landed, not necessarily onward
movement from the ports, Wnilst,.as reported earlier, there
has been some build-up of imported steel in storage at
docks, the size of the import tonnage suggests that a sub-
stantial proportion of imported steel has been moved from
the ports to stockholders and cnd users. This will have
contributed to the achievement by most users of production
levels ard replenishment of stocks in the early weeks of
the strike which exceeded earlier expectations.

Effects on Steel Users

9 This week's survey by the Business Statistics Office

shows that manufacturing production in week ending

16 February remained over 95% of normal (just under 98%

if BSC production loss is deducted). This is slightly

Tower than the previoas week. The metal-using sector production
* remained about gﬁ lower than normal. 12% of the companies

in the survey are now being affected by the strike. Estimates

for this week are that the level of overall manufacturing

production will again have fallen slightly. The prospects

- 5

- - . « -— . . .
in some individual sectors are worsening, which may point

to a2 sharper fall-off in industrial production as we get
into MarcE : R - =

#
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10 Increased evidence of companies being affected,

partly by steel shortages, but also by reduced order

books, is reported from the engineering sector, particularly
in Fast and West Midlands. llany companies in these areas
are now planning for 4-day—-week working from next week or
the first week in Nalcn-

11 In the drop forging (eg components) sector a quarter

of the companies are on short—time =2nd the Trade Associztion
expects that half the industry's production capacity will
have stopped work by the middle of March:; Production o7
industrial fasteners is also expected to drop during the

next week leading to short—-time working in the first weel in
March. In both these sectors there is further treatment of
components between their first production and final use in
automotive or other manufadpred production. It will thus be
some time before the full effects on final users are apparent

12 The hand tool sector has also started short—time working
and somec companies expect to have stopped completely by
mid-lMarch. A large proportion of the procduction in this

goes for export and export orders are being lost because of
uncertainty &Pout futute deliv&>y dates.

Attitudes to the Strike

13 The CBI Council meeting this week showed continuing
general support for the stand both Government and BSC are
taking. Here and there industrialists are saying that the
Government is.trying to change attitudes too fast. But
Regions report that industrialists reporting. difficultiss

due to the strike are not calling for government intervention.

Department of Industry
22 TFebrusry 1980
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STEEL STRIKE: TINPLATE FOOD CANS AND THE FOOD CANNING SECTOR

BSC is the only UK source of tinplate. Producers of tinplate

cans for food and beverages have had to depend on their own

stocks of tinplate, which are now substantially depleted. The
major UK proﬁﬁber, Hq&gl Box, who supply 85% of food cans, has

had additional problems iff making full use of its stocks, because
heavy picketing of their factory at Neath has prevented deliveries
of its production of can ends to other can makers in the Group.

2 Metal Box have been laying off workers in the tinplate food
can part of their business since the beginning of this month.

By the end of February they expect to have laid off about two-thirds
of the workers whose activities depend on tinplate. The company's
production of food cans has accordingly been reducing during
February and during this week and next they expect to be able to

meet 25% of customers' requirements.

5 Reads, the other principal producer, has also begun laying
off workers but they have not revealed the extent of this nor
the effects on can production.

4 In the food canning sector there is inevitably a growing
shortage of working stocks of cans, particularly in the standard
sizes, and some companies have reduced production leading to
layoffs of employees. The Food Manufacturers' Federation have
said that more layoffs are likely during the first half of March,
and some companies may have to cease production altogether. There
are good stocks of canned food in the Jdistribution chain and there
are no signs of any shortages in the shops. A limited number of
lines of UK canned food products could begin to run short towards
the end of March, if the strike goes on much longer. These are
principally beans and peas which are canned all the year round.

T P
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As you know, I am a non-executive Director of the British Steel
Corporation and as such have been fairly deeply involved in the
strategic discussions about the strike. You will also appreciate
that I have received through this and other sources a good deal of
confidential information. You also know, I am sure, that I am
personally right behind your own policies and am totally committed
to your success.

I would have liked the chance to talk to you today but it was
obvious that the chance would not arise. I therefore thought that
a short note might be helpful.

A1l the signs are that in the eighth week the strike is still
fairly solid with worker opinion behind the unions, although the
majority of workers would like a compromise solution. There are two
key factors in this:

1 That workers do not think the position of the British
Steel Corporation is credible; that if they push hard
enough we will give more money.

As you know, the only money we can give must be earned
by higher productivity.

That if the strike goes on long enough the Government

will, as every Government has done in the past, bail
the industry out with more cash.

CONteoo




. All our soundings suggest that a great deal of worker hostility
and blame 1s attached to the Government for not intervening - and
there is a great belief that the Government will intervene.

I am quite sure that if you could get across to the work force
that they are not going to be bailed out however long the strike
lasts, and that any money they get must come from improved productivity,
it could make a dramatic difference to the situation.

In other words, I believe that your own intervention spelling out
the realities could be decisive.

I know that you have repeatedly said this in the House of Commons.
I know that Keith Joseph has said it. But it really needs to be said
in harsh unequivocal terms into the livingroom: on television, by you
as Prime Minister.

Equally, because of the real worry in South Wales about their
future it would be counter-productive both industrially and politically
to spell this out without giving some message of hope.

I understand you are being interviewed on Panorama on Monday.
This would be a very good slot and I trust that you will consider
dealing with it at that time. If you could spell out clearly and
firmly where the Government stands it could make an enormous
contribution towards settling the strike.

I attach a note which may be of help and please forgive the
intrusion.

/ '/ L ,-)
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BRIEF MATERTAL FOR PRIME MINISTER'S STATEMENT ON 'PANAORAMA'.

.'The steel strike has been going on eight weeks. It started because

of a misunderstanding and a misrepresentation. The Steel Corporation
did not, as was widely reported, offer 2%. It offered, and still offers,
considerably more if it was earned by increasing working efficiency.

It is difficult to catch up after a false start and a great deal of
111 will was created because workers, naturally, were insulted in thinking
they had been offered 2%.

I believe very many workers in the steel industry are being sustained
by the belief that if the strike carries on long enough the Government
wlll come along and give the employers more money to improve their offer.
It is natural for them to have this view because in the past Governments
have done just this. Well, I want to spell out plainly and once and for
all that my Government is not going to do this.

Britain is living on borrowed time. For years we have paid ourselves
what we have not earned. Governments have given in to people who have said:
We want it, . . therefore we will have it, irrespective of whether we have
earned 1t. Well, it simply has got to stop because the alternative for
our country is disaster. Not only for the steel workers, but for the
old and sick and those who depend on our national prosperity.

Let me spell it out to every steel worker's wife: we are not going
to bail out an industry which is inefficient and losing money. We are
not going to do it because it is not even in their long term interests
to do so. It is certainly not in the interests of the tax payer to do so.

What I say further is this: I do know about the worry of recession
in South Wales. I know how heartsick they must be at the threat of fast
disappearing jobs and I promise we will do our best to steer new

opportunities in their direction.

CONTien e
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But absolutely the wrong way for them to go about it is to

ke militant action which has only one sure end: the disappearance
of yet more jobs. The longer the steel strike goes on the less of a
future steel has.

If an industry is losing money, then it is straight Alice-in-
Wonderland to think that you can make your future more secure by
blackmailing your employer into giving extra money he cannot afford
and you have not earned. So I would really like to spell out a very
simple message to steel workers' wives who have to bear the real
anxiety of this.

The Government is not going to come galloping to the rescue
by giving more money to the British Steel Corporation .owever long
the strike goes on - and so far as I know they de not themselves

have anything to spare to give away for nothing.

But it also should be known that British Steel has been re-—

equipped with very fine and sophisticated equipment and if the unions
are far sighted enough to give something for something, there is no
reason to think that it does not have a good future. In some real
respects we now have the finest and most modern steel making processes
in the world.

14% is not, as I understand it, the final offer by BSC. In terms
of what workers could get the sky is the limit provided it is paid foxrs
I suggest to Bill Sirs and others who have dug themselves into am
entrenched position and indeed have hardened their position as the
strike has gone on, that they should now go back to square one, g0
back to the negotiating table with Sir Charles Villiers and say "let
us think again’. Let us give something for something. Let us negotiate
a wage 1lncrease which meets our members' worries about the cost of

living, but equally enable British Steel to make steel more efficiently.

conte. ..
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. Let lﬁ’h the unions, negotiate . - productivity schemes

which will be good for the workers, good for the union leadership,
good for workers and good for the country".

But let there be no mistake; the Government is not, repeat not,
going to come up with more money for nothing which will put off
once again the real problems which in Britain today are causing

anxiety to every woman who carries a shopping basket".
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Thank you for the note of the meeting with Mr Norton held on the 18
I'ebruary with your ninister and Mr Mayhew.

mxlxqm_f Y= \sc :SizkkwAaA_\

The Minister has however drawn my attention to two inaccuracies in the
minutes, which he would like correcting by a circulated amendment.

I fefer you to para G, line 14: "to be" should be "already",and lines
16 and 17; ”... and for plaintiffs to seek redress... acting on behalf
of the union , should be amended by the following:-

"A further possibility would be to enact that a court's
contempt procedure could sequester union funds in the

event of non-payment of a fine imposed on anyone (includinz
a union official) acting on behalf of a principal".

Thank you for your assistance in this matter.

\"h-'\m NEWY Lfcz__x-tl_«t\-\
/ ' - * -
9 Q- AN AP o Y

J S WILLIAMS
Assistant Private Secretary.
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THE PRIME MINISTER. e .. 21 February 1980

Dear Mr. Jones,

..»Thank you for your- letter of 1 February concerning EEC aid

to the Shottbn Area.

You asked in particular for further details of the EEC
money allocated to Shotton steelworkers that I mentioned in the
House during Question Time on 29 January. 7This assistance is

being prov*ded under the Iron and Steel Employees' Readaptation

. Benefltq Scheme (ISER%S), which-is J@‘ﬂuir'fnuﬁod by the

European Coal and Steel Communltj (ECSC) and tho UK Govcznm&nt
This Scheme prov1des benefits to redundant qtecxworkers in three
ways;hmake up of earnings during new employment; supplemenfg

to unémployment benefit; and assistancelfor refraining. These
benefits‘are payable for varying pericds of ﬁp to 2é,years after
a worker has been made redundant. Further details are-given

in the attached note.

Since we Jjoined the European Community in 1973, over
£26 million has been allocated under this Scheme to eligible
redundant steeiworﬁers in the UK. An application on behalf of
Shotton steeiworkers was submitted to the Commission by the

Department of Industry on 14 November 1979; the Commission

/allocated




allocated £7.7 milition for these men on 9 January 1980C. The-.
Government's contribution is estimated to be over £9 million.
You also requested information regaf&ing fubther.European
aid for Shotton. Over £2 million has been'allocated-to tbe
Shotton area from thﬁ wanphﬁm Reg LonﬂW Development Fund for
.publlc authority 1nfrantrurtut@ scheme | and a further_£0.25
- million has been allocated from the same fuﬁd_fof industrial
g prbgecbka“ Anothér'ﬁoa?é mililion isrlikéiy iohb@'allocéﬁed inL
the near future, again for infréstructure schemes. -In recent
years about £1 million in ECSC loans and a further £1 million
in EIB loans have besn allocated to the Shotton area. Such
-Interest-subsidised Ilcans remain potemtiaily avallable for any
firm which might wish to apply for them. The ECSC loans have
exchange rlsk cover operated by the Department of Industry under
_“ Sect1on 7 of the Industzy Act 1972. Theae.are flgures for the

Shotton area 1tself' if account were to be taken of comparable

aid to other parts of Clwyd affected by steecl redundancies, the

assistance would be much larger.

The Govérnment is currently pressing s larger share
of that part of the non-quota section of the Furopean Reglonal
-Development Fund allocated to steel closure areas. We have also
lodged a provisional application on behalf of BSC (Industry) Ltd
with the European Social Fund for about £4 million to provide
further aid for rétraining of redundant workers in steel closure

areas, including Shotton.

/ Aid for
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Aid for the Shotton area does not, as you are aware, depend
only”on EEC based Schem@s° The‘Govérnment's own remedial meaéureg
include the uprating of the Shotton TTWA to SDA status. We have
also made avallable an addltlonal £15 mllllon to allow the WDA

to provide 1ndustr1a1 sites and factory sﬁace over the next 3-4
years. ThlS suppiemenf .iﬁ mddﬁfjon to their normal progrc%me

has enabled the WDA, in concert with SC (IndUﬁtrv) Ltd( to"
commit'expendifure of £13 mjllléﬁ‘ﬁﬁfiﬂé 1980/81 to thP area,

'The Agency.will nave subs Lantﬂél?lundo from its regular budget

- and thé balaﬁée 6f“£hé‘%xﬁféqﬁi5 ﬁi!L;aﬁnavaiIahle to continue

‘a development programme for the Shotton Area in subsequent years.

Yours sincerely,

MT

\‘,.;,‘_ Fg :p'f ‘I‘

oA Lu-u%
ool ;,,,.-‘l-{

Barry Jones, Esq., M.D.

o . .. S et e 1. s, A, D S S N i S P -
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| jf.’ FRIEF SUMMARY OF ISERBS BENEFITS

.Eligibility: To be eligible for benefits under the scheme a steel-
worker must have been in the full time employment of the same steel
company for 52 weeks prlor to redundancy or re-deployment. He must
also: . o Bl o (IR - S B

(1) be under the age of’ 60 (meu) or 60 (women) at the date
- of redundancy or transfer - ‘

(ii) have be n wholly or mainly engaged in Treaty of Paris
activities e 1

have been made redundant or re-~deployed as the result of
.2 permanent closure-or reduction in activity

not have begun working at the plant within 52 weeks of

the beginning of the rundown in activity which ]ead
to the .f(BHTJTiL.LJR\;, or re- e )! J‘fdl 31! ;:p :

Benefits available:

(1) Make-up of earnings during new employment: when current

earnings in new full time job are less than 90% of
previous earnings, weekly payments are made to bring
current inceme up to 90% of previous earnings, less any
state or other benefits WXIQady being received. The
entitlement period for benefit is 78 weeks for men under
.05 and women under 50; 104 weeks for men aged 55 to 59
and women agesd 50 to 54, and up to 130 weeks for men over

60 apnd wonen gover .550 et A S b _'.I..:.,‘_'.:__.;I..-'i i
Unemployment: benefits supplement the nationzl unemployment
benefit scheme. During the first 26 weeks of unemployment
- (after a 2 week waiting period) Earnings Related Supplement
- (ERS) is payable. If this falls short of 90% of the maximum
‘rate of ERS, the ISERB Scheme will top payments up to 90%.

- If ERS lasts for less than 26 weeks, the Scheme will make

- an equivalent: payment for the rest of the 26 weeks. Then
from the 29th week of unemployment, under 55s (women under
ﬁO) get a further 26 weeks of "ERS 'equivalent' payments
~ i.e. 90% of the maximum rate of ERS, or the rate of ERS
that was being received if it was hlgher. Over 55s (women
over 50) do not receive the "ERS equivalent'" payment, but
from the 29th week of unemployment receive 90% of previous
earnings for 52 weeks, then 50% for a further 26 weeks (less
any state or other benefits being received).

Alternatively, over 55s (women over 50) usually have the
right to convert the benefits they would have received
during unemployment into a capital sum payable into the
former steel company's pension scheme for the purchase
of immediate additional pension benefits (or if this is
not possible, applied to purchase an annuity).

Training: Eligible steel workers on approved training

courses receive a benefit equivalent to previous after-tax
earnings less any other allowances or benefits already

/ being
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being received. This is paid for a maximum of 52 weeks
within the individual steelworker's eligibility period.

All weekly benefits may be adjusted annually to take
account of increase in the cost of living.. No benefits
are payable after normal retirement age 1S reaclhied.:

Travelling, Resettlement and Removal Grants: benefits
are provided to steelworkers redeployed, within the same
company. They are similar to those available under

the Employment Transfer Sconeme tO people who take up
employment with a new company.

Costs of Training: The Scheme also provides for a contribution

(i1)

(iid)

(1v)

of the Employment and Traianing Act 1t

—— -

To be made towards the costs of providing a 'relevant course of
‘training”

(iﬁn

-~ defined as training -

TFYE

conducted under arrangements made und the provisions
; :
ot

(sf’i
7l
approved by the Training Services Agency
approved by the Iron and Steel Industry Training Board

and being 2 course conducted by or on behalf of a steel
company, O '

approved by the Secretary of State and the Commission

of the European Communities for the purposes of the scheme.

For courses in categoriss (iii) and (iv), the Kuropean Commission's
approval has to be obtained. Normally, we would expect to be able

- to show evidence that the appropriate industiy training board were

satisfied with the content of the course.

If the training is for work with an identified futﬁfe'émployér, the

allowable

costs are shared equally by the employer, the ECSC and the

UK Government. If the future employer is not known, costs are
shared equally by the ECSC and the UK Government. -
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THE PRIME MINISTER

21 ¥February 13980

Thank you for your letter of 19 February.

=1led by reports of the scenes outside
a number of business premises which have been subject to

picketing related to the steel strike. I understand your

reaction, and the rezction of your employees.

The police deser#e great credit for their effaerts to
control the situation. I know that at timés it has threatened
to get beyond their pontrol. As yowu will know, there is
legislation before Parliament on these matters. Among other
provisions, thisﬁwill give companies a remedy in law against
secondary picketing. I hope that this will prove adequate

to prevent future repetition of the ugly scenes which you

describe.

William Samuel, Esq.
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Steel Dispute: Sheerness

Solly Gross rang. The important things

about Sheerness today were:-

Production was normal throughout the
ST A Ty

day and night.

There was no lorry traffic in or out
T e T P T R S I S R e s

during the period of picketing.

The pickets left at 1610 and from 1630

IR ST I

onwards all the necessary raw m La 1

was brought in and all the steel produced

===

shipped out.

AT

E—

Sheerness intend to continue to operate

24 hours a day.

SiAn ?Ju

DUTY CLERK

20 February 1980
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STEEL STRIKE: SHEERNESS PICKETING

Ifr Schueppert telephoned me this evening to say that everything
had gone much better than he had feared.

2 About 1,000-1,500 pickets had turned up at about 5 am to
be met by 1,000 police. He had brought the early morning shif
into work at 4 am, had brought the office staff from outer
buildings to the main works and had stopped all incoming and
outgoing traffic to avoid incidents. The morning had been very
quliet with the pickets well behaved. Some of the pickets drank
a fair amount of beer at lunchtime so there was a little more
roughness in the afternoon but nothing very serious. The
behaviour of the police had been first class throughout.

3 By 3.30 pm the pickets began to drift away and by 4.10 pm
they had all left. The afternoon shift had been brought into
the works through back entrances; the morning shift left
immediately after 4,10 pm., Incoming and outgoing traffic was
restarted after 4.30 pm and Mr Schueppert hoped to complete the
full movement of incoming raw materials and out oing steel
during the course of the evening. Production had not been
affected; indeed, he had not lost a single shift during the
whole course of the strike. The works were continuing on a

24 hour basis (4 crews working 7 days a week).

S J GROSS

Hd IS Division
816 Ashdown House
212 8705

20 February 1980




PRIME MINISTER

Sheerness situation at 4 p.m.

As you know, there were about 1,000 pickets at
Sheerness earlier today. But the first shift started
at 4 a.m., and the employees had no difficulty in getting
in. Later in the morning, the number of pickets outside
the factory had fallen to 3-400, and the rest went back into
the town. At 2 o'clock, three coaches had already left
Sheerness, and we have now heard that "several hundred"
of the pickets have left. In short, they seem to be

drifting away.

There have been 29 arrests during the day - mainly
for obstructing the police. There has been no obstruction
of vehicles as such because the company decided not to

have any deliveries today.

i

20 February 1980
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I am sure that, like me, you share the deep and widespread public
concern about the recent and well-publicised incidents of mass picketTing
during the steel dispute, and the threats that are now being made ITon
within the trade union movement of further picketing of this kind. .ass
picketing which involves the blockading of premises, the obstruction o
sw.pplies and actual or potential physical intimidation of employees
oattempting to reach their place of work is contrary.to Tthe criminal

1% is also clearly not in keeping with the advice the TUC itsell 1

just a year ago to all unions in its Guide on the Conduct of Indus
Disputes.

The law is clear. Pickets, if they are to act lawfully, must do no mcTe
than peacefully obtain or communicate information or seek peacefully TJo
persuade another person not to work. The law in this respect has no-v
changed in any significant way for over a century and is now contalrnec

in Section 15 of the Trade Union and Labour Relations Act 1974. The
immunity provided by the law for picketing in the furtherance of a Trace
dispute is dependent on the actions of pickets being taken peacerfully.
Mass picketing which either by sheer obstruction or by instilling fear
prevents anyone who would otherwise pass a picket l1ine is not protecTeac
by the law. It has always been an essential feature of the law thaT n0-0n-
should be prevented from going about his lawful business and this clear.y
applies to an employer seeking to conduct his normal business as we.. &5
to an employee attempting to reach his place of work. Needless To say.

any act or threat of violence can attract severe penalties under tae
criminal law.

The immunities provided by the law enable peaceful pickeving to Take

place where this is in contemplation or furtherance of an industrial
dispute. Without some such immunities unions could be handicappea 1iun
furthering their members' interests when in dispute with an emplcoyer.

But it is also the function of the law to protect the rigants ol peopie -
ernployers and employees - to go about their daily business, to Wworx O ilT
to work, and to make their own decisions whether to exercise those riziis
In a democratic society it is not tolerable for these individual rigits

to be put at the mercy of threats, intimidation or obstruction, and I
know that the TUC would never argue that 1t should be.




The TUC's own Guide sets out a clear statement of the law which is very
much in accord with the position as I have stated it in this letter.

The Guide also provides responsible advice on the way picketing shoula -e
conducted, In particular, it makes clear that pickets should be advisedc
to act in a disciplined and peaceful manner and that an authorised snd
experienced union member, preferably a union official, should be in chargs
of The picket line and should ensure that the number of pickets is no
larger Tthan is necessary. The authorised union official is expected to
advise those who picket to avoid insulting words ar behaviour which woilc
constitute an offence, and to refuse the assistance on a picket line of
anyone wnho does not undertake to accept instructions and benave in a
lawful and disciplined mammer. Armbands or badges are to be provided as

a means of identifying authorised pickets. In providing this guldance,
the TUC is clearly acutely conscious of the difficulties to which tae
assembly of large numbers at a picket can give rise and of the risks ol
obstruction or intimidation in situations which are difficult to cont—ol.

Given the widespread public concern which has arisen from recent pickesa:
incidents and the threats now being made by some trade union spoxesman
of further mass picketing and blockading, I hope that we can look to = .c .
TUC to reaffirm its advice to all affiliated unions to observe the

guidance the TUC itself has provided. In particular, I hope the TUC =1
urgencly advise unions against all aspects of picketing which are unlay “us
and. of the rights of individuals not to be impeded or intimidated iz
moving freely to and from their place of employment. The trade unica
movement in this country has long been proud of its readiness to Eslete TEC,
the law and respect the rights of individuals. I hope that it will de
ready to demonstrate this again today.

]
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From the Private Secretary 19 February 1980

The Prime Minister has seen your secretary of State's
note of 19 Febvvﬂry

She agrees that it would probably provoke the m111tants
to put it about that the strike could be sustained for a
substantial period. But she strongly takes the view that
to give any hint of weakness now could have a similar effect,
encouraging the militants to go for a quick kill.

She believes that the important thing is to maintain
an lmpression of firmmness and resolution to see it Lbrnb”n
and gquietly, in unattributable briefing, to underline how

well the economy continues to cope.

I am sending copies of this lstter toc the Private Secretaries
to the Mﬂmncfs of £ Committee, the Secretary of Stzte fo
Scotland, the Secretary 0f’STﬂ$£=ikm'Eﬁ£Uxﬁi the bayﬂhﬂtek
General and te David Wright (Cabinet Office).

T LR O S i g -7 [
Department of Employment.
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oTEEL STRIKE: LONGER TERM EFFECTS

I agree with Adam Butler that as the strike continues the deeper and L

longer term effects, ﬁérticularly in the corporate sector, will be moTe Js

T o

damaging than might be suggested in the report of officials attached to
il SSe
his minute to you of I ebruvary. 1 do not believe, as the report

suggests, that a settlement can now be in prospect which would provide

incalculable benefits to our policies, to industrial morale and to
foreign confidence.

Many strikers are no doubt deeply anxious about their continuing loss
of earnings and the future of their Jjobs. But I have seen little
evidence that these anxieties are exerting any significant pressures
on the unions to accept a largely self-financing wage settlement, or
are likely to do so in the foreseeable future. Within two to three
weeks we can certainly expect pressures from employers.

If we were to attempt unattributably to brief the media that a continuing
strike would be sustainable, we must expect that this would be reflected
as the Government's view. This I am sure would make the more militant
activists the more determined to halt private steel production and the
movement of steel and, possibly, to extend and intgngif§wﬁiéipiqggﬁing

of steel users. It could also prompt coﬁﬁéﬁiés to display their
e A

anxieties. ©Such briefing is best avoided.

——— —— SR DS F S SN ES e e M e i e |

: Members of E Committee J P
oecretary of State for Scotland Februarv 1980
Secretary of State for Wales ’ﬁ il
The Paymaster General
Sir Robert Armstrong
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LONDON SWIE 6RB
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PS ﬁlecrerary of State for Industry

19 February 1980
Tim Lankester Esq
Private Secretary to the
Prime Minister

10 Downing Street
SWT
RM—- =l
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I attach a copy of the 14th Report of the “7(L’
Interdepartmental Contingency Group on the
Steel Strike.

ee* I am copylng this letter to the Private Secretaries
to the members of E Committee, the Secretaries
of State for Scotland, Wales, the Paymaster
General, the Minister of Transport and Sir Robert
Armstrong.

YOouwn's eardn

PETER STREDDER
Private Secretary

/
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STEEL STRIKE : 14th REPORT OF THE INTERDEPARTMENTAL
CONTINGENCY GROUP =

This report summarises the position on 19 February.
BSC

2 The BSC, ISTC and NUB had informal talks on

17 February. BSC explained in detail the draft
agreement which had been reached with the TGWU, NCCC

and GMWU unions but which their delegate conferences
subsequently rejected. ISTC and NUB said they also
found that draft unacceptable, as was any suggestion

of their agreeing to embark on joint negotiations with
the other unions. They made it clear that they wished to
negotiate direct with the Corporation without third
party intervention, and specifically rejected zrprtration
or any kind of enquiry. This would make any role for
ACAS much more difficult.

3 Talks with ISTC and NUB will be resumed on

22 Pebruary when the unions will table their own draft
agreement and suggested terms for a settlement. It seems
likely that they will argue for much more general
assurances on productivity and for slowing down closures

to divert money from redundancy compensation to higher pay.

The prospect is that the gap which already exists between
the Corporation and the unions would be further widened,
thus making eventual agreement even more difficult.

4 The TGWU, NCCC and GMWU unions have no plans to
resume _talks with the Corporation, their OfElClaIS
having clearly understood that the terms of the draft
agreement represented the Corporation's final offer.

- e ——— i

5 Publicity was given over the weekend to the criticisms
of BSC top management by the Steel Industry Management
Association (SIMA) which represents management grades

from foremen to senior middle management. SIMA have for
some time criticised fthe gcale of contraction proposed

by the Corporation Board, but taking little account OT the
reduced demand which has led to the slimming down proposals,
ThiS section of management is particularly vulnerable to

job losses in the overall demanning programme. No pre-
cipitate action is expected from SINA.

6 The general situation in South Wales 1s becoming more
volatile. Discussions and meetings are taking place between
memMpers of the NUB South Wales District Committee, ISTC
members of the FPort Talbot and Ilanwern strike committees
and members of the South Wales NUB Executive aimed at
uniting the pay dispute with the steel rundown issue SO
that a return to work would not automatically follow a pay

CONFIDENTIAL
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settlement. Strike action by miners in support of the
steelmen will be discussed at a South Wales NUM coal-
field conference on Wednesday when it is expected that
the Executive will be recommending strike action, perhaps
from next Monday, 25 February.

e
Private Steel Producers

A e T e B

i Private sector plant delegates of the ISTC met the
ISTC Executive yesterday to discuss the possibility of

a dispensation from strike action in the private sector
companies. Whilst no such dispensation was agreed, the
exchange of views was helpful in getting across to the
Executive the wish of many ISTC workers in private sector
companies to resume work. BISPA are now considering with
their members the possibility of all the companies trying
to start up again later this week.

8 Sheerness Steel is the only major private sector steel
producer continuing to work normally and deliver 1its
products to customers. There is a threat of mass picketing
tomorrow (20 Webruary) and of risk of clashes with towns-
people who support the Sheerness men in continuing to work.,
The Manchester plant of Manchester Steel worked through the
weekend and had planned days off yesterday and today to
avoid the problems inherent in intensive picketing. A
decision about future working of the plant had been held

in abeyance awaiting the outcome of the ISTC Executive/
private sector plant delegate discussions. Their other works
at Bidston is continuing steel production but no deliveries
are being made. A small steel re-rolling company in the

West Midlands resumed production yesterday of narrow strip
steel. Several other steel companies who carry out cold pro-
cessing and finishing of steel in bar and strip form for
engineering uses are continuing to produce and deliver to
customers.

Steel Supplies and Transport

9 There is no indication of any change in the level of
supplies of steel to users from the private sector producers,
the steel stockholders, or from imports as compared with

last week. The stockholders have confirmed publicly the
growing imbalance in their steel stocks. They have indicated
privately that the shortages are primarily in the sheet
products (eg domestic appliance uses) and shapes for con-
structional use in which BSC predominate, but that they can
continue deliveries of these at the present rate for 2 - 4
weeks. There is nothing new to report on movements of steel.

D
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Effects on Steel Users

10 There is little new to report on the stock position

and potential endurance of steel users. The CBI have
indicated privately that on average the 60 companies in
thelir sample have 4 weeks' endurance before becoming
significantly affected. 13% of these companies are

already affected and a further 17% expect to be within

the next 2 wWeeks. On production losses, their assessment
is that in week ending 15 February, overall production will
have been 2% lower than in the absence of the dispute. This
is consistent with the results of the Business Statistics
Office survey for the metal-using sector.

11 A further 1500 layoffs are planned during the next two
weeks by Metal Box, bringing the total lay-offs in the
company to two—-thirds of the workforce whose activities
depend upon tinplate. The company expect to deliver about
25% of customers' requirements for food cans this week,
principally in the less common sizes of containers. MNAFF
have indieated that food canners are not generally affected,
but small numbers of people have been laid off. There is

no immediate cause for concern in respect of tinned food
supplies, but if the strike is prolonged, limited shortages
of UK canned products may begin to emerge in April.

Department of Industry
19 February 1980
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STEEL STRIKE: PRIVATE SECTOR AND SHEERNESS

Mr Mortimer believes that yesterday's meeting between the ISTC
office holders and representatives of the private sector steel-
workers ,while not successful in obtaining a dispensation for
the private sector, nevertheless was helpful 1n getting across
to the ISTC that the private sector workers wanted to go baclk
to work. BISPA are now considering with their members the
possibility of all trying to start up again together; this
would no doubt incur some failures but there should be several
survivors. Round Oak in the Midlands are thinking anyhow of
trying to start up again today or tomorrow.

2 As you know, Mr Schueppert rang me last night with the
following information. Mass picketing or demonstration was
being planned to'start at Sheerness at 5 am tomorrow, Wednesday
He was expecting between 1-2,000 pickets and already had
information about the following contingents all planned to
arrive at about that time:

a 3 coach loads from the Kent coalfields (about 150)

B R S— = = -
e — ——

b 4 coach loads from London (about 266?

P e ——

e m———— = _'_r_h?
C 10 coach loads from Sheffield (about 500)

e e e

s »
d Large contingents from Corby and South Wales.

- - — — —
———— e

To reduce the danger of direct confrontation, IMr Schueppert
had initially moved the time for shift change from 6 am to
5 am; he had now advanced the shift changeover time to % am.
3 Mr Schueppert said he was in constant touch with the Kent
County Constabulary and was very satisfied with their help and
co—operation. However, he was concerned whether there was
sufficient national back-up for the County Constabulary and fel
there was need for nationwide intelligence to be provided to hi
and to the County Constabulary because of the danger of quite
serious violence from Wednesday onwards,

4
4 This violence was likely to arise from direct confrontatio
between the local townspeople and the pickets. Thus, the local
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Transport and General workers had given a vote of confidence

to the Sheerness steelworkers and there was a serious risk that
the local dockworkers, steelmen and others would physically
attack the pickets., This could easily lead to a build up of
steam and, quite possibly, violent rampage by the pickets
through the town of Sheerness as a whole, Therefore, he

was very anxious to be assured by the Home Oftfice that there
would be sufficient national polic e back-up for the local

Kent Constabulary,

5 With your agreement I spoke to Mr John Chilcot and

Mr wPhillips at the Home Office who had had much of this
information through their own contacts with the Kent County
Constabulary. Mr Chilcot has now kindly arranged for

Mr Schueppert, accompanied by his local MP, Mr Roger Moate,
to see the Home Secretary at 6.30 pm this evening,

6 I spoke to Mr Sirs last night on a purely personal basis
and warned him that he was getting into very bad company on
the Sheerness issue. 1 accepted that he himself wanted
picketing to remain peaceful but the kind of mass picketing
from distant areas that, according to the media, was being
planned for Sheerness seemed to me very likely to result in
ugly violence., This must react to the discredit of himself
and of his Union. Mr Sirs sounded a little depressed® but

said he would make enquiries today to see what he could do to
reduce the risk of violence., He claimed that it was not only
the BSC workers who were angry with Sheerness but also many
private sector steelworkers who felt that Sheerness was taking
up some of their business, I very much doubt whether this is
so but Mr Sirs was probably referring to the fairly successful
efforts by the private steel companies to switch steel of differ-
ent specifications amongst themselves to help maintain their
own rerolling activities.,

Ut s
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10 DOWNING STREET

THE PRIME MINISTER 19 February 1980

Dear Mr. Norton

Thank you for your letter of 15 February.

I was absolutely horrified at the picketing scenes
outside Hadfields last week. The South Yorkshire police
appear to have done a marvellous job in maintaining
access to your works; but equally, there seems e tlie
doubt that many of the pickets - in their attempts at
obstruction and intimidation - were acting outside the
law. I am very sorry indeed that the workforce finally

decided to strike once again.

We will certainly push ahead with our legislation
against secondary picketing as fast as possible. But 1
fear this cannot be fast enough to affect the current

dispute.

Yours sincerely

MT

Derek Norton Esq
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NOTE OF A MEETING HELD ON 18 FEBRUARY 1980

Present: Mr Butler Mre Nortorl
Mr NMaynew Mr Adauis
Mr Murray '
Mr Waite - DEm

The purpose of the meeting, which had been arranged followil
a request from Mr lorton the previous week, wes tv gjva Mz
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an opportunity to explain the situation at Had
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Mr Norton briefly outlined the background to Lonrh
volv lvement in Hadfields. Lonrho had ac qulﬂec t company
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there would be : 1,000 more pickets; and they would enter the
works to "drag bthem out on strike". Ilir Mead, the Assistant
Chief Constable, had said that in the circumstances he could notT
guarantee the SaLetv of the workforce. 'Mr Norton said that the
combination of The Lhreat of even greater picketing on the Friday
and the inability of the police to guarantee the safety of his
workforce had decided him against opening his East Hecla Wwolxs that
day. Mr Norton emphasised tkat he was determined to gub hl“
workforce back to work and would use all legal means at his
disposal. DMr Butler said he agreed that the picketing at
Hadfields had been deplorab lk, but 28 the law stood, the unions

15 NP LR, 0 B WY e

were not prevented from secondary picketing of this klnd provided,

s

of cou“se,.tuat it wes not 1ntw‘£aton. Mr Butler said th“*
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was reassured that Mr lorton was intent on action within tre

for ek

<
@

that he too had be
.1t seemed To hir
Hadfields would nuol
Vir Norton as kJuou that he WOilh
that one of DX at Hadfields
existing law. He d tha® the Home

law on public order; one aspect ie woulo
difference between a picket and a demons!
nevertheless had a very difficult job on thei

the civil law was Loncerned, Mr Mayhew said ths
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1) with ald
plant for years and felt confident they could do the same at
Shotton. The main attraction at Shotton was that the customers
had confidence in the works. He would be glad to talx to BSC, but
they would have to provide more information if the talks were to
get down to detail. :

date, but added that Hadfields had been making profits

9 Mr Norton said his main purpose in seeking a meelting with

I'r Butler was to see if there was any Government aSSiSJaﬂCﬂ QJQllablv
e help fundscheNillosses S of &2 mllllon_g week which Hag S 1
incurring as a result of .th® strike. Unless such
forthcoming, he woUld seriously have to consider
with The 1035 of 2,800 jobs. He did not feel able
to the Lonrho Board Thab they should continue
Mr Norton made it clear that if Hadfields did
steps. Lo pDin the t Lriily on Governm

was on Government as shareholder to Eflng TSC
back To the negotiating table. Mr Butler said
Governuent assistance available to help Hadfield:
thelr present difficulties. Neither could they
158 Q@EOELQLG. the Government were determined +n
1ts own commercial affairs; and they certainly
intervene with the Unions. Mr Norton wag severc
nanagement; the way in which BSC had handled its
and the UleCﬂtatLJM of 1ts elogsure proposals.
that the BSC were keen to negotiate; it was the
holding beack.
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10 Iir Adams said that it was clear that either
to go into “ecei"a“ship; or the Government would
more money than planned to help it through the e
strikze. If the latter course was adopted, then
be able to compete unless they got 1r11ar help
The latter had already been very he 21pful in the
haulage drivers' strike. Ir Adam said he was
to keep going pack to the Bank unless there was
incuubrlal strife. He asked Mr Butler which of
B5SC 1t proposed to adopt. IMr Butler explained f:
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SUMMARY OF TELEPHONE CONVERSATIONS ON SUNDAY 17 FEBRUARY

(1) Sir Keith Joseph telephoned the Prime Minister at 1040 hours.

Sir Keith asked whether the Prime Minister had consulted
the Lord Chancellor about events at Hadfields which seemed a
massive breach of common law. Lt ‘seemediito’ be an dssue of
enforcement of criminal law, not the form of the civil law.
The Prime Minister thought that on picketing, it was an issue
of changing the civil law. Once this had been done, injunctions
could be taken out against individuals to test the efficacy of
the new proposals. There was a case for changing the business
in the House to have the picketing provisions taken as a one-clause
bill and passed through all stages next w week. Sir Kelith reiterated

'—h--u—ﬁi—-l--—--——.'

that the actions of Mr. Scarglll and his colleagues seemed a

—

clear breach of common law, in the form of organising an affray.
.-__________,_,_'-——-—-—-4-\
The Lord Chancellor would know the alternatives. The Prime

Minister agreed that she would speak to the Home Secretary, and

would leave Sir Keith to speak to the Lord Chancellor.

(2) The Prime Minister telephoned the Home Secretary at 1100 hours.

The Prime Minister referred to the aggressive picketing at
Hadfields. The Government could not sit aside doing nothing.
It might be necessary for somebody to propose to Mr. Prior that
the picketing clause should be taken out of the main Employment

T e T T3S
Bill and handled as a one-clause bill in one day next week.

The efficacy of the JnJuncfiaﬁ procedure could then be tested
immediately. The strike was going on much longer than anybody
had expected and was getting uglier day by day. It might be

possible to clear Commons business on Tuesday.

The Home Secretary said that he would talk to Mr. Prior.

The Prime Minister said that he should not easily accept reJectlon

———— e

B e |

of the one-clause bill alternative.

The Home Secretary said that he was now very disturbed on

his own front. He would be investigating matters further the

/next day.




next day. He had seen the South Yorkshire Chief Constable on

—————————————————— e — =
= e ————— :
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Thursday evening. The Chief Constable had reported that Mr. Norton

of Hadfields and his colleagues had been absolutely resolute in

the morning but had received instructions from Lonrho in London

- . - - —.:ﬁ' - -
at lunchtime that they were to give 1in. This gave the i1mpression

that picketing had won.

The Prime Minister said that the Government had to be seen
Lo aect. It was not possible to continue with a bill upstairs
which the Government maintained would work, but which was only

slowly proceeding through the Parliamentary process. Apart from

e e
e — e ———————————————— e e —— e ———
- e

other considerations, it was unfair to expose the police without
-

the Government attempting to take some action. The Home Secretary
said that he was pleased to hear the Prime Minister's expression

of support fier the police. Their role was far from pleasant and
could well get intolerable. Hadfields, of course, had a convenient
story to explain why they had closed down. He would tell the
Prime Minister the next day what Mr. Scargill had really done.

e ettt et

He and others like him were clever. He had only been there

________.__‘_‘_‘________._-_

for five minutes, made his number, and departed. This was not

————

what the police had been quoted as saying. The Prime Minister

said that she would be prepared to call an emergency meeting
the next day. There was va Bill SinNCommittee. The CBI's

proposed modifications would need to be taken into account.

-

But the picketing clause would need to be tackled separately to

sort out the issue of how effective it could be.

(3) Sir Keith Joseph telephoned the Prime Minister at 1135 hours.

Sir Keith had been in touch with the Lord Chancellor, who had
merely quoted the law, and had suggested that theﬁz}torney General
should be consulted on enforcement. Sir Keith felt that
Mr. Scargill must be liable in law for the organisation of
unlawful affray. The Prime Minister said that it might suit

Mr. Scargill very well to be charged. She would like to see

/the Government's




the Government's new picketing clause passed through so that

e e et —

injunctions could be taken out. This would force the union to
decide whether to stand behlnd Mr Sgargill I+ this did not

e e

work, then the 1nadequacy of thls approach would be clear for

all to see. She would speak to the Attorney General.

The Prime Minister asked what was the significance of the

'""no confidence' motion passed by the staff of British Steel.

o S————— . .
Sir Keith said that there were many factors involved, but they

probably included a desire on the part of the staff to protect
their own jobs. The Prime Minister said that the situation

was a failure of both unions and management. She doubted whether

——m—

the two would ever get together in a sensible way. o Keiath

said that the "other man'" would be putting in his proposals in

—

the coming week. The Government could not move before they
had considered these. The Prime Minister said that she feared

that Mr. Prior was trying to push the Government into a Court

—

of Inquiry. An alternative strategy was necessary. One
possiﬁfﬁity would be to get Lord Robens to mediate if the unions

would accept this. Sir Keith thought that the unions would

e e ——

be weakened by the strike before the employers, unless violent

e e —
e
—— e ——————— e ————————————————————

picketing drove the private sector 11nked to steel into retreat

-

The Prime Minister said that the Government had never liked
the use of the criminal law, partly because of the time it took
to pursue a case. She would herself talk to the Attorney

General.

(4) The Prime Minister telephoned the Attorney General at 1245 hours.

In reply to the Prime Minister's query, the Attorney General

said that Thursday's situation had developed into an affray.

]

The issue was whether the police could gather effective evidence
in this kind of case. The Prime Minister said that if nothing
could be achieved with the criminal law, the Government would have

to consider accelerating clause 14 from the Employment Bill and

it e S this
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putting this through the House in one day. The Government could
not simply stand by in the face of the threat of further scenes

like those at Hadfields. The Attorney General saw no obstacle
to thiéﬂagafggfr7The Prime Minister said that this strategy would
allow one of those companies who were being picketed to test

the power of an injunction. The Attorney General said that there

was great advantage in using the civil law, which could be brought

into operation much more rapidly than criminal penalties. He
had the feeling that Mr. Sirs had lost control. He offered to

talk to the Home Secretary, and the Prime Minister agreed.

(5) The Chancellor of the Exchequer telephoned the Prime Minister

at 1930 hours.

The Prime Minister asked whether the Chancellor had yet put
in his comments on the Consultative Document. The Chancellor
said that he had sent these off on Friday evening. He had also
written the Prime Minister a personal note. The Prime Minister
acknowledged the personal note. She said she was concerned about
the Hadfields problem. It was likely to be impossible to
bring prosecutions for affray or unlawful assembly. If this
was so, she wanted to coggzaér accelerating clause 14 of the
Employment Bill as a No. 2 bill which could be taken through all
stages on Tuesday. The power of injunetion could then be tested.

If injunctions were not observed, then trade unions' immunities

could be tackled in the main Bill. The Government woﬁid also
______‘___,_...._-—l‘

need to take account of comments by the CBI on the existing Bill.

The Chancellor said that he took the view that section 14
would make picketing unlawful in various places. He explained
the history of the crigzggl law on the offence of watching
and besetting which was the key to the effect of this clause.
However, the Department of Employment had not shared his
interpretation. The Prime Minister said that her concern was

to test the new clause 14. The Chancellor commented that the

/Government
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Government would look very foolish if they rushed the clause
through and found that it didn't work. The Prime Minister said

that it would be worse to find it ineffective next winter.
| B ey

- ————
e ————————
e ——

The Chancellor quoted a personal letter he had received
from Muriel %33§n describing the scenes at Hadfields. The Prime
Minister said that she expected to have a further conversation
with the Home Secretary later in the evening. She also felt
that she or Mr. Prior should write to Mr. Len Murray about the

brutal face of trade unionism which had been exhibited the

prev1ous week. The Chancellor agreed that the Government should

be challenging them, particularly over the working of the previous

winter's miserable code.

The Chancellor said that he wanted to talk to the Prime

Minister as soon as possible about Budget presentation. The

way in which we put across the forward look, which was extremely

gloomy, was a critical aspect of this.
,____'___—-———--'

g—

(6) The Home Secretary telephoned the Prime Minister at 2130 hours.

The Home Secretary had been unable to contact Mr. Prior,
although he had spoken to the Chancellor of the Exchequer. The
Prime Minister said that the '"People' leader was right. The

yHadfields situation had not been @ matter of mass picketing but

T
of mass intimidation. It was a public order situation. The

R
e ——E

Government needed to know where the pickets would turn up

the next day and would have to stop pickets before they got there.
It was not a civil law issue but one of criminal law. The

Home Secretary quoted the South Yorkshire Chief Constable who
had drawn attention to a clash of priorities between keeping the
works open and maximising arrests. The Prime Minister said

that the Chief Constables should meet the Law Officers. The
Home Secretary said that this would have to be treated with great
care, as Chief Constables could not take direction from Law

Officers.

/The Prime Minister
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The Prime Minister stressed the need to stop pickets before
they arrived at their destination. The Home Secretary undertook
to investigate and do whatever he could. He hoped to speak to
the Solicitor General early the next day. The Prime Minister
said that she had it in mind to call Cabinet or a Cabinet Committee
at 1000 a.m. the next day. She could not leave matters for
a further day. The police must have guidance over their handling
of the criminal offences. If the Home Secretary needed more time,

she would call the meeting of Ministers at 1030.

The Home Secretary stressed that the keeping of public order
would inevitably mean a major confrontation and the Government

must be aware of this before embarking on that course.

(7) The Home Secretary telephoned the Prime Minister at 2245 hours.

The Home Secretary reported that the private steel company
in Manchester had worked that day, but would close on Monday.
In respect of Sheerness, he had been in touch with the Chief
Constable of Kent. The Chief Constable had warned that he might

have to arrest a gfggp many“people. He was quite determined to

——— A S —

keep Sheerness working: he hoped that Ministers would support him

e

although he feared that they would not. The Prime Minister hoped

i ——

that Mr. Whitelaw had made it quite clear that the Government
would be fully behind the Chief Constable. Mr. Whitelaw

confirmed that he had done.

His sources indicated that problems at Sheerness would

probably not arrive until Wednesday, although the police would

be ready to deal with them on Monday if necessary. The Chief
Constable disputed some of the Solicitor General's interpretation
of the relevance of the criminal law on picketing. The Chief
Constable had, however, had a meeting with the Assistant (Chief
Constable of South Yorkshire in order to learn what he could

from the Hadfields experience. The Prime Minister commented that

at Grunwick the police had had the means of stopping pickets
T —

/before
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before they arrived at the factory site. The Home Secretary
wondered why Hadfields had not shown the same determination as
Grunwick's management. The Prime Minister said that people
should not have to run the gauntlet of intimidation 1like that

at Hadfields. The Home Secretary agreed. It might become
necessary to arrest thousands of people and the Government would
have to be clear what it intended to do with them. The Prime
Minister said that this was why it was necessary to be clear on

criminal law provisions in relation to affray and riot.

The Home Secretary recalled the South Yorkshire Chief Constable's
assurance to Hadfields. The man now felt let down. The Prime
Minister reiterated that the scenes at Hadfields had been in
contravention of criminal law. The Hcome Secretary asked where
thilsi .conelusion led' to: The Prime Minister believed that the

criminal law could not cope and it was therefore essential to get

S ————
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the common law rlght The Sheerness steelworks had at present

n——

no basis on Wthh to seek an injunction. The proposed new law

s ——
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would prov1de this. She had just received a telegram from

Sheerness wives. The Home Secretary undertook to establish by

Nap———y

1030 the next morning what powers the pollce had to stop busloads

i, T
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of plckets on route for steel companles It was fdftunate that

g et e et
P

he had rung the Kent Chlef Constable, and had had the opportunity

T ——— e

to reassure him that he would have full Government backing.

He was determined.

L —
R

The Prime Minister said that the next day's meeting would
need to consider three matters: the public order aspects of
current picketing; the possibility ofuzgilng clause 14 of the
Employment Bill as a separate measure; and the quesflon of a
Government Minister writing to Mr. Len Murray asking whether

he supported or condoned the trade union activities at Hadfields.
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As the Secretary of State will know, the Delegate Conferences
of the craftsmen (NCCC) and the GMWU yesterday rejected the
terms of the pay offer which their representatives had
negotiated with BSC on Sunday 11 February and had recommended
for acceptance. I attach Mr Murray's minute giving BSC's
report on the position.,

2 I spoke to Ir Sirs this afternoon to ascertain the positic
on the proposed Sunday meeting ,given BSC's doubts about 1t.

Mr Sirs said he had taken up the BSC offer of a meeting, in the
letter of 11 February to him from Dr Grieves,; the last paragrap
of this letter said "We have prepared a new draft (6b) which
includes these understandings and commitments Las offered to
craftsmen) and I would welcome any opportunity to talk this
situation through with you, whether on an informal or formal
basis". IIr Sirs had replied by telegram agreeing to talks

on Sunday "on the basis of the final paragraph". BSC had
responded with a”telegram yesterﬁr—wngv-k Sirs? view,
proposed a much more restrictive agenda for Sunday's talks,

by seeking to limit them to an explanation by BSC of the
detalils of the offer made to the craft and general unions on
11 February.

3 Mr Sirs told me that, subject to Ir Hector Smith's
agreement, he was about to reply by telegram back to the BSC
reiterating his acceptance of the talks on Sunday but on the
basis proposed in the letter of 11 February namely "to talk
this situation through with you" which he 1s clearly
interpreting more widely than BSC do.

4 Ilr Scholey and Dr Grieves have been at Ashorne Hill all
d

ay today on talks with STMA (the middle management association
and on return this evening by which time Ir Sirs will have
left for Scotland. Will try to talk to Mr Scholey and/or
Dr Grieves this evening to see if I can help sort this out and

encourage them to maintain contact but there must clearly be

some doubt as to whether the Sundax talks will now take place,

5 I have discussed the situation with Mr Smith DEm, We
agreed that it was desirable to encourage the Sunday meeting
to take place. However, if, as we fear, the meeting eilther
falls through or there is agedw a total failure this would
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demonstrate once again that the two sides can no longer
coherentl 1co jith one anotner, 1t would then be

imely to suggest once again qr o1rs that he seeks the help
of ACAS if coherent communication between the two
s1des,

6 Mr Len Murray meanwhile intends to talk to the craftsmen
and general unions early next week about where to go after
yesterday's breakdown.,
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S Jd GROSS

Hd IS Division
816 Ashdown House
212" 8705

15 February 1980
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BSC PAY NEGOTIATIONS

Dr Grieves of BSC rang yesterday evening to let you know the
latest position on thelr pay negotiations.

2 He said that, following rejection of the BSC offer by the
craftsmen, the NCCC leaders had been to see the BSC. Theilr
mood had been rather gloomy: the delegate conference yesterday
had rejected the settlement reached by the negotiators by a

2 ¢+ 1 vote. A significant contributory factor behind the
rejection was the fear of job losses.

3 Grieves also said that the prospective further talks with
ISTC and the Blastfurnacemen on Sunday 17 February were to be
on the basis of the offer made by the BSC to the NCCC last
Sunday. He had written to Sirs to make it clear that this was
BSC's final offer, and that the main purpose of the talks next
Sunday was to enable BSC to explain the details of the offer.
He had written this letter in order to avoid the build up of
unrealistic expectations of an improved BSC offer.

4 Grieves was clearly apprehensive about going out of London
for negotiations on Sunday. The press had already got hold of
the proposal and he had visions of the 2 BSC representatives
trying to negotiate in a building surrounded by thousands of
demonstrating steelworkers and their sympathisers. 1t may

well be that the Sunday talks will be postponed or rearranged,
especially if the ISTC are not prepared to hold discussions

on the basis of the BSC 10 February offer,

5

B MURRAY

I53

814 Ashdown House
21206104

15 February 1980
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' The steel strike is now gstretching into its seventh week.
It truly has become a Greek tragedy. The disasters can be

seen everywhere. Think first of the financial losses to the

.Nﬁnﬁm-ﬂ_ln-v a“ a-s-.-h L
' ¢ P

" workers: they have mounted to a formidable total. I take
the illustration of a married steelworker with two childrene.
His average gross pay at work would have been £110, yielding
a take home figure of around £84. His present income will

have been more than halved - despite supplementary benefits,

e el LN et PR R s

tax rebates and rent payments. To date that worker will have

lost a touch less than £300,  And who can see a settlement

X
over and above the BSC offer available at the beginning of ;
\ { this strike which will compensate for these losses? It will ‘}i \;\"
\|| take years of swgated toil for the steelworkers to recoup the| | NGV
[T YaWacea
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‘\lossessuffer d ‘'by bungled negotiation. }
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. | &
Think secondly of the commercial future of BSC. Does anyone 31;3:\

suppose that it will be "business as befqre" once Messrs. Scholey
and Sirs have struck a deal? We all know that cannot conceivably
happen. The memory of this strike will linger long. There is

no doubt that somé.customers of thé British Steel Corporatiop

are now thinking of hedging their bets. Many steel users will

seek an alternative suppliere. To an extent this will benefit

the private enterprise steei;%kers in Epig country. The real
benefactors, howeverx, are likely to be the overseas steelmake;s.
The search for more'dependabie sources of st;:I_E;—ETT-?33___—-'
likely to add to our imports. The quest for new patterns of
steel supply is nowy quietly takiﬁg place and its fﬁll consequence

will only be seen quite some time in the future.

Indeed the full tragedy can only be assessed many months hencee.
. It is not merely steel that is at 1issuee. There is the further
question of products which are manufactured from steel. The
whole dependability of the British mechanical engineering
industry rests - in part - upon the reputation of BSC itself.




e 5

. :I - .. %
' " i RS L 3 . e Lz‘t

ot &l AR T ARASTE N FAN % )
e R L e R 41

isation“.

wge-industrial

e to talk of the dangers of
hreat

that our manufacturing econ
This 18

t It is fashionabl
omy 18 under t

such talk argues
a special them

Biao |
dustrialisation“

Home

from jmports from Europe and A
Ton& Benne However there has been NO nde-in
d by the steel gstrikerse

GET as spectacular as that gsecure
' i . the BSC market share is
gn gteelmakers; and

output of stee
y the growing of forel
d replace home output

T EITOs

threatened b
el products coul

raw materials.

abricated ste

rs cannot obtain steel

jmports of T
where manufacture

marching propag
at Upper Clyde Shipbuilderse

s to preach the
to the steel industrye




HADFIELDS LIMITED
EAST HECLA WORKS

CHAIRMAN'S OFFICE SHEFFIELD S9 1TZ
Telephone No. 440353

L5th February, L1980

The Rt. Hon. Mprs. Margaret Thatcher, M.P.,
Prime Minister,

L0 Downing Street,

LONDON
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T was delighted to hear your condemnation in the House yesterday
of the apalling scenes that took place outside our gates. May I also
take this opportunity to thank you for your reply dated 23rd January, 9
to my original Lletter. e T - [V By

The sheer physical intimidation used to prevent our employees M’U’?'
from reaching their place of employment yesterday is widely reported |[Jg & -
by most of the media this morming and will, I trust, accelerate action N4
by your Govermment to prevent similar recurrences. o r ﬂ f

T ~n 34

T feel it is worth mentioning to you that I have received over
400 letters in support of the stand we have taken againgt both the strike
and pieketing, and the over-riding theme of the letters is that people
are delighted to see a British Lion roaring again.

The complacency of Sir Charles Villiers has to be seen to be
believed and you will have been advised that despite my reaching agreement
with Mr. Bill Sirs that my men could continue to work, he did a complete
'yt turn and called them out on strike again without even having the
decency to tell me personally.

Just where 1s this fantastic country of ours going?.  Even more
Important to me as a business man, ts who now pays the bill for the £5m.
per week that my company will lose whilst others fiddle as Rome burns.

Please dear Prime Minister, grab the appropriate people by
the throat and make them act as men.

Yours sincerely

Wewd Qoo

DEREK NORTON










