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CONFIDENTIAL

PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL

I am unable to attend E(A) on Monday and would like to make a
couple of points on Nick Edwards' proposals. I would like to
support his proposals as an example of the Government proving

————

its ability to get things done in depressed inner city areas

i

in a way which creates employment, including jobs based on

tourism and leisure industries.

I sympathise with some of the Chief Secretary's arguments
about financing - indeed an overt indication that significaant
public sector funding would be available could create some
difficulties in inner city areas in England. But, it is
surely not necessry to support the concept of the barrage
publicly only on the strict condition of full private sector

financing. The Channel Tunnel precedent is not going"to be
EEET&cable to every worthwhile major capital project in our
inner cities. One of the purposes of UDCs is to exert
leverage on private sector finance, but some public sector
funds will sometimes have to be there ihitially o exert that

leverage.

I favour an early announcement of these proposals because of

the long timescale of the project. It is important to show

some progress on the ground to demonstrate the UDCs provide a
—‘

way of getting things done without excessive red tape and

‘delay. I hope that when we take these matters out of the

CONFIDENTIAL .
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hands of local authorities, we will not allow our own Central
Government procedures to cause delay and excessive caution in

the face of good innovative proposals for development.

I hope that the announcement of the UDC and the barrage can

proceed without excessive emphasis on the limits on the public
sector funding avg;}gEIQTJNJF\”\/”\\/‘*\—/”*\»/ﬁxf—\fﬁﬂ—f—

I am sending copies of this minute to members of E(A) and to
John Wakeham, Richard Luce and Sir R Armstrong.

oA

r- KENNETH CLARKE
- [Approved by the Minister
and signed in his absence]

- CONFIDENTIAL
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PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL

I am unable to attend E(A) on Monday and would like to make a

couple of points on Nick Edwards' proposals. I would like to
support his proposals as an example of the Government proving
its ability to get things done in depressed inner city areas
in a way which creates employment, including jobs based on
tourism and leisure industries.

I sympathise with some of the Chief Secretary's arguments
about financing - indeed an overt indication that significaant
public sector funding would be available could create some
difficulties in inner city areas in England. But, it is
surely not necessry to support the concept of the barrage
publicly only on the strict condition of full private sector
financing. The Channel Tunnel precedent is not going to be
applicable to every worthwhile major capital project in our
inner cities. One of the purposes of UDCs is to exert
leverage on private sector finance, but some public sector
funds will sometimes have to be there initially to exert that
leverage.

I favour an early announcement of these proposals because of
the long timescale of the project. It is important to show
some progress on the ground to demonstrate the UDCs provide a
way of getting things done without excessive red tape and
delay. I hope that when we take these matters out of the

CONFIDENTIAL
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hands of local authorities, we will not allow our own Central
Government procedures to cause delay and excessive caution in
the face of good innovative proposals for development.

I hope that the announcement of the UDC and the barrage can
proceed without excessive emphasis on the limits on the public
sector funding available.

I am sending copies of this minute to members of E(A) and to

John Wakeham, Richard Luce and Sir R Armstrong.

AN

%

r. KENNETH CLARKE
[Approved by the Minister
and signed in his absence]

CONFIDENTIAL
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SOUTH CARDIFF: DRAFT SPEECH

"On the basis of the engineering -studies, present cost
estimates and the advice so far received, we believe that
the barrage concept is right and is capable of creating a
major development opportunity. The first task of the UDC
will, therefore, be to take the project forward by carrying
out further technical work and financial appraisals to
examine the options for obtaining the greatest bossible
contribution by the private sector to the costs of the
necessary infrastructure in South Cardiff, including the
barrage. Given a successful outcome to these studies it
will be necessary to seek Parliamentary approval. The
earliest date at which a Bill could be introduced would

be 1988 and construction of a barrage is expected to take

about three years so that it might be possible to have the

barrage in place early in the 1990s.™
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10 DOWNING STREET
LONDON SW1A 2AA

THE PRIME MINISTER 29 November 1986

1/ 2 o //)" 7/\W‘L"‘"M.

Thank you for your letter of 21 November which I was

very glad to receive.

You will be pleased to know that we have agreed to the
deposit by London Regional Transport of the Bill for the
Eastern Extension of the Docklands Light Railway. We did so
on the basis of an assurance by the London Docklands
Development Corporation that in their view the project could
go ahead with no expectation of Government contribution to
LRT's capital or running costs. We shall want to see, before
the Bill proceeds to Second Reading, the specific
arrangements which the LDDC can make to secure that there
would be no significant risk that any of the costs would fall
as a burden on LRT. The Government cannot commit itself to
an extension without being fully satisfied that no additional
public expenditure will be required.

In this context I do very much welcome your confirmation
that you will work with the LDDC with the object of ensuring
that adequate funds are provided to enable the Eastern

Extension to the railway to be funded.

The prospect of redevelopment of the East India and
Royal Docks really is most exciting. But I am sure you will
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understand the conditions which the Government must attach to
public sector involvement. This is an opportunity for
private enterprise to show what it can achieve.

\

C e /t)“A‘iji'fj

q /"’
\/[ =
:i, / o,é e

Godfrey Bradman, Esqg.
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P 02382 CONFIDENTIAL

PRIME MINISTER

South Cardiff Urban Renewal
(E(A)(86) 57 /4nd 58)
[ v

DECISIONS

1. The main issue is the terms in which the Secretary of State

for Wales announces the possibility of constructing a barrage

across Cardiff bay. e

2. Given the late circulation of papers (despite the earlier
exchanges of correspondence) it would have been better to
postpone discussion until later next week. But the Welsh Office
have represented strongly that decisions must be made on Monday.
if the Secretary of State's proposed announcement on 5 December
is to be properly prepared. We have therefore reluctantly
accepted that the meeting should proceed on Monday morning.

BACKGROUND

3. The Welsh Office now have the results of a feasibility study
for the redevelopment of South Cardiff. These have indicated
that there is substantial potential for private sector develop-
ment, and a number of potential developers are interested. A key
part of the development would be a barrage across the river Taff
to turn tidal salt flats into a fresh water lake which will

provide an attractive heart to the development.

4. The Welsh Secretary wishes to announce on Friday 5 December
that the Government has decided to establish a UDC to carry

forward the development of the area in conjunction with the local

authorities and other agencies. The Chief Secretary, Treasury

and the Minister of State, Privy Council Office do not object to
the UDC itself. The Secretary of State wants also, however, to

ik
CONFIDENTIAL
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-the-UbC-itself+——The—Seeretary—of State—wants—alseo;—however,—te—

go further and announce his firm support for the construction of
. B Wl T T S P P B B

the barrage, which he regards as essential to the success of the

UDC. This is not acceptable to the Treasury.

Case for the Barrage

5. The Chief Secretary quite rightly argues that since the
barrage is a major capital project, and could involve a large and
open-ended public expenditure liability there should be no

Government commitment until a full analysis of alternative

options and of the costs and benefits has been carried out. He
——

would, however, be content for the Government to indicate that it

will proceed, provided that its costs are met in full from

. —-.—_.-“
private sources. The case would then be tested by the markets.
B

6. The Welsh Secretary on the other hand regards it as vital to
give a very positive steer in his announcement. The feasibility
study has been underway for the last 12 months, and he believes
that there must be a public commitment to the concept if his
announcement is to be regarded as progress. The fact is also
that he now regards himself as fully committed personally to the
barrage. He is, however, content to make it clear that he will
be looking for private sector involvement in the whole develop-

: : NAAA A~
ment, including the barrage.

7. Essentially, what is now required is a form of words which is
sufficient to give the project momentum and create the necessary
conditions of confidence while not prejudicing unduly the
Treasury's position. The Chief Secretary has circulated an
alternative draft, with two variations, but this has not bridged
the gap. The precise wording will have to be settled by the two
Departments concerned outside the meeting, but you will want the
Committee to give them a clear steer. If you should wish to take
the matter further in detail at the meeting, the attached formula
might be worth trying. It is more positive than the Chief

Secretary's alternative, but would still avoid any specific

2
CONFIDENTIAL
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commitment to public expenditure.

Other Issues

8. Two other issues have emerged in correspondence. First, the
development might fall foul of the European Community Directive

S

on Wild Birds, which seeks to limit development in areas of

special significance for rare birds. This seems likely to impose
quite stringent conditions for development in the areas concern-

ed. The Taff estuary is a strong candidate for designation.

This is an important environmental issue and it is important that
the Welsh Office are sensitive to this point, and that there

should be proper coordination with the Officials of DOE and the
Law Officers, who are about to advise on the implications of the

directive for UK planning law.

9. Second, legislation will be required to authorise the

st —

construction of the bérrage. The Welsh Office must consult

closely with the Business Managers over the timetable and
Parliamentary implications of this. Mr Edwards is seized of this
point, but the Business Managers may wish to register it at the
meeting. (The Lord President is attending because of this
aspect.) It is possible that a local Bill promoted by Cardiff
City Council may prove simpler than a hybrid Bill for which the
Government would be repsonsible.

HANDLING

10. You will wish to invite the Welsh Secretary to introduce the

discussion, and the Chief Secretary, Treasury to respond. The

Secretary of State for the Environment and the Lord President of

the Council will wish to speak on thier particular interests.

S

Cabinet Office
28 November 1986 3

CONFIDENTIAL
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Suggested Alternative formula

The Secretary of State has made clear that he supports the

concept of the barrage. Precise arrangements for its construct-
ion and financing will fall to be settled alongside those for
other aspects of the Corporation's development plan, once the
necessary studies have been undertaken and the role of the
private sector has been determined.
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CONFIDENTIAL

PRIME MINISTER

CARDIFF BARRAGE

—

—

Mr. Edwards and the Treasury are now I think guite close to

agreement.

—

Mr. Edwards' case for making any kind of commitment this week

is extremely weak on its merits, though he has clearly got

e —

himself way out on a limb from which he will find it well nigh

impossible to retreat. The barrage is apparently known in

Wales as "Edwards' barrage".

Mr. Edwards argues that the scheme has been thoroughly

discussed. It is true that two large reports have been

produced. But they are thin and superficial:

—

(1) the report by the Consulting Engineers says: 'the
studies carried out for the purpose of this report
have been entirely desk studies based on

——

information already available:ﬁénd the conclusions

and estimate of cost can onlgvbe regarded as

tentative'. The discussion of the cost runs to
————

just over one side of paper. There is no analysis

L e

of risks or uncertainties;

the report by Jones Lang Wootton, the company which

analysed the projects's development potential,

describes its own figures as 'simplistic' and says:

"we are required to 'fast track' the study and to

reach conclusions and judgments within a period of

four months. It was therefore accepted that much

of the analysis would, of necessity be fairly

superficial and that our conclusions would be

Y

preliminary".

CONFIDENTIAL



http://www.nationalarchives.gov.uk/legal/copyright.htm

CONFIDENTIAL
e

Other uncertainties have emerged in the last few days during

Ministerial correspondence:

(1ii) the Solicitor-General has advised that we need to

be sure that we would not be in breach of our legal

obligations under the Community Directive on the

Conservation of Wildlife and Birds;

the business managers are doubtful about the
legislative implications;

John Moore has pointed to uncertainties about the

size and cost of a lock which will be needed in the

barrage, to similar uncertainties about a new

bridge, and to additional dredging costs 'which

S ——— o
could be extensive'.

——

We are in danger here of another public sector folly. The

barrage is technically the most difficult part of the project

and it is not easy to see how the private sector could be

cmm—

persuaded to take the risks with the rewards. Unlike Dartford

or the Channel Tunnel there are no tolls whiéﬁ could reward
P ————
the private sector for building the barrage. And it is not

clear on what basis developers of land around the lake would

be induced to provide finance for it. They would in any case

know that Mr. Edwards is firmly committed to the project: if

they hold back they can be sure Mr. Edwards will feel Sgliged
to provide the money.

Mr. Edwards' enthusiasm will ensure that that will be the
case. If E(A) agrees to the "concept" of a barrage (I am not

clear what the difference is between agreeing a "concept" and

agreeing a "project") he plans a great media event on Friday

next week, with interviews, lavish briefing packs and the full

media treatment. The Government will be on the hook.

The words used by Mr. Edwards in his speech and in interviews

afterwards are therefore most important.

CONFIDENTIAL



http://www.nationalarchives.gov.uk/legal/copyright.htm

CONFIDENTIAL
o

The latest position is set out in the note by the Treasury,

attached. Mr. Edwards would be prepared to accept the passage
in quotes in paragraph 3. The manuscript amendments are
changes which Robin Butler has recommended to the Chief

Secretary. The paragréph as amended is, I think, acceptable.
However, Mr. Edwards should also agree the remainder of this

part of his speech with the Treasury: there should be no
difficulty on that.

ep DAVID NORGROVE

28 November 1986

SLHACK

CONFIDENTIAL
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CHIEF SECRETARY

C’Y*“ ,& teer

FROM: M C BETENSON
DATE: 28 November 1986

Chancellor
Financial Secretary
Economic Secretary
Minister of State
Sir P Middleton
Mr Anson

Miss Peirson

Mr Instone

Mr Norton

Mrs Holmans

Mr Legg

Mr Cropper

Mr Ross Goobey

feges jors e ! .
To nad W ootk @ Mr Tyrie
bV, o S R,

SOUTH CARDIFF URBAN RENEWAL

I attach a briefing note for the E(A) meeting on 1 December which

will be taking papers from yourself and Mr Edwards.

2 The
paper,

RS Ee L GG,
a Cardiff barrage providing he makes clear that he reserves the

briefing suggests the fallback, not floated

of allowing Mr Edwards to make an initial commitment to

in your

This 35
{l;c;"d“"td right of the Government to reconsider the commitment should further
i atie

Slewld net”
e re ety

feasibility studies prove unfavourable or should private finance
B EC e SR
This fallback if

;‘tk*k*hL'Mr Edwards has clearly won the main argument.

0w ST
Lty d“gdof b wonde ia povos 3
— 3 We understand that No.1l0

compromises with the Welsh and that the Welsh Office have offered

not be

forthcoming. should only be offered

have been exploring possible

3
;

the following form of words for an announcement:

ﬂ,)gr wdsr Tleen
of - the present
estimates and the far received we

v ProM-(S-‘v-’

that the is“&ight_} and
capable of creating a major development opportunity.
The first task of the UDC will be to take the project

. h&LLSS&?: .
forward by carrying out thel;furt er technical work

"On the basis engineering studies)

cost advice so

believe barrage concept is

and financial appraisals and to examine the options
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for obtaining the greatest possible contribution

by the private sector to the costs of the necessary

infrastructure in South Cardiff, including the barrage. .

'E We ovbteme « WEM ¢ ndlior o-v:]-'rw Hoadr o\ggmo.qc_si.& bo bualt
f a barrage 1 to be built, a Bill will be

introduced....".

PS/Mr Edwards thinks that they would also accept a caveat to
\ Jak )the effect that, "Given a successful outcome to these further
pjxlxiu studies a Bill would...." or words to that effect. n
!E%g:?g:;ua_aiomb; Wo ok p,h&LPluijd;,c*-ﬂli_a:baw§ia e B be bt . . -

4. This form of words represents an advance but would not

sufficiently safeguard your position. However, should Mr Edwards

float it at the meeting and colleagues appear willing to accept

you could seek to obtain their agreement to some further exchanges

between Welsh Office and Treasury officials on precise wording.

M Bt

M C BETENSON
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RIME MINISTER 28 November 1986

SOUTH CARDIFF URBAN RENEWAL

The proposal for a UDC in Cardiff was raised at your
meeting on 21lst July when you said Wales should not receive
any more money and Mark Robinson stated that the money for the
UDC would be found from their own resources. We put in a

small brief to you on 7 November (Appendix 1). Now:

Nicholas Edwards is enthusiastic to announce a UDC on 5

December. He does not commit the Government directly to
fund the Cardiff barrage but it is unclear how it will be
funded. Welsh Office officials say the barrage project
would cost about £50 million and a substantial (but
unquantified) part could be privately funded. The UDC

would cost an additional £50 million.

John MacGregor complains that Wales has not provided

sufficient details nor argued its case about private

funding adequately. Discussion this week between
Departments identifies the nub of the remaining problem,
namely: if Nicholas Edwards commits the Governmenﬁ.too
strongly, private funds may not be forthcoming to fund

the barrage.

John Biffen and Patrick Mayhew warn that conservationists

may complain. But the Green Lobby should on balance be

pleased by this proposal. Moreover some allowance can be
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made for birds say the Welsh Office. This should satisfy

European obligations under the Directive on Wild Birds.

Nicholas Ridley and Paul Channon support the proposal.

The Lord President and John Biffen are worried about the

mechanics of legislation, but this can be overcome.

Richard Luce supports the proposal for another Quango but

asks if anything else could do the job better. The

contenders are the Welsh Development Authority and the

Local Authorities. 1In the case of the former: the
Cardiff Docks scheme is too big for it. In the case of

the second all three local authorities want a UDC.

Private Funding

The Welsh Office do not think commercially. However,
under cross examination, their experts say that the barrage
could be widened for £4% million to provide 30 acres of
commercial saleable land on the top worth in excess of
£8 million. A lease could be sold for a light railway. No-
one has any idea what this could be worth, probably not more
than a few million. In addition, the UDC could acquire about
200 acres of dockland for about £30,000 per acre and sell it
for £250,000 an acre, yielding £50-60 million. They stress
these figures are highly conjectural. We need assurance that

private sector funding is forthcoming but unless something is

announced nothing can be sought! [Ne axe /owg«)uc,((.(\,} CLM\—S—“'
I£ﬁ1+' Tlﬁvch. VMJMA%y vl 6= 4%v[hﬁwa&ﬁuﬁj :
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Conclusion

This is an unusual application for a UDC. There is no
failure by a local authority. Instead South Glamorgan
Council, Cardiff City Council, and the Vale of Glamorgan
Council feel their powers are inadequate! The new corporation
would also bring together the Welsh Water Authority and the

British Ports Authority.

The strength of the case in principle was demonstrated to
us on a recent visit and appears in Nicholas Edwards' draft
statement. The financial details needed by Treasury must be
forthcoming even if Wales keeps to its word to fund the
project from its own resources. However, private sector
commitment cannot be ascertained until an announcement 1is

made. We recommend that you consent to a UDC in Cardiff,

on condition

(1) That the projected costs are much more clearly

identified.

(2) That the UDC is 80% funded privately.

(3) That the remaining 20% is found from the existing
Welsh budget and that the actual source of this money

is found.

HARTLEY BOOTH
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01-212 3434

The Rt Hon Nicholas Edwards MP

Secretary of State for Wales

Welsh Office

Gwydyr House

Whitehall G

LONDON SW1 ~7 November 1986

~ Cen /‘/r‘f\.

SOUTH CARDIFF URBAN RENEWAL ﬁ(ébﬂﬁ? ON

Thank you for sending me a- copy of your refg;E minute to
the Prime Minister.

I welcome your proposal to establish a UDC and the plan
for a barrage across the river mouths . On the issues raised
by John MacGregor I cannot comment. On the barrage, I note
that the intention is that its northern end would be landward
of the main entrance to the Cardiff docks, thus leaving
them open to the sea. However, perhaps I should register
now some subsidiary but potentially awkward questions that
will need to be addressed. There will presumably still
need to be a lock in the barrage for other shipping; the
balance between size and cost may be difficult to strike.
A similar question will arise on the new bridge that is
envisaged. It will also be necessary in due course to decide
who should bear the costs of the additional dredging costs
that are 1likely to arise as a result of the construction
of the barrage, and which could be extensive.

I was slightly surprised that your paper seemed to make
no reference to the Cardiff Freeport. I know it has been
slow to get off the ground, but presumably some thought
has been given as to how it will mesh in with the UDC's
remit.

I am sending copies . of this letter to the members of E(A),

William Whitelaw, John Wakeham, Richard Luce, and Sir Robert
Armstrong.

)

b, T #0d

e ///}___

JOHN MOORE

CONFIDENTIAL
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Y SWYDDFA GYMREIG LIRS WELSH OFFICE

GWYDYR HOUSE VS TYe GWYDYR HOUSE
WHITEHALL LONDON SWIA 2ER ' WHITEHALL LONDON SWiA 2ER

Tel. 01-233 3000 (Switstwrdd) Tel. 01-233 3000 (Switchboard)
01-233 106 (Llinell Union) 01-233 6106 (Direct Line)

Oddi wrth Ysgrifennydd Gwladol Cyrnru { -
Rt Hon Nicholas Edwards MP From The Secretary of State far Wales

237 November 1986

il

SOUTH CARDIFF URBAN RENEWAL |
fie varni ond

Thank you for your letter of November about my proposals for South
Cardiff.

I recognise the need to let members of QL have details of the legislative
implications of my barrage proposal as soon as possible. The options for
the Bill to construct the barrage are still open but it seems clear that it
will be either a Hybrid Bill brought forward by my Department or a Local
Bill promoted by the South Glamorgan County Council. My recent experience
of Hybrid Bills with the Conwy Tunnel Act make me fully aware of the
importance of carefully thinking through from the start the legislative
timetable of such a Bill.

The County Council have offered to promote a Bill, but before entering into
detailed discussions with them I thought it only right that we should
decide on the concept of a barrage. Once that decision is taken, following
our discussion in E(A) on 1 December, and I have considered the options
further in discussion with the County Council, I will put my proposals to
QL very quickly. However, should it prove desirable to opt for a Hybrid
Bill I would hope that the very sparse use 1 have made of legislative time
would allow it to be given a fair wind.

I am copying this to the Prime Minister, members of E(A), the Chief whip,~
Richard Luce and 'Sir Robert Armstrong.

At

PEE_ au

The Rt Hon Viscount Whitelaw CH MC
Lord President of the Council -
Privy Council Office

Whitehall

LONDON

SW1A 2AT
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ROYAL COURTS OF JUSTICE
LONDON, WC2A 2LL

GOEEVE XIOETOEEK Z.AU‘.T -L—JL 2_. 9 ‘\f ! LU‘

01-936 6407

The Rt. Hon. Nicholas Edwards; MP; November 1986
Secretary of State for Wales;

Welsh Office;

Gwydyr House;

Whitehall,

LONDON, SW1A 2ER.

/JMV Neeloolzs -

SOUTH CARDIFF URBAN RENEWAL 2 ¢« S

W \:ff;“""
W

I am grateful to your private secretary for sending me a copy of your minute

to the Prime Minister of 13 ember on this subject.

I have not, of course; been involved in consideration of the re-generation scheme
you propose, but | am prompted to write by your reference (in paragraph 7 of
the note attached to your minute) to the possible impact of the Community
Directive on the conservation of Wild Birds. The Lord Advocate and | were
asked to consider a number of questions of interpretation of this Directive, and
we gave our Opinion at the end of October, expressed as being in draft -form in
order to give Environment Departments an opportunity to comment before it was
finalised. | understand that your officials have received a copy of my Depart-

ment's letter setting out our views: no suggested alteration has been put to us.

| fully accept that the development you propose will bring very great economic
and social benefits to Cardiff and elsewhere in South Wales. | am concerned,
however; that before steps are taken which could have an effect on any wild
birds which are the subject of the Directive we must be satisfied that our
obligations under the birective, which | emphasise are legal obligations; will

be fulfilled. @ We ought to be clear that we can meet a challenge from the

Commission should one arise, otherwise there is a risk that a great deal of work

may come to nought.

/Cont'd.......2
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| am copying this letter to the recipients of your note.
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[ l:e«am—-‘r

‘Y SWYDDFA GYMREIG
GWYDYR HOUSE

WHITEHALL LONDON SW1A 2ER

Tel. 01-233 3000 (Switsfwrdd)
01-233 (Llinell Union)

Oddi wrth Ysgrifennydd Gwladol Cymru

(e

WELSH OFFICE
GWYDYR HOUSE
WHITEHALL LONDON SWi1A 2ER

Tel. 01-233 3000 (Switchboard)
01-233 (Direct Line)

From The Secretary of State for Wales

27 Ne -

' \ s t' E t .: .
\Je.._. ( Vine bige v
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CLK{;/Z
P 02378 From: J B UNWIN

27 November 1986

MR ADDISON - NO 10

DOCKLANDS LIGHT RAILWAY - EASTERN EXTENSION |

This is to confirm that I am content with the draft l€tter for the
Prime Minister to Mr Bradman submitted to you with Richard Allan's
letter of 26 November.

2:d I think that this draft, and the two letters already sent by
the Secretaries of State to the LRT and LDDC, are consistent with
the conclusions reached by E(A) on 24 November. They are less
explicit than Ministers discussed on the assurances that will be
necessary on the Western extension before the Government can
support the new Bill at Second Reading. But this is prudent in
order to avoid weakening the Government's negotiating position by
putting excessive stress on a specific timetable for the outstand-

ing westward extension issues.

B~

Cabinet Office
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10 DOWNING STREET

PRIME MINISTER

This letter reflects letters
sent by Mr Ridley and
Mr Moore to LPDC and LRT.

bmowdaXoss

Kf DAVID NORGROVE
26 November 1986
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01-212 3434

Mark Addison Esq
Private Secretary
10 Downing Street

LONDON SW1 Zk:November 1986

Déﬂ M ke '

DOCKLANDS LIGHT RAILWAY - EASTERN EXTENSION

Thank you for your letter of_ 21 November which enclosed
a copy of the letter from Mg~ Godfrey Bradman to the Prime
Minister about the Docklands Light Railway.

When these matters were discussed by Ministers on Monday
24 November, it had been contemplated that the Prime Minister
might send to Mr Bradman copies of the letters to the Chairmen
of LRT and LDDC. I enclose copies of the letter Mr Moore
has written today to the Chairman of LRT, and of Mr Ridley's
letter (written in similar terms) to the Chairman of the
LDDC:: both letters have been agreed with the Chief Secretary.
However, as these letters necessarily cover matters going
beyond the interests of Mr Bradman's company, my Secretary
of State believes their contents should not be disclosed
to Mr Bradman in full.

I am accordingly offering a draft reply for the Prime Minister
to send to Mr Bradman which incorporates the relevant passages
from the letters to the Chairmen.

I am sending copies of this letter, and of the enclosures,
to Jill Rutter (Chief Secretary's Office), Brian Leonard
(DOE) and Brian Unwin (Cabinet Office).

\V

( o)

(ZL(/LL A
—

R A ALLAN
Private Secretary
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QKgQQ’LETTER FROM THE PRIME MINISTER TO
GODFREY M BRADMAN ESQ, ROSEHAUGH STANHOPE DEVELOPMENTS PLC
53-55 QUEEN ANNE STREET, LONDON W1M OLJ

LONDON DOCKLANDS

Thank you for your letter of 21 November which I was very glad

to receive. —?%C%Jﬂéﬂktkr

You will be pleased to know that we have agreed to the deposit
by London Regional Transport of the Bill for the Eastern
Extension of the Docklands Light Railway. We did so on the
basis of an assurance by the London Docklands Development
Corporation that in their view the project could go ahead wit

no expectation of Government contribution to LRT's capital

e

or running costs./ We shall want to see, before the Bill
proceeds to Second Reading, the specific arrangements which the

LDDC can make to secure that there would be no significant risk

that any of the costs would fall as a burden op LRT. GWN*&~M*9“}-

(V'S gV By Ny

b bty ol
ook S Ao vy wanch b mu&a} I:J;-m M%Jr

In regersrd—to thisL;—gzaaiﬁy—welcome your confirmation tha ou J
will work with the LDDC with the object of ensuring that adequate

funds are provided to enable the Eastern Extension to the

railway to be funded.

——

~ a3
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2 MARSHAM STREET
LONDON SWI1P 3EB

01-212 3434

My ref:

Your ref:

Christopher Benson Esg JP FRICS

Chairman

London Docklands Development Corporation

West India House

Millwall Dock

LONDON

E14 9TJ 2(, November 1986

EEUV_,CZMJ?4WDhJA,

Thank you for your letter of 20 November in which you supported
the case for the deposit of a Bill for the eastern extension of
the Docklands Railway. ' '

The Secretary of State for Transport has now informed LRT that he
is content for them to deposit the Bill. It is important for you
to know, however, that the Government has agreed to this on LDDC's
assurance that the project could go ahead with no expectation of a
Covernment contribution to the capital or running costs of the
Railway. I should make it clear that our agreement to depositing
the Bill does not commit the Government to support at Second
-Reading. We shall want to see, before the Bill proceeds to Second
Reading, the specific arrangements which LDDC can make to secure
that there would be no significant risk that any of the costs
~would fall as a burden on LRT; and we shall want to set this in
the context of a full financial and economic appraisal of the
railway project. I shall also want to examine the project in the
context of the overall strategy for Docklands, following my
earlier request to you to examine some alternative development
scenarios for the Royal Docks area in particular. The Government
cannot commit itself to an extension without being fully satisfied
that the costs of construction would be met without any additional
public expenditure in any year.

The Secretary of State for Transport has written in similar tewras
to the Chairman of LRT - and in his letter, a copy of which I
attach, he has also pointed to the need for an early resolution <t
the outstanding issues on the westward extension.

NICHOLAS RIDLEY

i b T bt A 5T e it s S e il i e e i
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01-212 3434

Dr K Bright

Chairman and Chief Executive
London Regional Transport

55 Broadway

LONDON Yy
SW1H OBD ~ ., November 1986
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- DOCKLANDS LIGHT RAILWAY - EASTERN EXTENSION

Thank you for your letter of 17 November about the Bill for the
proposed eastern extension of the Docklands Light Railway. You
explained that it is not possible for LRT to fund this.

The Government has been assured by the London Docklands
Development Corporation that in their view the project could go
ahead with no expectation of Government contribution to your
capital or running costs. We shall want to see, before the Bill
proceeds to Second Reading, the specific arrangements which the
LDDC can make to secure that there would be no significant risk
that any of the costs would fall as a burden on LRT; and we
shall want to see this set in the context of your full financial
and economic appraisal of the railway pro ject.

At the same time we look forward to an early resolution of the
outstanding issues on the westward extension and we shall want
to review the situation with vou if that is not achieved before
Second Reading.

On this basis I am content for you to deposit the Bill for the
eastern extension.

The Secretary of State for the Environment has written in
similar terms to the Chairman of the LDDC: I attach a copy of
that letter.

7
o ){J 1 RPN

pd
s
7 /
Fg

JOHN MOORE
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V.{YDDFA GYMREIG b a8\ WELSH OFFICE
GWYDYR HOUSE VEAT)E GWYDYR HOUSE

WHITEHALL LONDON SWIA 2ER WHITEHALL LONDON SWIA 2ER

Tel. 01-233 3009 (S\'Nltsfwrd.d) Tel. 01-233 3000 (Switchboard)
01-233 5106 (Llinell Union) 01-233 6106 (Direct Line)

Qddt wrth Ysgrifennydd Gwladal Cymru :
The Rt Hon Nicholas Edwards MP From The Secretary of State for Wales

A0 November 1986

CONFIDENTIAL

2 , Ll T NS

- | '
Thank you for your letter of 25 November. I am grateful for your agreement
to the announcement of the UDC.

I am glad too that you are not opposed in principle to my "imaginative
proposals for South Cardiff". However, I do not believe that it is
feasible to make an announcement "without commitment of any kind" to the
barrage or simply to "express support for the concept of-a barrage" only on
the basis of "full private financing of the project". I can hardly fail to
express support for a proposal I personally have carried forward publicly
and that has been the subject of detailed and prolonged consultation with a
very broad and expert cross—section of the property and financial world on
both sides of the Atlantic, as well as with local government in South
Wales. As a result of these consultations I have no doubt whatsoever that
the barrage proposal is fundamental to the successful development of South
Cardiff. Without a clear statement to this effect we will blow the whole
project out of the ground. I believe I have been able to create a major
opportunity and it would be tragic if we now have to throw it away. I am
very happy to leave open the method of financing, which has been one of the
principal subjects about which we have been consulting. Nobody could be
more eager than I to get the maximum private sector funding of the
essential infrastructure, of which the barrage is but one necessary
element. I am very happy to include in my speech some sentences about our
further exploration of the possibilities. However, one outcome of these
further explorations may be that Government funding of the barrage will be
the best way of achieving the lowest possible public sector funding of the
other infrastructure and the lowest total Government

/expenditure. It is ...

The Rt Hon John MacGregor OBE MP
Chief Secretary

HM Treasury

Parliament Street

London

SW1P 3AG
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expenditure. 1t is, however, only if we make the commitment to the concept
that it is possible to go forward to seek bids and proposals from potential
developers. Of course I am only too willing to consider drafting
amendments before E(A); I see no difficulty about inserting the necessary
qualifications with regard to legislation. What I fear is impossible is-to
proceed successfully without a clear statement that it is our firm aim to
see a barrage constructed. One of the first tasks of the new UDC will be
to carry out detailed financial and engineering appraisals with a view to
obtaining the maximum private funding for the infrastructure that will be
required in South Cardiff, including the barrage, taking full account of
Government experience elsewhere, eg in respect of the Dartford Crossing.

T am copying this letter to the Prime Minister, other members of E(A), John
Wakeham, Richard Luce and Sir Robert Armstrong.,

Approved by the Secretary of State
and signed in his absence
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008,/2985
’ CONFIDENTIAL

4

Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon Nicholas Edwards MP ‘

Secretary of State for Wales ﬁ§1QﬂCy1
Welsh Office

Gwydyr House

Whitehall

London
SW1A 2ER

QbNovember 1986

L /\/@4,

SOUTH CARDIFF URBAN RENEWAL

] ;f A y,
Thank you for your letter of November.

Let me make clear at the outset that I am not opposed in
principle to the establishment of the UDC or to your imaginative
proposals for South Cardiff. But as matters stand, we do not
have firm and tested assumptions about construction costs of the
barrage and possible overruns, and the assessment of the benefits
appears speculative. I understand you have not as yet employed
financial consultants to evaluate the risks of the project both

in terms of costs and of receipts which might in part finance
them.

I accept and welcome the fact that you do not rule out private
finance for the barrage. But given the 1lack of any agreement
on that and the absence of firm costings, it would be most unwise
to suggest either explicitly or implicitly that the Government
is committed to the construction of the barrage unless you are
prepared to insist that it is financed wholly from private sources.
Such a commitment would pre-empt any judgement of the financial
issues and would prejudice our negotiating position in seeking
to attract private finance. Even a statement of general backing
for the concept, unless couched in guarded terms, would risk
building up a political head of steam behind the project which
would be very difficult to reverse were the subsequent appraisal
to demonstrate that the proposal was going to be much more expensive
than presently thought or represented poor value for money.

I do, however, recognise the importance that you attach to
maintaining the momentum behind South Cardiff redevelopment
generally and your desire to announce significant progress in
your speech next week. Because of this I would be prepared to
agree to the announcement now of a UDC provided it was made clear
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CONFIDENTIAL

that its task in relation to the barrage would be to assess the
proposal further without commitment of any kind. This would
represent a significant advance on the present position and would
enable the private sector to come forward with detailed proposals
for evaluation. You could then still express support for the
concept of a barrage by making clear that the Government would

look favourably on proposals which included full private financing
of the project.

Perhaps, before the E(A) discussion, we might consider further
the terms in which an announcement along these 1lines might be
couched. The references to the barrage would need to be much
less prominent than in the draft speech attached to your letter
of 24 November. The legislative issues which Willie Whitelaw
raises in this letter to you of 24 November also need to be
considered before the discussion. Following your announcement
of the UDC, I would certainly be prepared to ask my officials
to work up urgently with yours and with an embryo UDC investment
appraisals of private development proposals with a view to taking
a decision on the barrage over the next few months.

I am copying this letter to the Prime Minister, other members
of E(A), John Wakeham, Richard Luce and Sir Robert Armstrong.

JOHN MacGREGOR
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PRIME MINISTER 24 November 1986

SOUTH CARDIFF URBAN RENEWAL

The proposal for a UDC in Cardiff was raised in July at your

meeting on 21st July when you said Wales should not receive

any more money and Mark Robinson stated that the money for

the UDC would be found from their own resources. We put in

a small brief to you on 7 November (Appendix 1l). Now:

1.

Nicholas Edwards wants to announce a UDC on 5

December. He does not directly commit the
Government to fund the Cardiff barrage but it is
unclear how it will be funded. Welsh Office

officials say the project would cost about £50m and

‘a substantial (but unquantified) part could be

privately funded.

John MacGregor complains that Wales has not

provided sufficient details and argued his case
adequately. Welsh Office are completely taken by
surprise by this. They describe his view as an
'exocet' and feel their research by Jones Lang
Wootten was enough.

John Biffen warns that conservationists may

complain. But the Green Lobby should on balance be

pleased by this proposal.

Nicholas Ridley and Paul Channon support the

proposal.

Richard Luce supports the proposal for another

Quango but asks if anything else could do the job
better. The contenders are the Welsh Development

Authority and the Local Authorities. In the case

of the former: the Cardiff Docks scheme is too big
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for it. In the case of the second all three local

authorities want a UDC.

Conclusion

This is an unusual application for a UDC. There is no
failure by a local authority. Instead South Glamorgan
Council, Cardiff City Council, and the Vale of Glamorgan
Council feel their powers are inadequate! The new
corporation would also bring together the Welsh Water
Authority and the British Ports Authority.

The strength of the case in principle was demonstrated to us
on a recent visit and appears in Nicholas Edwards' draft

statement. However the financial details needed by Treasury
must be forthcoming even if Wales keeps to its word to fund

the project from its own resources.

A

HARTLEY BOOTH
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PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL

I support the way Nicholas Edwards proposes to set about
solving the problems of urban renewal in South Cardiff. The
UDC approach is a means of introducing commercial realism
into inner city developments, which nonetheless have to rely
on some degree of public sector impetus. The project itself
has the essential element of wealth creation that has been
central to all our policies.

2 If we do press ahead with the project, it will require
careful public presentation to obtain maximum benefit.
Nicholas Edwards has made it clear that it should not be
confused with the much larger Severn Barrage. The two
projects should be clearly disassociated from each other in
any public announcement, so as to avoid revived speculation
about the Severn Barrage and detracting from the credit we

should gain from the Cardiff project.

3 In the past, announcements of major public investment
in Wales or Scotland have sometimes given rise to complaints
from the English Assisted Areas. Some reference should be
made therefore to Nicholas Ridley's recent UDC initiative in
England which might head off such criticism. Copies of this
minute go to Members of E(A), John Wakeham, Richard Luce and
Sir Robert Armstrong.

C%&aﬁ6(¢ﬁy

PAUL CHANNON
ﬂp 79§ November 1986
(Approved by the Secretary of State and signed in his absence)

DEPARTMENT OF TRADE AND INDUSTRY JF5BNR
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CONFIDENTIAL

Privy CounNciL OFFICE

WHITEHALL, LONDON SWIA 2AT

24 November 1986

NN .
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SOUTH CARDIFF URBAN RENEWAL~

,’(,.
"

L
I have now seenyour minute of 13 November to the Prime Minister

about South Cardiff urban-renewal. I have also seen John
Mackregor's minute of 17 November, John Biffen's minute of

1® November and the Prime Minister's comments as recorded in
David Norgrove's letter of 13“November.

I think it would be most helpful if in addition to the assessment
of financial implications proposed before a meeting is called

we also had a further assessment of the legislative implications.
Experience with both the Channel Tunnel and Dartford Crossing
projects has shown that the legislative timetable has to be
carefully thought through from the start. I would be grateful

if you would let members of QL have further details of how you
would intend to proceed as soon as possible.

I am sending a copy of this letter to the Prime Minister, the
members of E(A), the Chief Whip, the Minister of State, Privy
Council Office (Mr Luce) and Sir Robert Armstrong.

/(MM/LAV

The Rt Hon Nicholas Edwards MP

CONFIDENTIAL
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Y SWYDDFA GYMREIG TS WELSH OFFICE

GWYDYR HOUSE o GWYDYR HOUSE
WHITEHALL LONDON SWIA 2ER L WHITEHALL LONDON SW1A 2ER

Tel. 01-233 3000 (Switsfwrd.d) Tel. 01-233 3000 (Switchboard)
01-233 6106(Lllnel| Union) 06]3%3 (Direct Line)

Oddi wrth Ysgrifennydd Gwladol Cymru : From The Secretary of State for Wales

The Rt Hon Nicholas Edwards MP

L Oille

SOUTH CARDIFF URBAN RENEWAL Cd‘fhlf

A% November 1986

I was slightly surprised by the terms of your minute of a2’§;vember, since
when I received it our officials had already arranged detailed discussions.
The overall nature of the proposals, including the barrage, has been known
to you, other Ministerial colleagues, and officials for some time, of
course.

It seems clear from the talk you and I have had, however (and from the
exchanges between our officials) that within the Treasury there is a
substantial and very basic misunderstanding of precisely what I am
intending to announce on 5 December.

I am sorry if this has not been made clear in earlier papers. Let me say
now that I have absolutely no intention of announcing that the proposed
barrage will be financed from public sector funds. What I shall be saying
quite clearly is that I am convinced that the construction of a barrage is
the key to unlocking the enormous potential for the regeneration of the
South Cardiff waterfront. I shall be making it clear that the construction
of a barrage will require primary legislation, that there is much further
preparatory investigation to be undertake:ﬁzpd’indeed that construction

could not begin in a substantial way until Yate 1988. I am very seized of
the’ legislative timetable point made by J¢hn Biffen in his minute of

19 November and there is also the conservation aspect touched on by
Nicholas Ridley in his minute of the same:date.

I shall also be saying that I propose to set up an urban development
gg5EQEQEiQD_LQ_LaKﬁ_Ihe_thle regeneration proposal forward. One of the
Tst tasks I shall be giving the UDC will be to produce proposals for the
barrage project, based on negotiations with landowners, developers and
investors. The extensive consultations and discussions already undertaken
have provided clear evidence that there is genuine interest from the
private sector in putting together a financial package which would involve,

directly or indirectly, a substantial private sector contribution to the
barrage.

The Rt Hon John MacGregor, OBE MP
Chief Secretary to the Treasury
HM Treasury

Parliament Street

LONDON SW1P 3AG
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My announcement will therefore establish the concept of a barrage as part
of a wider regeneration objective. The point at which the barrage concept
is taken forward to project stage will be decided once the master plan for
the development has been established and the UDC has engaged in real
negotiation with private sector interests. At that point there will be
choices to be made and project options to be considered and these of course
will be subject to investment appraisal techniques and the special
arrangements for approval of over £25 million projects. But we shall never
reach that stage unless the commitment to the concept - as distinct from a
specific barrage project - is made first.

e
As regards the establishment of the UDC I am grateful to Richard Luce for
his letter of 17 November indicating that this proposal presents no
difficulties from the point of view of NDPB policy. I am also grateful to
Nicholas Ridley for his support.

I hope that you can now agree that the announcement should go ahead on
5 December in the terms of the attached draft already sent to your
officials, subject to agreement on the precise wording. If this still
causes you difficulty we shall have to resolve the matter in EA, as
suggested in the letter of 19 November from the Prime Minister's office.

I am copying this to the Prime Minister, members of EA, John Wakeham,

Richard Luce and Sir Robert Armstrong.

(approved by the Secretary of State
and signed in his absence)
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DRAFT ONLY

Work is also underway on the horribly named Peripheral

Distributor Road (can I suggest that from now on we call it
Cardiff Bay Drive?) which, when complete, will provide access
into South Cardiff from the Valleys and from routes both to
the east and the west. Only last week I was able to announce
my approval for a start in 1987/88 on the crucial Bute Town

piaierete 1 1%
Link section of this road which will provide a crossing of the

River Taff and tie in to.the proposed Central Link, work on
g____.._——-_" -

which should start within a few weeks. What we are attempting

to do in Cardiff is important not just for Cardiff but is of
crucial significance for the transformation of the whole of

South Wales.

I turn now to tell you about our plans for the capital city.
There is one thing that distinguishes it from what is being
attempted in some other parts of Britain. We are not
attempting to reverse a continuing pattern of decline, we are

o —

building on success already achieved and a notable

transformation of Cardiff over recent years. Everyone here

/.-.will be familiar
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will be familiar with what has happened and seen the shopping

area around the splendid St David's Hall become one of the
—

best shopping centres in the country. To its south the new

om—

Holiday Inn forms the centrepiece of major redevelopment north

— — =

of the railway which includes the skating rink and the
~——“—_-“\

library. That Holiday Inn development was made possible by
one of the most successful of all this Government's
initiatives in the field of urban renewal, the introduction of

the Urban Development Grant scheme in 1982. Since that time

grants of over 24 million in Wales have already triggered
investment of over 140 million in around 50 projects. To the
south of the railway another UDG grant made possible the
redevelopment now being undertaken by Tarmac around the Bute
East Dock which will do so much to re-establish the link
between the modern shopping centre of the City and the old
commercial heart around Mount Stuart Square in the docks. Our
plan now is to capitalise on what has already been achieved

and to launch a developmentraround Cardiff Bay which our

/...cOnsultants,
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consultants, Jones Lang Wootton, have said could be "of
international significance”.

o
Let me describe what is proposed. First the construction of a

barrage between Penarth and a spot close to the entrance to

the Queen Alexandra Dock. This barrage, which incidentally

has absolutely nothing to do with the scheme for constructing
a ﬁiggg_berrage across the Severn, would cover the tidal mud
flats that exist at present with a lake that would extend up

the Ely and Taff Rivers right into the City centre. An

important distinguishing feature of the waterfront on this
newly-created lake is that a large amount of it would be soft

edged, not hard dockside, as is the case in most other recent

city waterfront developments. The study undertaken by Jones

Lang Wootton identifies an area not far short of 3,000 acres

capable of development or refurbishment in South Cardiff with
perhaps [600] acres of that immediately developable in an area
close to the water's edge. During the consultation exercise

that we have carried out a great many experienced people have

/...expressed excitement
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expressed excitement about the kind of development that the
construction of this lake would be likely to stimulate. A
nunber of bold and creatlve ideas have alread been put %Ugijj

fj\;‘:\ “ (M’ ﬁ QL' = ( v ¥ P}; “\ I~ O B Il ' l* f' 'F LA
forwardi There are interesting rallels between Cardlff Bay, [/¢J -

which is what we propose to call it, and the inner harbour of V§;~1:;i

HA
Baltimore which is now one of the most attractive and e bf~“/C

— At
suecessful waterside developments anywhere in the world: the

area around which development could take place is comparable

in scale, and the Inner Harbour area is almost exactly the

same size as the Roath Basin at Cardiff. There are many

lessons to be learned from the American experience. Perhaps

the most important is the need to create a critical mass of

related developments which can support each other and draw in

sufficient numbers, both from the immediate area and from

outside, to sustain a project on the scale that we are

proposing.

In Baltimore the remarkable aquarium which attracts 1.2

million visitors a year, a Hyatt Regency Hotel and convention

/.-.Ceéntre with a
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centre with a festival, shopping and restaurant complex
developed by the Rouse company forms part of the essential
critical mass superbly sited around the water. In Cardiff the

new headquarters of the South Glamorgan County Council is

—

already under construction. The Roath Basin area would

—

provide a superb location for an aquarium, a hotel, and what I

shall call Rouse-type development. The Industrial and

e

Maritime Museum is already there and there are plans for its

extension. Close-by there are dry docks which could be

converted to make that Maritime Museum a major feature. At a

later stage, as I have indicated, it may be possible to build

a Centre For The Performing Arts.

=)

Elsewhere around the wide sweep of the Bay developments of a
different kind might be more suitable. Already at Penarth,
Crest-Nicholson are building their marina.

L e
Another lesson from America is the need to close the gap that

exists between the existing heart of the City and the

/

/...waterside area.
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waterside area. Already much is happening around Mount Stuart
Square. It is becoming, for example, a centre not just for

commerce but for television.

Tarmac's scheme and the South Glamorgan Headquarters have
begun the process of closing that gap, and new road links are
to be constructed. Further consideration is already being
given to transportation requirements, which could include a
light transit system. Other ideas are that part of the
Commonwealth Games' sports complex could be sited in the area
south of the central railway station and there could be a new
southern entrance to the station providing space for access

which is not available at present. Close attention is being

| given by the County Council to the design of the distributor

road so that it does not create a barrier and provides good

access to adequaté car parking.

The Welsh Office and Jones Lang Wootton have been carrying out

an immensely thorough consultation exercise with both the

/.-..public and private



http://www.nationalarchives.gov.uk/legal/copyright.htm

public and private sectors. I, and my advisers, have visited
a number of cities in the United States and sought advice both
there and in this country. Those consultations have been
extremely valuable. They have revealed not only that there is
great enthusiasm for the project; but also exposed the need
for firm and consistent control, a clear plan, careful zoning
and protection of the key sites, particularly a waterside
walk. Some will no doubt argue that there must be complete
freedom for landowners and developers to build what they want

with all the energy and speed that can be mustered. No-one, 1

think, can argue that I have not driven forward this project

with considerable energy and at a great pace; but I note the
strength of the advice, particularly from the United States,
about the need for effective control. Those responsible in
Baltimore believe that it has been a vital feature of their

Oown SuccesSe.

The consultation also has enabled us to proceed, stage by

stage, with the agreement and enthusiastic support of the

/...principal local
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principal local authorities. The City, the County and the
Vale have been informed step by step of our thinking and have
indicated their support for our proposals. That is very
important and is a situation quite different from that
experienced in the London Docks and in other places where
Government has had to impose an organisation on unwilling

local authorities.

Against that background I can now announce the Government's
decision, with the support of local government, to set up an
Urban Development Corporation under the powers of the local

Government Planning and Land Act 1980. The UDC will be known

as the Cardiff Bay Development Corporation. It will be a

small organisation with a highly qualified and dynamic team.
Jones Lang Wootton's report spoke of the need for "superb
leadership”. There will be no large bureaucracy; but it will
use facilities made available to it by the local authorities
on an agency basis; it will work with Government agencies such
as LAW and the WDA and it will enmploy outside consultants

where appropriate.

/-..We intend to
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We intend to work on the basis of the more restricted range of
planning powers provided for in the 1980 Act, that is to say
that the local authorities will retain their normal planning
function, but the Corporation will be able to submit plans to
me which when approved will not only provide the necessary
guidance for developers but will remove the need for separate
planning consents for proposals in those plans. The
Corporation will also be able to ensure that development which
might conflict with their overall objectives is not approved

by the local planning authority without reference to me. Only

if these powers prové ineffective would we consider taking the

wider planning powers provided for in the Act and which apply
in London Docks and Merseyside whereby the Corporation would
become the sole local planning authority. Because our local
authorities are in agreement with the Welsh Office on the
objectives for Cardiff Bay I do not believe that this will

ever be necessary.

The Corporation will have five Directors representing the

three local authorities and eight others, including the

/-.-Chairman, appointed
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Chairman, appointed by the Secretary of State. I hope to be
able to make an early announcement of the Chairman and some of

the first Board members. The Corporation will have the

limited, specific, but highly important, task of seeing that

the development potential of the area is realised. Once their
task is complete it will relinquish its responsibilities to
the local authorities who will continue to exercise all their
other normal functions in the area. I want to emphasise that
nobody is aiming to create a second and competing City but
rather to exploit the full potential of Cardiff's magnificent
situation by the sea for the benefit not just of the City but
the industrial valleys and the whole of Wales. I shall be
seeking to find as Directors people with the drive and vision
that is required, together with the financial and property
skills needed to make this a project the importance of which
is recognised far beyond Wales and which attracts proposals

and investment from Britain and overseas.

/+..Though it
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Though it must be right to seek this very wide backing, I am
equally confident that a very major and critical contribution
will be made by landowners and developers from within the
area. Associated British Ports are particularly well placed
to ensure that what is done unleashes the potential that has
been identified. Clearly the company has the greatest

possible interest in seeing that that happens.

The American experience indicates that the Corporation must be
prepared, when necessary, to use powers of compulsory purchase
to assemble land. In Baltimore this is taken for granted and
enables developments to take place that are larger and more

comprehensive than would otherwise be possible and in a way

that rewards both the public sector for its investment and the

landowners involved through participation in the enlarged
developments that this approach makes possible. There will be
the need for the closest co-operation between the Corporation,

the landowners and developers.

/-..To put the
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To put the Corporation in place will take time (it requires a
parliamentary Order) and our target start date is 1 April
1987; but to avoid delay in getting the process of
consultation underway I will be inviting local authorities,
prospective Board members and others involved, including
representatives of local business, to form an ad hoc committee
to prepare a mission statement and to set in motion the
preparation of the development strategy and zoning proposals,
so that much of the preparatory work can be completed by the

time that the Corporation takes up its formal duties.

b b v iy dinte A s
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I will also be asking local business men and women to form a x(bf
Cardiff Bay Business Committee to act as a forum for - TN 1&[!‘;’
consultation and for the involvement of the local business

community. We will also be holding exhibitions and

consultative meetings with those who live in the area.

The Corporation's responsibilities will cover a large part of

Cardiff to the south of the railway and a part of Penarth as

/..-shown on this
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shown on this plan. The proposed boundaries take account of

the comments and views of all three local authorities.

An Act of Parliament will be required before a barrage can be
constructed. I have taken careful note of the objections that
have been raised by those concerned with bird life on the mud
flats and have had a study carried out by the Institute of
Terrestrial Ecology. We are examining a number of ways in
which the loss of feeding grounds might be minimised; but I am
certain, on the basis of very w1despread consultatlon, that
AN i, baded O bl aii-d
the barrage is essential if this prgject is to proceed; and I
believe that the benefits that it will bring to Cardiff and to
the wider area of South Wales are so vast that t 15 r1 ht to |, |

WON = b bl A \4nf | W VIOV g/ VY
A

seek Parliamentary approval¢/1£~1t is obtalned 1 would expect A Iiﬁ
T CnprAR

work on the construction of the barrage to start around the TN it

middle of 1988 and take about three years to complete. A
(, . l q vl .’.\ v
é o

an N
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In the meantime,
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In the meantime, there is much to be done. I take immense
encouragement from the very positive and helpful advice that
we have received from so many experienced people. I am
encouraged, too, by the expressions of interest that have come
from the United States where they have much experience of
developments of this kind; but, above all, I take
encouragement that this project has brought together the
various local authorities and the political parties in a
manner that is likely to give great confidence to those who
wish to join in this bold and ambitious venture. Our advisers

tell us that "this is a rare opportunity to develop a superb

environmental setting which will have few, if any, competitors

in Great Britain". Surely nothing less should be the

objective for our capital city.
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary ot k f 21 November 1986

Following our telephone conversation
I now enclose a copy of the letter Mr. Godfrey
Bradman has sent the Prime Minister about
the Docklands Light Railway.

Could I please have a draft reply for

the Prime Minister to send to Mr. Bradman
by early next week.

(MARK ADDISON)

Jonathan Cunliffe, Esqg.,
Department of Transport.
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From: J B UNWIN

21 November 19
.;"*“‘,"ﬁlﬁv
)J, Y.~

cc Mr Norgroveﬁlyﬁo 10

MR WIGGINS

NG

SOUTH CARDIFF URBAN RENEWAL

The Welsh Secretay's letter to the Chief Secretary of 24 November
(received here onIZl November - the Post Office is improving)
renews his request for agreement to announce on 5 December the
establishment of a new UDC together with the concept of a barrage
(as opposed to the project itself) as part of a wider regeneration

objective.

27 I have had a word about this with Robin Butler at the
Treasury. I said that if it appeared necessary we would arrange
consideration at E(A) early in the week beginning Monday, 1
December. It seemed to me, however, that the Treasury and the
Welsh Office should try to reach bilateral agreement first. It
might, for exmaple, be possible to reach agreement on the UDC, but
to be much less committal on the barrage at this stage. Although
the UDC had not been approved, there was in a sense a collective
Ministerial presumption in favour of it as a result of the earlier
discussions if the actual case was accepted by the Treasury as a

sensible one.

3, Robin Butler agreed that this was the right way to proceed
and will initiate immediate discussions with the Welsh Office and
keep us in touch. We shall need to decide by next Wednesday or
Thursday at the latest whether discussion in E(A) is necessary.

J B UNWIN



http://www.nationalarchives.gov.uk/legal/copyright.htm

(A NZr (5/ ¢ [



http://www.nationalarchives.gov.uk/legal/copyright.htm

ROSEHAUGH STANHOPE DEVELOPMENTS PLC

53-55 Queen Anne Street London wiM oL]
Telephone 01-486 7100 Telex 28167
Fax (Group 3) 01-935 0277

GB:CLH 21st November, 1986

The Prime Minister,
The Rt. Hon. Mrs. Margaret Thatcher, FRS, MP,
10 Downing Street,

London SW1
Y LY ]

r

LONDON DOCKLANDS

My colleagues and I were very concerned to learn that the
Bill for the Docklands Light Railway Eastern Extension (The
London Docklands Railway (Beckton) Bill) may not, as was intended,
be deposited on Thursday of next week. This would be the second
occasion that the deposit of such Bill had been postponed.

f

gm—

Rosehaugh Stanhope Developments, together with its
associated and subsidiary companies, is currently engaged in
more property development in the City and Central London than
any other organisation and we are also involved in major property
development schemes in London Docklands which will be equal to,
if not larger in size than, our Central London developments.

Our proposals for the East India and Royal Docks include
the provision of much housing for local people, offices, premises
for high technology users, a marine centre and a major shopping
centre. Other developers also have significant proposals for a
large sports stadium and a trade centre in addition to a large
amount of housing. These comprehensive redevelopment proposals
will, we believe, introduce life and activity to an area of
London currently in decline and encourage the regeneration of
East London. These important social objectives cannot be achieved
by the redevelopment of Canary Wharf and the Isle of Dogs alone.
All this is, however dependent upon maintaining the confidence
of consumers which has been built up over the last few years.

We are firmly of the view that great importance has been
placed by potential consumers on the provision of an adequate
public transportation system. In this connection, we are
currently finalising negotiations with Reuters Holdings plc to
provide them with more than one million sq. ft. net of office
accommodation at our site at Blackwall Yard which adjoins the

continued...

Directors: S Adam, D M Blackburn, G M Bradman, A S Browne, D J Dickinson, R A Green,
R C Howson, P J C Kershaw, S A Lipton, P W Rogers, ] G West

Registered Office 53-55 Queen Anne Street London wiM oL] Registered in England number 1769078
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The Prime Minister,
The Rt. Hon Mrs. Margaret Thatcher, FRS, MP 21st November, 1986

Brunswick Wharf Power Station, which we have contracted to
acquire. From our discussions it is clear that there is a strong
likelihood that Reuters and many of the other potential occupiers
of all the developments in the area would have their confidence
in the area destroyed if the Government delays the deposit of

the Bill for the Eastern Extension of the DLR.

I enclose a briefing document dealing with some of these
matters, and you will see that private sector finance of some £3
billion is at stake in the East’ India and Royal Docks alone, the
development of which should provide in excess of 50,000 permanent
jobs, in addition to up to 10,000 short-term jobs for construction
workers. Also enclosed is a map of the Docklands area.

The Eastern Extension of the DLR is anticipated to cost
in the region of £120 million; this should provide very considerable
enhancement of land values in the area and from the information
in our possession, such enhancement of land values should be
equal to twice the cost of providing that Eastern Extension.

I have discussed this matter with Mr. David Hardy, Chairman
of the London Docklands LighE”Railggy, and Mr. John Mills, Deputy
Chairman of the LDDC, and I am pleased to confirm that we would

be very happy to work with both organisations with the object of
ensuring that adequate funds are provided to enable the Eastern
Extension to the Railway to be funded.

I do hope it will be possible for you to authorise the
deposit of the Bill no later than Thursday of next week (27th
November) .

In view of the enormous importance of this matter to the
success of the entire Docklands redevelopment proposals, and
indeed the regeneration of the whole of the East London area, I
would be very grateful if it would be possible for you to spare
a few minutes prior to Thursday of next week so that I may
discuss the matter with you and clarify any points which are in
doubt.

Yours sincerely,

Godfrey Bradman
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EASTERN EXTENSION OF DOCKLANDS LIGHT RAILWAY

Background

The Bill for the eastern extension of DLR was withdrawn at
a late stage in 1985, to make room for the western exté&nsion to the
Bank, required for Canary Wharf.

Developers postponed their activity in East India Docks and
Royal Docks to a programme anticipating that the eastern extension
of the DLR would be included in the 1986 Railway Bill. Prospective
tenants who were looking at the eastern Docks have held back.

Certain prospective tenants, Reuters for example, with a requirement
for 1 million sq. ft., are now looking at East India Docks for occupation
in 1988 in the expectation that the eastern extension would be progressed
through Parliament in the 1986 session.

Current

The whole development of the eastern Docks, involving .private
sector finance of around £750 million in East India Docks and around
£2,250 million in Royal Docks is totally dependent upon a balanced
transport system as between car and public transport. The modal
travel split may be as high as 807 public transport to 20% car. Few
developers are forecasting that it will be less than 60Z public transport
to 407 car.

If the eastern extension of the DLR was postponed once again
and developers were to perceive that it was being sacrificed in the
longer term, rather than being postponed for a second consecutive
year, the level of investment in both East India Docks and Royal
Docks that could be supported by road transport, without any improvement
of public transport, would be substantially reduced in scale. The
Al3 road is at capacity and new roads can only cop@ with the planned
increase of traffic if supported by effective public transport.

15,000 permanent jobs are forecast for East India Docks and
35,000 for the Royal Docks. The modal split of travel indicates
that between 507 and 757% of these will need to travel by rail and
10Z by bus. The long term loss of the rail link would prejudice
at least 70-807 of these potential jobs.

In addition to the permanent jobs, there will be up to 10,000
short term jobs created for construction workers.

Developers are plannirig to start training local school leavers and
retraining local adults for these new jobs from summer 1987 to be
ready to meet the demands of employers in 1988 and 1989.

Conclusion

If the eastern extension of the DLR is postponed for a second
consecutive year, there is a near certainty that all the above major
projects would be severely prejudiced and some of them will probably

be abandoned altogether.

19th November, 1986
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PRIME MINISTER 21 November 1986

Docklands Light Railway - Eastward Extension
E(A) Monday 24 November

Nicholas Ridley provides three options (a) allow the
Bill to be laid on the 27th November, (b) delay the Bill for

S

one year, (c) have more talks with London Transport (LRT) and
London Docks (LDDC).

Against immediate action - options (b) or (c) - we are

being "railroaded" into action, the figures are a little

speculative and certainly the private sector collaborator in

the Western Extension (Travelstead) has proved difficult.

—

In favour of immediate action - option (a) - This option

will boost the momentum of the docklands development and

confidence for investors in the Eastern (Royal) docks. Also

————— 2

(and not mentioned in the Ridley papers) Docklands has a

successful 'track' record which it can rightly pray in aid.

. Moreover, unlike the problem experienced with the Western
Extension, the money for the Eastern Extension will not in

the judgement of LDDC require any further public money.

Conclusion

The trade-off is between the promotion of a ccause in
which this Government can take pride, and protection of the

taxpayer from the wiles of developers like Travelstead. We

——— e g - = ~ .
would back the LDDC and the vision of a rejuvenated Docklands
(option (a)) buf insist that the Eastern Extension of the

Light Railway does not proceed until watertight financing

arrangements have been secured.

e e S M

HARTLEY BOOTH JOHN WYBREW

RESTRICTED
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PRIME MINISTER

DOCKLANDS LIGHT RAILWAY: EASTERN EXTENSION

1. We are to have a further discussion in E(A) on Monday
on the basis of a note by Nicholas Ridley. 1In that he draws

out our two major concerns which stand in the way of my
L&

giving consent for the Bill to be deposited: DN e T

5 i B e

i. the heightened exposure of the Government to pressures

—

for a substantial increase in public expenditure -
up to £125m (present prices) - for the Eastern Extension,
and even 1if a source of privaték‘funding were found.—
the acceptance of risk by the Government to meet any

shortfalls;

e the risk of a direct and adverse impact on the

satisfactory conclusion of negotiations with—the—€anary

Wharf Consortium on the funding of the City Extension
which the letter of comfort from the Consortium, promoted
by the LDDC, does not entirely allay.

S ———
T ———

2, I need to draw to your attention two further factors

L .
which Dbear on the assessment of these risks. First, the

provisional agreement with the Consortium reached last year

was based on a contribution to tWe City Extension equivalent

to £45m in Net Present Value terms. On the estimates then

available this was sufficient €6 Secure the required 5 per
cent real rate of return on the public sector's EEE;Ef“Bf
the cost. But this was predicated on the patronage and revenues
which would be generated if the Canary Wharf Development
proceeded to the planned levels. For that reason enforceable

SN—

guarantees from thé Comsextium that their development will

CONFIDENTIAL
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proceed to the required scale and timetable are being sought.
: P el T : .
This is being strongly resisted by the Consortium in the current

negotiations and is not a matter on which their letter gives

—

comfort.
-.————"'—‘—”—' -

5 The second factor arises from cost escalation on the City

Extension. The latest estimates produced by LRT in the lIgEE—of
’EEEHE;;—'they have recently received indicate an increase of

nearly &£20m since March. We will need to give separate-

e — ey . o . . . ]
consideration to this as it is not provided for within LRT's

existing External Financing Limit. The railway is now unlikely

to generate the required rate of return on a purely financial

basis, though it should still meet our investment criteria—in

cost-benefit terms. There is little prospect of successfully
negotiating an increased contribution from the Consortium to
cover this financing gap. And it exemplifies the sort of public
expenditure risk we face if we now agree to the Bill for the

Eastern Extension.

4. In these circumstances it is all the more important that

the Consortium deliver their financial contribution in full, as

i

well as the enforceable development guarantees which are being

sought. We remain exposed on the latter and possibly on the

former too, notwithstanding the letter of comfort which

signifIEantly is expressed in cash terms rather than NPV terms

e
(the calculation of which is currently a point of contention).

S, In all the circumstances I feel bound to conclude

consent to the deposit of the Bill should not be given
— .

especially as we have the possibility of using the late

procedure.

6. I am copying this minute to Nicholas Ridley, to other
members of E(A), and to Sir Robert Armstrong.

£ .A. Aa

besr 3. (apprmen S

fbt_Sank~10f
Skt é,,7;¢h4/0d7*'5i7~*1

21 November 1986 [ _ Loy M}

CONFIDENTIAL
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PRIME MINISTER

DOCKLANDS LIGHT RAILWAY

Godfrey Bradman rang this afternoon seeking an urgent meeting

with you early next week to discuss the Docklands Light

——

Railway. I told him that this would not be possible because
your diary was so heavily congested.

I suggested as an alternative he might like to put his points

in writing, and he has now done so. His letter and enclosures

———————

are attached. You will see he also reiterates his request for

.————-"'-—""
a meeting; he subsequently told me that he would be very happy
to have a word about this over the weekend. I am sure,

however, you should not accede to either of these requests,

and I have made it quite clear that the most he can expect is
that you will take note of the points made in his letter.

W —— P

(I arranged for a Minister at the Department of Transport to

see him, but he tells me that Basil Feldman has already spoken
PR

to John Moore about this, and he does not see any point in

i ————————————————————

seeking a further meeting at the Department. Basil and

Mr. Bradman are acting closely together on this.)

I have sent a copy of his letter to the Department, and they
will be providing an early draft reply.

@%P (MARK ADDISON)
21 November 1986
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PRIME MINISTER

Docklands Light Railway - Eastern Extension

DECISION

1. You will recall that the Environment Secretary raised this at

the start of E(LF) yesterday. As paragraph 4 of his paper makes

. . . '-—_._—.- . b, SN e . . .
clear, Ministers in both DOE and DTp in fact received submissions

on this last week, and I understand that there is a long history
of discussions between the London Dockland Development Corpor-
ation (LDDC), London Regional Transport (LRT), and DOE, DTp and

Treasury officials, in which Ministers have also been involved at

various stages. It is therefore all the more curious that this

I

should have been sprung on a Ministerial Committee without

Warning. But the paper indicates that there are issues for the
'._'—-l—--

Government which merit collective discussion, and I therefore

recommend that the meeting of E(A) provisionally arranged for

Monday afternoon should go ahead.

 —

2. The issue for decision is whether the Secretary of State for

Transport should give consent for LRT to lay a Bill by 27

'--—--_-‘-' | ——
November authorising the construction of the eastern extension of

the docklands light railway.

BACKGROUND

3. LDDC have for some time been considering the eastward

extension. The estimated cost is £125 million at 1986 prices,

which LDDC are advised it should be possible to fund in full from
the resulting increase in land values in the area owned by them
which would be affected (estimated at £208 million). They see

this project as indispensable to developing the Royal Dock, and

it would also service the STOL port. It is for LRT to promote

the necessary legislation. The Government's policy for both this

1
CONFIDENTIAL
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extension and for that to Canary Wharf is that the capital cost

(above what can be serviced from fare revenues) should be met by

the private sector developers, or from the realisation of the

P

increase in the value of LDDC's land. LRT first sought the

Secretary of State for Transport's consent last year, but it was
then refused because the economic case had not been made.
= e

THE ISSUE

4. The specific issue now is whether the Bill should be

introduced in this session. There is no operational reason why

it cannot be delayed until next year. 1In brief, the main

arguments for and against delay are as follows:-

(a) Arguments for delay:

(i) There has not yet been time thoroughly to assess the
economic assessment by LDDC and the assurances from the
developers. So there could be a financial risk in

proceeding;

(ii) Although introducing the Bill does not actually
commit the LRT to build the extension, and Government

consent could subseqaghtly be withheld, in practice it
would be difficult for the Government to pull out once it

—

had blessed the Bill;

(iii) This would also weaken the Government's negotiat-
ing position with the pr;EEé sector developers and
possibly make it more difficult also to call in the
undertakings already made by the developers of Canary
harf in support of the City extension, the Bill for

which is currently before Parliament.

2
CONFIDENTIAL
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(b) Arguments for giving consent now:

(i) Delay might be regarded as a lack of Government

commitment to the redevelopment, with the possible loss
7 i ey

of attractive development possibilities and of private

sector backing;

(ii) It would not be possible to secure Royal Assent in
the current Parliament, so creating a greater degree of

uncertainty about the timing of the pro9ject, and indeed
whéther it would proceed at all.

So far the Transport Secretary has favoured the case at (a) (I
understand that he may minute to you to confirm this befgizhthe
meeting on Monday); and the Environment é;cretary that at (b).
Ui —nd
5. The issue in essence is therefore whether the symbolic
importance of legislating quickly and reasserting the Govern-
ment's commitment outweighs the risk that the Government might
find themselves increasingly committed to a project which

ultimately proves not to be economically viable.

Compromise Course?

6. The Environment Secretary floats the potentially attractive
O

middle course of introducing the Bill late in the current
r-——-—-—-—-—-——-___-_—-—q\‘ .

session. It would then be in breach of St;hding Orders, and it
would be necessary for the Standing Orders Committee to decide
whether the usual requirements might be wgveq. It die difficult
to predict their reaction. The Dartford Tummel Bill will already
be late, following the Channel Tunnel Bill last year. If it
appeared that a third controversial Bill had been introduced late
because of Government delay, and in particular one raising
contentious planning issues where no public enquiry had been
held, there might well be political difficulties. The fact that
there is no absolute need for the Bill to be introduced before
next Novembé;_IEEEIBU~a—£actor. If the Committee were to prove

3
CONFIDENTIAL
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difficult, in practice nothing would be gained by introducing it

late compared until waiting until next year.

S—

HANDLING

7. You will wish to ask the Environment Secretary to introduce

the discussion. The Secretary of State for Transport and the

Chief Secretary will wish to respond. The Chief Whip will have

views on the Parliamentary handling. Other Ministers will wish

to contribute.

Cabinet Office
21 November 1986

4
CONFIDENTIAL
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PRIME MINISTER

Mr Edwards feels passionately about his proposals.
The Treasury feel equally strongly that this is
an ill thought out scheme. It may be possible‘

to agree an Urban Development Corporation so

that he has‘something to announce, leaving the

T

bérrage till later. But they can fight it out

DRN
21 November 1986
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PRIME MINISTER

DOCKLANDS LIGHT RAILWAY

A small point.

If the Government decides to let the Bill
for the Eastward extension go ahead despite

all the very great planning and public

expenditure uncertainties, Mr. Edwards

will feel even more strongly that he should
be allowed to announce the Cardiff Barrage

on 5 December.

D

DN

21 November, 1986.

JD74



http://www.nationalarchives.gov.uk/legal/copyright.htm

CONFIDENTIAL

o
®

PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL (\(@,{f/\f\

I have seen a copy of Nicholas Edwards' minute of 13 November to

you about setting out his proposals for a new Urban Development

Corporation in South Cardiff.

I very much support Nicholas's initiative here, which will broaden
and strengthen our policy of bringing UDCs in to deal in depressed
and derelict areas of our old industrial cities. These areas have
suffered from years of neglect compounded by the inability and
unwillingness of local authorities to put aside bureaucratic
red-tape and political bloody-mindedness. So I hope that his plans
can proceed, although I cannot of course make any comment on the
financial issues which John MacGregor has raised in his minute of
17 November 1986.

On the associated issue of the way in which the EC Birds Directive
relates to the proposed barrage across the Cardiff harbour mouth I
am currently holding separate discussions with Nicholas and I hope
that this is a matter on which we can find a satisfactory
solution.

I am copying this to members of E(A), John Wakeham, Richard Luce
and Sir Robert Armstrong.

November 1986
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CONFIDENTIA&

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 19 November 1986

Dear (gL

SOUTH CARDIFF URBAN RENEWAL

/

The Prime Minister has seen your Secretary of State's
minute of 13 November about South Cardiff urban renewal,
and the Chief Secretary's minute of 17 November. The Lord
Privy Seal has minuted subsequently about the legislative
implications.

The Prime Minister believes a meeting is likely to be
needed to discuss your Secretary of State's proposals. However
before such a meeting can be held further discussion between
the Welsh Office and the Treasury will clearly be needed
on the points raised by the Chief Secretary.

I am copying this letter to the Private Secretaries
to members of E(A), Murdo Maclean (Chief Whip's Office),
Michael Stark (Office of the Minister for the Arts) and Trevor
Woolley (Cabinet Office).

=N
Vo

(David Norgrove)

Colin Williams, Esqg.,
Welsh Office.

CONFIDENTIAL
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PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL

-

I have seen Nick Edwards' minute of 13 Noy€mber to you about the creation
of an Urban Development Corporation for Cardiff Docks and the building

of a barrage across the harbour mouth.

I note that construction of the barrage would require either a hybrid
Bill or a Private Bill which would be promoted by South Glamorgan County
Council, and that work on the barrage is envisaged as beginning in the
middle of 1988. As you will know, there is no provision in this Session's
programme for the necessary legislation, and I assume therefore that it
would be for next Session. On this basis I believe that meeting the pro-
posed timescale is by no means certain, even though as a hybrid Bill the
legislation could, if necessary, be carried over into the next Parliament.
Construction of-a barrage will arouse considerable opposition from conser-
vationists and we might expect a substantial Select Committee stage of
the legislation in both Houses. I therefore take the view that the announce-
ment which Nick hopes to make on 5 December should contain no firm refer-
ence to the likely timing of the project, and that the legislative impli-

cations should be discussed further.

I am copying this minute to Nick Edwards, other members of E(A), Willie

Whitelaw, John Wakeham, Richard Luce and Sir Robert Armstrong.

W 768

WJB

(9 November 1986
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PRIME MINISTER

SOUTH CARDIFF URBAN RENEWAL

You should be aware that Mr. Edwards has minuted you proposing

to announce on 5 December the creation of an urban development

[ —

corporation for Cardiff Docks and the buildiﬂé of a barrage
W W |
across the harbour mouth.

PR ——

e

Mr. Edwards has not consulted colleagues or particularly the

Treasury before putiing his proposal to you, and the Chief

Secretary has, quite rightly, objected.

——

e 4

The Welsh Office are now considering whether to push their

proposal or to allow proper discussion. If Mr. Edwards does

decide to push the proposal, I think you will need to be firm
with him: he has not yet made the case for what is a major

proposal.

Q’l - y&'lw“‘*”(

EMZBf vufiuxtlﬂlL_Ov41)
’Io M_Mf/l/

ci;buﬂﬂ ol

DN

18 November, 1986.
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MANAGEMENT AND PERSONNEL OFFICE

From the Minister of State Great Street
Privy Council Office London SWIP 3AL
The Rt. Hon. Ric Luce MP Telephone 01-233 8610

The Rt Hon Nicholas Edﬁgrds MP

Secretary of State for Wales

Welsh Office '

Gwydyr House ‘\f &0 q ?
Whitehall

London SW1A 2ER

17 November 1986

A i Q? ( t‘ UQ fs

SOUTH CARDIFF URBAN RENEWAL

Your minute of 13 quehbe? to the Prime Minister proposes the
setting up of a new Urban Development Corporation which
would, of course, be a NDPB. I am writing to say that the
proposal poses no difficulty from the point of view of NDPB
policy.

As you know, before setting up a new NDPB Ministers should be
satisfied that its tasks are essential and that their
expected benefits justify the costs; that the tasks must be
carried out in the public sector; and that no existing
organisation could carry them out.

You have considered possible existing organisations and
concluded that none of them would be appropriate. You have
also satisfied yourself that the corporation will have the
full support and co-operation of local authority and private
sector partners and have indicated that the corporation would
be wound up as soon as practicable. The final, and most
important, question - whether the proposed tasks are

essential and whether their benefits justify the costs - must
be a matter for your judgement. On this basis I am content
with your proposal. 3

I am copying this to the Prime Minister, members of EA, John
Wakeham and Sir Robert Armstrong.

L

i
(4 o

RICHARD LUCE
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e CONFIDENTIAL C;/G o
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1

CHIEF SECRETARY
|\ ] November 1986

PRIME MINISTER

.
oA
SOUTH CARDIFF URBAN RENEWAL J\’v

P
I see from Nick Edwards' minute of 13/November to you that he
is proposing to announce the creation of an Urban Development
Corporation for Cardiff Docks and the building of a barrage across

the harbour mouth on 5 December.

2 Although I am aware from the earlier E(A) discussions that
he has been considering a UDC in Cardiff, the present paper is
significantly different from his earlier proposals. Despite this,
my department was not consulted about it in advance in contravention
of our agreed procedures. The proposal should of course also
be subject to the normal rules on policy evaluation, and incidently,
in the case of the barrage, to rules for Ministerial approval
of major capital projects which you agreed earlier this year.
Nick's paper gives only a partial indication of the total public
expenditure costs and does not quantify at all how much he expects
the private sector investment to be. It does not give any estimates
of the wvalue of the possible benefits, nor the criteria for

measuring success.

3 I appreciate his enthusiasm and his desire to press ahead
as quickly as possible, but I do not think his proposal should
be approved until we have a much clearer idea of what the costs
and benefits will be. I hope you will agree that no announcement
should be made until Nick has provided this information and we
have had an opportunity to assess it. My officials have only
just received the preliminary feasibility studies of the barrage
and the redevelopment of the docks area. At first sight these

do not appear adequately to answer the questions raised above
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CONFIDENTIAL

and I suggest that the first step should be for Welsh Office

officials to discuss with mine how the further necessary information
should be provided.

4 I am copying this minute to Nick Edwards, other members of
E(A), John Wakeham, Richard Luce and Sir Robert Armstrong.

JOHN MacGREGOR
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Oddi wrth Ysgrifennydd Gwladol Cymru

From The Secretary of State for Wales

/ Af November 1986

P

SOUTH CARDIFF URBAN RENEWAL \7[”

Yesterday, I circulated a giﬁﬁie from my Secretary of
State to the Prime Minister attaching a note setting
out the background to the proposals on South Cardiff
Urban Renewal. Paragraph 4 of the attached note may
have been incomplete on some of the copies and the last
sentence of that paragraph should end "..... people of
the highest calibre." I apologise for any
inconvenience caused.

I am copying this letter to members of EA,
John Wakeham, Richard Luce and Sir Robert Armstrong.

Nigel Wicks Esg
PPS/Prime Minister
10 Downing Street
London

SWl
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Prime Minister

SOUTH CARDIFF URBAN RENEWAL

atflap
In a minute to you on July I informed you of studies that I had commissioned
into the feasibility of constructing a barrage across the Cardiff harbour mouth
and the associated private sector development in South Cardiff that might be
brought forward as a result. Mark Robinson also referred to these proposals at
EA on 22 September.

These studies have now been completed and the results are very encouraging: I
would, therefore, like to move forward quickly to capitalise on the significant
interest being shown by the private sector in the opportunities which are
emerging. In the attached note I set out the background to the proposals
including the reasons why I have concluded that the construction of a barrage is
the key to unlocking the enormous potential that exists and why I would like to
seek the necessary powers to set up an Urban Development Corporation to bring
this development forward.

Despite the pressure that will be put on the remainder of my spending
programmes, I would be prepared to find the public expenditure element of the
total cost of the barrage and UDC from within my block. I shall, nevertheless,
be seeking to ensure that a significant proportion of the infrastructure costs
will be met by the private sector thus reducing the public sector input and this
will be a prime objective.

As I mentioned in my earlier minute there is an opportunity here for a unique
and exciting project which has broad political credit for the Government. I
should be grateful to receive colleagues' agreement to announcing that I have
accepted that a barrage should be built and that a UDC is the appropriate
mechanism to bring this exciting development to fruition - and thereafter to
proceeding with the establishment of the UDC and with preparation of the
necessary legislation. I would propose to make this announcement on 5 December
in a speech which I shall be making at a seminar in Cardiff arranged by the
Welsh Development Agency.

I am copying this to members of EA, John Wakeham, Richard Luce and
Sir Robert Armstrong.

W

13 November 1986
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SOUTH CARDIFF URBAN RENEWAL
The background and the problem

1. South Cardiff is a dockland area badly affected by the decline of the coal
trade. It combines terraced housing with run down commercial properties, some
of high architectural quality. Operating docks facilities are now all
concentrated into a small area and there is a very substantial amount of land
ripe for redevelopment around the estuaries of the Taff and Ely Rivers. Those
estuaries themselves are at present unattractive mud flats other than at high
tide. The area offers enormous potential for maritime-related development
which could transform its present neglected and deprived character. A start
has been made by Tarmac, which, with Urban Development Grant (UDG) support, is
undertaking a £42m housing, commercial and leisure project. South Glamorgan
County Council are building their new headquarters nearby and a new road is
helping to open up the area. In my opinion however the key to capturing its
full potential lies in a barrage across the harbour mouth, enclosing the two
river estuaries. This would create a very large area of fresh water and
stimulate housing, commercial and leisure developments on a scale of national,
if not international, significance. Consultancy reports commissioned by my
Department have brought a very encouraging response from developers and

financial institutions.

2. The envisaged barrage (not to be confused with a Severn tidal barrage
which is an entirely separate concept) could cost up to £50m. Significant
direct financial return to the constructing body is unlikely. Property values
around the estuary can however confidently be expected to appreciate very
substantially (an assessment by Jones Lang Wootton (JLW) points to a figure
approaching £200 million for identified developable sites alone and in the
longer term there would undoubtedly be substantial additional investment in
areas not immediately available for development). There would also bé very
considerable employment and income benefits. The studies undertaken by JLW,
and intense discussions I have had in recent months with a variety of bodies,
lead me to think that, given confidence in the planning and land assembly
machinery, the private sector would participate in this major project on a
financial basis broadly comparable with the present UDG or prospective Urban
Regeneration Grant arrangements. (The Annex to this note gives an indication

of the range and intensity of the consultations and discussions which have

informed my consideration of this project.)
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Possible use of Urban Development éorporation powers

3. The studies and discussions have also produced a remarkable degree of
unanimity that a single purpose organisation would be needed to carry forward
and realise these exciting development opportunities. South Glamorgan County
and Cardiff City Councils are committed to the redevelopment of South Cardiff
but it is unlikely that these authorities could themselves - even with UDG
support - carry through so large a redevelopment project and the private
sector also seems to lack confidence in their ability to do so. The Welsh
Development Agency (WDA) could play an important part in land reclamation as
could the Land Authority for Wales (LAW) in assembling and making available
land for private sector development. Even in collaboration, however, these
bodies could not provider an adequate catalyst nor provide the single-
purpose vehicle which wouid command the confideunce of the major institutions
and property developers whose backing would be essential. In any case, they
each have an important and demanding all-Wales role and it would not be
sensible to focus their energies sharply on a single project of this

magnitude.

4, It is against that background, and drawing on my wide consultation &bout
experience elsewhere, that I have reached the view that a barrage related
redevelopment scheme will best be‘téken forward by means of a UDC to be called
Cardiff Bay Development Corporation. This could be done within the powers of
the Local Government Planning and Land Act 1980. The County Council accept a
UDC as the arrangement best calculated to expedite this desirable project.
They will almost certainly agree to collaborate with a Corporation even to the
point of seconding support staff. Similar collaboration would, I believe, be
forthcoming from the City Council and from existing statutory agencies, with
substantial commonality of membership and of staffing. The corporation would
operate with the agreement of and in full consultation with local authority
and private sector partners and its executive arm would be a small dynamic
unit, not an additional tier of bureaucracy. Its tasks would be to identify
possibilities and work up a development framework within which a largely
private sector led development could take place. It could be wound up when
such a framework has been established and the financing and construction of a
development is well advanced. I would envisage that the additional public
sector staff requirement would be very small, probably no more than about
twenty, including the Chief Executive, but they would have to be highly
motivated, with remuneration levels sufficient to attract people of the

highest calibre.
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Objectives

5. Whilst this project would undoubtedly bring-about the rejuvenation of a
run-down urban area, its primary purpose is to exploit an outstanding
potential for maritime related development. Measures of achievement would be
private sector investment; floor space of housing, commercial, leisure and
other premises; marina traffic; the appreciation of land values; and

employment and income gains.
Financial Implications

6. The direct running costs of the Corporation are likely to be of the order
of £1m per annum. Initially the main expenditure would be on land
acquisition. Work on construction of the barrage would start around the
middle of 1988 and take about three years to complete. I shall expect the
Corporation to secure as much private sector funding of capital developments
as possible but my belief in this enterprise is so strong that I shall find
resources from within my public expenditure block to cover the costs the
Corporation'has to bear, though this will be at the price of deferring other
pressing demands. In addition there will be land reclamation work and private
sector development activity aided by Urban Development Grant or Urban
Regeneration Grant which will be treated as priority claims on the provision I

make for those programmes generally.

Barrage Legislation

7. The barrage itself will require legislative powers and it will be
necessary for me to bring a hybrid Bill before Parliament or accept a proposal
from the South Glamorgan County Council that they should seek powers through
the Private Bill machinery. There is likely to be some opposition to these

proposals from the conservation lobby because the area in question is a Site

of Special Scientific Interest and is part of the Severn Estuary which is a
candidate for designation as a 'wetland of international importance' under the
Ramsar Convention and as a Special Protection Area (SPA) under the EC Birds
Directive. A Study undertaken by the Institute of Terrestrial Ecology on my
behalf suggests that a full height barrage (as proposed) is likely to result
in the loss of most of the existing feeding areas in the mouth of the Taff and
that it is unlikely that the wading birds displaced could be fully absorbed

elsewhere. However, the report suggests that it could be possible to create
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alternative feeding grounds through the eradication of Spartina grass in other

estuaries and further studies will therefore be commissioned into this
possibility. We are also looking at the feasibility of engineering new mud
flats close to the Taff Estuary. The results of these studies will give us a
better indication of the extent to which the effect on migratory birds can be
minimised and compensatory measures offered to objectors. I believe that the
benefits that this project will bring to Cardiff, and to the wider area of South
Wales, are so vast that we should not be deflected from it by reason of
objections from conservationists. I feel it right, however, to mention to my
colleagues the possible relevance of the 1979 EEC Birds Directive. It is not
certain that the Severn Estuary will be designated an SPA, still less that the
impact of the barrage on feeding grounds in the small constituent Taff Estuary
would be significant. A challenge from the European Commission based on the
terms of the 1979 Directive is thus no more than a contingent possibility. And
my proposals of course reflect existing stated policy on developments in SPAs
which is that the Directive allows economic and other considerations to be
weighed against the conservation arguments. I am aware that the Law Officers
have been considering various questions relating to the extent of Ministerial
discretion under the Directive and that this may, in due course, necessitate a
review of our position. At the risk of anticipating a wider discussion of
general policy in relation to the Directive I would say now that it would seem
to be politically impossible for Ministers to be deprived of all discretion in
this matter. I would hope that my colleagues would share this view to the point
of agreeing that I should press ahead with the South Cardiff project and
withstand vigorously any challenge from the European Commission in the unlikely
event of that materialising.

Summary and conclusion

8. Discussions with potential investors and the local authorities are
continuing, the latter covering the question of legislation needed to enable the
barrage to be constructed and the area for which a UDC would have
responsibility. We are very close to obtaining both substantial private sector
backing and broad political support from the local authorities. There is here a
unique and exciting opportunity for a first class new maritime quarter in this
country, on the style of Baltimore with an impact far exceeding that of any
Enterprise Zone. The economic and social prizes are great and it is now our

wish to move towards their attainment in the ways described in this note.
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l. I commissioned studies some 12 months ago on the feasibility of
constructing a barrage across the Cardiff Harbour Mouth and of the investment
potential in the area. These reports were encouraging but needed further
testing, in particular of the investment potential. The studies commissioned
this summer have now been completed including one on the conservation
implications.

2. Jones Lang Wootton have consulted the Chairmen/senior management of over
50 of of the leading financial institutions, property developers and other major
UK Companies about the opportunities in South Cardiff.

3. I have had discussions with other leading UK companies and senior

management in organisations in North America that have been involved with
similar types of developments to those that I envisage in Cardiff to gauge their
reaction to the feasibility and prospects of these developments taking place,
and have visited several of the most successful projects of this kind in the
United States.

4, Deep and prolonged discussions have been held with local authorities and

public bodies in the Cardiff area and I have their support.
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Oddi wrth Ysgrifennydd Gwladol Cymru From The Secretary of State for Walses

The Rt Hon Nicholas Edwards MP

/21 November 1986

CONFIDENTIAL

T.
| Ao

You will know that when the locations of the 1988 and 1990 Garden Festivals were
announced in November 1984 an undertaking was given that the 1992 Festival would
be held at a Welsh site to be chosen nearer the time.

I received nine bids by the closing date of September 1985 and subsequently
appointed a Working Party and, more latterly, Exhibition Consultants Ltd to
advise me in my selection of the site. The Working Party included

Lord Aberconway who had a direct involvement in the Liverpool and Stoke
Festivals and Mr Jeffrey Bernhard the then Chairman of the JCLI.

At the end of the day the choice was not an easy one but, on balance, I have
decided in favour of the proposals jointly put forward by Blaenau Gwent Borough
Council and Gwent County Council for a site at Victoria Heights, Ebbw Vale. The
site is the lé6cation of a former steelworks compléX and is almost totally
derelict, but the valley site presents a uniquely dramatic setting for a
Festival which I see as offering a major contribution to my broader strategy for
revitalising the South Wales Valleys in addition to the direct benefits on
Ebbw Vale. =
e T

I shall be making my decision known to the promoters on the morning of

19 November followed by a written response in the House that afternoon. I would
ask you to treat this information on my decision with particular confidentiality
until 10.30 am on that day since experience has demonstrated that any early
warning - even that a decision is due - could seriously damage the effectiveness
of my announcement.

Copies of this letter go to the Prime Minister, Malcolm Rifkind and David Young.

— v

At

The Rt Hon Nicholas Ridley MP ,////
Secretary of State for the Environment
Department of the Environment

2 Marsham Street

London

SW1P 3EB
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CONFIDENTIAL

U
PRIME MINISTER 7 November 1986

CARDIFF

AN INNER CITY ANALOGY

For years the docks and the nineteenth century commercial

centre of the city has declined. Nicholas Edwards and Mark

Robinson are facing the challenge of your Government with

revolutionary and imaginative proposals for the old Tiger Bay

e

and Cardiff Docks. I visited Cardiff with scepticism,
.. o .

expecting the begging bowl for public funds. I was

impressed.

Po—

e

1. It is proposed to put a barrage across-the mouth of the

Taff. This would pond back the water throughout the dockland

W e e g

and would enhance land values by at least £150m. It would

also have a huge spin-off on local business. However, thanks

to the Dartford Tunnel funding victory, this project (£50m)

could be funded in part privately if a road or rail and/or

shops were leased out on top of the barrage.

a— ——

24 Urban Development Grant provided a £2m dowry to the

p——

.

Holiday Inn Hotel chain to take a ghastly site on the edge of

s mp——————— T

Docklands. The results included a Holiday Inn which was built
* A — .

costing £9m, local hotels that invested £5m to face
— My e BT e

)

competition for the newcomer# and improvements in the streets

e -

around the new hotel. Further, the Holiday Innes generated

international business and finally the existing hotels

benefited by increased business. (The latter had opposed

CONFIDENTIAL
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CONFIDENTIAL
o= 9

competition before it came, but are now pleased their

objections to planning permission were rejected by the

Secretary of Statel!l)

Hs The Welsh Office will want to put a UDC into Cardiff

Docks and will probably want to announce it this Autumn. —Ehey

T

will or should say they can fund the cost (£30 million)

themselves. While the UDC will provide a very welcome red

s

a—————————— T i

tape crushing facility, precious little public money should be

PR = S e =

- e

necessary. The intrinsic value of the site in Cardiff is
w eO——————— = i R A L= ad .

superb.
—————=r

4. England can learn from the Land Authority for Wales. It

is a rare thing, a useful QUANGO. It does nothing but landﬁ

]

assembly for redevelopment. It performs a quasi judicial

function wielding compulsory purchase powers and has é;budget
constraint which forces it to sell its acquired land

immediately.

I enclose a map of the Cardiff plan.

HARTLEY BOOTH

CONFIDENTIAL
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SCOTTISH OFFICE
WHITEHALL, LONDON SWI1A 2AU

David Norgrove Esq
Private Secretary
10 Downing Street
LONDON

SW1 PM Q,:V/G} * &k(«pctober 1986
DI

N d 2w,

UK REGIONAL DEVELOPMENT PROGRAMME

The Prime Minister asked for comments following the publicity about the
UK Regional Development Programme recently submitted to Brussels.

The Scottish profile is one section of the UK submission. There has
‘been similar critical publicity, initiated by Gordon Brown MP, in the
Scottish media to that in England. This we have already sought to
refute through a forceful article which Mr Ian Lang contributed to the
Glasgow Herald and appears today on page 12.

So far as Scotland is concerned, we consider the problem is not the
overall content of the programme buf the very selective quotation from it.
~The material is not inconsistent with other published figures and, as its
purpose is to provide the background to maximising European assistance.
Our Ministers think it is naive and mischievous of their opponents, as
Mr Lang's article stresses, to expect that the weaknesses and problems
of regional development will not be highlighted. The Scottish profile, as
no doubt also the English and Welsh volumes, also contains substantial
evidence of the growth and potential of the Scottish economy. While
clearly the difficulties facing traditional industries such as steel,
shipbuilding and heavy engineering are recognised, there is also
considerable stress on the encouraging prospects for electronics, high
technology and especially health care and biotechnology, the food and
timber industries, service industries such as insurance, finance and
banking, and in particular tourism. The shopping list of potential ERDF
applications for Scotland in the programme, if approved by Brussels, will,
if achieved, make a very substantial impact on the infrastructure and
other problems properly recognised in the profile.

If Dr Brown and his colleagues choose to pursue the issue, my Secretary
of State believes that the Government have a sound rebuttal on these
lines, although clearly, in doing so, it will be necessary to be careful
also not to undermine the UK case with Brussels before the programme is
discussed and formally adopted next year.

HMP29707
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I am copying this letter to the Private Secretaries to the Secretaries of
State for Trade and Industry, Environment, Transport, Health & Social

Security, Wales, Northern Ireland, Employment and the Chancellor of the
Duchy of Lancaster.

Nowr

ANDY RINNING
Private Secretary

HMP23707
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v
Inner Cities

Total ekpenditﬂﬁe on Urban Programme in England increased
from £93 million in 1978/79 to €317 million in 1986/87 -

doubled in real terms. More than £1.9 billion spent
since 1979.

Inner City partnerships in seven areas: allocated
£123 million in total in 1986/87.

Urban Development Grants of £99 million are stimulating
private investment of £418 million.

Urban Development Corporations in London and Merseyside
have received £450 million of public money, stimulating
private investment of more than £1200 million in London
alone. Four more UDCs announced (Trafford, Black Country,
Teesside and Tyne and Wear).

Special inner city task forces set up in eight deprived

areas to improve targeting of inner city funds.

Spending on Derelict Land Grant £from £23 million in
1979/80 to £84 million in 1986/87. About 3,500 acres
reclaimed every year.

Power to pay a new Urban Regeneration Grant in Housing

and Planning Bill now before Parliament.

Urban Housing Renewal Unit set up in June 1985 to help
local authorities to tackle problems of rundown estates;
£35 million already allocated to 63 approved schemes.
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W1TH PERMISSION, MY LORDS, [ WwWOULD LIKE TO MAKE A
STATEMENT ABoUT UrnaN DeverLoPmeNT CORPORATIONS,

My RT HON FRIEND THE SECRETARY OF STATE FOR THE
FNVIRONMENT 1S TODAY ANNOUNCING THE GOVERNMENT'S INTENTION
TO SET UP FURTHER UrBAN DeEVELOPMENT CORPORATIONS,

SUBJECT TO THE APPROVAL BY BOTH Houses oF PARLIAMENT OF
THE NECESSARY DESIGNATION ORDERS, FOUR WILL BE SET UP
DURING THE NEXT TWO YEARS IN TRAFFORD PARK 1IN GREATER
MANCHESTER: ON TEESSIDE:; IN THE Brack Countey; AND IN
TYynE AND  HEAR, THESE ARE ALL PLACES WITH HAJOR
CONCENTRATIONS OF DERELICT OR DISUSED FORMER INDUSTRIAL
LAND AND SERIOUS PROBLEMS IN CREATING EMPLOYMENT AND
ATTRACTING NEW INVESTHMENR,
Uvper THE LocAL GoveErnMENT Pranning anp Lanp Act 1880,
THE AREA OF AN Ussan Deveropmznt CORPORATION 1IN ZNGLAND
MUST FALL WITHIN A METROPOLITAN COUMTY OR INNER LOWDON.
THree of THE UrBan DeveLopieNT CORPORATIONS NOW PROPGSED
WOULD LIE WITHIN METROPOLITAN COUNTIES, Buf Teessips
LIES WITHIN THE counTy OF CLEVELAND, WHICH IS NOT A METRO-
POLITAN COUNTY, THUS AN Urzan Devetoprsnt CORPORATI
CANNOT BE SET UP ON TEESSIDE UNDER THE LEGISLATION AS
IT NOW STANDS, BUT THE PROBLEMS OF UNEMPLOYMENT AND
INDUSTRIAL DERELICTION ON TEESSIDE ARS AS LEAST AS SEVERE
AS THOSE IM ANY OTHER AREA IN THE COUNTRY,

My NoOBLE FRIEND LORD SKELMERSDALE HAS THEREFORE TABLED
AN AMENDMENT TO THE HOUSING AND PLANNING DBILL TO REMOVE
THE PRESENT RESTRICTION ON THE DESIGNATION OF UrnAn
DeveLorreENT CORPORATION AREAS IN ENGLAND,
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Treasury Chambers, Parliament Street, SWIP 3AG
Thé Rt Hoh Nicholas Ridley AMICE MP

Secretary of State for the Environment «g&(\‘,
Department of the Environment Y&‘

2 Marsham Street

London

SW1P 3EB

3“ October 1986

e s,

URBAN DEVELOPMENT CORPORATIONS faL%HqQ
I have seen your minute of\y/gctober to the Prime Minister setting
out your proposals for announcing the creation of new UDCs. s

am generally content with what you propose on the basis we discussed
in the Survey.

However I do not think the final sentences of the proposed
announcement as it now stands adequately reflects what was agreed
at E(A). We decided to consider further designations as resources
permit. Your present draft of the announcement would commit us
to more UDCs without reference to our ability to afford them and
would make it difficult for us to halt or slow down further
designations if resource constraints made that necessary.

I must therefore ask you to drop the penultimate sentence
of the proposed statement, and replace it with: "We will be
considering the possibility of creating more UDC's as resources
permit." I would be content for you to make the announcement
on that basis.

I am copying this letter to the Prime Minister, other members
of E(A), and to Sir Robert Armstrong.
;i—,.AJiJ

JOHN MacGREGOR



http://www.nationalarchives.gov.uk/legal/copyright.htm

f&c 10
ONAC



http://www.nationalarchives.gov.uk/legal/copyright.htm

10 DOWNING STREET

From the Private Secretary 2 October, 1986.

3}&34’ (Cvad ,
URBAN DEVELOPMENT CORPORATIONS

The Prime Minister was grateful for your Secretary of
State's minute (undated) to which he attached a draft passage
for his Party Conference speech to announce the setting up
of four new UDCs. The Prime Minister is content, subject
to the views of colleagues, with the terms of the proposed

announcement.

I am sending copies of this letter to the Private Secretaries
to the other members of E(A) and to Sir Robert Armstrong.

<
Jy

(David Norgrove)

Robin Young, Esqg.,
Department of the Environment.
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PRIME MINISTER

URBAN DEVELOPMENT CORPORATIONS

F

E(A) Committee agreed on 24\§£ptember that subject to the outcome

of my discussions with the Chief Secretary on public expenditure I

should announce proposals for up to 4 new Urban Development
il

Corporations in my speech to the Party Conference on 8 October.

I have now reached agreement with the Chief Secretary on my

Department's programmes for the survey period. I think I can just

accommodate the many pressing demands on existing programmes and

still make room for this important new initiative.

We have agreed that within my overall spending totals I shall have

P —

discretion to adjust the provision for individual programmes. With

———

this helpful flexibility, and by phasing the launching of the

individual UDCs (this will also minimise the calls on staffing) I

am confident that I can successfully launch and take forward the

m—

UDC initiative.

I propose therefore to announce that we will be setting up over
the next 2 years the 4 UDCs which E(A) agreed to - Manchester

(Trafford Park), Teesside, Black Country and Tyne and Wear. I will
make clear that the launches will be phased, and that there may be
more later. The provisional text of what I plan to say is
attached.

I would be grateful for your agreement to make the ananouncement

in these terms.

I am copying this to other members of E(A), and to Sir Robert

Armstrong.

NICHOLAS RIDLEY
October 1986
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One further imperative. I have for long been appalled by

the state of dereliction and decay in some of our older

industrial cities. Decades of Socialist Council rule combined

with the changing patterns of industry have left them in

a wretched state. We set to work to tackle these problems

with vigour. We have had to bypass the Socialist Councils

to do this. We moved in with Derelict Land Grant; the

Urban Programme helps to encourage businesses and jobs;

our Urban Housing Renewal Unit is tackling the problem of

bad housing head on. Spending on these programmes has increased

from £328m in 1979 - £445m this year in real terms.

We have pioneered new concepts: Enterprise Zones and Urban
Development Corporations. The UDCs in London Docklands

and Merseyside have powers over planning, land assembly,

and development. Take a trip round London Docklands and

see what has happened. 1In five years it has been transformed
from a desert of dereliction to a showpiece for British
building, British design, British architecture, and British
business. Both the Development Corporations have created
thousands of new jobs by stimulating private enterprise.

They have refurbished homes and offices. They have reclaimed

hundreds of acres of derelict land.

The experiments have been resounding successes. But there

is a massive job to do elsewhere. Our next move forward

will be the creation within two years of more urban development
corporations. The first four will be in Trafford in Greater
Manchester; on Teesside; in the Black Country in the West
Midlands; and in Tyne and Wear. There are more to come

later. They will have powers to redevelop and rebuild both

the fabric and the prosperity of these areas.

—

ik
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CONFIDENTIAL

2 MARSHAM STREET
LONDON SWI1P 3EB

01-212 3434

My ref:

Your ref:

The Rt Hon The Viscount Whitelaw CH MC
Lord President of the Council

Privy Council Office

Whitehall

LONDON

SW1 (\_&(gQ (\ 26{ September 1986

Following E(A) on Wednesday I have been thinking about the
handling of the 'Teesside amendment' to the Housing and Planning
Bill.

We must prevent the UDC announcement going off at half cock, and
our not getting full credit for the decisions that we have taken.
However carefully we framed the explanation given to the
Opposition, it would be deduced that an announcement of UDC
designations was on its way, and .it would not be very difficult to
predict when and where.

I have discussed the options with Roger Skelmersdale.

One option would be to table the amendment on 8 October, ie the
day of the main announcement. On that day I would write to
Opposition Front Benchers saying that (a) we had decided to set up
a UDC on Teesside (b) that this would mean an extra £150m for
tackling dereliction on Teesside over the next few years (c) that
the necessary legislative amendment had been put down for :
consideration in Committee next week and (d) that either before or
after the Committee discussion I would be willing myself to
discuss the amendment with them. The amendment is to Part VI of
the Bill and would not be reached until the third Committee day,
ie 5 days later, 13 October.

The second option would be for me to proceed at Conference and for
Roger to trail the amendment on 9 October, the second Committee
day, which is the day after the Conference announcement. It would
be easy to do this as the urban regeneration clauses already in
the Bill stand to be reached on that day. I would at the same time
write, as proposed in the first option, to the Opposition
spokesmen. The amendment itself would then be tabled for Report on
17 October.

Roger and I are inclined to prefer the second case, of holding
back the amendment until Report. Even though it might be thought
to leave things to the last minute it would avoid any suggestions
of rushing the debate in the Lords.
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Subject to your views, and those of colleagues, I propose to
proceed on this basis.

I am copying this letter to the Prime Minister and members of

| Y S
oot

NICHOLAS RIDLEY
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PRIME MINISTER 23 September 1986

URBAN DEVELOPMENT CORPORATIONS

A. Resumé of Initiatives

Enterprise Zones - basic rating relief zones - expensive and
e

will be criticised in forthcoming Sainsbury Group.

Laaa e ————

Simplified Planning Zones - still unproven - still allow local

authorities too much say.

City Action Teams - limited success, bow to local authority
—

dictat.

8 Inner City Initiatives - little success, still struggling to

show results. Seen as shoe string operation.
s ek e —

p—

Urban Development Corporations - only London Docks a success,

and that was a special case, but the only initiative to'bypass

.

local authorities.

B. Scope for Effective Future Initiative

We need to satisfy two overriding policy requirements:

(a) More direct control over recalcitrant and anti-enterprise
—.————"‘—'——__ e————————d

local authorities.
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(b) A major incentive or requirement for owners of derelict
’_‘-—_ O ———

—

or unused inner city land or property to use or dispose.

—

Future Option

If you rightly reject the Ridley proposal for more UDCs,

you could ask him to work up proposals to design a new

expensive form of UDC in which:

Rating or even penal rating on owners of derelict and

certain unused inner city property could be imposed.
i, . e

(This is despite our abolition of general penal rates in

1980 and our abolition of general empty industrial rates

T sy

in 1984.)

—
—

Local authorities would be required to sell unused land -

(our land register has sadly substantially failed).

Automatic planning permission in various categories would

be permitted.

Direct control of central Government would be imposed.

HARTLEY BOOTH
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CONFIDENTIAL

PRIME MINISTER

Further Urban Development Corporations

E(A) (86) 50 _ \/\ub(’\ :

DECISIONS
1. The Secretary of State for the Environment seeks agreement

to announce at the Party Conference that the Government intend:

To designate a UDC for Greater Manchester;

ihatde’ To commission studies of the scope for designating

UDCs in seven other northern conurbations;

e e

iii. To commission a study to evaluate the scope for

a UDC or an alternative for East Birmingham.

BACKGROUND

2. The Committee considered papers fromthe Environment Secretary
and Chief Secretary in July on the possibility of designating
further UDCs (E(R) (86) 19th Meeting, Item 1). They saw

attractions in the Environment Secretary's proposals, provided

that proper criteria for policy evaluation could be devised

and provided they could be implemented by a diversion of funds

from local authority capital allocations rather than from

additional public expenditure. The Environment Secretary was
invited to bring his proposals back once decisions had been

taken on the local authority capital control regime.

3. The Committee also agree in principle that, subject to
discussion with the Lord President, the Environment Secretary
should take powers to designate UDCs in non-metropolitan,
districts by removing a constraint in the present legislation.
He was also asked to consider the desirability of reinstating

East Birmingham within the planned ambit of the proposed UDCs.

CONFIDENTIAL
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4, In July the Committee also noted that the Welsh Secretary
might wish to seek approval for a UDC in South Cardiff. He
will bring forward proposals during October: that case is
different, and need not be considered in conjunction with the

Environment Secretary's paper.

MAIN ISSUES
5. At the previous discussion, the Chief Secretary opposed the
designation of further UDCs on the grounds that they were likely

to have only limited and expensive success (like the Merseyside

Developmeﬁt'Corporation which had only attracted some £5 million

of private sector investment), and that they would add to the

plethora of urban policy initiatives. However, these general
\ o= E—

objections were in effect rejected by the Committee's welcome in

principle to the Environment Secré%ary's proposals provided

financial provision and the criteria for policy evaluation could

satisfactorily be settled.

Finance

6. Annex C sets out the estimated annual gross and net public

s —y

expnditure costs if all the UDCs are designated.{ Average

annual net expenditure over the 12 year programme would be
T, et :
£83 million, with a peak of £145 million in year 3 (1989-90).

7. It has now, however, been decided that there should be no
comprehensive reform of the capital control system during the

present Parliament. This means that there is no prospect of

Jr———
finding the resources to finance the UDCs either from eliminating

the likely overspend on capital or by moving resources from the
shires to the metropolitan areas, at least before 1989/90 and
possibly later. Although the bulk of the expenditure on the

UDCs will fall after this date, the Environment Secretary has

2

CONFIDENTIAL
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put in a bid for additional provision of £15 million in 1987- ;

88, £30 million 1988-89, and £45 million in 1989—90{»and he has

no other proposals for offsetting savings._J This has been
T ——

discussed in the current bilaterals but so far the Chief
Secretary has not agreed with Mr Ridley how to accommodate it.
Unless agreement can be reached in the context of the DOE's
Other Environmental Services programme within the next week,
the issue may have to be referred to the Star Chamber.

8. You will want to seek the Chief Secretary's views on the
financing (which is likely to be the Treasury's principal
concern, although he may wish to repeat some of his earlier
criticisms of lack of evaluation criteria and of coordination).

If the issue cannot be resolved before the Star Chamber, it

(_.——-——"3
would clearlx~ggz_2e prudent for Mr Ridley to make an earlier

announcement. The delay might also mean losing the opportunity

tqQ take power to designate UDCs in non-metropolitan areas in

the Bill now before Parliament (see paragraphs 10-11 below) .

Evaluation Criteria

9. The Environment Secretary sets out in Annexes A and B Fhe

criteria he will use to justify the choice of the conurbations

for the UDCs in terms of unemployment and dereliction, and the

framework for policy evaluation. The Ilatter is Still very
broad brush. He proposes aggregate performance targets for the
amount of land to be brought back into use, the area of floor-
space to be built or refurbished for private sector use, the
amount of temporary employment to be created, and the amount

of private sector investment to be attracted. He has not,

however, related these to the amount of public sector resources

to be committed, so that it is still not possible to compare
\___,..-—-_—-"‘"""""m_-'

this approach with other job creation instruments. The Chief
Secretary may therefore feel that the case for adopting the

UDC approach has not yet been made on value for money grounds.

3

CONFIDENTIAL
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Amendment of the 1980 Local Government, Planning and Land Act

10. The Environment Secretary would like to use the Housing
and Planning Bill currently before Parliament to remove the
restriction preventing UDCs being designated in non-

metropolitan areas. This is necessary if Teeside/Durham is

—

to be included. But introducing the amendment will signal
[

clearly the Government's intentions, and can only realistically

be done once the’Eolicy has been decided and announcedy The

Lords' Committee stage will be on 7, 9 and 13 October, and the

Whips Office advise that any amendment should be tabled by

3 October. —
e i

1ll. The Lord President has not ruled out the possibility of
using this Bill, but is concerned about pressure on business

in the Lords in October. The fallback would be to include a
clause in next Session's Local Government Bill, although that
would widen its scope. The issue will have to be referred back

to the Lord President in the light of the discussion.

HANDLING

12. You will wish to ask the Environment Secretary to

introduce his proposal. The Chief Secretary, Treasury will wish

to respond. The Paymaster General and othermembers of the

Committee will wish to contribute.

i

J B UNWIN

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon Paul Channon MP

Secretary of State for Trade and Industry
Department of Trade and Industry

l - 19 Victoria Street

London

SW1H OET

Lhos Bud

REGIONAL ASSISTANCE

\ September 1986

_— Wik RBRQUBST I+ RERUI L
Thank -you for your letter of 4”August. I was also grateful
to receive Malcolm Rifkind and Wynn Roberts' 1letters of the
same date. As you will be aware, the main issues have since
been discussed by officials from all four Departments.

I understand that work is now in hand on developing
reliable forecasting and monitoring systems. This should
clearly go ahead quickly. I also understand that the three
Departments have done some work on the distribution of regional
assistance, and the rigour and consistency of administration
of RSA; and that the results of this work will be reported
to you (and to Malcolm Rifkind and Nicholas Edwards) in time
for our Survey discussions. It is a pity that it has not
so far proved possible to involve Treasury officials - but
I hope that they can now be brought in straightaway. Indeed
I believe that consideration by all four departments of the
results of this analysis is an essential prerequisite of any
discussion between us on regional assistance.

You will be aware, from my letter of 7 July, of the
importance I attach to - a thorough scrutiny of the way in
which we appraise projects. If, as I understand 1is 1likely to
be the case, the results of the work done 1last month are

inconclusive, more in depth analysis by all four departments
will be necessary.

The nature of the work done on distribution and the rigour
and consistency of administration underlines the extent to
which the interests of the three Departments are involved
in any discussion of regional assistance. Your own bid to
postpone the moratorium on RDG 2 has expenditure implications

CONFIDENTIAL



http://www.nationalarchives.gov.uk/legal/copyright.htm

CONFIDENTIAL

for Malcolm and Nicholas' programmes as well as for your own.
Against this background, I think it would be sensible for
us to discuss Regional Assistance at a separate quadripartite
meeting (with Malcolm and Nicholas) and not, as currently
envisaged, in the bilateral discussion which can focus on
DTI matters. This separate meeting will give us an opportunity

to consider, in addition to the issues of monitoring and the
rigour of appraisals:

= The level of provision. I am not persuaded that
overspending on regional assistance as a whole
is a short term problem. I do not regard forecast
overspend of 7 per cent above baseline provision
(some £30 million for 1987-88 and 1989-90) as
negligible;

The distribution of provision. I accept that the
current review (before the transitional period
is complete) should not be regarded as a once-for-all
exercise, and would be prepared to accept a second,
and final, review in, say, 2 years time when the
new policy has settled down. But stability and
certainty of financial provision are essential
for effective financial management and control;
and I am not prepared to accept that the review
process should be an annual event.

Commitment limiting. The E(A) remit on this is
still outstanding. It is deplorable that my request
that work on this should be pursued has met with
such negative response. It is essential as a minimum
first step that we should have effective machinery
in place for 1987-88 to alert us when commitments
are likely to breach agreed PES provision so that
we can decide how to deal with the problem.

’

Any action we do take will depend in part on the
nature of RSA. I understand that some Departments
at least take the view that they could not accept
any limit on their ability to offer RSA to eligible
projects. I cannot accept such an open-ended
commitment for a selective programme and cannot
see the Jjustification for it 1in either statutory
or policy terms.

Finally, though not part of the Survey discussions, I
should touch, in this letter, on the forecast overspend in
1986-87. I note Malcolm's undertaking to examine the scope
for offsetting savings to meet the forecast overspend, but
I cannot accept the assumption in all three Departments that
the overspend - or at least the greater part of it-will
automatically be met from the Reserve. As you know, the
position on this year's Reserve is very tight and expenditure
control has to be pursued rigorously. The prospective total
overspend of £157 million on RDG and RSA is unacceptable and
I must ask each of you to consider urgently every means of
containing expenditure and finding offsets. Unless progress

CONFIDENTIAL
2
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is made here, we may need to look seriously at the question
of moratoria going beyond those already agreed. As I stressed
in my letter of 7 July, I can offer no prospect of increasing
the provision for regional assistance for 1986-87 (or beyond)
unless deliverable offsetting savings are offered up on the
cash limited provisions of the Department concerned. 1 5% e -
therefore vital that every effort is made to minimise the
overspend.

I am copying this 1letter to Malcolm Rifkind, and
Nicholas Edwards, other Members of E(A) and to
Sir Robert Armstrong.

i

JOHN MacGREGOR

CONFIDENTIAL
3
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CABINET OFFICE
WHITEHALL, LONDON SWIA 2AS

Chancellor of the Duchy of Lancaster

Tel No: 233 3299
7471

5 August 1986

Tim Flesher Esq

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

SW1

—

‘Aeo\_f \

\

~

Thank you for your letter ofbk/gﬁgust. The Chancellor of the
Duchy has received a copy of the LDDC Annual Report from the
Corporation. He shares the Prime Minister's interest in the
progress made by the Corporation, which was enhanced following a
visit to the Docklands which the Chancellor made on 17 June.

Thank you for the copy of the report, which is returned herewith.

ANDREW LANSLEY
Private Secretary
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SCOTTISH OFFICE
WHITEHALL, LONDON SWI1A 2AU

CONFIDENTIAL

The Rt Hon John MacGregor OBE MP

Treasury Chambers

Parliament Street

LONDON

SW1P 3AG 4 August 1986

D C\r\' e iﬂ;cwdmj

REGIONAL ASSISTANCE
o -\

Thank you for copying to me your letter ome/ to Paul Channon.

I think there is a danger of over-reacting to a short term problem.
Spending on regional assistance for Britain as a whole was close to
provision last year. In the forward years, the forecast of aggregate
additional requirements is as low as £12 million in 1988-89 and even in the
other years, when the forecast additional requirements are higher, they
still represent only about 7% of baseline provision.

1986-87 is an exception to this pattern for readily identifiable reasons,
which will not apply in future years. The high additional requirements
arise largely from the cost of the last stage of the transitional
arrangements to phase out RDG I. It is inherent in the terms of those
transitional arrangements that the expenditure will not continue on
anything like the same scale.

I think this leads to two conclusions.

First, there is no case for changes either to regional policy or to
monitoring and control arrangements. The one-off problem of 1986-87
would be unaffected by such changes. In any case, changes in regional
policy would require discussion in E(A). Moreover, I do not accept that
monitoring and control have been deficient. All three Departments were
able to tell you of this year's problem and its probable scale after only
two months of the financial year. I think that is a standard of early
monitoring which must stand comparison with the majority of spending
programmes.

Second, this year's forecast overspends are a classic example of the type
of uncontrollable demand which the Reserve exists to cater for. We have
legal commitments to make the payments. There is no option about
making provision. It is true that one could, in theory, shuffle some of
the additional costs into next year. However, we surely do not wish to
arouse major hostility in the business community, and add to the

AEP21201
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.di.fficulties faced by individual businesses which have responded to our
exhortations to invest, merely for the sake of moving expenditure across
the boundary of the financial year. The normal rules on access to the
Reserve must apply. [ will examine the scope for offsetting reductions
and I will keep the forecast of additional requirements under review,
since there is still the possibility that they will come down. However,
the balance between the additional requirements and any offsetting
reductions must be met from the Reserve.

You also mentioned the review of the division between Departments of
existing baseline provision and Paul Channon's proposal to postpone the
introduction of the moratorium on RDG II.

The three Departments have agreed that the review should begin now and
produce some findings within the timetable of Survey discussions.
Officials are having preliminary discussions and will be in touch with your
officials in due course. We have agreed that the review process, which
is in a sense a continuous activity, cannot be artificially curtailed.
Agreement to transfer provision for regional assistance between
Departments in future Surveys must be a matter for the Departments
concerned. Any need for provision above baseline is, of course, a
different matter and would have to be discussed with you in the normal
way. This simply points to the desirability of any inter-Departmental
discussions about the distribution of baseline being concluded in advance
of final Survey decisions, so that the relationship of baseline to individual
Departments' requirements is clear.

This latter point is relevant to my position on the postponement of the
RDG II moratorium. I wholly agree with Paul Channon about the political

undesirability of introduction on 1 April 1987. However, I cannot set
that consideration in the context of other priorities within my very
narrow industry programme while the redistribution of baseline for
regional assistance remains unresolved.

I am copying this letter to Paul Channon, Nicholas Edwards, other
members of E(A) and Sir Robert Armstrong.

Moy $ i

3 -

/N\ﬁwwﬁ

g —
” MALCOLM RIFKIND
Approved by the Secretary of
State and signed in his
absence

AEP21201



http://www.nationalarchives.gov.uk/legal/copyright.htm



http://www.nationalarchives.gov.uk/legal/copyright.htm

ot

DEPARTMENT OF TRADE AND INDUSTRY !
1-19 VICTORIA STREET ‘

LONDON SWIH OET

Telephone (Direct dialling) 01-215)
GTN

Secretary of State for Trade and Industry (Switctibosrd). 01-215, T8

CONFIDENTIAL

q_ August 1986

The Rt Hon John MacGregor OBE MP
Chief Secretary to the Treasury
HM Treasury

Treasury Chambers

Parliament Street

LONDON

SW1P 3AG

o

A e )
l/ ,f% Joﬁm .

REGIONAL ASSISTANCE

Thank you for your letter of{?’EGI;T'

It is important to keep a proper perspective in looking at the
present situation. While all three Departments are forecasting
overspends in the current year, this is largely due to payments
under the old Regional Development Grant Scheme. This is a
temporary phenomenon and needs to be addressed as such. Forecast
overspends for the PES years are very much smaller and provide no
justification for introducing fundamental changes in our regional

policy - put in place less than two years ago - which would be
damaging both in terms of cost-effectiveness and political 'impact.

As far as the current year is concerned the DTI's latest
"technical™ forecast is for an overspend of £45 million net, which
is more than fully accounted for by an expected excess of £47
million in payments of old RDG. While the forecast for old RDG is
fairly robust, however, the figures for new RDG and for Regional
Selective Assistance are much less so. Given the uncertainties of
the forecast I do not intend to call for a supplementary estimate
on the basis of current figures but I shall be reviewing the
position in September/October - taking account also of progress on
other elements in the same Vote - and if it proves to be necessary
I will make my case for a Winter Supplementary at that time.

-80
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The fact that provision is proving inadequate is not particularly
surprising. We always knew that expenditure would be difficult to
forecast during the period of transition from the old policy to the
new. There is little that can be done to avoid the overspend. We
already have a four-month moratorium on payments of old RDG and
lengthening the period would not have much effect on spending this
year. To call for offsetting savings seems to me simply
unrealistic: it is precisely to cater for such unforeseeable and
temporary contingencies that the reserve exists.

Turning to other aspects of your letter, as I have said I do not
think the prospects in future years are nearly as serious as you
imply. I am prepared for my officials to discuss with yours
possible improvements in the monitoring of commitments so that we
have the best available information on likely future spending
patterns. But I would be opposed to any system which would lead to
moratoria on offers or applications of RSA, which has always been
regarded as a demand-led scheme. The. uancertainty introduced by
moratoria or even the threat of them would seriously damage the
ef fectiveness of the scheme in influencing companies' investment
decisions.

On the question of a common pool I again find your position
unrealistic. I see no prospect of reversing the process whereby
administration of regional assistance has been transferred to the
Scottish and Welsh Offices. Yet equally there can be no
possibility of a once-for-all review of the distribution of
provision when we are in the middle of a transitional period. The
distribution will have to be kept under review until the new policy
settles down into a consistent pattern and we have a sound basis on
which to forecast future needs. I have agreed with Malcolm Rifkind
and Wyn Roberts that our officials will take a look at the
distribution issue now in the light of experience since November
1984, albeit that experience is distorted to an unknown degree

the transitional arrangements. The results of these exchanges

be reported to the Treasury. The discussions will include the
question of the consistency of administration of RSA which you
mention and which I agree needs to be examined.

Finally I note your comments on the question of a moratorium on new
RDG. In the PES context I shall press strongly for my proposal to
meet the cost of deferring the moratorium from savings which I have
identified in other demand-led programmes. This would effectively
reverse the process which took place last year when Leon Brittan
reluctantly went along with the idea of a moratorium in order to
meet higher expenditure then foreseen on other programmes.

mofmne
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Your position that savings must be found from cash-limited budgets
is thus entirely inconsistent with what was decided last year.
However I accept that the moratorium will have to be deferred in
all three countries if it is to be deferred at all. This is
therefore another matter on which my officials will be talking to

the Scottish and Welsh Offices before we discuss it in the
bilaterals.

I am sending copies of this letter to Malcolm Rifkind, Nicholas
Edwards, the other members of E(A) and Sir Robert Armstrong.

A

//7 \
W

PAUL CHANNON



http://www.nationalarchives.gov.uk/legal/copyright.htm



http://www.nationalarchives.gov.uk/legal/copyright.htm

10 DOWNING STREET

From the Private Secretary 4 August 1986

The Prime Minister has been sent a copy of the
Annual Report of the London Docklands Development
Corporation for 1985/86. She found this particularly
interesting and has asked that the attention of the
Chancellor of the Duchy of Lancaster should be drawn to it.

If you have not already had a copy perhaps you could return
the attact*after the Chancellor has seen it.

Tim Flesher

Andrew Lansley Esqg
Chancellor of the Duchy of Lancaster's Office.
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01-212 3434

The Rt Hon Kenneth Clarke QC MP

Paymaster General

Department of Employment

Caxton House

Tothill Street '

LONDON : ‘

SW1H 9NF. : Hﬁ August 1986

\[)(EDJ~ F%E3%~ﬁih?/f§;ﬁméﬂa(/

\)2 .’-’13
: A
- N
Thank you for your letter of 2&/<ﬁJ1y in reply to mine
of 118 % July, I have also seen,Douglas Hurd's letter of. 24
July supporting your proposa .;Jﬁ
As you know, I take” d different view. But I note from
the record of E(A%/Aﬁfgzi July that you will be discussing
further with myself and other colleagues how your proposals
to encourage the use of local labour might best be formulated
to avoid conflict with the Government's policy on contract
compliance and whether any alternative means of attaining
your objectives can be devised. I a&sume you will be putting
proposals to colleagues after the break and I look forward
to further discussion of this issue,

;w,.\.'

i AL, {

, \ YA
W v, el

Copies of this letter go to the Prime Minister, all other
Cabinet colleagues and to Sir Robert Armstrong.

\Ljoof.s S;mcmﬁ ‘
5 Cont.

9 JOHN MOORE

(Qppore) by K Sacpster
¢t State iéfDJStjAeD(;:Tii;
ADgonce )
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CONFIDENTIAL

Treasury Chambers, Pasliament Street, SWIP 3AG

The Rt Hon John Moore MP

Secretary of State for Transport (&GQ(\ 3
Department of Transport

2 Marsham Street

London

SW1P 3EB

2% July 1986

)
2 et

DOCK S LIGHT RAILWAY AND CANARY WHARF

)

—
T, qe——y

Thank you for your letter of %;/July.

I understand that it is a matter of urgency to agree the
terms on which the Consortium is to cover the £8.5 million
costs which you mention. Your proposals do seem to be within
the spirit of the original concession to the Consortium under
which it was accepted that the Consortium might be reimbursed
if all of the expenditure proved to be nugatory. On the basis
that you are satisfied that the risk of the Bill not being
enacted by 31 March 1987 is minuscule, I would not object to
your proposals.

I am copying this letter to the Prime Minister, John Biffen,
Norman Tebbit, Nicholas Ridley, David Young, John Wakeham and

Sir Robert Armstrong.
>{,_‘ Y

JOHN MacGREGOR

CONFIDENTIAL
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| J——

77¢ | ]
24 July 1986 [ L(/ T

The Rt. Hon. Margaret Thatcher MP o«ﬁmﬁﬂgﬁﬁgﬁhm1

Prime Minister 19 Thames House
10 Downing Street ) y At Basin South London E16 2QY
London SW1 \ . M MAL mw"'— ’ ’Ji' ’ Telex 894041 LDDC G

o Moy, 4 e
NI‘/’H)\ O &’k«u '
YA

L8/7
r}g{_ pp.m[«e, MWV’"“L,

I have pleasure to enclose a copy of the London Docklands
Development Corporation's Annual Report and Accounts for
the year 1985/86 which incorporates the review of actjvities
of the Corporation which I hope you will find of interest.

3 Quu..c_uu..,l

Christopher Benson

Chairman Christopher Benson
Deputy Chairman John Mills
Chief Executive Reginald Ward
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01-212 3434

The Rt Hon John MacGregor OBE MP
Chief Secretary to the Treasury
HM Treasury

Treasury Chambers

Parliament Street #g
LONDON SW1P 3AG ) ¢ July 1986

F%AMUL (lhﬂ4ki;’ i .

DOCKLANDS LIGHT RAILWAY AND CANARY WHARF

- o Tlap
As agreed ﬁa(/f;é correspondence which rests with
your letter of July, Nicholas Ridley and I met Mr

~ Travelstead and his associates in the Canary Wharf Consortium
en (231 July. I am glad to say that one outcome of the
meeting was that we got him to agree that an agreement
must mnow be reached relating to the costs of wupgrading
the Initial Railway. Mr Travelstead is ready "to meet
the costs of this, up to £4.5m, but there are two points
I need to bring to your attention.

The first relates to the circumstances in which these
payments would be reimbursable to the Consortium. It
has always been agreed Ethat Ethey would not be reimbursed
if the Consortium of their own volition abandoned the
Canary Wharf project, but that they would be reimbursed
if the project was frustrated because the Bill for the
Railway Extension failed to receive Royal Assent through
no fault of the Consortium. However, Mr Travelstead argues
that some time limit must be set to this, and has suggested
that the Bill should be regarded as having failed if it
is mnot through by 1 January next. The Bill is in fact
now in the Lords and there 1s no reason to foresee a problem.
We obviously cannot guarantee passage by 1 January, since
we do not control the timetable of what is a private Bill.
But for the purpose of an agreement about the upgrading
costs 1t seems reasonable to accept a date of 31 March

1987. el

S ———R

The second point concerns some other costs in addition
to the wupgrading cost. During the passage of the Bill
in the Commons, LRT have been obliged to give undertakings,
with the agreement of the Consortium, to secure the

CONFIDENTIAL



http://www.nationalarchives.gov.uk/legal/copyright.htm

CONFIDENTIAL

withdrawal of two petitions, and in consequence of these
undertakings, money has to be spent in advance of the
passage of the Bill. In the first, money has to be spent
now in modifying the foundations of a building under
construction on the line of the proposed extension. The
second case is similar, and the expenditure arises in
the autumn. Together, these represent costs approaching
£4m, which are to be met by the Consortium. They are
0 chiaracter similar to the upgrading ~costs, and the
Consortium claim that they should be reimbursable under
the same conditions as the upgrading costs. It is difficult
to argue against that.

The contingency 1is therefore that expenditures up
to a total of_ £8.5m would be reimbursable to the Consortium
if the project failed to go ahead for the reason that
the Railway Bill had not received Royal Assent by 31 March
1987 for reasons other than the fault of the Consortium.
Unless you see difficulty, I propose to authorise LRT
to_go ahead with the upgrading works at the cost of the
Consortium on this basis, T

T ——

I am sending copies of this letter to the Prime
Minister, the Lord Privy Seal, the Chancellor of the Duchy,
the Secretary of State for the Environment, the Secretary
of State for Employment, the Chief Whip and Sir Robert

Armstrong.

JOHN MOORE

CONFIDENTIAL
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PRIME MINISTER 18 July 1986

URBAN DEVELOPMENT CORPORATIONS

As an application to spend between £100m and £200m of

: g
taxpayers' money to set up 7 UDCs DoE fail to make their case.

e — P VRN
Their argument is little more than a guess based on partial

—

evidence. They do not:
f

evaluate the successes and problems of the existing 2

e
e

UDCs;

offer any comparison with other development agencies such

——

aé Scotland and Wales:

produce any detailed plans for any one of the 7 projected

-

e S

UDCs;

evaluate any other options which may achieve their

objectives.
m— i

A. The main question marks beside UDCs which must be

addressed before any other UDCs are considered are:

—

(1) UDCs are for large tracts of derelict urban land.

]

et

Although no minimum is specified in the Act, 800 acres of

e
i ————— e

Merseyside is thought to be too small. Is there not a

oy

case for the next urban initiative to be flexible in

order to assist either small or large areas? A good

—
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example of an area too small to be a UDC but in great

-

need of some of the UDC powers, is an area of 50 acres we

o ——g
ey,

—

have inspected in the middle of Bradford.

a—— ——

———————

Secondly, we agree with John MacGregor that new UDCs

could well be expensive. The Treasury figures for the

true gearing of funds in Merseyside, including land
R ————

reclamation is £1 of private money to every £15 public

m—p g
sector funding. By contrast, London Docks have a much
e . 2 1.5 :
better gearing; for - $400m public funds, £1b of private

] pE—

S

funds has been invested. But London Docks is probably

unre ble: special factors include, few residents and
e
proximity to the City and the financial market.

_—-‘
__—.—-'—-_.5

Instead cheaper and greatly needed would be:

Development agencies with legal power for speedy

assembly and disposal of land.

The Worst Problem

The appalling problems of site assembly are, for example,

evident in Sheffield and Bradford. Developer after-
e —————

developer is lured into the derelict tangle of property

—re

in these places only to be forced to retreat when faced

with the insuperable problem of forming a consortium to

put together the jigsaw of property whose owners often

disagree or are intractable.

e ———



http://www.nationalarchives.gov.uk/legal/copyright.htm

The Solution

——

Choose a develﬁszzzﬁgggncy on whom to grant vesting

powers (hopefully over private as well as public sector
land).

The candidates from among existing development agencies

who could handle this are:

DoE upon recommendation by Phoenix a private initiative

group supervised by a good man, Chris Ledger of Shell UK.

R
a—

A DoE Minister sits on the board of Phoenix. (We prefer

m——————

this one.)

Phoenix itself. This option was vetoed by Nicholas

i ———————
‘—ﬂ

Ridley, following the strong advice of DoE officials.

Local Authority. This is a bad option - to be avoided

——

because local authorities have a poor record on land

disposal.

The vesting powers would operate to allow an authority to

take ownership and control over property speedily and sort out

compensation later. This is much better than cémpulsory

purchase which is delayed by interminable wrangles over

compensation.
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e Conclusion

We recommend that DoE's application for approval of the

repeal of Section 134 (2) of the Local Government Planning and

—

Land Act 1980 be deferred until they provide a proper

evaluation of existing UDCs and comparison with the worthwhile

Scottish and Welsh Development Agencies. We suggest DoE take

powers to solve the problem rather than go down the expensive

UDC route.

These powers should enable DoE or a Development Agency to
crash the barriers to land assembly by the use of vesting

orders.

~ffreii

HARTLEY BOOTH
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PRIME MINISTER

URBAN INITIATIVES

(1) Inner City Initiatives

Sadly, Kenneth Clarke's paper has little to report. Fostering

enterprise sounds marvellous but the jewel here
———

e : y "L

"Project fullemploy" antedates the inner city initiative by
e —

two years.

Contracting to use local labour is hardly very new. We are

very sceptical that High Street Banks will be little use
without major arm twisting or "incentives". Young black

: . . . —-1___—-—_-——';
businessmen we have interviewed universally received the "cold

—— i
shoulder". The insurance problem can be overstated because so

a many black businesses are service orientated where insurance

.

L&FyM”J,‘iS unnecessary such as hairdressing but for new manufacturers

WA

V7 V0 Ve Y Y T i T
ONw/ we might help towards their first insurance? The enterprise

allowance has a capital threshold of £1000 which is too high

i

for many.

What is most urgently needed is more support for fullemploy.

Its objective of training long term unemployed who have the

germ of an idea is inspiring. For example we met a young

black woman who had been unemployed for two years and was

given a twelve week Full Employ training: four months later

she was already employing three others in office cleaning.

Similar stories are reported by many others.

—

= ==p,

If the 8 initiatives are to continue they need to be led by

businessmen not civil service principals. You might press for

progress.
(2) CATs

Kenneth Clarke admits progress cannot be spectacular or

speedy. We remain gloomy that CAT's will be wrecked on the

oy
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intransigence and political in-fighting by local authorities

such as Manchester. Has the Paymaster General any proposal to

break the stranglehold of these authorities?

K

HARTLEY BOOTH

18 July 1986

JAZ2ACT
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PRIME MINISTER

PROGRESS WITH INNER CITIES INITITATIVES
[E(A)(86) 35 and Minute from the Home Secretary
of 17 June]

MAIN ISSUES AND OBJECTIVES

1. The purpose of this item of the agenda is twofold: first to

assess progress on the various recent Government initiatives in

—

selected inner city areas against the worrying background

outlined in the Home Secretary's minute; and second to provide a
context for considering the proposal for further urban develop-

ment corporations (UDCs) under the second item on the agenda. No

decisions are required now but you will wish to satisfy yourself

i. that the inner city initiatives are on the right track

and progress is as expected;

]

S

e Ly 23 that there is a clear and coherent Government line on
inner city policy which can be effectively presented if
there is any recurrence of last year's disturbances later in

the summer.

BACKGROUND

7 In his minute to you of 17 June the Home Secretary reported
that there had been no significant improvement in the situation

in inner city areas since last autumn; underlying tensions

remained just below the surface and were shown in frequent

attacks on the police, resistance to law enforcement action and
T
general anti-police hostility. He painted a disturbing picture

of the street culture of drugs, crime, violence and hostility to
€ ———. ————
1

CONFIDENTIAL
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authority among unemployed young people - particularly but not

exclusively Afro-Caribbean - and reported the steps that police

forces were taking both to improve their preparedness for any

trouble and to prevent it by building good re ions with the

local community. His conclusion was that the police could not

céﬁe on their own; they needed the support and assistance of

lSEgI“EEBEIé and other agencies. It was also necessary to prevent

N
the pool of disaffected youth in these areas being constantly

—

replenished. Presentation of Government policy in this area
needed to stress both the positive action being taken and that
any disorder would be met with a firm and resolute response.
Following the Home Secretary's minute, you asked for an account

of steps taken to improve the underlying situation in the inner

cities and for advice on whether there were any other steps which

‘gﬁght to be taken.

——

POLICY INITIATIVES

B The Paymaster General's paper (E(A)(86) 35) responds to this
remit. It reports progress on the two main initiatives that have
been carried forward: the Inner City Initiative (ICI) and the
City Action Teams (CATS).

Inner City Initiative

e The ICI was set up in February with a budget of £8 million
following discussion in your Group on Urban Policy (MISC 104).
Task forces have been established in 8 areas. Its aim is to

foster enterprise especially amongst the ethnic minorities with —=

the objective of reducing the very high youzi unemployment in the
selected areas. As such it is directed very specifically against
the disaffected street culture described bythe Home Secretary.
Since February the task forces have established themselves in

sometimes hostile environments, examined the situati<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>