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10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 23 June 1992

Now that Norman Lamont has made his statement, I wanted to
express my warm appreciation of your work as Director-General of
the National Economic Development Office. I can well understand
that you would find our decision very disappointing; but I am
anxious you should know that it in no way reflects on you. We

have greatly valued the thoughtful and constructive way you have
led the organisation.

/7{wa/«9 i (ke /ou Hood -
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Dr W A Eltis
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27 June 1992

Barry Potter Esq

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

SW1
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NEDO AND THE WORK PROGRAMME OF THE DTI

A Wio (A

At his bilateral with the Chancellor on 16 June, the
Minister suggested that he might thank Dr Eltis for his work at
NEDO, either in person or by letter. The Chancellor
thinks a short letter would indeed be appropriate, and I attach a
draft. The letter does not refer to Dr Eltis' future role at DTI,
as I understand this is still undefined.

The Prime Minister and the Chancellor also discussed the future
work programme of the Department of Trade and Industry. The
Chancellor considers that the reorganisation of DTI planned by the
President of the Board of Trade should not be aimed at developing
sectorally-oriented initiatives with expenditure implications, but
rather at improving the Government's contact with and knowledge of
industry. In the Chancellor's view, however, the most wurgent
priority for the DTI must be to complement the Treasury's efforts
by helping to promote initiatives directed at improving the supply
side of the economy.

The most effective way to do that is of course to make markets
work better through competition policy and deregulation. At 3
Community level, areas where further 1liberalisation would be
welcome include transport (air travel, shipping and road haulage)
and energy (gas and electricity). Domestically, measures are
needed to increase competition in the services sector,
particularly in areas which are not exposed to substantial foreign
competition, like food retailing and professional services. And
there is much still to be done to reduce the burden of regulation
on business, especially small business. Areas that might usefully
be looked at include planning policy, 1licensing law, and
environmental protection. The Chancellor will be covering this




ground in more detail when he replies to the President's letter of
5 June to John Wakeham on the work programme for EDI.

In the Chancellor's view it would also be helpful if the President
could 1look at current Government programmes designed to assist
industry with a view to making the best possible use of existing
resources. Regional programmes across a range of Departments, for
example, could certainly be better coordinated. And DTI will need
to work with the the new Office of Science and Technology on
science policy. Here we believe that resources could be shifted
away from research on nuclear energy, and that more advantage
could be taken of EC programmes.

\,dvﬂ‘

2kam

JEREMY HEYWOOD
Principal Private Secretary
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DRAFT LETTER FROM THE PRIME MINISTER TO DR ELTIS

Now that Norman Lamont has made his statement, I wanted to express
my warm appreciation of your work as Director-General of the
National Economic Development ,Office. I can well understand that
you would find our decision very disappointing; but I am anxious
you should know that it in no way reflects on vyou. We have

greatly valued the thoughtful and constructive way you have led

the organisation.
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| 6 June 1992

Rt Hon Lord MacKay of Clashfern MP
Lord Chancellor

Lord Chancellor's Office

House of Lords

LONDON

SW1A OPW

Dy
NEDC DO

You and Ministerial colleagues will wish to be aware that, with
the Prime Minister's approval, I shall be announcing to the House
of Commons this afternoon the abolition of the National Economic
Development Council (NEDC) and the closure of the National
Economic Development Office (NEDO) at the end of this year. I
enclose a copy of my Statement and the defensive Q&A prepared by
officials.

I am copying this letter and attachments to Cabinet colleagues, to
the Chief Whips in both Houses, and to Sir Robin Butler.




ABOLITION OF NATIONAL ECONOMIC DEVELOPMENT COUNCIL AND OFFICE

STATEMENT BY THE CHANCELLOR OF THE EXCHEQUER

With permission, Madam Speaker, I should like to make a statement.

24 The National Economic Development Council and the National
Economic Development Office were established in 1962. In the
1960s and 1970s, they provided a helpful forum in which the
overall economy and the performance of individual sectors could be
discussed and debated. Much useful work was done and successive

governments valued the role that NEDC played.

3. But the era of corporatism is long passed. In the last
decade governments, not just in Britain but across the world, have
pursued more  market-oriented policies, the promotion of
competition and the smooth functioning of market mechanisms.
There have been radical changes to the structure of business and
industry. The number of small firms and the self-employed has

grown rapidly. Large parts of the former public sector have been

privatised; and international markets are increasingly

integrated.

4., The British workforce has become more skilled and more
specialised, with more flexible working practices and more varied

career patterns. Trade union membership has declined, and in the




private sector decentralised wage bargaining has become the norm

rather that the exception.

- A Against this background, it is clear that the NEDC no longer
reflects the needs and realities of the British economy in the
1990s. Since its inception, the Council has been dominated by
producer interests. But its membership and structure cannot hope
to represent fully the interests and views of the whole range of
industry or the work force. And, paradoxically, the continued
existence of the NEDC in these changed circumstances may actually
have inhibited, rather than encouraged, the development of direct
contact on specific issues between the Government and trade unions

and other employee associations.

6. Accordingly, and after careful consideration, the Government
has decided that the National Economic Development Council should

now be abolished.

y 2 The Sector Groups and Working Parties of the Council will
also be wound up. Over the years, they have made a valuable
contribution, and some of the issues addressed by the Council and
these sub-groups will of course remain on the agenda. Those most
closely concerned in the present range of NEDO's consultative
activities may decide that they wish to continue to liaise with
each other, but it will be for them to decide what is done, and

how.




8. The National Economic Development Office has served the
Council and the Sector Groups and Working Parties well. But with
the end of the Council, and the change in the way the Government
intends to approach more detailed issues, the Office itself will
no longer have a role. Accordingly, its work will be wound down
in an orderly fashion over the next six months. The Office will

close on 31 December 1992.

9. It is the intention of my RHF the President of the Board of
Trade to offer employment to a small number of NEDO staff in his
Department. There may also be opportunities in other Government
departments. Those who do not secure employment in the Civil
Service will be eligible for redundancy compensation by analogy

with the usual Civil Service rules. There will be full

consultation with staff and their representatives on the handling

of redundancies and the applicable terms of existing redundancy

procedure agreements will be fully honoured.

10. Madam Speaker, I would like to make it clear that today's
announcement is no reflection on the work done by the staff of the
Office or the Sector Groups and Working Parties. And I should
like to add a particular note of thanks to Dr Walter Eltis for his

work as Director General.




11. The Government continues to attach particular importance to
improving the effectiveness of our dialogue with industry.
Indeed, in recent years we have consulted more frequently and with
a wider range of interests than in the past on complex technical
subjects. This is true both in the formulation of domestic policy
and in the development of the UK's response to the increasing
range of draft EC directives as the Single Market approaches.
This partnership has served Britain well and it will continue.
The Government will Dbe alert to the interests of industry in

developing policies across the range of its activities.

12. My Rt Honourable Friend the President of the Board of Trade

has already announced his intention to reshape some of his
department on a more sectoral basis. He will be announcing

details before the Summer Recess.

13. Madam Speaker, the Government remains fully committed to
maintaining a close dialogue with industry and with all other
relevant interests. But I believe that this decision to bring the
National Economic Development Council to an end is the right one.
A close relationship between Government and industry remains as
essential as ever if we are to develop our policies to create in
Britain a strong, dynamic and competitive economy. But the age of

corporatism must be put firmly behind us.




ABOLITION OF THE NATIONAL ECONOMIC DEVELOPMENT COUNCIL AND OFFICE

TUC/CBI CONSULTATION

Did the G ! 1t the TUC i CBI_  bef iac i :
abolish the NEDC?

Both the TUC and the CBI were informed of our decision.

N RO Qs B on. i khE ¢ Lk ELi ot oF
the TUC?

No. We are looking towards a less formal, more effective dialogue

with all those concerned with the wealth creating process.

INDUSTRIAL POLICY

Hhat does the decisi oy Rutaskcinl calkics

The Government will continue to take full account of the needs of

industry in developing its economic policies.

won't help industry

Nonsense:

above all, industry needs low inflation. That is the
Government's primary economy objective;

last thing industry needs is Labour Party's so-called
industrial policy which would take us straight back to
the bad old day of the 70s;




Government will continue to work with industry. My RHF
the President of the Board of Trade will shortly be
announcing his plans to reshape his Department on a more

sectoral basis.

TIMING

Why did the G oo ] Feont b he REDC?

During the last ten years, we have seen important and radical
changes in industry and enterprise away from the corporatist ideas
of the 1960s and 70s towards a more flexible and dynamic economy.
It was appropriate at the beginning of a new Parliament that we
should review the role and work of the National Economic
Development Council and Office in the 1light of the changed

circumstances in which we find ourselves in the 1990s.

REDUNDANCIES

How many staff are currently employed at NEDQ?

Just over 100 staff are currently employed in the National
Economic Development Office. They will receive today a statement
informing them of the Government's decision to wind up the Council
and close the Office. Staff will also be given general guidance

on redundancy compensation.

What will happen to staff?

Some staff may be eligible for transfer to posts in the Civil
Service, provided they were originally recruited according to
Civil Service standards and procedures. Whether transfers are
possible must depend upon availability of suitable posts. In
addition, it may be possbile to offer some NEDO staff limited
period contracts in the DTI, where they have exceptional
experience and knowledge needed by the Department. NEDO staff

2




will, of course, be able to apply for Civil Service recruitment
competitions as and when they are advertised.

In addition, it may be possible to offer some NEDO staff limited
period contracts in the DTI, where they have exceptional
experience and knowledge needed by the Department.

Staff who do not transfer to posts in the Civil Service will be

entitled to redundancy compensation in 1line with normal Civil

Service rules and any redundancy procedure agreements in force
will be honoured.

What will happen to Dr Eltis?
Dr Eltis is entitled to Civil Service early retirement benefits.

i1 ’ . t taff DO 1 Ivea ]
redundancies?

Redundancy procedure agreements will be honoured.
SECTOR GROUPS AND THEIR CHAIRMEN

What will happen to NEDC members?

Members of Council and of the Sector Groups and Working Parties

have given freely of their time. The Government is grateful for
their contribution.

If {etad lecid : L t} E e : l
will that work be supported?

That will be entirely a matter for those taking part in the work
concerned. Private sector consultancy firms and other research
organisations will be able to undertake project work on behalf of
trade associations and interested parties.




NEDO'S FINANCES

What is NEDO' i fnnR o

For 1992-93, £5.33 million. NEDO also has some income from
conferences and receipts from sales of publications.

] i1l be tl cost of redundancy compensation for NEDO staff?

Cannot be assessed without detailed information about the staff
who will be made redundant.

- ¢ BEDO. 3 T 2 D . ] Rt M TN

TUC and CBI.

No. The Government does not need NEDC or NEDO to talk to the CBI,
the TUC, or any other party. Informal and direct, ad hoc
consultation likely to be much more worthwhile.

Hill T : for NEDQ t in aid to DTI?

Departments' spending programmes will be agreed in the Public
Expenditure Survey in the normal way.

Where will the money go?

Future savings will reduce calls on the Exchequer.




Much of the work of the Sector Groups and the Working Parties of
NEDC has been published. It will be for interested parties to
approach the Office on particular matters.

e : : b e B Fss

As I said in my statement, my Rt Hon Friend will announce details
of his plans to work closely with industry before the Summer
Recess.

hi the. BT aidl ta) b DEETEaS

No.

" hi ] I will ) ! the Offi
] Civil S . et o) luab] ’ Y I
NEDO staff no being thrown on the scrap heap?

My Rt Hon Friend the President of the Board of Trade will announce
details of his plans to work more closely with industry before the
Summer Recess. NEDO staff will carry their skills wherever they
go.

. L o . ’ Y e
o N TR

NEDC has never been forum for consultation on EC legislation and
Government will continue to consult interested parties about EC
directives in the normal way. No requirement in Treaty of Rome
for institutionalised consultation of management and unions.

REGIONAL ECONOMIC COUNCILS

o o S iy o T, vy




[BACKGROUND: the Northern Ireland Economic Council is an
independent grant-aided body established in 1977 to advise the
Secretary of State for Northern 1Ireland on economic policy in
Ulster. Ministers are not members of the Council which has a
small staff and makes its advice available in published reports.
It has no connection with the NEDC.]

Will G t abolish Scottish E ic C {17

No.

[BACKGROUND: the Scottish Economic Council was established in 1965
and reformed in 1971. It is chaired by the Secretary of State and
includes businessmen, trade unionists and other public figures and
meets three times a year to receive reports on the Scottish
economy . It has had a low profile in recent years but there has
been speculation that its role may be enhanced as part of the
Scottish Secretary's 'taking stock' exercise.]

i . = ) l tablish a Welsh E !
. i1? Is i ; .y ] ] 2DC?

No: the Government has not changed its plan for a Welsh Economic
Council. This would be a convenient way of consulting relevant
interests given the statutory role of the Welsh Development Agency

in economic development.

[BACKGROUND: manifesto commitment to establish a Welsh Economic
Council, chaired by Secretary of State or his nominee, to promote
economic development in the Principality.]




Treasury Chambers, Parliament Street, SWIP 3AG
OF1: 270 3000

PRIME MINISTER

NEDC AND NEDO

Your Private Secretary's letter cf 3 June recorded your agreement
to the proposals I have agreed with Michael Heseltine for the
abolition of the NEDC and NEDO.

If you are content, I propose to make the announcement by Oral
Statement on Tuesday 16 June. This date has been agreed with the
Business Managers. I attach a first draft of my Statement
together with Q&A briefing. I understand that both have been
discussed with DTI officials, and I shall be discussing the draft
further with Michael.

On Monday 15 June, I intend to see Walter Eltis and John Banham to
explain my proposals. I will also speak to Gillian Shephard, John
Patten and Michael Howard. On the morning of 16 June, I will
circulate the final Statement and briefing to Cabinet colleagues.
I will also warn Norman Willis immediately ahead of the

announcement.

I am copying this minute to Michael Heseltine, Richard Ryder, Tony
Newton and Sir Robin Butler.
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ABOLITION OF NATIONAL ECONOMIC DEVELOPMENT COUNCIL AND OFFICE

DRAFT STATEMENT BY THE CHANCELLOR

With permission, Madam Speaker, I should like to make a statement.

2 The National Economic Development Council and the National
Economic Development Office were established in 1962. In the
1960s and 1970s, they provided a helpful forum in which the
overall economy and the performance of individual sectors could be
discussed and debated. Much useful work was done and there was no
doubt that successive governments valued the role that NEDC

played.

3. But the era of corporatist bargaining with large interest
groups is now long passed. In the last decade, there have been
radical changes to the structure of business and industry. The
number of small firms and the self-employed has grown rapidly.
Large swathes of the former state sector have been privatised;
and international markets are increasingly integrated. The
British workforce has become more skilled and more specialised,
and with more flexible working practices, more varied career
patterns, and lower trade union membership. And Governments, not
just in Britain but across the world, have pursued more
market-oriented policies, the promotion of competition and the

smooth functioning of market mechanisms.




4. Against this background, it is clear that the NEDC no longer
reflects the needs and realities of the modern British economy.
Since its inception, the Council has been dominated by producer
interests. But its membership and structure cannot hope to
represent fully the interests and views of the whole range of
industry or the work force. And, paradoxically, the continued
existence of the NEDC in these changed circumstances may actually
have inhibited, rather than encouraged, the development of direct
contact on specific issues between the Government and trade unions

and other employee associations.

5ie Accordingly, and after careful consideration, the Government
has decided that the National Economic Development Council, and

the supporting office should now be abolished.

6. The Government continues to attach particular importance to
improving the effectiveness of our dialogue with industry.
Indeed, in recent years we have consulted more frequently and with
a wider range of interests than in the past on complex technical
subjects. This is true both in the formulation of domestic policy

and in the development of the UK's response to the increasing

range of draft EC directives as the Single Market approaches.

This partnership has served Britain well and it will continue.

< My Rt Honourable Friend the President of the Board of Trade

has already announced his intention to reshape some of his

SECRET
2




department to work more closely with industry and to reflect their

concerns. He will be announcing details before the Summer Recess.

8. The Sector Groups and Working Parties of the Council have
over the years made a valuable contribution, and some of the
issues addressed by the Council and these sub-groups will of
course remain on the agenda. Those most closely concerned in the
present range of NEDO's consultative activities may decide that
they wish to continue to liaise with each other, but it will be

for them to decide what is done, and how.

9. The National Economic Development Office has served the
Council and the Sector Groups and Working Parties well. But with

the end of the Council, and the change in the way the Government

intends to approach more detailed issues, the office itself will

no longer have a role. Accordingly, its work will be wound down
in an orderly fashion over the next six months. The office will

close on 31 December 1992.

10. It may be possible to offer employment to a small number of
NEDO staff in DTI and other Government departments. Those who do
not secure other employement in the Civil Service will be eligible
for redundancy compensation by analogy with the wusual Civil

Service rules.




11. The Government is grateful to the members of the Council and
the Sector Groups and Working Parties past and present, for the
contributions they have made to the work of the Council over the
years. I am grateful too to staff in the Office for their many
years of hard work in support of the Council's objectives.
Today's announcement is no reflection on any of them. And
finally, I should like to add a particular note of thanks to
Dr Walter Eltis, whose work as Director General I have greatly

appreciated during my term as Chairman of the Council.

12. Madam Speaker, the Government remains fully committed to
maintaining a close dialogue with industry and with all other

relevant interests. But I believe that this decision to bring the

National Economic Development Council to an end is the right one.

13. The age of corporatism is behind us. But a genuine modern
partnership between Government and industry remains as essential
as ever if we are to develop our policies to create in Britain a

strong, dynamic and competitive economy.
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§

ABOLITION OF THE NATIONAL ECONOMIC DEVELOPMENT COUNCIL AND OFFICE

Did the Government consult the TUC and CBI before deciding to
abolish the NEDC?

Both the TUC and the CBI were informed of our decision.

the TUC?

No. We are looking towards a less formal, more effective dialogue

with all those concerned with the wealth creating process.
INDUSTRIAL POLICY

What does the decision mean for industrial policy?

The Government will continue to take full account of the needs of

industry in developing its economic policies.

Abolition shows Government hasn't got an industrial policy and
! i st

Nonsense:

above all, industry needs low inflation. That is the

Government's primary economy objective;
last thing industry needs is Labour Party's so-called
industrial policy which would take us straight back to

the bad old day of the 70s;

ECRET RSON




Government will continue to work with industry. My RHF
the President of the Board of Trade will shortly be
announcing his plans to reshape his Department on a more
sectoral basis.

During the 1last ten years, we have seen important and radical
changes in industry and enterprise away from the corporatist ideas
of the 1960s and 70s towards a more flexible and dynamic economy.
It was appropriate at the beginning of a new Parliament that we
should review the role and work of the National Economic
Development Council and Office in the 1light of the changed
circumstances in which we find ourselves in the 1990s.

REDUNDANCIES

st current

Just over 100 staff are currently employed in the National
Economic Development Office. They will receive today a statement
informing them of the Government's decision to wind up the Council
and close the Office. Staff will also be given general guidance

on redundancy compensation.

What will happen to staff?

Some staff may be eligible for transfer to posts in the Civil

Service, provided they were originally recruited according to

Civil Service standards and procedures. Whether transfers are
possible must depend upon availability of suitable posts. NEDO
staff will, of course, be able to apply for Civil Service

recruitment competitions as and when they are advertised.




N

In addition, it may be possible to offer some NEDO staff limited
period contracts in the DTI, where they have exceptional

experience and knowledge needed by the Department.

Staff who do not transfer to posts in the Civil Service will be
entitled to redundancy compensation in line with normal Civil
Service rules and any redundancy procedure agreements in force

will be honoured.

What will happen to Dr Eltis?

Dr Eltis is entitled to Civil Service early retirement benefits.

rad unio

anci Z

Redundancy procedure agreements will be honoured.

SECTOR GROUPS AND THEIR CHAIRMEN

What will happen to NEDC members?

Members of Council and of the Sector Groups and Working Parties
have given freely of their time. The Government is grateful for
their contribution.

That will be entirely a matter for those taking part in the work
concerned. Private sector consultancy firms and other research
organisations will be able to undertake project work on behalf of

trade associations and interested parties.




EDQO'S FI

What is NEDO's grant in aid?

For 1992-93, £5.33 million. NEDO also has some income from

conferences and receipts from sales of publications.

Cannot be assessed without detailed information about the staff
who will be made redundant.

Cost of NEDO is a small price to pay for regular contact with the
TUC and CBI.

No. The Government does not need NEDC or NEDO to talk to the CBI,

the TUC, or any other party. Informal and direct, ad hoc
consultation likely to be much more worthwhile.

Will Treasury transfer NEDO grant in aid to DTI?

Departments' spending programmes will be agreed in the Public

Expenditure Survey in the normal way.

Where will the money go?

Future savings will reduce calls on the Exchequer.

privately-organised sector working parties?




Much of the work of the Sector Groups and the Working Parties of
NEDC has been published. It will be for interested parties to
approach the Office on particular matters.

Ty . ) x'of the & ki DArtidas

As I said in my statement, my Rt Hon Friend will announce details
of his plans to work closely with industry before the Summer
Recess.

Does this mean the DTI will take over the Office?

No.

NEDO staff no being thrown on the scrap heap?

My Rt Hon Friend the President of the Board of Trade will announce
details of his plans to work more closely with industry before the

Summer Recess. NEDO staff will carry their skills wherever they

NEDC has never been forum for consultation on EC legislation and
Government will continue to consult interested parties about EC
directives in the normal way. No requirement in Treaty of Rome

for institutionalised consultation of management and unions.

REGIONAL ECONOMIC COUNCILS

Will Government abolish Northern Ireland Economic Council?




[ BACKGROUND: the Northern Ireland Economic Council is an
independent grant-aided body established in 1977 to advise the
Secretary of State for Northern Ireland on economic policy in
Ulster. Ministers are not members of the Council which has a
small staff and makes its advice available in published reports.
It has no connection with the NEDC. ]

Will Government abolish Scottish Economic Council?

No.

[BACKGROUND: the Scottish Economic Council was established in 1965
and reformed in 1971. It is chaired by the Secretary of State and
includes businessmen, trade unionists and other public figures and
meets three times a year to receive reports on the Scottish
economy. It has had a low profile in recent years but there has
been speculation that its role may be enhanced as part of the
Scottish Secretary's 'taking stock' exercise. ]

Has Government scrapped its plans to establish a Welsh Economic

- {1? Is if S efertes Enlii s i ] ?

No: the Government has not changed its plan for a Welsh Economic
Council. This would be a convenient way of consulting relevant
interests given the statutory role of the Welsh Development Agency

in economic development.

[BACKGROUND: manifesto commitment to establish a Welsh Economic
Council, chaired by Secretary of State or his nominee, to promote
economic development in the Principality.]
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CONFIDENTIAL

- 10 DOWNING STREET
'LONDON SWIA 2AA

From the Private Secretary

3 June 1992

QLav GE&ANYﬂ

NEDC AND NEDO

You helpfully gave me an account of the Chancellor's meeting
with the President of the Board of Trade on the proposals to
abolish NEDC and NEDO.

In the absence of a bilateral with the Chancellor this week,
I reported directly to the Prime Minister the broad proposals
which emerged from their discussion.

It may be useful for you to know that the Prime Minister is
entirely content with the proposals as reported to me over the
telephone yesterday. The way therefore seems clear for the
Chancellor to proceed as proposed.

N
4m”£-bwgvl

K

Fline

Barry H. Potter

Jeremy Heywood, Esqg.,
H.M. Treasury.
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CONFIDENTIAL

PRIME MINISTER

NEDO

As requested, there will be no bilateral with the Chancellor this

week.

One issue on the agenda had been closure of NEDC and NEDO. I
have now had a report from the Private Office, on the

Chancellor's meeting with Mr Heseltine about the proposals.

The meeting went very smoothly. The agreed proposals are as

follows:

- abolition of NEDC and NEDO to be announced in Parliament

on 17 June;

- Mr Heseltine to find a new appointment for Walter Eltis

in good time;

- a small number of NEDO experts to be brought into DTI; one
senior DTI official is taking responsibility for

identifying the right staff and making the necessary
arrangements. (We will need to watch carefully just what Mr

Heseltine is proposing);

- the other three main Ministers involved - Mr Patten, Mrs
Shephard and Mr Howard - will be told of the Government's
plans next week; other Cabinet colleagues will be informed

much closer to the date of the announcement;
- Walter Eltis will be told no later than 48 hours before
the announcement (if it has not already been necessary to

discuss his proposed new appointment) ;

- Sir John Banham will be told 24 hours in advance; and

Norman Willis about an hour in advance.

CONFIDENTIAL




CONFIDENTIAL

I have asked the Treasury to ensure that a copy of the proposed
statement and further briefing are sent in good time for us to

feed in any No 10 comments.

e

BARRY H POTTER
2 June 1992

c\economic\nedo (kw)
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. .PRIME MINISTER

BITATERAL WITH THE PRESIDENT OF THE BOARD OF TRADE

You have a bilateral at 1700 with the President of the Board of
Trade on Monday 18 May. I attach a note from Sarah.

There are only two formal items on the agenda:

- the future of NEDC;

- the Post Office privatisation.

But, Mr Heseltine may well float other ideas.

Background
In Mr Heseltine's position, I might argue as follows.

s B Over the late 1980s a structural problem emerged in the
UK.

ii. Over the whole decade, domestic demand grew by around 3
per cent per annum - albeit very erratically. Growth in GDP
averaged nearly 2 per cent p.a. The gap was reflected in a

rising balance of payments deficit.

iii. Even in the midst of recession, there is still a
balance of payments deficit. That is now a chronic

structural feature in the UK economy.

iv. ©Unless domestic demand is restrained, that deficit will
grow. And unlike the 1980s, membership of the ERM will not
allow a downward adjustment of the exchange. Yet without
devaluation, the burden thrown on depressing domestic
demand, and forcing wage and price adjustment, is
politically unacceptable in terms of unemployment and output

consequences.

CONFIDENTIAL




CONFIDENTTAL

i The only viable approach is massive effort to remedy
the underlying structural weaknesses in the UK economy. 1In
essence, there has to be more rapid growth in exports and/or

import substitution.

Against that background, Mr Heseltine would advocate the

following role for his department.

More sectoral work. It was a mistake to abandon the old
DTI sector divisions. They need to be recreated. The

Government needs a picture sector by sector - a traditional

SWOT analysis (strengths, weaknesses, opportunities,
threats).

In the light of that, the Government must use existing and

new mechanisms to seize opportunities and exploit strengths.
For example, the focus on ECGD and ATP needs to be switched

more from overseas to domestic industry considerations.

Foreign Office considerations should be taken alongside the
scope for using such subsidies (for that is what they are)

to revive UK industry. That means a much stronger role for
DTI, in decisions on the amounts and direction of ECGD and

ATP support.

Finally a huge marketing effort to sell British products and

services abroad is required. It is a role Mr Heseltine is

ideally suited for. He will be lbokiﬁg for your backing for |

this role - and its consequences for DTI staffing.

There are flaws in this putative analysis and weaknesses in the

conclusions. But there is also some substance.

Staffin
Unofficial noises are already emerging that Mr Heseltine is not

much impressed by DTI staff. As Sarah's recent note indicated,
he regards them as relatively low calibre and lacking in private

sector skills. (Not wholly surprising; like the Treasury, there
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has been a loss to the private sector).
Mr Heseltine will draw a number of conclusions from this - most
notably on the future of NEDC.

NEDC and NEDO
You saw the Chancellor's minute on this subject last night, and

Sarah's advice. As requested, I wrote out today seeking the
further information Sarah suggested. (I also conveyed your view
that a rather different tone, than envisaged by the Chancellor,

would be appropriate in the oral statement.)

Sarah has provided further advice. The key point is that Mr
Heseltine will probably not resist closure of NEDC and NEDO -

providing you can accept three conditions:

is that the best of NEDO's staff should be recruited into
the DTI;

ii. that Walter Eltis specifically is brought on board,

and;

iii. that some of the work undertaken by sectoral working

parties is in future carried forward by DTI.

I checked with the Treasury this morning. They are content with
the appointment of Walter Eltis. And, provided the cost is
contained within existing running cost limits, they will not
oppose the recruitment of genuine high flyers from NEDO into

So far so good.

But Treasury will be less happy about continuing the work of the
sectoral groups. Why? Why not leave to the private sector?
However, you do not need to resolve this on Monday. Might the
best approach be to ask Mr Heseltine to put forward specific
proposals on sectoral work that you and the Chancellor can look

al - (You will also need to bring other colleagues,
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particularly Gillian Shephard, into the picture.) \\

\
Post Office Privatisation

Mr Heseltine proposes out-right privatisation of the Post Office.
This is surprising - is it to reassure critics about his

philosophical credentials?.

A difficult compromise emerged in drawing up the manifesto
(relevant section attached). Whatever one's Treasury's
instincts, the subsidy tqwspbjpost;éfiigésfkeeps many a village

' shop géiﬁg.tk?he politics of outright privatisation have always
éééméd'beybhd the pale for that reason.

The skill in the Manifesto compromise was that commercial

businesses, for example parcels and business letters, can be

progressively privatised, while service delivery each day to each

home and the network of sub post offices were protected.

If Mr Heseltine presses, you can, of course, agree to look at the
proposals for a rethink on this. But you may well wish to signal
caution - and question whether it would not be better to take the

present proposals forward vigorously.

Lty

BARRY H POTTER
15 May 1992
c\economic\trade (kw)
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NEDC/NEDO AND DTI

Sector Working Parties are of very mixed quality: some are
worth preserving in some form, others not.

DTI will be re-building some of its sectoral capability: it
is important that this should use effective 1links with
industrialists, not just desk-based officials. DTI will need
consultative groups in at least some cases. This is an
opportunity to retain the substance (not necessarily the
form) of the better sector working parties.

Linked into DTI instead of into NEDO, this should give senior
industrialists more, not less, confidence that their
contribution is worth the diversion of effort from their own
businesses. They will have a direct impact on policy-makers
instead of taking part in talking-shops.

There may be a few NEDO staff worth taking into DTI (though
general reputation not high).

There should not be an impression that NEDO and the SWPs are
being moved lock, stock and barrel to DTI: only some of these
activities are worth retrieving - best to start from a zero a
base and reconstitute just the good ones. (NB not all SWPs
are in DTI's field - eg construction (Environment) food
(MAFF), tourism (National Heritage) etc.
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PRIME MINISTER 15th May 1992

YOUR BITATERAL WITH MR HESELTINE

In theory, he only wants to discuss two issues:

a) NEDO

b) the Post Office

a) In practice, I am sure he will talk more generally about
the DTI - probably in the NEDO context.

As my earlier note to you explained, he is keen to take both
Walter Eltis and (say) 20 of the best of the NEDO people. If
you feel inclined to agree, you would have to make it clear
you did not want to see NEDO simply recreated under the
umbrella of the DTI, or you might find his bid rising in
number and status!

He is clearly frustrated by what he sees as the deficiencies
of the DTI. He argues that the reorganisation undertaken by

Nick Ridley (actually begun before that) has been a shambles.

If he talks about this, you might like to ask him to put a

paper to you on how he would propose to organise the DTI,:

rather than give him carte blanche.

b) He is keen to go ahead with full privatisation of the
Post Office, and says he has the support of the Chief Whip.
You would certainly want to check that.
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I cannot feel that you would wish to change a carefully-
worked out policy, agreed with Peter Lilley (no privatisation
slouch) and detailed in the Manifesto. You could urge Michael
Heseltine to get on with introducing competition, and
lowering the monopoly to the level of the first-class letter

post, as detailed in the Manifesto (copy attached).

& :
) ONOM
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THE BEST FUTURE FOR BRITAIN

m Inspections of local authority homes will be carried
out by teams that contain lay inspectors and are
independent of the influence of the management of
the homes.

All of the privatised utilities have a specialist regulator who is
responsible for promoting competition, reviewing prices and
protecting the public interest. We have introduced legislation to
increase the powers of these regulators to the level of the strongest.
m We are ensuring that the regulators have the powers
they need to promote competition and safeguard the
interests of the customer by controlling price
increases. We will increase competition in the gas and
water markets. :
We are giving the regulators powers to set standards
of service, covering such matters as fixed appointment
times for service calls. 7

SR

5 }« THE POST OFFICE

The Post Office is among the best in Europe for speed and
reliability of its letter services. Traffic has grown by 50 per cent in
a decade in which it has operated without a subsidy. Last year the
first-class letter service achieved record improvements in reliability.
The local post office is a vital and valued feature of the rural
community.

In 1981 we introduced private competition for deliveries costing
over £1. This led to the rapid growth of the private courier industry,
with substantial benefits to business users. We believe that further
benefits to consumers would flow from additional competition.

m We are committed to maintaining a nation-wide letter
service with delivery to every address in the United
Kingdom, within a uniform structure of prices, and
with a nation-wide network of post offices. :

We will legislate to set up a2 new independent
regulator to advise on issues affecting Post Office
customers, and on the progressive mtroducnon of :
competition. ¥

CHOICE AND THE CHARTER

We will set performance targets for the Post Office
and ensure they are published in all offices, together
with results aclueved.

We will ensure there is effective redress for customers
where services fnil

We w111 lower the llmﬁ on the Post Office monopoly
much closer to the level of the first class stamp, =
We will provxde 1mproved scope fo; eontrnct r
carrynuilto final delivery ofﬁces.. e

We will cqnslder requests to hcense limited specullst
services to oompete thhm the Post Office monopoly

.
./ WHITEHALL & WESTMINSTER

Whitehall must move with the times. It is over a decade since the
last major restructuring of the departments of government. Since

then:

Two-thirds of the state industrial sector has been privatised,
transferring about 900,000 jobs to the private sector.

Government has reduced the burden of regulation and the
need for central bureaucracy.

Civil Service manpower has been reduced by almost a quarter.

Many of the functions of government have been devolved from

Whitehall.

The Citizen’s Charter programme is bringing new quality to
public services.

We will continue to reorganise central government in tune with its
modern role, while devolving and contracting-out executive
functions. We want to ensure that the drive to save money, to
reduce bureaucracy and raise quality is powerfully led from the
centre of government.
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Barry Potter Esq
Private Secretary to
Prime Minister

10 Downing Street
LONDON

SW1

Dec; @\”ﬂ :

Thank you for your letter of 15 May. I am sorry that, given the
limited scope for consultation with other Departments, I am unable
to answer your questions as fully as I would like.

f

I attach a list of the current sector groups and their chairmen.
I understand that the chairmen are usually the most important and
prominent members.

I very much regret that I cannot give you other details of which
groups are the most active and effective without consulting other
Departments and checking with NEDO (which obviously we would not
want to do at present).

However, so far as we can establish no more than a handful of
NEDO's 110 staff are on secondment from the Civil Service or other
organisations. It would be wise to assume therefore that the
overwhelming majority of the current staff would have to be made
redundant. Some may be eligible to apply to transfer into the
Civil Service under the normal rules for NDPB staff but, in
present circumstances, it would be unrealistic to assume that many
would be able to find Civil Service posts in Central London.

I am afraid we would need to consult NEDO to establish a breakdown
of their staff, and to identify high calibre officials.




I am sorry that I cannot provide more information than this.

Finally, I attach a slightly revised presentational line which has
not yet been seen by the Chancellor.

do s,

06\/& gf’\/ Je¢/

/(0 JEREMY HEYWOOD

Principal Private Secretary
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ABOLITION OF NEDC AND NEDO: DRAFT STATEMENT

After careful consideration, the Government has decided that the
National Economic Development Council (NEDC) and the National

Economic Development Office (NEDO) should be wound up.

At the time of their establishment these bodies provided, in the
economic and industrial context of those days, a useful forum for
discussing the overall economy and the performance of individual

sectors. Much useful work was done.

In the last decade, however, there have been radical changes to
the structure of business and industry. We have seen rapid growth
in small firms and self-employment, the spread of privatisation,
and the increasing integration of international markets. The
British workforce has become more skilled and more specialised,
and we now see more flexible working practices, more varied career
patterns, and lower trade union membership. Governments, not just
in Britain but across the world, have pursued more market-oriented
policies, the promotion of competition and the smooth functioning
of market mechanisms rather than corporatist bargaining with large
interest groups which characterised the heyday of the NEDC.
Paradoxically, moreover, the existence of the NEDC may have tended
to inhibit, rather than encourage, the development of direct
contact between the Government on the one hand and the TUC and

industrial groups on the other.




Accordingly, we have decided that, valuable though its work has
been in the past, NEDC is an institution which no longer fully
reflects the diversity and dynamism of today's economic

environment. (?his does not, of course, mean that Government

departments will cease to listen to the voices of those currently

represented on the Council;? Consultation with the CBI, TUC and

SJ

other bodies representing industrial, employee and consumer
interests will ef-Tourse continue, but not through the formal

Council mechanism.

With no further meetings of the Council, there is no need to
retain the infrastructure of the National Economic Development
Office though some of its activities may well continue at the
initiative of interested parties. Where Government, trade
associations, wunions and other groups want to call on external
help to conduct studies of individual issues, they can now readily
commission that from the whole range of research institutions,
consultancy firms and similar bodies which have come into being
since the 1960s. Government departments will be prepared to carry
on, through other relationships, any activities which fill gaps in

their existing consultation arrangements.
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LIST OF NATIONAL ECONOMIC DEVELOPMENT OFFICE SECTOR_GROUPS AND WORKING PARTIES

Current sector groups and working parties:

CHEMICALS INDUSTRY

Specialised Organics Sector Group
(Chairman: Mr Brian Street, Chairman of Air Products plc)

Biotechnology Sector Group
(Chairman: Mr David Barnes, Executive Director of ICI)

CONSTRUCTION INDUSTRY

Construction Industry Sector Group
(Chairman: Sir Christopher Foster, Director in Coopers & Lybrand, Deloitte)

ELECTRONICS INDUSTRY
Electronics Industry Sector Group
(Chairman: Sir Ivor Cohen, Chairman of Remploy Ltd and Director of AB

Electronics and Océ (UK))

Electronic Components Sector Group

(Chairman: Mr Eric Hammond, former General Secretary of EETPU)

Electronic Applications Sector Group
(Chairman: Mr Alan Benjamin, Director of ICL)

ENGINEERING INDUSTRY

Engineering Industry Sector Group
(Chairman: Mr Bill Jordan, President of the AEU)

Engineering Skills Working Party

(Chairman: Mr Ian Gibson, Managing Director of Nissan Motor Manufacturing (UK)
Ltd)

FOOD INDUSTRY

Food Sector Group
(Chairman: Prof George Bain, Principal of the London Business School)
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GARMENTS AND TEXTILES INDUSTRY

Garments and Textiles Sector Group

(Chairman: Sir Ronald Halstead, Dep Chairman of British Steel, Director of the
Centre for Policy Studies and Chairman of the Industrial Advisory Development
Board)

TOURISM AND LEISURE INDUSTRY

Tourism and Leisure Industries Sector Group
(Chairman: Sir Brian Wolfson, Chairman of Wembley Stadium Ltd and Chairman of
the National Training Task Force)

Competitiveness in Tourism and Leisure Working Party
(Chairman: Mr A Crichton-Miller, Director of the Rank Organisation plc)

OTHER SECTOR GROUPS AND WORKING PARTIES

European Public Purchasing Working Party
(Chairman: Sir John Cuckney, Chairman of 3i Group plc)

London Traffic Management Systems Action Group
(Dr John Ashworth, Director of the London School of Economics)

Strategy For Success Working Party
(Chairman: Not appointed)

Water Effluent Treatment Technology Working Party

(Chairman: Mr Geoffrey Truesdale, Chairman of Consultants in Environmental
Services Ltd) ‘
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10 DOWNING STREET
LONDON SWIA 2AA
From the Private Secretary 15 May 1992
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NEDC AND NEDO

The Prime Minister was most grateful for the Chancellor's
minute of 12 May, outlining the mechanics of abolition of NEDC
and NEDO; and considering how the proposed abolition might best
be presented.

The Prime Minister is broadly content with the Chancellor's
proposals. 1In particular he very much shares the Chancellor's
view that the existence of NEDC, in practice, tends to inhibit
direct contact with the TUC. As the Chancellor notes, this is
undesirable.

The Prime Minister agrees that the announcement ought to be
made by oral statement in the House. (It seems unlikely that a
Written PQ would suffice.) The Prime Minister continues to be
concerned, however, about striking the right balance in that
statement. The line in the present draft note (attached to the
Chancellor's minute) could be improved: there are one or two
sections which seem unnecessarily provocative. On further
reflection the Prime Minister has concluded that a gentler, more
ameliorative, tone would be appropriate.

Finally, the Prime Minister would also be grateful for
further background on some practical implications of the closure.
Could the Treasury, as a matter of urgency, please provide
information on the following.

(i) Who are the chairmen and most important members of the
sector groups/working parties? What will be their
likely public reaction to abolition?

(ii) Which of these groups have been most active? Which are
perceived by their industries to be most useful and
effective? Are there any recent reports which can be
identified?

How many civil servants are on secondment to NEDO and
from what departments? Are there any high calibre
members of NEDO staff which the Government might wish
to absorb?
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(iv) How many people would need to be made redundant, ie.
could not be returned to some other body from whom they
are seconded, lent, etc. by abolition?

most helpful if this information could reach me by close of play

y For the reasons I explained over the telephone, it would be
\lthis evening.

BARRY H. POTTER

Jeremy Heywood, Esq.,
H. M. Treasury
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PRTIME MINISTER 14th May 1992

NEDC and NEDO

,
\ {1 ~x
A4

The Chancellor's note is all right as far as it goes. But I

think we do need to have a more convincing answer to the
Banham-type questions, and to have sorted these out with

Michael Heseltine, before the Chancellor goes ahead.

Michael Heseltine asked me about it again after Cabinet. I
reminded him he would have another opportunity to discuss it
with you next week.

He is still keen on the Walter Eltis idea. I do think it is a
good one, and that if properly presented Walter will not
think it is infra dig. Michael Heseltine will get sensible
economic advice from Walter, and I think that is going to be

important.

The President will press you to allow him to scoop up more of
the best NEDO people at the same time. I warned him that you
did not want to see NEDO simply recreated with the DTI. He
argues:

That the DTI 1is a very poor department, with

insufficient talent and/or knowledge of industry;

The best NEDO people do have that knowledge and

government should not simply throw it away.

He was talking of wanting to take 20 people in with Walter.
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There is a balance to be struck between letting him run away
with NEDO and allowing him to inject a few good people into
what is certainly not the best department in Whitehall. He is
clearly beginning to get quite revved up about its
deficiencies. I think that by the time you see him it would
be useful to know more from the Treasury about where NEDO
staff come from (how many are Whitehall secondees who will
return to departments like the DTI anyway) and what their

quality is like.

I also think it would be useful to have more information from

the Treasury as to who the leading industrial lights of the

sectoral working parties are, and what their attitude is
likely to be. At the very least, you need to be forewarned of

where the fire will be coming from amongst industrialists.

You might therefore care to ask the Treasury for the

following information:

Who are the chairmen and most important members of the sector

groups/working parties? What are their likely reactions?

Which of these groups are most active and/or perceived by
their industries to be most useful and effective? Which are

the most notable recent reports?
How many civil servants are on secondment to NEDO, and from
what departments? Which members of NEDO staff, if any, would

the government wish to absorb?

How many people would be made redundant by its abolition?
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The draft line to take obviously does not deal with the
response of the DTI to abolition of NEDO. It will hopefully
look rather better when that element is included. You may
also want to be a bit more specific about consultation by the
Department of Employment of both employers and trade
unionists. And you will want to consult more colleagues about
the detail before going ahead.

{\ ’
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PRTME MINISTER

NEDC AND NEDO

The Chancellor has now sent the Treasury minute you asked for,
outlining the mechanics and presentation of abolition of the

NEDC and NEDO. The minute is attached at Flag A.

At Flag B is a note from Sarah. She rightly identifies certain
weaknesses in the Treasury minute. Sarah lists a number of items

where further information is required.

If you are content, I would propose to write out as Sarah

suggests tomorrow.

We need to press Treasury for an early answer. You are seeing
Michael Heseltine for a bilateral on Monday 18 May - this subject

is bound to be raised.

If possible we need an understanding with Treasury, particularly
on the transfer of any NEDO staff to DTI before you see Mr
Heseltine. (The Chancellor did make the point, at an earlier
bilateral, that any transfer of NEDO staff to DTI should not lead
to a net addition to DTI staff numbers).

/' Content/to proceed as above?

~

BARRY H POTTER
14 May 1992
c\economic\nedo (kw)
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Treasury Chambers, Parliament Street, SWI1P 3AG
O71-270 3000

PRIME MINISTER

NEDC AND NEDO

I undertook to send a minute outlining the mechanics of abolition
of the NEDC and NEDO and considering how such a step might be
presented. Provided it is properly handled I am convinced that

such an announcement will be well-rece