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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

Programme for Recovery — TUC Economic Review 1982
Published by Trades Union Congress, February 1982
Printed by Macdermott & Chant Ltd

The Reconstruction of Britain
Published by Trades Union Congress, August 1981
Printed by Twentieth Century Press

Regenerating our Inner Cities: A TUC Policy Statement
Published by: Trades Union Congress, July 1981
Printed by Macdermott & Chant Ltd
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POLICY IN CONFIDENCE

Ref. A092/1207

MR TURNBULL

Relations with the  TUC

I had a long telephone call from Norman Willis this morning.
He is putting out a circular to TUC affiliates (copy attached)
which, while he realises that it may appear bland, is regarded as
significantly consolatory in TUC terms. His message was that he
and the rest of the "NEDDY 6" want to develop a working
relationship with the Government. They would like to have a
meeting with the Prime Minister, but want to suggest this in a
form which would be acceptable to him and do not want to make an
open approach which would be turned down. What they have in mind
is that the Prime Minister might agree to chair the first meeting
of NEDC under the new administration, which is on 17 July, when
there will also be a new Director of the CBI. The TUC would

regard that as a helpful signal of the Prime Minister's wish to
keep channels open.

2 Mr Willis also mentioned for completeness that the European
TUC would be seeking a meeting with the Prime Minister at the
start of the UK presidency. According to Mr Willis, this is a
regular event which has never been turned down by the head of the
Government holding the presidency (although you may want to check
whether Mrs Thatcher held such a meeting). It is, however,

different from the domestic exercise mentioned above.
3 Mr Willis said that the TUC would also be seeking courtesy
meetings with the Secretary of State for Employment and the

Secretary of State for Trade and Industry in the usual way.

4, I said that I would report Mr Willis' approach to the Prime
Minister but that, since he was now away until 27 April, he will
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not be able to take any early view. I commented that the way in
which Mr Willis was approaching the matter seemed to me to be
helpful. I said that, when I knew what the Prime Minister's

plans were in relation to the chairing of the NEDC meeting on

17 July, I would let him know.

S. Mr Willis was obviously determined to be conciliatory and
not to put the Prime Minister in any sort of difficult public
position. If you could let me know in due course whether the
Prime Minister has considered chairing the NEDC meeting on
17 July and what his attitude is towards it - and indeed to the
general overture from the TUC - I will make a response to

Mr wWillis.

Fe. 3.

ROBIN BUTLER

16 April 1992
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IN REPLY PLEASE QUOTE
CIRCULAR NO. 30 (1991-92)
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The General Council will seek to work constructively. The greater the difficulties
which lie ahead for employment, the greater is the need for the closest involvement
of representative trade unions and representatives of employers in reaching a shared
imderstanding of what needs to be done.

Every Government needs to work on behalf of all the people - those who voted for
them and those who did not. We need each others help to build a sound foundation for
the future. In trying to establish a consensus agenda for the British people the greatest
unity In practice must be maintained throughout the wrade union Movement.

In the months ahead the General Council will be considering TUC priorities; not only
in order to defend ourselves against any attempted disruption of orderly inter-union
relationships, or attacks on union organisatior and finance, but also to build up and
project the role of trade unions in creating a successful, modern economy.

Yours sincerely

NORMAN WILLIS

General Secretary




PRIME MINISTER

TUC MEETING WITH THE GOVERNMENT

Sir Kenneth Couzens saw Mr. Graham and Mr. Marks of the

TUC this evening. S ——— . n—

—

The points which the TUC will put to Mr. Walker are
similar to those put at their private meeting with him - the
intransigence of the Government and the NCB; the solidity of

the hard core of the strike; and the "Willis ErOpOSltlon

that there should De a return to work and a time-limited

discussion of a new Plan for Coal.

Sir Kenneth Couzens asked why a public meeting had been
proposed since the TUC would not be saying anything more than
they had said in the private meeting. Graham and Marks
indicated that the proposal had been put against the advice of

» . . m .
the TUC officials and appeared simply to be a device to get

———ETTE SR,
the TUC through the next thirty-six hours or so, because they
SRS i

did not knoijhat else to do.

—r— =

Further discussion with Graham and Marks elicited that

the TUC were thinking of achieving a settlement simply by not

driving any of the current points of difference to an issue -
"by stopping banging heads against brick walls". Sir Kenneth
Couzens pointed out that there were also some "brick walls"™ on
the NCB side, i.e. they must not be asked to withdraw the

6 March closure programme. There should be a return to the
procedures which applied before the strike, probably with the

enhancement agreed with NACODS. The TUC officials said that

this was precisely what they were envisaging.

Sir Kenneth Couzens pointed out that any talks on this
sort of basis would have to be between the NCB and the NUM,
not between the TUC and the Government. The TUC officials

acknowledged this, and said that the most that the TUC would

be asking forcyas an assurance that the Government would not

prevent the from undertaking talks on this sort of basis.

]




Mr. Walker thinks that the meeting with the TUC should

take place on Friday, not tomorrow, SO that he can have a full

s

twenty-four hours to prepare tactics. We have arranged for

him to come in and see you for half-an-hour before Cabinet.

You will want to discuss with him:

—
a. what the tactics with the TUC should be.

b. what should be said to Cabinet.

y

Mw. g"‘ﬂ“"‘" Tl Comning bekr My, Ring 3¢ 042y in Bassele,

" b TN

Ye. R B.

12 December, 1984
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10 DOWNING STREET
!,'/ _),_‘{;// \ O ONL

———

Andrew

Those present at a meeting with
the PM on Tuesday, 14 December
1982:-

Prime Minister

S/S Scotland

S/S Industry

Mr., J. Langen, Vice Chairman,
Scottish TUC

Mr .J. Milne, General Secretary,
Scottish, TUC

Reverend J. McIndoe, Convenor

Church of Scotland
Father Frank Kennedy,
Roman Catholic Church

Councillor L. McGarry, Strath-
clyde Regional Council

Councillor N. Stobo, Glasgow
District Council

Councillor J. Frew, Motherwell
District Council

Mr. E. Marwick, Glasgow Chamber of

Commerce
Mr, H. Morrison, Chief Executive
Scottish Council.
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MEETING WITH THE SCOTTISH TRADE UNION CUNGRESS AT THE
HOLIDAY INN, GLASGOW, AT 1700 HUURS ON WEDNESDAY 1 SEPTEMLER

Present:

Prime Minister General Council:

Mr Alex Fletcher, Mr. A. Barr - Chairman
Parl. Sec., Scottish Office (Div. Officer, NUR)

Mr Gavin McCrone Mr. J. Langan - Vice Chairman
Secretary and Chief Economic (Nat. Officer, ASTMS)
Adviser, Scottish Econ. Planning
Department

Mr. F.E.R. Butler

Mr. H. Wyper - lreasuer
(Reg. Sec., TGWU)
Mr. W. Cowan
(Scottish Div. Officer, USDAW)
Mr. R. Curran
(Scottish Secretary, NUPE)
Mr. T. Dougan
(Reg. Officer, AUEW, Eng. Section)
Mr. W. Dougan
District Delegate, ASBSBSW)
Mr. C. Gallacher
(District Organisation Officer,
NALGO )
Mr. R. Gillespie
(Branch Sec., SGAT)
Mr. K. Hickson
(Scottish Officer, COHSE)

Mr. J.C. Lewis
(Scottish Divisional Officer,
ISTC)
Mr. D. MacGregor
(Scottish Organiser, GMWU)
Mrs J. McKay
(TGWU)
Mr. A.B. McLuckie
(Scottish Officer, EETPU)
Mr. J. Morrell
(Reg. Secretary, GMWU)
Mr. J.D. Pollock
(Gen. Sec., Educ. Inst. of Scotla
Mr. E. Reilly
(Scottish Officer, SCPES)
Mr. R.R. Webster
(Sec., Aberdeen Trades Council)

Mrs M. Wilson
(President, Scottish Carpet
Workers' Union)

Miss G Wood
(Scottish Organiser, GMWU)




Scottish TUC

Mr J Milne - Gen. Secretary
Mr. J. Henry - Dep. Gen. Sec.

Mr. D, Harrison - Asst Sec.
Research

Mr. W. Speirs - Asst Secretary

Mr. A. McCall
Mr. R. McDonald

% K K KKK KKK KR

The Prime Minister welcomed the Scottish TUC. She said

that she always was willing to accept requests toreceive
deputations from the English, Scottish or Welsh TUCs, and to
hear what they had to say. ©She invited the Scottish TUC to

open the discussion.

The Chairman of the Scottish TUC said that four speakers
would lead on benhalf of the STUC. He asked Mr. James Milne,

General Secretary, to speak first.

Mr, Milne said that the state of the Scottish economy, and
particularly the level of unemployment, was a matter of great
concern to the Scottish TUC. The malaise of the western world
was affecting the UK more severely than any other?ﬂg%g%t Belgium.
The Government's policy was having a limited effect on inflation,
but they had failed to cut taxation as promised and the
combination of their policies was having a devastating effect
on demand and particularly on investment. More investment

was needed in the United Kingdom, but new technology was itself

a factor adding to unemployment,

Quoting the figures for Scotland, Mr. Milne said that the
average unemployment in 1979 had been 185,000 and in the first

seven months of the preseggdyear was 363,500: 43%3% of the
unemployed were under 25,/ of them 43% had been unemployed for
more than 6 months and 25% had been unemployed for more than a
In total 100,000 people in Scotland had not had a job

year.
for more than a year and many of them would never find a job

/again,
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again, and this had a grave impact on their sense of dignity,
family life and indeed health and the suicide rate.

The worrying feature of the number of redundancies was
the proportion - almast half on Clydeside - which was due to
total closures, and this feature made the problem more severe
than any other parts of the United Kingdom. These closures
had affected new industries as well as old ones, for example,
the Invergordon smelter project; but when old and respected
firms like Carron went owt of business the situation was
particularly serious.

Mr. Milne said that the present situation could not last
much longer. Oil revenue was being used to maintain the
unemployed instead of refurbishing industry. Forecasts of
improvement were unjustified, as the CBI and most economic
forecasters admitted. But the situation was not immutable.

It would be possible to introduce a programme of public
investment, for example in electrifying the railways, the
manufacture of o0il and gas from coal, the development of coal
as a chemical foodstuff; and if it was asked where the money
was to come from, it could be pointed out that the money had
been found for Trident and the Falklands. The STUC particularly
regretted the decision that the SHAA could not use £10m. saved
from the previous year for adapting houses for old people. New
schools and new hospitals were also greatly needed.

Summing up, Mr. Milne said that the mood in Scotland was
one of anger that things had got as bad as they had. Reflation
was greatly needed: the longer it was delayed, the more
painful the period of adjustment would be,

Mr. Lewis (Iron and Steel Trades Federation) said that,
after improving their productivity and after accepting a

33% wage increase in 1981 followed by no increase in 1982,

the Scottish steel workers were threatened with being consigned
to the dole queue. If that happened, it would be difficult to
convince anyone ever again that compliance with management
policies would be rewarded. The Secretary of State for Scotland

/had
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had said that the Government were committed to maintaining

a Scottish steel industry, but there was evidence that the
British Steel Corporation were devoted to destroying Scottish
steel., He was not ashamed to join with the CBI in urging a
programme of investment and infrastructure. The gas
gathering pipeline had been a flagrant missed opportunity:
Ravenscraig could have produced the steel for it. The
Scottish TUC had noted the Prime Minister's remark in the
context of John Brown's that contracts should be honoured
unless wars intervened. He asked why it was that even in May

of this year BSC was importing steel from Argentina.

Mr. Hickson (COHSE) recalled that the dispute in the
National Health Service had been in progress for five months.
Even the Chairman of the BMA had said that NHS staff had been

subsidising the NHS for years. Despite the efforts of the

Government to divide the categories of staff in the NHS, a

common front had been maintained. The Govermnment said that

there was no money for higher pay, but where it was needed

it had been made available, for example for senior civil servants,
judges and the police. Very little had so far been said from

10 Downing Street: it was time for the Prime Minister to
intervene and introduce some flexibility. The unions should

not be asked to negotiate under a predetemmination of what the

result would be.

Referring to the talks about future pay arrangements

for the NHS, Mr. Hickson said that this needed a political
will on the part of the Government to make some meaningful
steps covering comparability and what DHSS Ministers called
"gbsolute values". Mr. Hickson said that he was sure that
the Government recognised that there was no political capital
in oppressing low paid NHS workers: meaningful negotiations
were therefore required both on this year's settlement and

on long term arrangements to take NHS outside the arena of

confrontation.

/Mr. Langan




-5=

Mr. Langan (ASTMS) said that the Prime Minister had the

reputation of being a poor listener. As a result her Government's

economic policies had been a disaster. Unemployment in many
communities was at horrendous levels and the Government was
presiding over the decimation of the industrial base. The
Daily Record had that day recorded that 100 companies had gone
bankrupt in Scotland during the present year: others were

only holding on by their fingernails, with massive short-time
and work sharing. The social cost of unemployment, particularly
among school leavers, would last for a long time. The Scottish
TUC and many members of the CBI were in accord in calling for a
change in policy and for reflation through public works and
reductions in energy costs.

Mr. Langan pointed out that since April 1982 Britain had
for the first time in its industrial history been importing
more manufactured goods than it had exported. Tais was the road
to ruin. The o0il wealth was being squandered, and this was not
as a result of economic circumstances:. the Government had
deliberately embarked on its present course. The people of
Scotland had rejected the present Government's policies at the
last General I3'1ectlonal)l‘c was almost as if the Government had
set out to vindicate all the fears of the Scottish people.

That was his proposition: the people of Scotland would be
waiting to hear the Prime Minister's answer.

The Prime Minister said that in the short time available

she would try to deal with as many possible of the points made.
Mr. Milne had talked about a reduction in demand: this was not
accurate. If there was inflation, +this could only happen
because the growth of money was outstripping production. No

Goveruament could detngig%iggy money injected into the economy

was divided between/imports and productivity: in the last
decade out of every £100 injected into the economy, £95 went

to inflation and imports, and £5 to production. The increase

of import penetration occurred because British consumers did not
choese to buy British goods. Every purchase of a foreign car
represented an import of foreign steel, and it saddened her to

see so many foreign cars even in the steel towns. But the
solution was nct import controls: exports were still 29% of

/British
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British output and if we put up the shutters, other countries

would do the same. The only solution was to make our goods
competitive, and it was relevant that between 1975 and 19280 unit
wage/salary costs in manufacturing had almost doubled in the

United Kingdom, whereas they went up by one-third in the

United States, one-sixth in Germany and stayed almost flat in

Japan. She agreed with Mr. Milne that investment was needed

and that labour saving investment added to unemployment in the short runm.
unless such investment was taken British industry would not

become competitive. There was nothing new in this: during

her time in Parliament, there had been substantial reductions in employ-
in the coal industry, steel and in agriculture; and if British
industry did not adapt and become capable of meeting the

increasing competition from the developing as well as the

developed world, no Government could in the end protect it.

She understood the concern expressed by the STUC about the

loss of established companies like Carron: but Britain was not

the only country facing such problems - another example was

the difficulty of AEG in Germany.

The Prime Minister noted that several speakers had referred
with approval to the programme advocated by the CBI. The CBI
had asked for a reduction in inflation,and inflation was coming
down; they had asked for reduced interest rates, and the 5%
reduction in interest rates since the previous autumn had saved
industry nearly £1%b.; they had asked for a cut in the National
Insurance Surcharge, and a cut had become effective in August,
saving £640m.; they had asked for help for small businesses,
and this was being given; and they had asked for reduction
in industrial rates, which depended in the final resort on the
ability of local authorities to contain their costs. The
Prime Minister shared the concern expressed about the effect of

unemployment among young people, and said that the Government

were working towards a situation which they hoped to attain by

September 1983 in which all school leavers would have the choice
of staying on at school, doing a job or undergoing training if

they could not get a job.

/The Prime Minister
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The Prime Minister said that the Government wanted to
keep tax down, but they could not be blamed both for failing
to get taxes down and for failing to increase expenditure.
Dealing with what Mr. Hickman had said about the National
Health Service dispute, she pointed out that expenditure on the
NHS had increased from £9.3b. in 1979/8 to £14.5b. in 1982/83.
Even before the current offer to the nurses the pay bill had
increased from £1.45b. to £2.64b. - an increase of 82% over a
period in which inflation had gone up by 30% in terms of
movement in the Retail Price Index. This was partly the
result of increasing the number of nurses by 39,000 in England
and Scotland, but the Government had also honoured the Clegg
recommendations and shortened the working week. In the National
Health Service in Scotland the total staff had increased from
51,000 in 1961 to 122,000 in 1981, and over the same period
the average number of occupied beds had fallen from 53,000
to 48,000. It was true that the number of patients treated
had increased by 33% over that period, but this increase was
nothing like as big as the number of staff: when every man,
woman, and child in the country was already paying £265 per

. compared with 178 in {92§?80

year for the National Health Service/ it was legitimite to ask
whether they were getting value for money. Above all it had
to be remembered that money from the Government meant money from
the taxpayer, and there was a limit to what the Government could
ask the taxpayer to provide, The offers to the NHS workers
compared well with settlements reached with other public service
groups. In reply to interventions, the Prime Minister said
that she did not propose to intervene in the Health Service
dispute, nor did she think it right to refer it to arbitration:
the offer was a fair one, and the Government could not leave it
to third parties to determine what the taxpayers could afford.

Summing up the Prime Minister said that in the short time
available to her she had tried to put some facts to the TUC

which she hoped that they would have in mind and pass on to their
members.

Ee R.

4 September 1982
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Meanwhile, the abolition of exchange controls has allowed invest-
ment capital tc flood out of the country since the end cf 1979,
and, as a corollary, fixed capital expenditure in manufacturing,
which was climbing slowly to mid 1979, has since collapsed to less
than three quarters of its peak '79 level - and shows no serious

signs of moving up.

3. The Government's uccess" he en to slightly reduce inflation
having earlier raised it mtic and to increase the burden
The price of this "success" has indeed been a high
human and economic termse. Unemployment in Scotland
more than doubled from a 1979 average of 181,500 to an average
63,500 in the first seven months of 1982. Over significant
of Scotland numbers approaching and sometimes exceeding

-

one in four of the workforce are out of worke. Politicians and
the media appear anaesthetised by the scale of the horror to what
that means at e level of the individual, the community and the
economy e A closer look at some of the figures sends a chill of

horror up the spine at their implications for the future. Of the

~

er cent -~ were under 25 years of age. Of these young

348,831 registered unemployed in Scotland in July, 149,377 -
D
p

almost 43
people, 64,718 - just over 43 per cent - had been on the register
for over six months and almost a quarter of them had had no job
for over a year, All the pious hopes which Government Mini

nave expressed for an upturn in the economy cannot conceal or dissclve
£ g

their lives for over a year. Neither can the moral exhortations

the immeasurable human tragedy of nearly 35,000 young Scots wastin

‘e
4

of Government Ministers disguise the fact that 35,000 young people
wasting their lives for a year places an ugly question mark over
their future. What experience or understanding has the Prime
Minister and her Cabinet of the impact of prolonged unemployment,

in a community without perceivable hope for the future, on the

minds and sccial development of young people? The General Council
urges the Prime Minister to think deeply on this issue before yet

again proclaiming "there is no alternative",

4, The human costs of the economic holocaust, which the Prime Minister's

Government has brought upon the people of Scotland, are not bornee../
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e es/bOrne exclusively by the young. In particular, older workers.

building the Scotland we used to enjoysy

over 55 who still bothered to register
as unemployment in Ju 5 per cent of the age group
have been oyment : r six months and 18,729 - almost half

of all over 55 ! been on the gi » for over one year.

no serious sign of improvement in
Ministers of the Government are now

AL Ll

talking ing the next election with 3 million unemployed on
the register, he Natior Institute of Economic and Social Research
- "in the spring of last year output
did not mark a sharp turning point; recession
and, short-term fluctuations apart, the
tled down to a level of activity not
arAcdlv different from that at the trough of the recession. Treasury
Ministers, who argued early in 1981 that an upturn was imminent, have
continued to put their faith in a spontaneous recovery that is always,
apparently, just around the corner. Similarly, forecasters symaphetic
to the medium-term financial strategy, who also forecast a strong
natural recovery, have found themselves obliged to postpone the moment
of take off. Not only have forecasts been progressively revised
.down over the past eighteen months, but expectations of a recovery
to be dependent upon the assumption of
'

true, for example, of the latest London

ol projection National Institute Economic Review,

6e A leading firm of London stockbrokers, Simon and Coates, has noted
that if the Government's implicit target for the winter wage round

of 6 per cent is met, there will be a continuing depression of consumer
demand with knock-on effects on industrye. They calculate an 113%

increase in real disposable earnings is necessary to boost cons UmeTrees/




e s o /consumer demand and hence 1ift the economy. In their temperate
"it is difficult to avoid the conclusion that
83 consumer upswing actually depends on
the Government's targ T settlements being exceed€desececcss
The conditions th £ seem right for an increase in output next
year, with the extent being paradoxically dependent on the level of
pay settlements this winter. In the short-term, higher pay
settlements will mean more bouyant consumer demand, and a sharper

cyclical recovery". (The Economics Analyst, Simon and Coates,

September 1982), Health Service workers will note this point.

It appears therefore that a growing body of opinion, even amongst
those most sympathetic to the Government, is arguing for a substantial

change in direction. Never in our recent economic history has

»

~

there been a more pressing and urgent case for the Government and
its Leader to show qualities of statesmanship: the statesmanship
required to accept that a change of course is needed. The trade
union movement has consistently argued for the reflation necessary
to start turning the economy round and getting the country back to
WOTrkKe The longer the change is delayed the more painful the
process will be and the longer the recovery will take.
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7. Today in September 1982, the Scotttish economy 1is already devas'ed.
Recent developments in the steel industry now appear to threaten the
entire future of yet another of Scotland's basic industries. The
future of steel is not primarily threatened by international factors
beyond the control of the British Government, although it is readily
acknowvledged that these are extremely unhelpful. The primary
problem is the collapse of demand in the domestic economy as a direct
result of the Government's policies. An indication of the extent

of this collapse can be gained by looking at the Index of Industrial
Production for Scotland for 1979 and 1981. In the second quarter of
1979 shipbuilding, marine engineering and vehicles had an IIP figure
of 74. In the fourth quarter of 1981 this had fallen to 61. The
collapse in general metal goods over the same period was even sharper
from 80 to 53. The disappearance of whole areas of the engineering
industry from Scotland, and the huge cuts which have been experienced
elsewhere in Britain, lie at the roots of the real problems facing the
steel industrye. Further, the Government's blind unreasoning
antipathy to the nationalised industries, and its attempts to force the
BSC onto a Procrustean bed of ideological dogma, have so reduced BSC's
capacity that Britain is now the only major steel producer in Europe
wnable to meet home demand from home outpute Britain is already
therefore in the situation where the end of the recession must mean
that wve are a significant net importer of steel, in perpetuity.

This is absolutely unacceptable for economic, strategic and security
reasons. The question of steel imports is returned to below.

8. Reference has been made to the Government's antipathy to public
enterprise, and it is clear that the nearly 400 redundancies planned

at Parkhead Forge are a direct result of the philosophy of privatisation
applied to steel. It is interesting to note the relationship between
employment and capacity in the public and private sectors of the

British steel industry during the present Government's term of Office.

oL

BSC employment fell from 184,000 in 1979 to 84,800 in 1982, whilst

private sector employment over the same period fell from 142,000 to
126,900, BSC's capacity in 1979/80 was 23.3 million tonnes, which
fell to 20.7 for 1981/82. Private sector capacity fell from 5.0
million tonnes to 4.8 over the same period. Crudely speaking,

this means that in 1979 every BSC employee produced 126,500 tonnes




ess/tonnes of steel, which had increased to 244,104 in 1982. In
the private sector by comparison, each worker produced 39,440 tonnes

in 1979 which had fallen to 37,820 tonnes in 1982, On this basis

it would appear that the efficiency of the public sector far outstrips
that of the private sector and is growing, compared to a slight decline
in the private sector. We respectfully suggest that the Prime
{inister might wish to reconsider her ideological predilictions in the

light of cold reality, in this field as in others.

9« Employment in the steel industry in Scotland has fallen sharply
during the present Government's period of Office. From over

20,000 in the mid 70s, the pattern over the past three years has been
as followse.

Employment - BSC Scottish Plants

Ravenscraig/Gartcosh
Dalzell

Lanarkshire

Hallside

Craigneuk
Glengarnock
Clydebridge
Clydesdale

BSC employment in Scotland has therefore fallen to 70.5% of its
1979 figures, and will fall further to 59.1% if the redundancies
now proposed by the BSC are carried through.
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10. As the steel industry has contracted, unemployment in the steel
@

towns has soared The following table compares the figures for Ma
1

1979 with June 1982,

Unemployment in

March 1979 103,074
June 1982 194,870

Steel Communities

March 1979 n June 1982

% Rate Male | Total % Rate Male
% I U'd %

Kilbirnie 11.7 | 1,673 20.5 22,5

(Kilbirnie & Paisley ‘ {16,598 19.9
T T{: .:‘. ) i

1

Cambuslang ' 5 L 2,141

Rutherglen 3" L 7,177

-

Parkhead f : 1 9,812

Easterhouse : 5,784

(Glasgow City TTWA) 20,789 99,978

Airdrie | 29304 o | 4,922

Coatbridge | 3,015 6 5,363

Bellshill 51,318

Motherwell ( 1,822

Shotts ‘ 614 8.3

| 2'0\)9 8.4

Blantyre | 1,020 12483

(N Lanark TTWA) 16,178 11.5% 10.8

In June 1982, of the 10 UBO areas in Strathclyde with the highest
unemployment rates in the region, 6 were in areas with significant
steel employment (Rutherglen, Easterhouse, Parkhead, Blantyre,

72 T e .
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The closures and redundancies recently announced at Ravenscraig,
Parkhead Forge and Clydebridge, and the further redundancies planned
at Ravenscraig, will directly add 2,000 to the dole queues in the

East End of Glasgow and North Lanarkshire, The multiplier effect
has not yet been calculated in detail, but could be at least a further
1,000 jobs lost in the area.

11« Scotland has had enough. The tide of closures and redundancies,

apparently inexorable, stops here. The workers at the plants involved
are pledged to fight the proposed closures and redundancies, and have
the full support of workers throughout the Scottish steel industry,

and the STUC. What is at stake is rather larger than the 2,000 jobs
directly involved. It is known that the BSC 1is reviewing its entire
operation, and Mr MacGregor has made no secret of the fact that he may
seek the total closure of a further major integrated plant - possibly
Ravenscraige If that were to come about it would be the death of the
steel industry in Scotland, with incalculable effects on the entire
Scottish economy.

The General Council of the STUC serves-notice on the Prime Minister
that the BSC and the Government will face the united opposition of the
people of Scotland if the BSC seeks to proceed with the redundancies,
announced or yet to be announced.

12« On this issue lMr MacGregor appears to be at variance with the
Government. The threat to Scotland's steel industry exists, if his
words count for anything. Yet the Secretary of State for Scotland
has publicly committed himself to the future of the Scottish steel
industrye The General Council suggests that the Prime Minister asks
the Secretary of State for Scotland and the Secretary of State for
Industry to meet Mr MacGregor, and establish whether differences exist
between the Government and the BSC on the future of steel in Scotlande.

13. There appears to be evidence that the BSC has been preparing the
ground for a further rundown in its Scottish operations, The General
Council has been told that steel plates for Scottish shipbuilders have
recently been sourced at Scunthprpe rather than Clydebridge - on the face
of it an illogical move, unless someone were seeking to close Clydebridge.
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Contraction in markets has led to plants elsewhere being put on sho
time working, rather than facing redundancies. This has not been
offered as an option in Scotland. The Secretary of State for Scotland
has much to discuss with Mr MacGregor, if he is to uphold his commitment

to the Scottish steel industry.

14. There is much the Government could do to ensure the future of our
steel industry. It could review the financial constraints and break-
even requirements it has imposed on the BSC in a very difficult market
situatione. It could cease its savage attacks on British manufacturing,
and hence On steel demand, already referred to. It could curtail the
haemorrhage of investment funds abroad, and encourage investment in
domestic industry and the infrastructure, so stimulating steel demand.
It could encourage consumer demand, to similar effecte. It could
reduce energy costs which are putting, not only the steel industry,

but much of our manufacturing at a serious international disadvantagey
and it could act to restrain imports,

15 In the six years from 1970-1975, steel imports into Britain were
running at an annual average of 2,877,000 product tonnes per annume.

In 1980 and 1981 this had risen to an average of 3,983.500 product tonnes
per annum -~ at a time when the domestic market was declining and the

BSC, with the blessing of the Government, was shedding capacity. Of
late around two thirds of the imports have come from EEC countries, who
have been notably less enthusiastic about reducing capacity than Britaine
But if the trend of the first six months of this year is maintained,
Britain will in 1982 import about 1.5 million product tonnes of non-EEC
steel, just under the annual dapacity of Ravenscraigs The Prime

ini n o) that non-EEC imports this yegr ing¢luded
Minister may care to note P ) y ?"’i

significant quantities from Argentina in FebruanyaukLApri}fﬁ" The
Government could with great ease act to restrain imports from non-EEC
countries and could, with a:little ingenuity reduce EEC imports

also. This would facilitate the stabilisation of BSC's capacity and
begin to reverse the process whereby Britain, alone amongst major
European steel producers, is becoming a net importer of steel.
this to be achieved, however, Government action and statesmanship are
required, rather than the tired platitudes, whose consequences have brought

For

Britain closer to the ranks of a third rate industrial powere.
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. 16e The dispute between the Government -and the workers employed
in the National Health Service is now in its fifth monthe The
trade unions involved have conducted their campaign - for an
entirely justified 12% wage increase = with dignity and a con=-
cern for the people the NHS looks after: its patients. This is
hardly surprising when the workers involved are dedicated to
Providing a caring service, and always have been - a fact on
which the Government have traded shamefully.

17. Accident and emergency cover has been maintained throughout.
It has to be said - and a recent editorial in the "Lancet" said

it - that the Government (and the Secretary of State for Social
Services in particular) have given the distinct impression that
they would not be too dismayed to be able to lay the bodies of a
few dead patients at the door of the NHS trade unions. Throughout
five months, they have been unable to do so.

18. The General Council of the STUC firmly supports the NHS
workers! case. They are scandalously underpaid. They know
they are underpaid, the unions known they are underpaid, and
the general public know they are underpaid: no amount of press
advertising by the DHSS will alter that basic facte.

19. Scottish working people are proud of their National Health
Service, and concerned at the danger it appears to be in,

through chronic under-payment of its staff. The Chairman of

the British Medical Association has spelled out quite clearly

that health service workers, through their low wage levels,

have been subsidising the NHS for years. It is the responsibility
of society as a whole to pay for the NHS, not its workers,

20. There is no doubt whatsoever that public opinion is firmly
with the NHS workers = that is indicated in every public opinion
poll, as well as through petitions, lobbies, etc. There is no
doubt, either, that the NHS workers are united in their
determination to achieve a just settlement - that has been seen
quite clearly in the RCN ballot rejection of the Government's
crude attempt to divide the.nurses from other NHS staff, and in
the powerful statements of support which have come from senior
NHS medical and administrative staff.

ves/




1. The Government have said there is no money available. The
public does not believe this, the NHS workers do not believe

this and the STUC General Council does not believe this. The
recent awards of 18.6% to judges, 14¢3% to senior civil servants
and 10.3% to the police camnot be ignored. Nor can the public
avareness - particularly acute in Scotland - of the enormous
sums which the Governmment has earmarked for the purchase of

the "Trident" submarine-launched nuclear missile system.

22, In short, the STUC General Council is determined to do all
in its power to ensure justice for the NHS workers. Trade
unionists throughout the country will undoubtedly continue

their support for their health service colleagues, through the
natural sympathy which they have for fellow workers in a caring
service. We call on the Prime Minister to make a direct inter-
vention to settle this dispute, and to ensure that in future
health service workers are not forced into the position of having
to take industrial action to maintain a civilised standard of

living.

DH/EF
WS/TJ
1 September 1982







Meanwhile, the abolition of exchange controls has allowed invest-—

ment capital to flood out of the country since the end of 1979,
and, as a corollary, fixed capital expenditure in manufacturing,
which was climbing slowly mid 1979, has since collapsed to less
than three " ers JS 2ak '79 level - and shows no serious

signs of moving

Government's "success" has been to slightly reduce inflation
earlier raised it substantially, and to increase the burden
The price of this "success" has indeed been a high
one in both human and economic terms. Unemployment in Scotland
has more than doubled from a 1979 average of 181,500 to an average
363,500 in the first seven months of 1982, Over significant
parts of Scotland numbers approaching and sometimes exceeding
one in four of the workforce are out of worke. Politicians and
media appear anaesthetised by the scale of the horror to what
that means at the level of the individual, the community and the
economy . A closer look at some of the figures sends a chill of

horror up the spine at their implications for the future. Of the

348,831 registered unemployed in Scotland in July, 149,377 -
almost 43 per cent - were under 25 years of age. Of these young
people, 04,718 = just over 43 per cent - had been on the register

for over six months and almost a quarter of them had had no job

for over a year, All the pious hopes which Government Ministers
have expressed for an upturn in the economy cannot conceal or dissolve
the immeasurable human tragedy of nearly 35,000 young Scots wasting
their lives for over a year. Neither can the moral exhortations

of Government Ministers disguise the fact that 35,000 young people
wasting their lives for a year places an ugly question mark over

their future. What experience or understanding has the Prime
Minister and her Cabinet of the impact of prolonged unemployment,

in a community without perceivable hope for the future, on the

minds and social development of young people? The General Council
urges the Prime Minister to think deeply on this issue before yet
again proclaiming "there is no alternative",

human costs of the economic holocaust, which the Prime Ministe

Government has brought upon the people of Scotland, are not borne../
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«eo/borne exclusively by the young. In particular, older workers
who have given their lives to building the Scotland we used to enjoys
suffered sharplye. )f those over 55 who still bothered to register
as unemployment in July, 27,357 = 72.5 per cent of the age group -
have been unemployment for over six months and 18,729 - almost half

over 5 he gister for over one year.

S5¢ On ) oliciles re 1s no serious sign of improvement in
the fores ) future 2 linisters' of the Government are now
ection with 3 million unemployed on
nstitute of Economic and Social Research
he spring of last year output
ut this did not mark a sharp turning point; recession
merg int mi-stagnation and, short-term fluctuations apart, the
economy appear have settled down to a level of activity not
markedly different from that at the trough of the recession. Treasury
Ministers, wi | early i 98 } an upturn was imminent, have
recovery that is always,
corner. imilarly, forecasters symaphetic
-term financial strateg who also forecast a strong
natural recovery, have found themselves obliged to postpone the moment
of take off. ] ¢ - been progressively revised
down over the past eight Nnol 1t expectations of a recovery
next year re now R “ou dependent upon the assumption of
true, for example, of the latest Londoz

(National Institute Economic Review,

6e A leading firm of London stockbrokers, Simon and Coates, has noted
that if the Government's implicit target for the winter wage round

of 6 per cent is me “here will | continuing depression of consumer

I

demand with ki <=on effects on industr; They calculate an 11%%

increase in real disposal ' scessary to boost consumeress/
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« s o /consumer demand and hen 1ift the economye. In their temperate

language they conclude "it difficult to avoid the conclusion that
the assumption of a stronq 1983 consumer upswing actually depends on
the Government's targets & ay settlements being exceededecsessee
The nditi herefore seem rigl or an increase in output next
year, with the exter being p joxically dependent on the level of
pay settlemer hi inte n th hort-term, higher pay
settlemen 111 mean more boi : Oonsume smand, and a sharper
onomics Analyst, Simon and Coates,

Service workers will note this point.

of opinion, even amongst
arguing for a substantial
istory has
the Government and
the statesmanship
required to ac hat a change of urse is needed. The trade
union movement has 51 : gued for the reflation necessary
to start turning the economy roun nd getting the country back to
worke he 1ongcr the change is delayed the more painful the

process wi e and the longer the recovery will take.
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7. Today in September 1982, the Scotttish economy is already devas?.ed.
Recent developments in the steel industry now appear to threaten the
entire future of yet another of Scotland's basic industries. The
future of steel is not primarily threatened by international factors
beyond the control of the British Government, although it is readily
acknowvledged that these are extremely unhelpful. The primary
problem is the collapse of demand in the domestic economy as a direct
result of the Government's policies. An indication of the extent

of this collapse can be gained by looking at the Index of Industrial
Production for Scotland for 1979 and 1981, In the second quarter of
1979 shipbuilding, marine engineering and vehicles had an IIP figure
of 74 In the fourth quarter of 1981 this had fallen to 61, The
collapse in general metal goods over the same period was even sharper

from 80 to 53. The disappearance of whole areas of the engineering

industry from Scotland, and the huge cuts which have been experienced
elsewhere in Britain, lie at the roots of the real problems facing the
steel industrye. Further, the CGovernment's blind unreasoning
antipathy to the nationalised industries, and its attempts to force the
BSC onto a Procrustean bed of ideological dogma, have so reduced BSC's
capacity that Britain is now the only major steel producer in Europe
unable to meet home demand from home outpute. Britain is already:
therefore in the situation where the end of the recession must mean
that we are a significant net importer of steel, in perpetuity.

This is absolutely unacceptable for economic, strategic and security
reasons. The question of steel imports is returned to below.

8. Reference has been made to the Government's antipathy to public
enterprise, and it is clear that the nearly 400 redundancies planned

at Parkhead Forge are a direct result of the philosophy of privatisation
applied to steel. It is interesting to note the relationship between
employment and capacity in the public and private sectors of the
British steel industry during the present Government's term of Office.
BSC employment fell from 184,000 in 1979 to 84,800 in 1982, whilst
private sector employment over the same period fell from 142,000 to
126,900, BSC's capacity in 1979/80 was 23.3 million tonnes, which
fell to 20.7 for 1981/82, Private sector capacity fell from 5.6
million tonnes to 4.8 over the same period. Crudely speaking,

this means that in 1979 every BSC employee produced 126,500 tonnes




ees/tonnes of steel, which had increased to 244,104 in 1982, In

the private sector bv comparison, each worker produced 39,440 tonnes

in 1979 which had fallen to 37,820 tonnes in 1982. On this basis

it would appear that the efficiency of the public sector far outstrips
that of the private sector and is growing, compared to a slight decline
in the private sectore. We respectfully suggest that the Prime
Minister might wish to reconsider her ideological predilictions in the

light of cold reality, in this field as in others,

%9« Employment in the steel industry in Scotland has fallen sharply

during the present Government's period of Office, From over

20,000 in the mid 70s, the pattern over the past three years has been
as followse.

Employment - BSC Scottish Plants 1979-1982

31/3/79 29/3/80

Ravenscraig/Gartcosh 7+ 390 7,125
Dalzell 1,110 1,000
Lanarkshire 395
Hallside 605
Craigneuk 1385
Glengarnock 290
Clydebridge 1,150
Clydesdale 2,615

14,940
BSC employment in Scotland has therefore fallen to 70.5% of its

1979 figures, and will fall further to 59.1% if the redundancies
now proposed by the BSC are carried through.
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10. As the steel industry has contracted, unemployment in the steel
towns has soared. The following table compares the figures for Mar

1979 with June 1982.

Unemployment in Strathclyde

March 1979 103,074 945%
June 1982 194,876 17+7%

Steel Communities

March 1979 E June 1982

Total % Rate Male | % Rate
U'd %

Kilbirnie | 930 1.7 | 20.5

(Kilbirnie & ] 3 j el 17 4
TTWA) _

Cambuslang 12.0

Rutherglen j 3 24.7 | 7,171

e

Parkhead : } 1442 9,812

Easterhouse | | 5,784

(Glasgow City TTWA) 99,978

Airdrie 4,922

Coatbridge

Bellshill

Motherwell

Shotts

Wishaw

Blantyre

(No Lanark

In June 1982, of the 10 UBO areas in Strathclyde with the highest
unemployment rates in the region, © were in areas with significant
steel employment (Rutherglen, Easterhouse, Parkhead, Blantyre,

Kilbirnie and Motherwell).
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The closures and redundancies recently announced at Ravenscraig,
Parkhead Forge and Clydebridge, and the further redundancies planned
at Ravenscraig, will directly add 2,000 to the dole queues in the

East End of Glasgow and North Lanarkshire. The multiplier effect
has not yet been calculated in detail, but could be at least a further
1,000 jobs lost in the area.

11« Scotland has had enoughe The tide of closures and redundancies,
apparently inexorable, stops here. The workers at the plants involved
are pledged to fight the proposed closures and redundancies, and have
the full support of workers throughout the Scottish steel industry,

and the STUC. What is at stake is rather larger than the 2,000 jobs
directly involved. It is known that the BSC is reviewing its entire
operation, and Mr MacGregor has made no secret of the fact that he may
seek the total closure of a further major integrated plant - possibly
Ravenscraige If that were to come about it would be the death of the
steel industry in Scotland, with incalculable effects on the entire
Scottish economy.

The General Council of the STUC serves-notice on the Prime Minister
that the BSC and the Government will face the united opposition of the
people of Scotland if the BSC seeks to proceed with the redundancies,
announced or yet to be announced.

12. On this issue Mr MacGregor appears to be at variance with the
Governmente. The threat to Scotland's steel industry exists, if his
words count for anything. Yet the Secretary of State for Scotland
has publicly committed himself to the future of the Scottish steel
industrye The General Council suggests that the Prime Minister asks
the Secretary of State for Scotland and the Secretary of State for
Industry to meet Mr MacGregor, and establish whether differences exist
between the Government and the BSC on the future of steel in Scotland.

13. There appears to be evidence that the BSC has been preparing the
ground for a further rundown in its Scottish operations. The General
Council has been told that steel plates for Scottish shipbuilders have

recently been sourced at Scunthorpe rather than Clydebridge - on the face

of it an illogical move, unless someone were seeking to close Clydebridge.
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Contraction in markets has led to plants elsewhere being put on shozx
time working, rather than facing redundancies. This has not been
offered as an option in Scotland. The Secretary of State for Scotland
has much to discuss with Mr MacGregor, if he is to uphold his commitment

to the Scottish steel industry.

14. There is much the Government could do to ensure the future of our
steel industrye. It could review the financial constraints and break-
even requirements it has imposed on the BSC in a very difficult market
situation. It could cease its savage attacks on British manufacturing,
and hence On steel demand, already referred to. It could curtail the
haemorrhage of investment funds abroad, and encourage investment in
domestic industry and the infrastructure, so stimulating steel demand.

It could encourage consumer demand, to similar effect. It could

reduce energy costs which are putting, not only the steel industry,

but much of our manufacturing at a serious international disadvantagey

and it could act to restrain imports.

15¢ In the six years from 1970-1975, steel imports into Britain were
running at an annual averace of 2,877,000 product tonnes per annume.

In 1980 and 1981 this had risen to an average of 3,983.500 product tonnes
per annum - at a time when the domestic market was declining and the

BSC, with the blessing of the Government, was shedding capacity. Of
late around two thirds of the imports have come from EEC countries, who
have been notably less enthusiastic about reducing capacity than Britaine
But if the trend of the first six months of this year is maintained,
Britain will in 1982 import about 1.5 million product tonnes of non-EE
steel, just under the annual capacity of Ravenscraige. The Prime
Minister may care to note that non-BEC imports this year included
significant quantities from Argentina in February pias), The
Government could with great ease act to restrain imports from non-tEEC
countries and could, with a:little ingenuity reduce EEC imports

also. This would facilitate the stabilisation of BSC's capacity and
begin to reverse the process whereby Britain, alone amongst major
European steel producers, is becoming a net importer of steel. For
this to be achieved, however, Government action and statesmanship are

required, rather than the tired platitudes, whose consequences have brought

Britain closer to the ranks of a third rate industrial power.
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. 16 The dispute between the Government and the workers employed

in the National Health Service is now in its fifth monthe. The
trade unions involved have conducted their campaign - for an
entirely justified 12% wage increase = with dignity and a con-
cern for the people the NHS looks after: its patients. This is
hardly surprising when the workers involved are dedicated to
Providing a caring service, and always have been - a fact on
which the Government have traded shamefully,

17. Accident and emergency cover has been maintained throughout.
It has to be said - and a recent editorial in the "Lancet" said

it - that the Government (and the Secretary of State for Social
Services in particular) have given the distinct impression that
they would not be too dismayed to be able to lay the bodies of a
few dead patients at the door of the NHS trade unions. Throughout
five months, they have been unable to do so.

18. The General Council of the STUC firmly supports the NHS
workers' case. They are scandalously underpaid. They know
they are underpaid, the unions known they are underpaid, and
the general public know they are underpaid: no amount of press
advertising by the DHSS will alter that basic facte

19 Scottish working people are proud of their National Health
Service, and concerned at the danger it appears to be in,

through chronic under-payment of its staff. The Chairman of

the British Medical Association has spelled out quite clearly

that health service workers, through their low wage levels,

have been subsidising the NHS for years. It is the responsibility
of society as a whole to pay for the NHS, not its workers.

20. There is no doubt whatsoever that public opinion is firmly
with the NHS workers - that is indicated in every public opinion
poll, as well as through petitions, lobbies, etc. There is no
doubt, either, that the NHS workers are united in their
determination to achieve a just settlement - that has been seen
quite clearly in the RCN ballot rejection of the Government's
crude attempt to divide the.nurses from other NHS staff, and in
the powerful statements of support which have come from senior
NHS medical and administrative staff.

ooo/
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21, The Government have said there is no money available. The

public does not believe this, the NHS workers do not believe

this and the STUC General Council does not believe thise. The
recent awards of 18.6% to judges, 14.3% to senior civil servants
and 10.3% to the police cannot be ignored. Nor can the public
avareness - particularly acute in Scotland - of the enormous
sums which the Government has earmarked for the purchase of

the "Trident" submarine-launched nuclear missile system.

22, In short, the STUC General Council is determined to do all
in its power to ensure justice for the NHS workers. Trade
unionists throughout the country will undoubtedly continue

their support for their health service colleagues, through the
natural sympathy which they have for fellow workers in a caring
service. We call on the Prime Minister to make a direct inter-
vention to settle this dispute, and to ensure that in future
health service workers are not forced into the position of having
to take industrial action to maintain a civilised standard of

DH/EF

ws/TJ
1 September 1982
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10 DOWNING STREET

From the Private Secretary 2 September 1981
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I enclose the record of the
Prime Minister's discussion with the
TUC about inner city policy, which toock
place here yesterday.

"1 am copying this letter and enclosure
to John Halliday (Home Office), Terry Mathews
(Chief Secretary's Office, HMT) and
Richard Dykes (Department of Employment).

)’zﬁms NV

Mk Rl

D.A. Edmonds, Esq.,
Department of the Environment.
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NOTE OF A MEETING WITH TUC REPRESENTATIVES ON POLICY

FOR THE INNER CITIES HELD AT 1500 HOURS ON TUESDAY
1 SEPTEMBER AT 10 DOWNING STREET

Present:

Prime Minister Mr. A.W. Fisher
Chairman, TUC General Council

Mr. D. Basnett
Chairman Economic Committee

MG A D Eain
Chairman, Public Services Committee

Mr. K. Gill
Chairman, Equal Rights Committee

Home Secretary

Secretary of State for
the Environment

Secretary of State for
Employment

Chief Secretary

Mr. C. Jenkins
Chairman, Education Committee

Mr. W.H. Keys
Chairman, Employment Policy and
Organisation Committee

M S Paryy
Chairman, Social Insurance and
Industrial Welfare Committee

Mr. L. Murray
General Secretary.

Mr. N.D. Willis
Deputy General Secretary.

Mr. K. Graham
Assistant General Secretary.

Mr. D. Lea
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The Prime Minister, welcoming the TUC representatives, said

that the state of the inner cities was a difficult, serious and
deep problem which successive Governments had attempted to tackle

with limited success. Mr. Fisher said that the TUC had issued

its document early in July. This happened to coincide with the
disturbances in several major cities, and therefore focussed
national attention on what the TUC saw as a major problem.

When meeting the Prime Minister the previous October, the TUC
had hinted that the range of problems facing the country could
lead to social unrest in some of the cities. These potential
effects of going further into recession, with high unemployment ,

had now come to reality.

Outlining the key points in the TUC document, Mr. Murray

saidthat the TUC claimed no monopoly of concern or wisdom,

but hoped that their suggestions would help to concentrate minds
as the Government tackled the problem. The events of July were,
in a sense, a distorted mirror image of many of the problems in
our society. The TUC, through its various committees, had been
working on individual aspects, such as occupying the unemployed,
and the issues of ethnic minority education. The shock of the
riots had emphasised a sense of alienation and polarisation. It
would be less than honest to deny that the TUC thought the
Government's policies had contributed to a new divisiveness.
Unemployment was a major factor. There had been a diminution

in respect of law and order. The TUC had always condemned the
use of violence, but did not believe that the police were above
criticism. In setting out the proposals for improvements, the
TUC had suggested a comprehensive programme, emphasising above all
the need to provide work. This involved more resources, but,

in their view, the social need coincided with sensible economics.
The TUC had never simply believed in throwing money at problems.
It would be mainly for the Government to respond to their proposals
as action lay within the Government's power. They acknowledged
that there was an issue of priorities. They did not believe that
mere diversion of resources was the answer, and the document

made the case for additional resources. The young unemployed

were a special problem. The TUC acknowledged that the Government

had made moves to help them with the July package, but aspects of

/this
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this seemed misconceived - especially tying some of the support

to the wage levels of some of the people. There was also

growing criticism within the trade union movement on aspects of the
Youth Opportunities Programme. An effective training element was
essential. Without this, there was a risk that union support

would be undermined. The trade union movement was looking for

a comprehensive national commitment, involving Government, unions,
and employers. The TUC shared much of the approach of the Home

Affairs Select Committee on race relations.

The Prime Minister said that she and her colleagues were

about to start discussing Mr. Heseltine's report on his visit
to Merseyside and would also be looking at Mr. Scarman's report

when that was complete. The day's discussion could not pre-empt

specific issues to be looked at in that context, but she would

ask Mr. Heseltine to outline his impressions from his visit.

She emphasised that he had gone to Merseyside as an example of

an urban area with major problems. There was no intention to
concentrate on one to the exclusion of others. Many areas shared
the problems caused by the decline of traditional industries.

The Government had offered certain special programmes, for example
on education, for some years, but the problem had still not been

solved.

Mr. Jenkins commented that the state of inner city schools

was continuing to decline. There was a wide disparity in standards
between different LEAs. Population migration worsened the inner
city position. The TUC felt that unemployment was at the heart

of these problems, and would get worse as new technologies
threatened office movement. Young people were left in a hopeless
situation if they had no prospects of work after receiving their

basic education. The Prime Minister commented that Liverpool

had at least two modern schools (Netherley and Paddington) with
the best equipment, one of which she had opened herself as

Education Secretary. Now those schools could not fill their roles.

/The Secretary of State
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The Secretary of State for the Environment said that

his report to the Prime Minister and colleagues must remain
private, and decisions on it would have to be discussed
collectively. Whilst he could not therefore press particular
ideas that he might have put to colleagues in the present

forum, he could set out his impressions from a two and a half
week visit to Merseyside, in which he had been free to find

out for himself how people had reacted to recent events and

what their pre-occupations were. First, the central problem
was a national one, of which the inner cities were only a

part. In general, the inner cities could not offer the same
quality of life as the leafy suburbs. Those in a position to

do so inevitably decided to move out. Those left behind all tended
therefore to be the unskilled, handicapped, etc. The local
authorities were left to provide for these groups, and the
problem was thereby compounded as the areas became increasingly
unattractive for other sections of the population. Industry
generally was now controlled from London. Even the unions
themselves were now centrally organised. Central and local
Government seemed both massive and distant. He had been accused

of cutting subsidies to these areas. But nothing he had seen

changed his view. He was seeking to cut current consumption, so

that he could press for restored capital programmes from the
resources thus released. The previous Government had already
cut capital programmes by half. In the inner cities, the level
of rates was a further disincentive to new investment decisions
in the private sector. The situation was desperate, and it was
international. The traditional approaches to these problems

would not reverse the decline, but could only delay the process.

Mr. Fisher commented that public expenditure cuts were

blamed for the social tension in the inner cities. In those
areas there were often very few jobs outside the public sector.
It was not possible simply to turn the tap off and expect no
reaction. Mr. Heseltine said that. to any policy change there
were opposing vested interests, yvet many local authorities

had achieved the Government's 5.6 per cent target. It was this
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kind of effort which could release resources for more creative
expenditure. He had not cut the metropolitan counties' share

of funds except in reversing the last Government's expansion

of spending for London.

The Home Secretary said that it was important to look at

the police service in the right perspective. The riots had been
a dramatic experience for those in the police and responsible
for the police. Other countries had had even worse experiences,
but our police service had been facing considerable strains
for many years. There was certainly scope for improving
police/community relations in some areas, and he would never wish
the police to be above criticism but it was too easy to judge
the service as a whole on the basis of the instinctive reactions
of the rawest recruit. He did not accept that Chief Constables
tended to cover up lapses, indeed, in the disciplinary cases which
came to him on appeal he often felt that the Chief Constables

had been too tough. There would always be mistakes, but in very
difficult circumstances. People were quick to criticise, and slow
to praise when policing was effective and thoughtful, as - for
instance, over the previous weekend in Nottinghill. He had heard
from the Liverpool police of the provocation they faced - with
officers brought from outside to help - during the protest march
against the Chief Constable. ;

The Chief Constable/gﬁgged that he should not apply for a ban.
The result of the provocation was to polarise relations between
the police and much of their community. Co-operation between
the Chief Constables and the police authorities was essential.
He was trying hard to calm down the unfortunate breakdown on

Merseyside. The right sort of police training was essential,

and improved recruitment offered the necessary flexibility for

this. There was a great deal to be done. He was also anxious
to see more coloured policemen, although this was proving difficult
both on grounds of educational achievement and because, in the

riots, coloured policemen had often been particular targets.
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Mr. Keys said that he was shocked at the hostility shown
during the riots. The environment in which many young people
were living promoted violence. The Government's policies had
very much accentuated the differences. The July package of
employment measures was far too little. Young people were
losing all confidence. YOP was not expanding in sensible ways.
The £23.50 allowance was becoming a matter of ridicule. This
problem of offering hope for the young was crucial. Government
had to tackle it effectively and quickly. In particular, the
present recession must come to an end before too long, and this
surely provided an opportunity to invest in the young. Serious
efforts needed to be taken on the training front before employers
joined unions in losing confidence. The Government also had
obligations to the old. The TUC were very much in support of
the new training initiative, but this was on the understanding
that there would be a statutory underpinning, and that the

necessary resources would be provided.

The Secretary of State for Employment said that the problems

were deep seated, and could not be resolved simply through by
throwing a bit of money at unemployment. He welcomed the TUC's
constructive attitude to YOP. The Government were by no means
complacent. The youth programmes had had to expand at a
tremendous rate, which created problems. A better training
element would be the best prevention of abuse. In his discussions
with the Environment Secretary, they recognised the need to

work on what inner city people could do for their own communities.
Resources had been significantly increased. It could yet need
more, with better use made of them. He did not think that the

YOP allowance was subject to ridicule nationally. There were
many more people now going into the programme, and there was

still a gap between the allowance and supplementary benefit rates.
With improved training, the scheme would continue to work. As
regards the statutory underpinning of training, statutory boards
would continue in some areas. The MSC had indicated to him

where voluntary arrangements might be able to take over in others.

The Government was well prepared to meet the need and accepted

the challenge. He was keeping in touch with the TUC view, and
would work closely through MSC.
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Taking the discussion back to the wider issues, Mr. Basnett
emphasised that the TUC would give top priority to the problems

of the inner cities. There was a threat of destablisation

of our society in these areas. He had considerable personal
knowledge of Toxteth. It was a long standing slum, with chronic
unemployment compounded by the decline of the docks and public

service cutbacks. Yet it was an area accustomed to mixed ethnic

groups. He saw the major problem as that of the young unemployed

black, which required positive discrimination. He shared

Mr Heseltine's wish to press ahead with capital programmes. Was
there a role for Enterprise Boards, as in Greater London, or should
there be more partnership areas? Despite all the problems of
education, housing, policing, etc., jobs remained central. Public
sector jobs could have a role but new industry was needed. In

an area like Toxteth, there was great scope for housing projects,

for example.

The Prime Minister commented that, whilst Government held
the purse strings, union members and others filled the purse. The

country had to earn its living. She would love to hold back
current expenditure to provide more capital finance. But she
could not increase both, when the Government was already
borrowing £10.5b. a year. Union members would resist increased
taxes to pay for it. Mr. Murray commented that the unemployed
would happily increase the tax take if they could find jobs.
The Government seems to be taking a static view of the economy.

The TUC were working for a dynamic view, with constructive job

creation as the priority. Mr. Jenkins commented that the

multiplier effect of Government spending would be important.
Mr. Fisher acknowledging existing economic problems said that

it was time to decide whether to allow the decline to continue,

or whether to take steps to reverse it.

/The General Secretary
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The Chief Secretary said that finance was only a part

of the problem, given the scale of resources which already had gone
into the inner cities without producing a real success. Further
finance could only be found from taxation, borrowing, or a
re-ordering of priorities. But one way to create some flexibility
would be .through pay. This was an important factor in which the

trade union movement could assist if it was so inclined. &

the Government had to look to further taxation or further borrowing,

this led into the areas of confidence and inflation. The
Government already faced problems in continuing the recent downward
trend in inflation. The impact on confidence of any reversal

could not be over-emphasised. Substantial new borrowing would

have a bad effect. But he heped that the 27 July package had shown

that the Government was not taking an unduly rigid view.

The Prime Minister stressed that the Government shared the

TUC's anxiety to solve the problem most especially in relation

to the young unemployed and the longer term unemployed. The

Government's approach had concentrated on three particular aspects:

the stimulation of industries which could provide new jobs, by

encouraging new businesses and the provision of venture capital:

the extension of the job release scheme, to maximise the chances

of people moving into genuine jobs; and, for the young, incentives

to employers to take on additional young people. She recognised

that there were differences of opinion about the scheme outlined

on 27 July. But she believed that there were many small businesses
who would take on

youngsters if this cost them considerably less. The Government

were searching for valid approaches to these problems, and were

ready to consider all constructive suggestions. The TUC

represent people with enormous spending power: the more this

could be used to "BuyBritish'" the more that the situation would
improve.
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Mr. Gill drew attention to the arithmetic of the damage
caused by the riots when seen against the £500m. of new resources
called for in the TUC document. He also asked that the Prime Minister
personally should take a strong public stand against racialism,

and that the Government should take positive action to assist young

blacks.

Mr. Parry drew attention to the great demands made on

health and personal social services by the tensions and damage
of recent events. There was concern in the TUC on this. Cuts
in spending on the personal social services and on the rate

support grant added to the pressures. The demands would grow.

The Environment Secretary said that he would be happy to

pursue with the TUC their ideas on extension of partnership

arrangements, the role of the Enterprise Board concept, and
other ideas which they wished to discuss. Mr. Prior said that
he would be happy to join in such discussions, especially in
the context of making best use of the MSC and its resources.

The Home Secretary said that he was ready to pursue the particular

problems raised by Mr. Gill, and other points which had arisen in

discussion. Mr. Murray said that the TUC would be happy to accept

these offers.

Mr. Fisher thanked the Prime Minister for receiving the
TUC delegation. He and his colleagues would be available at any

time to follow up the matters which had been discussed.

1l September 1981
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C!!nENT ECONOMIC SITUATION

The safest line to take is:-

ngince the turn of the yeaT there has been an accumulation of

evidence suggesting that the fall in output is now oveT. Manufacturing
output has stabilised but with some hint of a pick mp in the chemiczals
and metals sectors, engineering orders have increased, private

csector housing starts have increased, CBI survey trends have been
improving, unemployment has been rising<@onuch less rapidly, and short

time working 1is falling.

Indeed the July CBI Survey shows that manufacturing indusiry now sees
the decline in output behind us, with the prospect for some increase

jn orders and output in the coming months."

It would be wise ToO svoid being led into generalised remarks about

Del
all indicators no longer moving in an unfavourable direction, and

211 forecasters expecting recovery in the near future.
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Backeround note on latest statistics

Ve FSBR growth 1H 1982 on 1H 1981 of about 1 per cent in GDP and
about 12 per cent for manufacturing.

2 Evidence suggesting that we are close to the trough of the

recession comprises:-

A. Manufacturing
- 0§

(1) Index of manufacturing production shows a stabilisation

of output during 1981. When set against an underlying decline

of 3 per cent pa over the last cycle (1973-79) it suggests
recessionary downswing 1is over. Between 1Q and 2Q 1981 chemiceals
and metals (often regarded as lead sectors) output rose by 3 and
6 per cent respectively.

(ii)

increa
(b) an improved level of optimism
(e) optimism and prospects are stronger for exports.

(iii) Sharp fzll in short time working; hours lost more

.
b}
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Overtize hours stebilisi at about 81-9 m per week).

(iv) Employment this year declining

(dJust under 50,000 rm




A (AWNEX) cont

Total output

(i) GDP(0). Latest assessment of total output shows that
the rate of decline in the first half of this year was much
Jess than that experienced during 1980. (Output in the first
half fell by around # per cent per quarter compared with an
average fall of 13 per cent a quarter in 1980.)

..

(ii) €SO cyclical indicators suggest that econoumy is near or

at the bottom of the recession.

(a) - Coincident indicator has been flat since November 1980

~/indicator
(b) Longer leading’ predicts turn in December 1980 (but within

June 1980 - August 1987 range)

Shorter leading indicator predicts turn in April 1987 (but

within November 1980 - November 1981 range)

U Jlovment - There has been a marked easing in the rate

that

of increase in adult unemployment. %2 months to August

3
of 1980 Q4 (37,000 compared with 115,000 per month). Flow on to
register is down whilst flow off has increased. Number of

-

redundancies has eased.

(iv) Averzge monthly private sector housing starts in 1687 &

11
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Line to take and backeground note on outside forecasts

Factual’

Output

(a) Only LBS and Phillips & Drew see an increase in 2H 1981
continuing into 1982.

(b)  Most of the major forecastesds - including CBI, CEPG
and arguably OECD - see a further fall in output 1n
the second half of this year.

(ii) Most major forecasters expect unemployment to continue rising,

albeit at a slower rate, over next few years.

(iii) Consensus is that year on year inflation will remain above 710

u
per cent by 1987 Q4 but wmay fall to single figures sometime in 1082.

Line to take

(1) It is best not to seek support from independent forecasters.
dur

The consensus outlook has been detelloretlrg
To the extent that there 1s a "oorcensus" of outside forecast

it is that output will remain broadly flat up to the end of

(ii) Should the views of independent forecasters be ralsed,

ollowing ceferc1v¢ points can be made

As the LBS have recently said "there is an unusually wide

ergence of views amongst the major forecasters."

we have never claiwed that recovery

forecast)

(c) most forecasters see some TecOVery between 1981 and

ing the course of this
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PRODUCTIVITY

Difficult to differentiate between cyclical and underlying changes.
Whilst hopeful pointers (and anecdotal evidence) can be noted, it is

wise to be cautious at this stage.

(i) Apgregate data on manufacturing productivit
EETEE I X

(a) Official figures for output®nead show a turnround in 1Q

1981 (but productivity at a very low level)

(b) NIESR (May 1981) suggest that output per operative
hour increased slightly at turn of the year

(¢) BEQB gives an increase of 23 per cent in output per
man-hour, in 1Q 1981 compared with year earlier. But figure
buoyed up by steel strike and is little different from 1979.
Productivity appears to have performed better than in most

other major industrial countries.

(ii) Plant and machinery investment (This is perhaps of more direct

relevance to productivity that total capital formation)

“Tndeed, investment in plant and machinery during the current recession
z5-so far been holding up remarkably well. Last year's figure,
inflation, was eacily an 2ll-time record
which in turn was 7% up on 1978.
this yezar, before
so far to
ccurred during
Finzsncial Secretary, 9 July 1881, to the

derztion (Conmercial and Economic Cormmittee




INFLATION

Prices

July year on yeér RPI increase 10.9 per cent. FSBR forecast is 10

per cent in year to 4Q 1081 gnd 8 perT cent in year to 2Q 1982.
NB. August RPI to be published on September 18 is likely to show an
jncrease in the year ©On year rate because @of unusually small increase

in Augus?t 1980.

Wholesale output prices up 93 per cent in year to July. Wholesale

input prices up 153 in July.

in
(i) Wwill forecast 10 per cent rate RPI/Ath Quarter 1081 be achieved?

It is too early to say how the Budget forecast of a 10 per cent
increase in the RPI will turn out. The fall in the exchange rate
since the early part of the year has made the task more difficult,
but not impossible. But the year on year rate has fallen steadily
this year, and recent wonthly incTeases in May, June and July have
been small. ‘

for single-figure inflation?

s

figure ipflation in the first hal

what output will be. Fall in exchange

in pay round just

re level of cettlenments




MONETARY DEVELOPMENTS

Monetary statistics have been distorted by the effects of the Civil
Service dispute. Recorded £M5 growth over the first five months of

the current target period is 6.9% (seasonally adjusted), equivalent

to an annuzl rate of increase of 17.%2%. It is difficult to estiwate

the distortion, but it is unlikely that the underlying
effects) growth of £M3 -les been outside of the target

an annual rate.

What are the prospects for recovery from the strike?

Recovery has already begun, following settlement of the dispute at
the end of July, but is unlikely to be complete for some months,
during which period recorded monetary growth will still reflect strike

effects.

(ii) Effect of the new monetary control arrangements?

New methods of wmonetary control inaugurated on 20 August have no
implications for the levels of interest rates or the overall
orientation of wmonetary policy. The new methods will allow market
forces a greater role in the determination of short-term interest

«

rates meking raf : responsive to market conditions.

cor 1 OWT, ' nei ¥ 5 and are now
wo f X peti progress 1in
under Ml i1 ] allow interest
lower still but we cann 1 *selves from the
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PUBLIC EXPENDITURE

(i) Public spending 1981-82 and its implications

Level of spending projected in White Paper (Cund 7841) higher than
Governrment would wish. Even so, public expenditure in 1981-82 will
be nearly 5 per cent below volume planned by previous Government.

=ion has created pressure to incrgase spending; this has been

into account in the plans. But Government is coummitted to

ng public spending, and is looking at its level in the ennual

‘review now going on. This involves looking at iwmplications for
Government's monetafy and fiscal policies.

(ii) Further cuts - a figure in wind?

We have made it clear we consider planned levels of spending too high
in relation to our financiel and wonetary objectives and that 1n
the course of the survey we will give careful consideration to scope

for further cuts. Scale and incidence of any reductions will be

-

considered and decided in due time and it would be premature to

speculate now about the outcoume.

(iii) Can present plans be achieved? Spending out of control?

ecession has brought considerable pressure to increase spending

-

taken into account in our plans.

se. the proportion opublic investment within the total?

Government 1s consideri

survey. But not clear t

mivet ‘C.::
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.ENT SITUATION

GDP output estimate fell } per cent in Q2 1981 following a similar fall in Q1 and an average

quarterly fall of 131 per cent in 1980. Industrial output and manufacturing output have been

broadly flat over the first half of 1981.

Consumers' expenditure fell back in Q2 1981 from the high level in Q1 returning to the

average level of 1981. Retail sales provisionally fell back in July. Volume of visible exports

fell 2 per cent in the three months to February 1981 after being broadly flat since mid-1980.
Volume of visible imports fell 2 per cent in the three months to February 1981 continuing
the downward trend though suggesting some slowiamg down in the rate of decline.
Manufacturing investment (excluding assets leased from the service sector) fell 1 per cent in

Q2 1981. Distributive and service industry investment (including shipping and leasing) rose

1 per cent in Q2 1981. DI investment intentions survey (conducted in April/May) suggests a

fall in manufacturing investment after allowing for leasing of 11 to 14 per cent in 1981 with
some recovery in 1982; distributive and service industries investment (including shipping)

expected to rise by less than 5 per cent in both 1981 and 1982. Manufacturers', wholesalers'

and retail stocks dropped by £0.2 bn (at 1975 prices) in Q2 1981 compared with destocking of

£0.4 bn in Q1 and £1.9 bn in 1980 as a whole.

Unemployment (UK, seasonally adjusted excluding school-leavers) was 2,626,000 (10.9 per

cent) at August count, up 44,000 on July. Vacancies rose to 98.000 in August .

+
18

above a year earher; wholesale output prices rose i per cent and are 91 per cent above a

year ago. Year-on-year RPI increase was 10.9 per cent in July. Year-on-year increase in

~verage earnings was 11.8 per cent in June. RPDI fell by 11 per cent in Q1 1981 after rising

by 17.5 per cent over the 3 years 1977 to 1980. The savings ratio fell 2 per cent to 14 per

cent in Q1 1G81.

981/82 and CGER £9.4 bn in the first

ards by the civil service dispute.

Sterling M3 increased by 2.1 per cent in July but distorted by the civil service dispute; the

&

-rease since February is est imated to be within the 6-10 per cent p.a. target

~

Visible trade, which has been in surplus since mid-1980, showed a surplus of about £1.1 s

the first two months of 1981. Invisibles surplus in Q1 1981 was nearly £1 bn. Reserves at

" o= 297 Avo - ¥ Syl oy = y . > N 4 Ay
he close on 27 August the sterling e ainge rate was $1.8215 and the




MACRO-ECONOMIC ASPECTS OF TUC'S "THE RECONSTRUCTION OF BRITAIN"
(20 AUGUST)

Central proposal

5 year £24 billion programme of public sector capital investment.

investment to rise £3 billion in 1982-83 building up to some £7
billion in 1986-87 (to restore 1975-76 real level).

3 total programme allocated to housing.

3 million Jobs crested.

I——————

ustification of borrowing

TUC argue that:- E
borrowing for investment is sound (companies do it).

high PSBR does not mean high interest rates (1980-81 PSBR overshoot
associated with falling rates).

a8 8

'no firm evidence' of link between money supply and inflation.

'Jittle evidence' that level of demand iumportant for inflation.

Comment
(1) In combination TUC's justification virtually assumes away any
eny financing problems and inflation and interest rate implications.
TUC assume large multiplier effects (2) from additional public
apital expenditure. TCSC report on NI financing conclucded <tThe
rowdine out could be up to 40 per cent. The thrust and implication
nce was that this ignored effect on price level and i

th crucial macro-economic objectives.

could only reduce interest rates because of
1l st

2nce.
(iv) loney supply influence on inflation recognlse

c

(OECD June Ministerial Communigue, &nd




10 DOWNING STREET
PRIME MINISTER

You will have seen the

publicity surrounding the launch
0of the TUC's statement on '"The

Reconstruction of Britain'.
0
Aokl 24§
>

It was announced that the
document was being sent to selected
Ministers. This does not appear
to have included you, but we have
now obtained a copy from the
Treasury. We shall be getting
briefing on this before your
inner cities meeting with the TUC

next Tuygsday, but you may like to
have a glance at this copy now.

/1

27 August 1981




PRIME MINISTER

You might like to have an early look
through the briefing for your meeting with

the TUC delegation on inner cities policy

next Tuesday.

The main brief is short. I think

this is right. The exercise will essentially

be a listening one - especially bearing in
e

mind the precedent of your previous TUC

meetings., To the extent that any detailed
TR AR Ty

discussion becomes necessary, Departmental

Ministers will be present to pursue points.

a—

Is there any other material which you

would wish us to commission?

/1

27 August 1981




2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

2.7 August 1981
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TUC MEETING ON 1 SEPTEMBER WITH PRIME MINISTER

As requested in your letter of 17 August, I
attach briefing for this meeting.

The Prime Minister was anxious that statistics
of expenditure for the major conurbations
should be provided on a basis comparable to
that used in the Secretary of State's report
on Merseyside. In the event, this has not
proved wholly possible (see Annex 3) owing

to difficulties in obtaining figures for DHSS
benefits and unemployment benefit.

Copies go to the recipients of your letter
of 17 August.

J P CHANNING
Private Secretary

Mike Pattison Esq, No 10




COVER BRIEF FOR PRIME MINISTER

The TUC (list of delegation at Annex 1) have asked to see the Prime Minister
W S s S
d social problems of the immer cities, and their

action, set out in their document "Regenerating Inner

Cities" published in early July. (Summary and critique of this at Annex 2)s
— . *—-—-——
The delegation might refer to a much wider TUC document "The Reconstruction of

Britain" m 20 Avgust, which proposed, among other
Nt s e

cities programme costing an extra £2,000m over the next

Secretary is being briefed on this macro package.

2% The Prime Minister might wish to open by emphasising the Government's

concern over inmer city problems. Ministers will soon be considering Mr Heseltine's

Report following his Merseyside visit, and any points made by the TUC can be

taken account of in these discussions. There is little point in being drawn on
e

Press speculation about the contehts of Mr Heseltine's Report. In addition, the

Government are awaiting the Report of the Scarman Inquiry, and have recently

received the recommendations of the Select Committee on Race Relations.

The problems facing the inner cities are complex, deep rooted, and of long

=)

they have not_guddenly emerged under the present Govermnment. Very

public
considerable sums oﬁ/money already flow to the main conurbations - some £2 billion

‘7‘to the main conurbations, and about 4 times this amount to London. The GoVernﬁent

'ﬂ’)ﬂ)dggccept that a strategic solution to inner city problems must involve the economic

Vv regeneration and the provision of a viable economic base. The public sector has

a part to play, but it cammot do this on its own, which is why it is essential to

encourage the private sector. Without anticipating Scarman, it is obvious that

iy

there is a need to improve police community relations in some inner city areas:

all responsible members of the community must be concerned that law and order be

preserved.




No one doubts

way ahead compatible w

o

public money

how do the TUC propose resources,

should be targeted

do about the problem -

£
|

as mainly consisting of

the provision of TUC Advice

Annex expenditure in

)

ime Minister of his Mersevside

our Inner Cities".

Annex
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Annex 2

"REGENERATING OUR INNER CITIES"

SUMMARY OF MAIN PROPOSALS

Urban Programme

The Urban Programme should be expanded including

special allocations from main spending programmes.

£700 million in the first year, substantially

more in future years.

The Government are considering the level of funding

of the Urban Programme in the light of Mr Heseltine's

report to the Prime Minister. But it will be

necessary to consider the question of resources
in the context of the Government's overall economic
strategy. The Prime Minister might ask the TUC

where the extra money they request should come

——

from.

The TUC may wish to broaden discussion on the

issues raised in their document "The Reconstruction

e

of Britain" published on 20 August. It may be

best not to be drawn on this, but to concentrate
-

pecifics of inner city policy.




"The Reconstruction of Britain" reiterates TUC views that

large-scale reflation would not inflationary and would
‘ e
yield substantial employment benefits. The Chief
S —

Secretary will be briefed on the proposals and arguments
———————
contained in the TUC document.

There should be more partnerships, and greater involvement

—

of local trade unions and other interest groups, including

representatives of ethnic minorities and voluntary

groups .

The number of Partnerships was one of the matters

w———cy

considered by the Government in their review ol inner

 — %, : ;
cify poliecy in 1980, and in his statement to the Commons

on 9 February this year, Mr Heseltine announced that

there would be no changes. It is a matter of concentrating

S

available resources in the most needy areas, clearly

identified by the deprivation indicators. Areas which

do not have partnership statws can still secure urban

aid. Neither this Government nor the last one consider
e .

it appropriate to widen the membership of Partnership
Committees. Too large a membership of the Partnership

Committee would detract from the efficiency of Partnership

machinery. But partnerships can and do consult widely.

Cuts in block grant must be reversed

Grant Related Expenditure Assessments (GRE's - ie

R ]
needs assessments) under the new block grant system

are generally a good deal higher than the average in inner

N

S—

city areas reflecting high spending needs.




RSG as a whole was lower in real terms in 1981-82, reflect-

ing the planned 3% reduction in local government spending,

and a 1% cut in the grant percentage. But the metropolitan

authorities outside London are getting a larger share
/ s e A
of a grant than in previous years. It 1s true that

e

London's share of grant has gone down, but this is
because the Government felt it right to reverse in
part the major shift of grant to London under the
previous administration - a shift that kept London
rate rises well below the national average between
1975 and 1980. And since the grant settlement London
authorities have lost further grant because of their

excessive spending levels.

RSG decisions for 1982/83 have yet to be taken. Ministers
TR ;
are very well aware of the inner city needs and have

had discussions with the AMA about the grant settlement.

Industry and Employment

The emphasis in Government help to industry should
q
shift from subsidizing private investment to direct
\;
involvement of local authorities in job creation.

The Government are interested in stimulating whatever
job opportunities they can in the inner cites. The
public sector has a role to play. But in the long

term, the Government is committed to the view that




only the private sector can provide the opportunities
required for a viable economic base. So they must

be encouraged whenever possible.

Local authorities should be empowered to give subsidies

to employers who create extra jobs

W 2 A e——

The Inner Urban Areas Act 1978 already permits local
e ———
authorities in certain designated districts to make

grants and loans to firms in inner city areas.
— -

The Secretary of State for the Environment last year
set up a joint group of Government and local authority
association officials to review the means and powers
currently employed by local authorities to foster
industry and commerce. The Group was asked to report
on the most appropriate forms of action for local
authorities and on any implications for legislation.
The Secretary of State is now considering the review
Group's report and an announcement will be made as

soon as possible.

Partnership Authorities should draw up an employment

strategy, covering at least 5 years and including

direct financing for new and existing businesses.

Unemployment is certainly high in most Inner city

areas. But it 1s misleading to generalise. It is

far more of a problem in some (eg Liverpool) than others




(eg Manchester). Nor can it be assumed that new jobs

created in inner city blackspots will necessarily

go to people living there. This is simply because

there is considerable commuting within inner cities.

Better qualified workers might commute in from neighbouring

areas and the locals themselves commute to jobs available

elsewhere.

Inner City Partnerships already have a strategic planning
system. Employment is covered in each strategic plan

and many partnerships develop this part of their plans
through special employment working parties. The priority
(and hence finance) accorded to job creation varies

according to the area's unemployment problem.

Statutory training boards should be retained and strengthened

and greater training opportunities should be provided

for inner city residents.

ITBs will be kept where this is essential to meet
important training needs. But they will be abolished
where the Government think their achievements will

be maintained on a voluntary basis.

The TUC will be aware that the Secretary of State
for Employment has asked for further comments on the

MSC consultative document "A New Training Initiative"

———

by the end of September, so that an announcement can
Sm————

be made early in the next session.




Education

8. There should be greater public expenditure on

education in inner city areas - especially nursery

education and basic education for adults.

Rate Support Grant (RSG) is the main source

of Government support for education in the inner
cities, as elsewhere, although the Urban Programme
and Section 11 grants (which as administered

by the Home Office) also have a part to play.
The distribution of RSG takes account of the
fact that some local authorities have to spend
more than others on certain types of educational
provision, and also makes allowances for the
management problems associated with falling
school rolls. The question of further adjusting
the education GREs to help inner city areas

is now under discussion with the local authority

associations.

Seventy per cent of nursery schools and classes
are in urban and inner city areas and they make
a significant contribution to the needs of the
children in the areas. Many receive funding

from the Urban Programme.

There is no evidence that nursery education

is collapsing. Indeed the January 1980 figures

-
show a small 1nmwpgoe_éﬁg_zﬁi;proviSiOHal 1981 oneg




indicate a broadly stable uéuahmm.

——

lore attention should be paid to the special

educational needs of minority ethnic groups,

and all school children should be educated for

life in a multi-racial society

The Government attaches great importance to

nsuring that everyone has the same range of

opportunities and choices in education and believes

that the service must do its best to meet the

special needs of ethnic minorities.

The Committee of Inquiry's has reported on West
R —

Indian children. Lord Swann and his colleagues

will be sitting for another 2 years to consider
the educational needs of all children from ethnic
minority groups, and the Government looks forward
with interest to the presentation of their final
However, there is much in the first
report which deserves early attention, and the
Government will be consulting widely on the
implications of its recommendations for the
education service. The Select Committees Report
is also relevent. The TUC's detailed views
will be welcomed as part of the consultation

process.

The Government has made it clear, most recently
in the document "The School Curriculum" that

what is taught in schools, and the way it is




taught, ought to reflect fundamental values

in our society, and the multicultural nature

of that society. The Committee of Inquiry itself
has claimed that, on the whole, it is a re-ordering
of priorities which is required, rather than
overall increases in public expenditure and

has put the emphasis on the "psychological"

rather than "financial" costs of persuading
teachers, pupils and parents to re-appraise

their attitudes.

Additional finance should be provided for the

NHS. In sharing its money out, NHS should give

greater recognition to health care problems

in inner cities - especially inner London

Under this Government expenditure on the National
———————
Health Service has grown in terms by about 2%
m——— e ———
per annum.
ﬁ

The  TUC may mention the Report, produced by

Sir Douglas Black, the DHSS Chief Scientist,

under a remit given to him by the previous Government.
This brings together a mass of information showing

the inequalities in health in Britain today.

No one denies such inequalities exist. Setting
up a national health service has not reduced

them. The Black Report proposed that the problem

be tackled by massive additional spending -




they estimated at least £2000 million a year. We

L4

think the full up-to-date cost might be as much

as £4000 million. The Government could not

contemplate increased spending of this order,

particularly at the present time when the first

priority must be to put the economy right.

The report does not explain the fundamental

causes of why some people and some groups, and
L . ]
some regions seem to suffer worse health than

others. It says that health inequalities seem

to be linked with class structure. But the

report does not tell us how the class structure

actually causes inequalities in health. The

extremely expensive proposals in the report

must therefore be regarded as speculative. Until

we know more about the causes of health inequalities
it is difficult to know how to grapple with
the problem. Consideration is being given to

the need for further research.

In terms of hospital beds, the inner city areas
are, if anything, over-provided - since they
contain many hospitals provided in the central

areas of our conurbations.

There should be more use of health centres and

community nursing in inner city areas.

The Department of Health and Social Security

on 16 July a consultative document




'Care in the Community' which invites comments
on ways of developing the joint finance scheme
to enable people who do not need to be in hospital
to be discharged to care in the community. Copies
were sent to the staff side of the NHS General

Whitley Council.

This is an area in which we are determined to

make progress and we hope the consultation will
result in the emergence of generally acceptable
solutions. [NB The suggestions are for transferring
resources from hospital care generally, and

not specifically teaching and acute services

as the TUC suggest].

As a further contribution to the debate on community
care we shall shortly be publishing the departmental
study on 'Community Care' which was summarised

in 'Care in Action' and inviting comments.

Transport

There should be more central Government financial

support for inner city transport - eg fare reductions,

low flat fare experiments, concessionary fares

for elderly and disabled.

The TUC paper suggests that better and cheaper
public transport would help unemployed people

in inner cities to find work further afield.




There is no evidence that either the lack of

—————

public transport or fare levels is a significant
“— =i
factor in preventing the unemployed finding

work. Indeed the policy of heavy subsidy and
low fares which the TUC recommends would be

more likely, by making increased rates necessary,

to have an adverse effect on local employment.

For example, South Yorkshire's policy of keeping

fares to very low levels which the TUC recommend
as "The way out of the spiral of decline in
publie transport", (para 5.19) has achieved

an increase in patronage of barely 1% (now itself
—
being reversed). The cost is already a £1lim
\
extra rates burden on local industry and commerce,

adding £7 to the cost of every tonne of steel
————— st s ——

s ]

produced in the local BSC works. Sheffield

e

Chamber of Commerce have estimated that for

)
every £5,000 increase in the rates, one more

job will be lost.

Such blanket subsidy can only be at the expense

— »

of transport schemes designed to benefit the

inner cities, for example by improving road

access 1in decaying industrial areas. The available
resources should be devoted to projects which

can give an economic return and are directly
relevant to the health of local industry and

to employment prospects, not to indiscriminate and

wasteful expenditure unrelated to real demand.




Housing

185 50,000 new homes should be built, and 125,000

houses renovated, in the inner cities, as a

first step towards a long term housing programme.

It i1s not for the Government to set targets

for new housebuilding: this 1is a matter for

local authorities, who are best placed to determine
the optimum use of resources in their areas.
However, the moratorium on council house building
which the TUC document mentions (and which was
imposed so as to prevent local authority expenditure

limits being breached) was lifted on 1 April
P, _

1981.

——————————

The renovation of housing in inner city areas

forms an important component in many Partnership

programmes. In addition to the existing system
of General Improvement Areas and Housing Action
Areas, the Partnerships are experimenting with

new forms of grant-aid for housing improvements.
Policing

14 Government should review the role of community

policing, and increase the element of training

concerned with the ethnic minorities.

The extension of community policing schemes
is a matter for the operational judgement of
individual chief officers. They are well aware

that they have the Government's full support




in taking any measure designed to strengthen and main-
tain links between the police and all sections

of the community. With the increase in recruiting
following the Edmund Davies pay award, chief

officers are better placed than ever before

to return men to the beat.

A1l recruits to the police force have training

essions on police and community and ethnic
“ﬁﬁ
relations. The Police Staff College includes

racial issues on their syllabus. No doubt SUnvmMan

Wil MMIAr M WAL area .

Government should intensify efforts to recruit

ethnic minorities into police forces.

The Government would welcome more coloured people

rs. There has been some improvement.
1971 there were 47 coloured officers in England
R = S
and Wales; there are now more than 300, of whom
T —
over 100 are in the Metropolitan Police.
Considerable efforts have been made nationally
and locally to attract more ethnic minority
For example, special national advertising

campaigns were held in the ethnic minority press

in 1979 and 1980-81. The Select Committee has

made recommendations there which are being considered.




Equal Opportunities

16.

Public sector should develop equal opportunities

policies for their employees, and trades unions

should aim for the establishment of such policies

in all the work places where they have members

The Government shares the concern expressed

by the TUC that there should be equality of
opportunity in all areas of our society for

all citizens regardless of their racial background.
Access to employment, housing, education and

all other services and facilities whether provided
by the Government, Local authorities or the private
sector should be available to all according

to the same criteria. The Race Relations Act

1976 outlaws discrimination on racial grounds

and provides legal remedies for those who have
experienced racial discrimination. Government

has preserved the GRE's budget in real terms.

The problems faced by members of the ethnic
minority communities figure largely in any assess-
ment of inner-city areas. The majority of members
of tnore comaaunitiy We w e ines cohir. Moy Yoy Membess

of the ethnic minorities were involved 1n the
disturbances that took place earlier this year.
The Government takes seriously the problems

facing these people. It is expected that the

report of Lord Scarman's inquiry into the Brixton

riots will deal with the factors underlying




these disturbances. The Government will study

hat report with great care. The Government

looking very carefully at the recommendations

of the Home Affairs Committee in their recent
report on racial disadvantage which dealt, among
other things, with ethnic monitoring by central
government. The question of the GRE
e will also be considered in
context. The Government will consider
recommendations made by the TUC against

that background.




v Public Expenditure in the Metropolitan
_ Counties - 1981/82

Q

§ Government Departments £m (outturn prices)
&

Merseyside Greater Tyne & S. Yorks W. Yorks W.Midlands
Manchester Wear

Department of the Environment

Capital
Housing Corporation
New Towns

Capital and Current

Merseyside Development Corporation
Urban Programme
Sports Council

Property Services Agency

Department of Transport

Capital - Trunk Roads

Current - Mersey Docks & Harbour Co.
via Ports (Financial Assistance) Act 1981

Department of Education and Science

Capital and Current

University Grants Committee
Arts Council and other Arts grants
Museums & Libraries

Department of Health & Social Services

Capital

National Health Service (via Area
Health Authority) ; 29.0

Current
. National Health Service (via Area
Health Authority) 272 1,454.2




Merseyside Greater Tyne & S. Yorks W. Yorks W. Midlands
Manchester Wear

Department of Employment

Current

Temporary Short-time Working Compensation
and Job Release Schemes

Manpower Services Commission

Current
Expenditure on Youth Opportunities
F%ngf&nwna
Community Industry Programme
Community Enterprise Programme
Training Services (District Officey

Department of Industry
Capital

TOTAL : CENTRAL GOVERNMENT

Local Authorities

Capital

Current

TOTALS : LOCAL GOVERNMENT

GRAND TOTALS

N.B. This table excludes contributory and non-contributory benefits paid by DHSS, and unemployment benefit
w e e ol Dy avallehle. Howewer fv Maseqeide o amsudid £ 4o £0 Qb waking
NECH RSN
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The Young Workers Scheme is not designed to YOP, but to

encourage employers to provids al :\>q, he lack of which

makes YOP necessarye.

DETERRENT TO RECRULITMENT

S5e There is no reason vwhy employers should defer recruitment until
the Scheme starts. Employers will still be able to claim the

maximum 12 months subsidy when the scheme starts in January in

of school 1(“vwrﬂ recruited nowe

NUMBERS_COVERED

6. In background preéss briefing the Department has asai

3

may be made in respect of between 50,000 and 100,000 joba,

3

well take some time to build up to this level. We would expect a

considerable number of applications when the scheme starts - mainly

for young people already employed, but eligible, with a slow build

therecafter. It is mot possible to be precise about numbers and the
.

scheme has not been designed with particular industries in mind.

YOUNG PEOPLE SUBSTITUTED FOR OTHERS

R S S AV YA Bl SR T P

7e The aim of the scheme ig to increase the chances of young

getting jobs and to encourage employers to take them on in new Jjobse

t is not thought that many young people will be taken on in preference
L0

yen at the margin’ (just as in

-
14
&

adults, although this could hap
some capes employers may recently have preferred to recruit adults,

becauge of the relatively high wage costs of employing young pecple.




attaches
with
will

1 Sep
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its enclosure to John Halliday (Fome
Terry Mathews (Chief Secretary's | ffice,
HM Treasury), Richard Dykes (Department of

Enmloynpnt) and David Wright (Cabdénet Office).

David Edmonds, Esq.,
Department of the Environment.




Thank you for your letter of 26 August
listing the TUC representatives who will
arrive here at 1415 on Tuesday 1 Septeml
for an int i i

Witu LAlE

J. Monks, Esq.
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YOUR REFERENCE

Mr. M. Pattison,
The Private Office,
10, Downing Street, JM/PA/TC

London, DEPARTMENT :
S.W.1. Organisation and Industrial

Relations

OUR REFERENCE

August 26 1981
Dear Mr. Pattison,

"Regenerating our Inner Cities"
Meeting with the Prime Minister

Further to Mr. Peter Ashby's telephone conversation with
you yesterday, I enclose a list of the TUC representatives
who will be attending the meeting with the Prime Minister,
on Tuesday September 1 at 3.00 p.m.

Thank you for arranging a room for a pre-meeting for the TUC
side at 2.15 p.m.

Yours sincerely,

: A ]
A Mol
J. Monks
Secretary

Organisation and Industrial Relations
Department.

Enc)

GENERAL SECRETARY: RT. HON. LIONEL MURRAY OBE DEPUTY GENERAL SECRETARY: NORMAN WILLIS
ASSISTANT GENERAL SECRETARIES: KENNETH GRAHAM OBE AND DAVID LEA OBF
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Meeting with the Prime Minister, Tuesday September 1 1981

TUC Representatives

Mr. A.W. Fisher Chairman, TUC General Council

D. Basnett Chairman, Economic Committee

G.A. Drain Chairman, Public Services Committee

Kar-Gill Chairman, Equal Rights Committee

C. Jenkins Chairman, Education Committee

W.H. Keys Chairman, Employment Policy and
Organisation Committee

T. Parry Chairman, Social Insurance and
Industrial Welfare Committee

L. Murray General Secretary

N.D. Willis Deputy General Secretary

K. Graham Assistant General Secretary

D. Lea Assistant General Secretary

B. Barber Press & Information Officer

B. Callaghan Secretary Economic Department

R.A. Jackson Secretary, Education Department

P. Jacques Secretary Social Insurance and
Industrial Welfare Department

J. Monks Secretary Organisation and Industrial
Relations Department

P. Ashby T.U.C. Office
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The Rt Hon Sir Geoffrey Howe QC MP :
Chancellor of the Exchequer - . OUR REFERENCE  LM/BC/IB/MM
Treasury

Parliament Street DEPARTMENT

Economic
SW1P 3HE

August 24 1981
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Dear Sir Geoffrey

The Reconstruction of Britain

I enclose a copy of a major TUC statement entitled 'The
Reconstruction of Britain'. The proposals set out in

this statement. are designed to restore the level of public
capital expenditure to that of 1275§76. This will cost
£24 billion over five years, and wi create cver 500,000
new jobs. :

I hope that you will be able to support these proposals

as a practical way of ensuring economic recovery, utilising

some of the unused resources of capital and labour which will

otherwise continue to be wasted, not least in the construction
- industry.

Yours- sincerely

Q{L»J Wy

General Secretary

GENERAL SFCRETARY: RT, HON. LIONEL MURRAY OBE DEPUTY GENFRAL SFCRITARY: NORMAN WILLIS
ASSISTANT GFNERAL SECRETARIES: KENNETH GRAHAM OBE AND DAVID LEA OBE




“;)FS UNION CONGRESS, CONGRESS HOUSE, GREAT RUSSELL STREET, LONDON, WCiB 3LS
L T R i T A A A AT T B TR e FeFo- Y S NG S e e T R S

FH\ON 1H “’””R'}ZL@S

GENERAL SECRETARY: LIONEL MURRAY OBE PRESS OFFICER: BRENDAN BEARBER

TELEPHONE: 01-636 4030 < 3 RELEASED FOR PUBLICATION
August 20, 1981 IMMEDIATELY

"THE RECONSTRUCTION OF BRITAIN"

In launching the TUC policy statement, "The Reconstruction of
Britain®, TUC General Secretary, Mr Lionel Murray, today said:
'"The Reconstruction of Britain" sets out a £24 billion programme
of public investment over five years which GZGTE restore spending
in real terms to the level of 1975-76. The programme would
generate 500,000 new jobs throughout the economy - in both

public and private sectors - and so make a major contribution to
bringing down the level of unemployment as well as regenerating

the decaying infrastructure of the economy.

"The Reconstruction of Britain" develops the arguments put forward
by the TUC in its 1981 Economic Review - Plan for Growth. It
complements another recent TUC publication " Regenerating Our
Inner Cities" which put forward proposals for tackling the social

and economic problems of Britain's cities.

This report is a key part of the TUC's plan for Britain's economic

recovery.

It is a challenge to the nation and a challenge to the Government.
we shall be putting it to Congress. And it will be the agenda for
action we shall be sending to Ministers, the nationalised industries

and the CBI, marked urgent.

The recession is continuing. That is obvious to everyone but a
few Ministers who are occupied full time in trying to keep each
other's spirits up. The key question for Britain, if not for them,

is how we get back to economic expansion.

SR & P




Neither exports nor private investment will provide the necessary
—

stimilus. Public investment has a iey role to play in priming
the pﬁﬁb and in restoring the foundations on which private
industry can flourish. Far from public investment ¢rowding
out orivate investment, it will stimulate investment, output
and 2mployment in the private sector. One area where this is

patently obvious is construction, where 25% of workers are

unemployed.

£24 billion over 5 years is not a lot of money for Britain.
It is less than 3 per cent of the money'national income over
that period, and will pay for itself over and over again. Not least

it will pay for itself in terms of jobs for Britain.

The alternative - which is happening now - is to ship it abroad.
Last year the private sector invested £7 billion overseas - an
increase of about 30 per cent in three years. If they were to
carry on at this rate that would cost £35 billion in 5 years,

without providing any jobs in Britain.

The resources are lying there disused. The workers are there,
the skills are there, the management are there - idle. We want

to put them to work for Britain."
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This publ yn shows the role of public investment in
the reconstructic '

The TUC plan for public investment will create over
500,000 new jobs.

This could make a major contribution in the attack on
unemployment, but given the scale of unemployment
in Britain in the 1980s many other policies will be
needed too.

The overall framework of policies for dealing with
unemployment was set out in Plan for Growth: The
Economic Alternative, published by the TUC in
February 1981. This wider programme includes ex-
pansion of the public services, improved social bene-
fits, and a fairer sharing out of the tax burden,

including tax cuts for the poor.

The TUC will be developing its policies in more detail,

L
but this publication highlights major priocrities in the
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A five-year £24 billion programme of public in-
vestment will provide jobs throughout the
economy. First in the building and civil engineer-
ing industries, then in the building materials and
mechanical engineering industries, and so on as
extra orders and spending power work their way
through the economy.

These 500,600 jobs are not artificial. They are not
the result of make-work schemes or extravagant
‘white elephant’ projects. These jobs will help
meet real needs.

The housing waiting list is growing.

The energy crisis demands better insulation and
investment in new forms of energy.

The cracks in our motorways and the delays they
cause are well known to all those who travel by
road, as are British Rail’s old-fashioned and dilapi-
dated rolling stock to rail passengers.

Britain’s sewerage system — the legacy of invest-
ment in the Victorian era —is breaking up.

The high technology end of the public sector
needs funds too, for example British Telecom
desperately needs extra funds to modernise the
telecommunications system.

So the public sector needs investment to survive,
that is the crucial, but not the only, argument.

All of the private sector will benefit from this in-
vestment. This will come from extra orders, and
also through a boost to private sector efficiency,
for example, through improved transport and
communications networks.

One thing and one thing only is holding up the
introduction of this programme. It is not finance.
The savings are there to finance investment. What
is lacking is the political will and the imaginaticn
to put these savings to work for the benefit of the
British people.
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Investment

Every society needs to invest, in other words to use
resources now to bring benefits for the future. But over
the past year investment has slumped.

Between the last three months of 1979 and the last
three months of 1980 investment in manufacturing
industry fell by 20 per cent, the biggest recorded fall for
over a decade. Over the same period total investment
fell by 7.8 per cent—with a 6.8 per cent fall in the private
sector, a 16.6 per cent fall in central and local govern-
ment, and a 3.5 per cent fall in public corporations.

North Sea Oil

The TUC has firmly supported extra investment as a
priority use of North Sea oil benefits. In fact the exact
opposite has happened. As North Sea oil has come on
stream, investment has fallen. A vital national asset is
being squandered.

Social Needs

Public investment has a key role. It is needed to meet
basic social needs. Good housing, modern hospitals
and schools, parks, libraries and leisure facilities all
need public investment. If public investment falls then
these social needs go unmet, as there is no way the
private sector could fill the gap.

Nationalised Industries

The nationalised industries dominate Britain‘s core
industries, such as energy, transport and communi-
cations. Far too often these industries have been the
subject of ill-informed attack. Their efficiency record is
as good as, and in many cases better than, comparable
industries overseas. Their record stands up well in
comparison with the private sector, and in addition
they meet many social needs, for example providing
services in remote rural areas.

Neither are the nationalised industries over-
subsidised. As Plan for Growth, the 1981 TUC
Economic Review, showed, BR is less of a burden on
the public purse than any other rail system in Europe
apart from the Swedish railway. The subsidy on UK
produred coal is only £2 a tonne compare d with £35 a
tonne in West Germany and £66 a tonne in France

No one pretends that there is no room for improve-
ment in the efficiency of the nationalised industries.
But such improvements cannot be made if the national-
ised industries are prevented from modernisation by
over-rigid cash limits, or External Financing Limits
(EFLs) as they are known in the nationalised industries.

2

% i

Public Sector Enterprise

*The mid-70s saw the development of a new role for

public investment — in manufacturing industry. This
stemmed from the nationalisation of the shipbuilding
and aerospace industries and the development of the
National Enterprise Board (NEB). The public sector has
shown itself far more enterprising than so-called
‘private enterprise’, which in many cases shows itself
to be slothful, conservative and unimaginative.
Britain’s micro-electronics and compuier industry
owes much to the enterprise of the public sector.

Interdependence

The public sector also has a key role in terms of its links
with the private sector.

A recent study by the National Economic Development
Office (NEDO) shows clearly that the fortunes of the
public and private sectors are closely linked. For in-
stance, about one third of sales within the UK involve
the public sector as buyer or seiler. And one eighth of
all goods and services produced by the private sector
are bought by the public sector. In some industries this
proportion is much higher. For instance, in mining
machinery and civil engineering about 80 per cent of
output is bought by the public sector; and clectronics,
pharmaceuticals, and mechanical handling sell about
half.

These links mean that cuts and uncertainties in public
investment have reduced investment, discouraged
innovation, and lost jobs in many key private sector
industries.

The close links between the public and private sectors
mean that expansion in the public sector will be largely
met from home resources and not from imports.
Although there is room for improvement the pur-
chasing record of public firms and authorities is a good
one, and much better thanthe private sector.

The interdependence of the public and private
has been ignored by the Government.

The Government's response has been to restrict the
finance available to central and local government and
nationalised industries so much so that worthwhile
investment projects have been halted.

sectors

denationalisation

Moreover, the Government has proceeded with its
denationalisation plans. These involve selling off the
profitable parts of the public sector but leaving the
rest. Local authorities, health authorities, and central
government are being threatened by the moves to-
wards contracting out. Public industries are under




threat from denationalisation and the NEB has been

gutted.

There are many fears about the effects of denational-
isation. Among the foremost is the threat to the struc-
ture of many of our nationalised industries, which
provide a comprehensive network of service through-
out the country.

.

The TUC has warned the Government of the total
opposition of the trade union Movement to further
denationalisation moves, such as the sale of British
Gas showrooms, and ports and harbours. These sales
will make it more difficult to carry out the investment
programme set out in this statement.

Key Points

Investment has slumped, despite North Sea oil:
a vital national asset is being squandered.

B Public investment is needed to meet social
needs.

Nationalised industries are as efficient as any in
the world, and often more efficient than the
private sector.

Nationalised industries in Britain receive fewer
subsidies than foreign nationalised industries.

The prosperity of the private sector dependson a
healthy public sector.
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A Five-Year Plan

The cuts in public investment last year follow five
years of cuts as Figure 1 below shows.

Figure 1: .
Restoring the Cuts

£ billion
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Source: The Government's Expenditure Plans 1981/82 to 1983/84 and

Figure 1 shows how public investment has fallen from
over £16 billion in 1975/76 to £10 billion this year. The
TUC's five-year plan for the part to be played by public
investment in the reconstruction of Britain is shown by
the lighter area on the right-hand side of the diagram.

The Government’s plans are to maintain public sector
capital spending at over £9 billion in 1981/82. It is
assumed that the Government will continue to plan for
this level of spending up to 1986/87. This is shown by
the dotted line. The TUC programme is for an increase
of nearly £3 billion in 1982/83 and successive in-
creases in the following four years to restore the
annual level of spending in real terms to the 1975 76
level.

In total the TUC is advocating extra spending of £24
billion over the next five years. One point needs to be
clarified at the outset. The £24 billion figure is on top of
the spending plans already authorised by the Govern-
ment. For example, investment in the coal industry or

4

1975/76 1976/77 ‘ 1977/78 1978/79 '1979/80 1980/81 1981/82 1982/83 1983/84 ‘ 1984/85 1985/86 1986/87

the Government'’s Expenditure Flans 1379/80 t

the investment in the gas gathering pipeline is in-
cluded in present plans rather than the TUC proposals.

he TUC cannot emphasise enough that the public
spending package must be seen as a whole. In other
words protecting existing plans from further cuts is
just as important as increasing capital spending.

Time Lags

Public investment is not a tap which can be turned on
and off at will. A major TUC criticism of the way public
spending is planned, particularly the use of cash limits,

v projects

lana-term nature of manr

iaeaity IUC would like to restore the £16 biliion
plus annual spending right away; that is unfortunately
not practicable, but a start can be made next year on
quick acting projects. Some of the restrictions in the
system which cause unnecessary delays in major

public projects, for example frequent design changes,

e




should be removed. These can cause problems by
rapidly increasing costs.

In the detailed proposals set out below the TUC has
deliberately chosen a mix of projects; from projects
with a very long-run time scale such as the construc-
tion of a power station to projects which could be
started almost immediately such as the renovation,
repair and insulation of homes. The TUC has also
chosen a mix of projects involving the building and
civil engineering sections of the construction industry.

Benefits to the Construction
Industry

Many of the projects outlined below will bring major
Y J :

benefits for the construction industry which is at
present experiencing record levels of unemployment.
Official figures show that one in four construction
workers are jobless. Using estimates provided by the

Building Research Establishment (BRE — a Govern-
ment research centre for the construction industry) the
TUC has calculated how many jobs will be created for
on-site . construction manual workers. These are
*shown for each of the programmes set out below.

& Public investment has been cut for five years:
the TUC's five-year programme will restore
these cuts.

JC’s programme will cost nearly £24
n over five years.

Ali this money is on top of what the Government

is likely to spend. But existing plans must also be
protected.

Public investment cannot be turned on and off
like atap: this is why it will take five years to get
back to the 1975/76 level of investment.

These projects are a mix of quick acting
programmes such as house repairs, and long
term programmes such as sewer reconstruction
and power station building.

Many of the projects will benefit the hard-
pressed building and civil engineering indus-
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The programme set out below includes house renovation, repair, and construction; the inner cities regeneration
programme; health and education; and sewer replacement. It also covers investment in roads, railways, ports and
airports; telecommunications; and energy conservation and power station construction.

Nothing illustrates better the social need for public
investment than the growing housing waiting list. This
social crisis has been caused by the savage cuts Iin
the number. of new council houses being built. In
1975 over 110,000 new council houses were started. By
1980 the number of new council houses started
had slumped to 27,000. The housing crisis has hit
both inner city and rural areas alike. The thoughtless
sale of council homes has also added to this crisis.
The results of these policies are shown in Figure 2
below.

In 1981/82, Shelter estimates that new council house
construction and relets will provide about 125,000 new
homes for people on the waiting lists. By 1984/85 this
will have fallen to 85,000.

By the end of the decade, in eight years’ time, this
means that 715,000 new council homes will have been

Figure 2:

Projected Housing Waiting List
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Note: Figure for 1984/85* to end of 1984 only.
Source: Shelter 1980 Waiting List Survey, England.
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provided. If the waiting list gets no bigger than
2 million, this means providing an extra 1.2 million
.council houses by 1989. -

The TUC proposes that this growing housing crisis
should be tackled by a £20 billion renovation and re-
building programme. This would take place over the
next eight years. It will involve building a million new
council houses and renovating another 200,000 empty
and hard-to-let council houses. But every year this
programme is delayed will increase the size of the
problem: quick action by the Government is essential.

Most of the money spent in the first year of the pro-
gramme would go on repairs and renovations rather
than new buildings. But it is essential that plans are
laid as quickly as possible for new buildings so that
land can be bought and cleared, and architects’
designs drawn.

Therefore over the next five years an extra £11%
billion should be spent on house building and
£1 billion on house renovation and repair.

The £1 billion house repair programme wili create
15,400 construction jobs.and the £11% billion house
building programme will create 122,000 jobs.

£11V4 billion
House building
programme

122,000 jobs

i

£1 billion

House repair
programme

15,400 jchs

£1 billion £11% billion




Inner City
Regeneration

The TUC has recently issued a policy statement,
Regenerating our inner cities. This called for a sub-
stantial increase (to £700 million) in assistance to inner
cities. Part of this will come from some of the main
spending programmes outlined elsewhere in this state-
ment.

The main urban programme will in its first year require
an additional £390 million on top of what the Govern-
ment already provides. The TUC made it clear that in
future years this sum would have to be increased.

A minimum estimate for the extra resources required
over the next five years would be around £2,000 mil-
lion on such projects as land acquisition, clearance,
house renovation, leisure and community facilities
and building new industrial premises in the inner
cities.
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Health

The TUC 1981 Economic Review called for a substan-
tial increase in resources for the National Health
Service (NHS), in line with a three per cent real in-
crease in annual expenditure. This is urgently needed
to maintain and improve standards of health care,
particularly for our ageing population. Some of this
money will go on building improvements and alter-
ations, and on new building works.

On past trends, about £75 million a year could
be spent on work involving the construction industry.

Over five years, this would require £375 million. This
would provide for over 3,800 construction jobs.

Education

The latest School Inspectors’ Report found that over
half the Local Education Authorities (LEAs) in England
have reduced repairs and maintenance. The Inspec-
tors also found that out of 900 school premises in-
spected, 300 were in a poor physical condition.

In order to provide decent school and college buildings
for all our children, these deficiencies must be put right
and, where necessary, new buildings provided. The
exact cost of this is not known. But the Government is
plarning to cut £125 million from capital spending in
1981/82, compared with 1979/80. Instead, this money
should be used to repair and maintain schools, and
provide new buildings. This would mean £625 million
over five years, and create nearly 7,000 construction
jobs.

The Sewerage.

The sewerage system is well beyond its expected life-
span. In areas with particularly aged sewers, such as
the North West, up to three sewers per day are collaps-
ing. The cost of replacing the oldest parts of the system
has been estimated at around £4 billion. This would
obviously be spread over a number of years.

There are wider benefits from a replacement pro-
gramme. These inciude less risk to pubiic health and a
modern efficient system fully capable of treating a
wide variety of industrial effluents, and supplying in-
dustrial demand for water. The programme will also
remove delays in housing expansion.

Over five years, a partial replacement programme
could cost £1,000 million.

Replacing Britain’s out-dated sewers would demand
5,000 construction jobs.

The design lifetime of many of the older motorways is
now coming to an end. The Government estimates
that at least 50 miles of motorway will need rebuilding
each year for the foreseeable future. Wherever pos-
sible, the rate of replacement should be accelerated to
ensure that motorways are maintained to a nigh
standard and to minimise the length of time over
which existing motorway traffic is disrupted by re-
building.

Si!lL,?: X Lre
road construction and maintenance savagely. Ma
badly needed roads are only being held up by lack of
money, and the RAC has recently described the state of

roads as appalling.
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If these cuts are to be restored over the next five years,
then annual extra expenditure on roads would have to
be increased by about £570 million.

This programme will require nearly 15,000 construc-
tion jobs.

Railways

The railways badly need to renew worn-out assets.
British Rail estimate that if this investment does not
take place, then by 1990 over 3000 miles of track will no
longer be safe to use, and another 800 will have speed
restrictions. In addition, signal failure incidents will
more than double, and the availability of locomotives
will fall. by between a quarter and a fifth. Renewal of
these assets will require an extra £72 million a year for
ten years.

In order to electrify main line services, British Rail also
estimate that they will need about £36 million a year
for ten years. On top of this, BR would like to invest an
extra £92 million per year in the overstrained London
and South East region commuter network, and
another £10 million per year to improve services to
Stansted and Gatwick.

These proposed investments are all additional to cur-
rent railway investment and to a possible Channel
Tunnel. It is difficult to say just how much would be
spentin the first five years. BR estimates that if the plan
was authorised in 1981 then most spending would take
place after 1983, and investment would not peak until
1987.

Adding up the average annual total gives a five-year
total of £360 million on renewing assets, £180 million
on main line electrification, and £510 million on other
service improvements. This gives an overall railway
investment total of around £1 billion over five years.

The BRE have not produced figures for the employ-
ment content of railway investment, but BR have esti-
mated that the electrification programme will involve
2,000 new jobs both inside and outside BR. The pro-
gramme in total will help protect many tens of thou-
sands of jobs of those working in railway workshops
and those involved in railway operations.

Ports and Airports

There is a need for greater investment to modernise
ports and airports. In addition, a Channel Tunnel, or
other channel crossing is likely to be started in the next

8

five years. The form such a crossing might take (such
as a rail only tunnel, a road and rail tunnel, or a com-

bined bridge and tunnel) is still under discussion.
Whatever the form such a fixed crossing takes, it is

clear that substantial investment will be required in
ports and harbours in order to modernise them. As a
first step, the cuts in real terms since 1979 must be
restored. This would mean an extra £24 million for
ports over the five years.

The British Airports Authority (BAA) estimates that
new airport improvements and construction will cost
£120 million per annum. The BAA's plans are based on
Stansted, Gatwick, and Heathrow. Consideration must
also be given to improving facilities at other regional
airports, and this may mean diverting some of the
planned investment elsewhere. Airport improvements
over the next five years are likely to cost at least £600
million, but this figure may have to be increased to
fully accommodate regional airport improvements.

In total, ports and airport development will create over
3,000 construction jobs.

a
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2= 1 Telecommunications

British Telecom {BT) estimates that it needs to spend
£2.2 billion a year over the next five years to expand
and bring the telecommunications network up to date.
For instance, 70 pe cent of telephone connections still
go through old-fashioned Strowgor exchanges and
this needs to be replach by ‘System X' exchanges.
Similarly, the underground cable network is in many
cases old and patched up, and requires replacing.
Many exchanges and cables are now over 30 years old.
The shortfall in investment is currently running at £200
million per annum —or £1 billion over five years.

The construction jobs content of this is relatively smai,
but as with BR, the main effect will be to protect exist-
ing jobs in BT and in its supplying industries.

Energy Conservation

The TUC 1981 Energy Review supported the expan-
sion of projects desianed to increase enerav conser-
vation, pat rticul :{"’ insulation and other construct
related muasures These could provide up to unf):ne
£450 million for a public sector insulation programme,
and an extra £75 million for the private sector, both
programmes to be spread over four years.

This could provide for another 7,000 construction jobs.




Power Stations

The TUC Energy Review also called for an ordering
programme to provide an average 2 GW capacity each
year. This compares to an indicated maximum of 1.5
GW planned by the CEGB. The additional costs of this
programme over five years, would be about £1,250
million, and could require 6,250 construction workers.

Key Points

B An eight-year construction and repair and
renovation programme should be started to
provide 1.2 million new council homes. The first
five years of this programme would cost £12,250
million.

The main urban programme will need at least
£2,000 million extra over the next five years.

Health and education buildina work will need an
extra £1,000 million.

The sewerage system will need an extra £1,600
miliion to start a badiy needed repiacement
programme.

Road maintenance and construction will need
another £570 million a year for five years: this
means another £2,850 million over five years.

Railway investment needs to be increased by
£1,000 million over five years.

Ports and airport improvements will cost an
extra £624 million.

Telecommunication investment need an extra
£1,000 million over five years.

Energy conservation will need an extra £450
million.

Extra power station capacity will need £1,250
million.
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The Direct Job Effect

The £24 billion programme would create over 1 million
man years of construction work, which over a five-year
period is equivaient to 200,000 jobs for construction
operatives. However, the impact on staff has also to be
considered, such as architects, designers,. planners,
and clerical workers. Because these account for 25 per
cent of employees in the industry, it is assumed that a
quarter of the new jobs created will also be support
staff. This will increase the direct job creation figure to
1,310,000 man years.

Jobs Created Elsewhere

But this will not be the only employment effect of these
measures. There are two more effects to consider.

B Firstly, jobs can be created indirectly in industries
supplying the investment industries (e.g., railway
engineering firms, electronic and electrical equipment
suppliers) and in firms supplying the suppliers (e.g.,
steel).

Secondly, jobs can be created elsewhere by the
extra income and output produced by direct and in-

direct employment effects (e.g.,
industries).

consumer goods

" These effects are of great importance, but they are

difficult to calculate exactly. Various research studies
show that these effects will mean that for every job
created directly by this programme a further job would
be created indirectly in the economy. This effect is
cailed the ‘'employment multiplier’.

The following example shows how this might work. A
new house will provide extra orders for the building
materials and supplies industry, and all the firms
which supply them. Orders for paint will in turn benefit
the chemical industry. Orders for metal fittings will
help the light engineering industry. And so on.

But the multiplier is wider than this. At each stage in
the process extra workers will be taken on, mainly in
the construction industry but also in the supplying
industries further down the line. The extra income will
then be spent creating new orders and therefore
employment throughout the economy. It can mean
extra orders both for large firms and the corner shop.

To get the total job effect the figure of 1,310,000 needs
to be multiplied by two to give 2,620,000 man years
over five years or over 500,000 jobs.

NEW HOMES

s
-

Key Points

B For every job the TUC’s programme creates
directly another job is created elsewhere.

Some of these jobs created elsewhere will be in
supplier industries: others will be in consumer
goods and service industries.

This means that the programme will create
500,000 new permanent jobs over the next five
years.
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Why the Government should
borrow to invest

Investment is provision for the future. It is quite normal
to borrow to finance that investment. Companies bor-
row to finance their investment; there is no reason
why the public sector should not do the same. The TUC
has already published plans for a National Investment
Bank to finance major projects and for a radical reform
of the system of financing the nationalised industries.

There is nothing wrong in the Government borrowing
either to spend itself or make grams to public bodies,
e%pecm"” if it can put the nation’s savings to good use.
If the private business sector is not willing to borrow,
the recession will deepen still further unless the public
sector does

Why the Government says it
cannot invest

The Government claims that it is unable to increase
public spending, in the inner cities as in other areas,
because of the effect on private sector industry. It
claims that increasing public sector investment or cur-
rent spending, for example, on housing, schools or
hospitals will reduce the private sector, and increase
infiation. The Government claims that increasing
public spending would require an increase in its bor-
rowing which would raise interest rates. This would
cause private sector spending to fall by an equal
amount, and the economy would be no better off.

Alternatively, it argues that increasing investment by
borrowing from the banks will increase the money
supply and increase inflation.

Why the Government is wrong

Both the National Economic Development Office and
the Bank of England have recently studied these argu-
ments and neither could find evidence to support
them.

B Firstly, high levels of Government borrowing do not
mean that the level of interest rates must also be high.
For example, in the past year Government borrowing
has remained high, yet interest rates have been re-
duced.

most studies show that private sector
strongly influenced by the level of
activity onomy than by interest rates. Public
sector investment will in fact boost acuvny and en-
courage private sector investment.

B Secondly,
investment is more

n the el

Thirdly, no firm evidence exists to show that
increases in the money supply mean higher inflation.
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B Fourthly, little evidence exists that the level of
demand in the economy is an important influence on
the rate of inflation.

B

This programme will mean an increase in the amount
the Government borrows in the short term. But in the
long run the financing problem will be eased as the
economy expands and Government borrowing falls as
a proportion of national wealth.

Moreover, it must make more economic sense to use
public money on modernising the economy rather
thar on paying unemployment benefit. If the truth
were told it is the Government’s own policies which
have destroyed the finances of the public sector
through a failure to recognise this simple fact. Their
plan to cut Government borrowing has failed and the
costs have been enormous.

Priorities
But the argument for borrowing does not imply that

resources are !imitless and that no choices cn priori-
ties have tc be made. Within this pregramme difficult

WS

decisions will have to be made about the regional

balance of spending. Even a five year £24 billion pro-

gramme will not meet ali the needs of society.
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This programme for the reconstruction of Britain is an
essential part of the TUC's Plan for Growth. Public
investment must spearhead growth. However, it is not
the only form which economic growth will take. The
TUC's economic alternative also involves increases in
living standards, private investment and exports, but it
is an increase in public investment which can provide
the stimulus to the rest of the economy.

The TUC wishes to underline one point. An expansion
of public investment should in no way be accom-
panied by a cut in the public services. It is no good
building new hospitals and schools if there are no
funds to provide for nurses and teachers to staff them.
Moreover, an increase in public investment matched
by a cut in other public spending would leave the
economy no better off.

This programme is a bold one. But it is also a realistic
one. The 1981 TUC Economic Review showed how the
economic alternative would work. This document has
established one key part of that alternative. Now,
as registered unemployment climbs inexorably to 3
million and beyond, the Government must change
course.







With the Compliments

of the

Chancellor of the Exchequer’s

Private Secretary

Treasury Chambers,
Parliament Street,

SW.1




12 3456 7 8 910111213 14151617 1819 20 21 22

rXe—-—IO MMmMmOoOOmw>»
rX«c —-—-I @G TMMmMmOoOOm >»

123456 78 91011121314151617 1819 20 2122

-

IT8.7/2-1993 Printed on Kodak Professional Paper

2009:02 Fﬁ?&%s IT-8 Target Charge: R090212




