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C A B I N E T 

R E G I O N A L I N D U S T R I A L P O L I C Y 

M e m o r a n d u m b y t h e S e c r e t a r y o f S t a t e f o r I n d u s t r y 

1. W e a g r e e d i n O p p o s i t i o n t h a t e x p e n d i t u r e o n r e g i o n a l p o l i c y , 
e s p e c i a l l y i n i t s i n d u s t r i a l a s p e c t s , w a s e x c e s s i v e a n d f a r f r o m c o s t 
e f f e c t i v e . E x p e n d i t u r e u n d e r t h e I n d u s t r y A c t 1 9 7 2 n o w r u n s a t a b o u t 
£575 m i l l i o n a y e a r . W e t h o u g h t t h a t i t s h o u l d b e p o s s i b l e t o s a v e s o m e 
£240 m i l l i o n o f t h i s . A c c o r d i n g l y , o n t a k i n g o f f i c e , I a n d t h e o t h e r 
M i n i s t e r s m o s t c l o s e l y c o n c e r n e d s e t i n h a n d a r e v i e w o f r e g i o n a l p o l i c y 
i n o r d e r t o i d e n t i f y i n d e t a i l t h e w a y s i n w h i c h e x p e n d i t u r e c o u l d b e c u t 
and o t h e r i m p r o v e m e n t s m a d e . T h e M i n i s t e r i a l C o m m i t t e e o n E c o n o m i c 
S t r a t e g y , S u b - C o m m i t t e e o n E c o n o m i c A f f a i r s ( E ( E A ) ) d i s c u s s e d t h e 
r e s u l t s o f t h a t r e v i e w o n 2 8 J u n e . W e d i d s o o n t h e b a s i s o f a p a p e r b y 
the M i n i s t e r o f S t a t e , D e p a r t m e n t o f I n d u s t r y ( L o r d T r e n c h a r d ) c o v e r i n g 

a f u l l r e p o r t b y o f f i c i a l s ( E ( E A ) ( 7 9 ) 1 3 ) , w h i c h i s s u m m a r i s e d i n t h e A n n e x 
a t t a c h e d . W e a l s o h a d b e f o r e u s a p a p e r b y t h e S e c r e t a r y o f S t a t e f o r 
W a l e s ( E ( E A ) ( 7 9 ) 1 4 ) e x p r e s s i n g h i s c o n c e r n t h a t w e w e r e b e i n g a s k e d t o go 
too f a r , t o o f a s t a n d t h a t t h e p r o p o s a l s a s t h e y s t o o d c a r r i e d h e a v y 
p o l i t i c a l a n d e c o n o m i c p e n a l t i e s a n d s h o u l d b e m o d i f i e d . H i s v i e w w a s 
s t r o n g l y s u p p o r t e d i n d i s c u s s i o n b y t h e S e c r e t a r y o f S t a t e f o r S c o t l a n d . 

2 . M o s t o t h e r m e m b e r s o f t h e S u b - C o m m i t t e e , o n t h e o t h e r h a n d , f e l t 
that g i v e n o u r o b j e c t i v e t o r e d u c e p u b l i c e x p e n d i t u r e a n d e l i m i n a t e w a s t e , 
the p r o p o s e d c h a n g e s i n r e g i o n a l p o l i c y w e r e a b o u t r i g h t . A n u m b e r o f 
c o l l e a g u e s , h o w e v e r , w e r e c o n c e r n e d a b o u t t h e t i m i n g a n d p r e s e n t a t i o n o f 
a n y a n n o u n c e m e n t o f t h e c h a n g e s e n v i s a g e d . A n u m b e r o f M i n i s t e r s f e l t 
tha t t h e r e g i o n a l p o l i c y c h a n g e s , o n t h e i r o w n , w e r e e s s e n t i a l l y n e g a t i v e . 
It w o u l d h e l p c o n s i d e r a b l y , t h e y t h o u g h t , i f t h e y c o u l d b e p r e s e n t e d i n t h e 
c o n t e x t o f a m o r e p o s i t i v e G o v e r n m e n t p r o g r a m m e t o e n c o u r a g e e n t e r p r i s e 
and s t i m u l a t e i n v e s t m e n t s , p a r t i c u l a r l y i n s m a l l f i r m s . O n e p o s s i b i l i t y 
h e r e w o u l d b e t h e s c h e m e p u t f o r w a r d b y t h e S e c r e t a r y o f S t a t e f o r t h e 
E n v i r o n m e n t i n h i s l e t t e r t o m e o f 2 7 J u n e , f o r s u b s t a n t i a l t e m p o r a r y 
i n d u c e m e n t s f o r n e w i n v e s t m e n t t h i s y e a r . O t h e r a c c e l e r a t o r p r o p o s a l s 
h a v e a l s o b e e n s u g g e s t e d a n d o t h e r s a r e b e i n g d e v e l o p e d . T h e s e c o u l d 
i n v o l v e t a x r e b a t e s , a d d i t i o n a l g r a n t s , g u a r a n t e e s o r a m i x t u r e o f a l l 
t h e s e . A l l t h e s e s c h e m e s r e q u i r e t o b e w o r k e d o u t i n d e t a i l b e f o r e 
M i n i s t e r s c a n c o n s i d e r t h e m . A n d I a m n o w a d v i s e d t h a t i t i s t o o l a t e t o 
w o r k o u t a n d i n c l u d e a n y c o m p l i c a t e d n e w s c h e m e i n t h e p r e s e n t F i n a n c e 
B i l l . 
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3, T h i s l e a v e s o p e n t h e p o s s i b i l i t y o f a n n o u n c i n g t h e G o v e r n m e n t s 
i n t e n t i o n s i n v e r y b r o a d t e r m s a n d p u t t i n g f l e s h o n t h e m l a t e r i n t h e y e a r . 
B u t t h i s c o u r s e i s r i s k y . E v a n a v e r y g e n e r a l s t a t e m e n t a t t h i s s t a g e 
w o u l d c o m m i t u s t o t a k i n g s o m e s o r t o f a c t i o n b e f o r e w e a r e s u r e w e c a n 
w o r k o u t a v i a b l e s c h e m e o r s c h e m e s a n d , b e c a u s e o f i t s i m p r e c i s i o n , i t 
m i g h t n o t b e v e r y c o n v i n c i n g . I b e l i e v e t h a t t h e r e a l c h o i c e l i e s b e t w e e n 
a n n o u n c i n g o u r r e g i o n a l p a c k a g e n o w , w i t h o u t a n y o f f s e t t i n g m e a s u r e s 
( o th e r t h a n o u r f u t u r e a p p r o a c h t o s e c t i o n 8 o f t h e I n d u s t r y A c t 1 9 7 2 
i n c l u d i n g t h e S e l e c t i v e I n v e s t m e n t S c h e m e ) o r p o s t p o n i n g a d e c i s i o n t o t h e 
a u t u m n w h i l e t h e o t h e r p o s s i b i l i t i e s a r e e x a m i n e d . I t g o e s w i t h o u t s a y i n g 
that d e l a y b e y o n d t h e s u m m e r r e c e s s i n v o l v e s a c a s h p e n a l t y i n s a v i n g s 
f o r g o n e . T h e a d v i c e I h a v e i s t h a t a t h r e e - m o n t h s 1 d e l a y i n a n n o u n c i n g 
o u r n e w r e g i o n a l m e a s u r e s m i g h t r e s u l t i n t h e l o s s o f £ 2 0 - £ 3 0 m i l l i o n o f 
s a v i n g s i n 1 9 8 0 - 8 1 a n d s o m e f u r t h e r l o s s p e r h a p s o n a s m a l l e r s c a l e i n t h e 
two s u c c e e d i n g f i n a n c i a l y e a r s . E v e n m o r e i m p o r t a n t t h e r e i s a s e r i o u s 
r i s k t h a t f i r m s m a y p o s t p o n e t h e i r i n v e s t m e n t d e c i s i o n s u n t i l o u r 
a n n o u n c e m e n t . 

4 . A g a i n s t t h i s b a c k g r o u n d I w o u l d s u g g e s t t h a t o u r d i s c u s s i o n i n 
C a b i n e t s h o u l d s e e k t o a n s w e r t h e f o l l o w i n g q u e s t i o n s : ­

a . D o w e c o n f i r m t h a t r e g i o n a l p o l i c y m u s t m a k e a s u b s t a n t i a l 
c o n t r i b u t i o n t o t h e c u t s i n p u b l i c e x p e n d i t u r e w e a r e s e e k i n g ? 
I s t h e s c a l e o f t h e p r o p o s e d c u t s a n d t h e i r e f f e c t o n i n d u s t r y 
a c c e p t a b l e ? 

b . I f s o , d o w e a c c e p t t h e b a s i c p r o p o s a l ( p a r a g r a p h 2 o f t h e 
A n n e x ) t h a t t h e r a t e o f R e g i o n a l D e v e l o p m e n t G r a n t ( R D G ) i n 
D e v e l o p m e n t A r e a s ( D A s ) s h o u l d b e r e d u c e d , a f t e r 12 m o n t h s 
n o t i c e , f r o m i t s p r e s e n t l e v e l o f 2 0 p e r c e n t t o 1 0 p e r c e n t ? O r 
d o w e p r e f e r t h e S e c r e t a r y o f S t a t e f o r W a l e s ' p r o p o s a l t h a t t h e 
r a t e o f R D G s i n t h e s e a r e a s s h o u l d b e s e t a t 1 5 p e r c e n t - w i t h a 
c o n s e q u e n t r e d u c t i o n i n s a v i n g s b a s e d o n t h e 1 9 7 8 E x p e n d i t u r e 
W h i t e P a p e r , a f t e r t h e n e c e s s a r y t r a n s i t i o n a l p e r i o d , o f 

£ 6 0 m i l l i o n ? I f a c c o u n t i s t a k e n o f c h a n g e d f o r e c a s t s s i n c e t h e 
1 9 7 8 E x p e n d i t u r e W h i t e P a p e r t h e n e t c o s t w o u l d b e £ 3 0 m i l l i o n , 
a s s u m i n g b o u n d a r y c h a n g e s a r e a c c e p t e d a s p r o p o s e d . 

c . D o w e a c c e p t t h a t R D G s i n i n t e r m e d i a t e a r e a s s h o u l d b e 

a b o l i s h e d a f t e r 12 m o n t h s n o t i c e f a f t & y - a H n u n j i t i u n a l u u i l u d ? . 

d . D o w e a c c e p t t h a t t h e A s s i s t e d A r e a m a p s h o u l d b e r e d r a w n 
a f t e r a t r a n s i t i o n a l p e r i o d o f o n e t o t h r e e y e a r s a s p r o p o s e d i n 
p a r a g r a p h 1 o f t h e A n n e x w i t h a c o n s e q u e n t i a l s a v i n g o f £ 4 0 t o 

£ 5 0 m i l l i o n a y e a r a n d a r e d u c t i o n i n t h e p r o p o r t i o n o f t h e 
p o p u l a t i o n r e s i d i n g i n A s s i s t e d A r e a s f r o m 4 0 t o 2 5 p e r c e n t ? 
A n y m a p o f A s s i s t e d A r e a b o u n d a r i e s g i v e s r i s e t o c r i t i c i s m a n d 
d i f f i c u l t i e s w h i c h i s o n e r e a s o n w h y t h e 1 9 7 2 b o u n d a r i e s w e r e 
d r a w n g e n e r o u s l y , a l t h o u g h e x p e r i e n c e s i n c e t h e n s u g g e s t s t h a t 
s u c h g e n e r o s i t y i n c r e a s e s t h e r e s e n t m e n t o f t h o s e w h o r e m a i n 
e x c l u d e d . T h e n e w m a p , w h i l e i t r e p r e s e n t s a d e g r e e o f 
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c o m p r o m i s e b e t w e e n D e p a r t m e n t s , i s b r o a d l y b a s e d o n 
o b j e c t i v e c r i t e r i a . W i t h i n i t t h e m o s t d i f f i c u l t p r o b l e m 
i d e n t i f i e d b y t h e S e c r e t a r y o f S t a t e f o r W a l e s i s th-3 s t a t u s t o 
b e a c c o r d e d t o t h e M e r t h y r , P o n t y p r i d d a n d A b e r d a r e t r a v e l t o 
w o r k a r e a s w h i c h a r e a t p r e s e n t S p e c i a l D e v e l o p m e n t A r e a s ( S D A s ) 
b u t w h i c h , o n t h e p r o p o s a l s , w o u l d b e c o m e D A s . T h e S e c r e t a r y 
o f S t a t e a l s o a s k s t h a t l a r g e l y r u r a l p a r t s o f D y f e d , G w y n e d d a n d 
P o w y s t h a t a r e s c h e d u l e d , o n t h e p r o p o s a l s , t o l o s e t h e i r 
D e v e l o p m e n t A r e a s t a t u s s h o u l d b e c o m e I n t e r m e d i a t e r a t h e r t h a n 
n o n - A s s i s t e d A r e a s . A s t r o n g p o l i t i c a l c a s e c a n o f c o u r s e b e 
m a d e t o s u p p o r t t h e s e s u g g e s t i o n s . T h e p r o b l e m h o w e v e r i s 
t h a t t h e r e a r e m a n y a r e a s i n E n g l a n d w h i c h h a v e a s t r o n g c l a i m , 
o n o b j e c t i v e c r i t e r i a , t o b e t r e a t e d o n a p a r w i t h t h e s e a r e a s . 
S i g n i f i c a n t r e d r a w i n g o f t h e b o u n d a r i e s i n W a l e s w o u l d t h e z e f o r e 
b e l i k e l y t o l e a d t o s u b s t a n t i a l p r e s s u r e f o r r e d r a w i n g o f t h e 
b o u n d a r i e s i n t h e r e s t o f G r e a t B r i t a i n . 

e . D o w e a c c e p t t h e t r a n s i t i o n a l a r r a n g e m e n t s f o r t h e c h a n g e s 
d e s c r i b e d i n p a r a g r a p h s 1 a n d 2 o f t h e A n n e x o r d o w e i n t r o d u c e 
t h e m a j o r m o d i f i c a t i o n a s s u g g e s t e d b y t h e S e c r e t a r y o f S t a t e f o r 
W a l e s , e g b y r u l i n g o u t d o w n g r a d i n g o f a n y A s s i s t e d A r e a b y m o r e 
t h a n o n e s t e p o n t h i s o c c a s i o n ? S u c h a n o u t c o m e w o u l d b e b i t t e r l y 
r e s e n t e d i n t h o s e p a r t s o f t h e p r e s e n t N o r t h W e s t a n d Y o r k s h i r e 
I n t e r m e d i a t e A r e a s w h i c h a r e t o b e d o w n g r a d e d . 

f . D o w e a c c e p t t h e p r o p o s e d r e l a x a t i o n , t h o u g h n o t t h e a b o l i t i o n 

o f t h e I n d u s t r i a l D e v e l o p m e n t C e r t i f i c a t e c o n t r o l s ? 

g . D o w e a c c e p t t h e o t h e r , r e l a t i v e l y m i n o r a n d s o f a r a s I a m 
a w a r e c o m p l e t e l y u n c o n t e n t i o u s , p r o p o s a l s i n p a r a g r a p h s 3 , 5 a n d 
7 o f t h e A n n e x o n s u c h m a t t e r s a s t h e a d m i n i s t r a t i o n o f r e g i o n a l 
s e l e c t i v e a s s i s t a n c e , t h e f a c t o r y b u i l d i n g p r o g r a m m e a n d p o l i c y 
t o w a r d s I n n e r C i t i e s , N e w T o w n s a n d L o c a l A u t h o r i t y p o w e r s t o 
a s s i s t i n d u s t r y ? 

h . S h o u l d t h e S c o t t i s h a n d W e l s h D e v e l o p m e n t A g e n c i e s a n d t h e 
H i g h l a n d s a n d I s l a n d s D e v e l o p m e n t B o a r d a n d t h e D e v e l o p m e n t 
B o a r d f o r R u r a l W a l e s , c o n t i n u e t o o p e r a t e t h r o u g h o u t t h e i r 
p r e s e n t t e r r i t o r i e s s u b j e c t t o s u c h a d j u s t m e n t s a s a r e n e c e s s a r y 
t o p r o v i d e f o r b r o a d l y c o m p a r a b l e t r e a t m e n t t o t h a t t o b e g i v e n t o 
t h e E n g l i s h n o n - A s s i s t e d A r e a s ? A n d s h o u l d t h e r e b e g r e a t e r 
a t t e n t i o n t o t h e s e i n s t i t u t i o n s a n d , i n E n g l a n d , b y t h e D e v e l o p m e n t 
C o m m i s s i o n , a n d t h e C o u n c i l f o r S m a l l I n d u s t r i e s i n R u r a l A r e a s 

^ C O S I R A ) t o t h e r u r a D p o w o r c o f t h e n e w n o n - A s s i s t e d A r e a s ? 
( D e t a i l e d s t u d y o f a n y n e c e s s a r y a d j u s t m e n t s c a n b e m a d e d u r i n g 
t h e t r a n s i t i o n a l p e r i o d ) . 
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i . D o w e a i m t o d e f i n e a n d a n n o u n c e o u r n e w p o l i c i e s b e f o r e t h e 
s u m m e r r e c e s s ( b e a r i n g i n m i n d t h a t t h e a p p r o v a l o f t h e E u r o p e a n 
C o m m i s s i o n i s r e q u i r e d ; b e c a u s e a l m o s t a l l t h e c h a n g e s i n v o l v e 
r e d u c t i o n s i n a i d w e h o p e t o o b t a i n t h e C o m m i s s i o n ^ r e a c t i o n s f a r 
m o r e q u i c k l y t h a n i s n o r m a l l y t h e c a s e ) o r d o w e d e f e r f i n a l 
d e c i s i o n s a n d a n n o u n c e m e n t s u n t i l t h e H o u s e r e a s s e m b l e s i n t h e 
a u t u m n ? 

j . H o w c a n w e i m p r o v e t h e p r e s e n t a t i o n o f o u r n e w p o l i c y a n d 
a r e t h e r e a n y s p e c i f i c m e a s u r e s t o a s s i s t i n d u s t r y w h i c h w e s h o u l d 
e i t h e r f o r e s h a d o w o r s e e k t o d e c i d e b e f o r e t h e r e g i o n a l a n n o u n c e ­
m e n t i s m a d e ? 

K J 

D e p a r t m e n t o f I n d u s t r y 

3 J u l y 1 9 7 9 
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ANNEX 


REGIONAL INDUSTRIAL POLICY : SUMMARY OF MAIN PROPOSALS 
CHANGES IN THE ASSISTED AREAS 
1 The present structure of the Assisted Areas (AAs) should be 
maintained but the boundaries revised i n accordance with Nap 2* 

(attached). This has been drawn up on the basis of objective, 
defensible c r i t e r i a and seeks to avoid the c r i t i c i s m s which have 
been made of the present AA boundaries. The up grading should 
take effect immediately. The down gradings should take e f f e c t 
after one year, but where an area i s to be downgraded by more 
than one step i t should go down only one step a f t e r one year and 
only move to the f i n a l grading a f t e r a further two years, and 
where an Intermediate Area (LA) i s to become a non-Assisted Area 
this should only be a f t e r 3 years not 1 year. 
REGIONAL DEVELOPMENT GRANTS 
2 Regional Development Grants (RDGs) should be abolished i n the 
IAs; the rate payable i n the Development Areas (DAs) should be 
reduced from 20% to 10%; and the minimum value requirement f o r 
individual assets on which grant i s paid should be increased from 
£1,000 to £5,000 f o r buildings or works and from £100 to £500 f o r 
machinery or plant. The l a s t change should take e f f e c t immediately; 
the fi r s t two a f t e r one year, i n order to delay the impact on 
industry's cash flow and p r o f i t a b i l i t y . 

Footnote: A few small amendments to Map 2 are necessary: 
^esteg EOA i n the Port Talbot TTWA should be shown as a DA: 

gavenhy EOA i n the Pontypool TTWA should continue as a mixed 

lA
- (rather than becoming a DA throughout) ; and the whole of 

Dundee TTVA should be shown as an SDA i.e including that 


south of the E i r t h of Tay. 
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REGIONAL SELECTIVE ASSISTANCE 

3 The operat ing gu ide l ines f o r r e g i o n a l s e l e c t i v e assistance 

should be t ightened to make such ass i s tance more cost effective. 

INDUSTRIAL DEVELOPMENT CERTIFICATES 

4 I n d u s t r i a l Development C e r t i f i c a t e s should be abolished in 

the IAs and the exempting l i m i t i n the non-Ass is ted Areas should 

be r a i s ed to 30,000 square f e e t . 

FACTORY BUILDING 

5 The ob ject ive should be to secure as near as.,possible a self­

f i nanc ing f a c to ry b u i l d i n g and management operat ion by 1983/84. 

OTHER AGENCIES & POLICIES 

6 M i n i s t e r s should take steps to ensure i n due course, in the 

l i g h t of the d e c i s i o n on AA boundaries , that the operations of t 

S c o t t i s h and Welsh Development Agencies outs ide the AAs would be 

broadly equiva lent to those of comparable E n g l i s h inst i tut ions , 

notab ly the NEB, Development Commission and COSIRA. 

7 Account should a l so be taken by the M in i s t e r s concerned of tb 

changes i n r eg i ona l i n d u s t r i a l p o l i c y , i n c l u d i n g the revision of 

the AAs, i n t h e i r review of p o l i c i e s towards inner c i t i e s , New 

Towns and l o c a l a u t h o r i t y powers to a s s i s t i ndus t ry . 

NORTHERN IRELAND 

8 Because of i t s s p e c i a l circumstances Northern I re land 's intius 

p o l i c i e s should continue to be t reated separate ly , though decisi 

reached f o r Great B r i t a i n w i l l need to be taken into account 

TIMING OF ANNOUNCEMENT 

9 The changes i n reg iona l ass i s tance to indus t ry and the AA 

boundaries should be announced and the necessary Order made befoj 
r i c 

the beginning of the Summer Recess, i n order to minimise the Ve 

of unce r t a in ty fo r i n d u s t r i a l i n v e s t o r s . 

/10 
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FINANCIAL IMPLICATIONS 

10 The proposed changes i n RDGs, ESA and AA boundaries would 

provide savings of up to about £240 m i l l i o n (1979 summer p r i c e s ) 

in 1982/83. 
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