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C O N F I D E N T I A L 


P R I M E M I N I S T E R 


S t r u c t u r e of the P o w e r P l a n t M a n u f a c t u r i n g I n d u s t r y 

(E(79) 7) 


( S i r Kenneth B e r r i l l ' s minute to you of 30th May i s a l s o r e l e v a n t ) 


The power pla n t m a n u f a c t u r i n g i n d u s t r y r e p r e s e n t s a co n t i n u i n g p r o b l e m . 

We now have two m a j o r m a n u f a c t u r e r s of t u r b o - g e n e r a t o r s - G E C and N E I 

P a r s o n s - and two b o i l e r m a k e r s - B a b c o c k and W i l l c o x and N E I C l a r k e Chapman 
capable of d e s i g n i n g and m a n u f a c t u r i n g the enormous m a c h i n e s now us e d f o r 

power ge n e r a t i o n . B y common consent there i s now only r e a l l y r o o m f o r one 

m a j o r turbine m a k e r and one m a j o r b o i l e r m a k e r i n the U n i t e d K i n g d o m 
e s p e c i a l l y i f we a r e to have any hope of c o n t i n u i n g to compete i n w o r l d m a r k e t s 
but e f f o r t s so f a r to b r i n g about a m e r g e r of the i n t e r e s t s c o n c e r n e d have not 

succeeded. A s i t happens c o l l a b o r a t i v e a r r a n g e m e n t s between the b o i l e r m a k e r s 

f o r the next C E G B and S c o t t i s h E l e c t r i c i t y B o a r d o r d e r s (for the A G R s at 

H e y s h a m and T o r n e s s ) give this p a r t of the i n d u s t r y at l e a s t a b r e a t h i n g space. 

The urgent p r o b l e m i s that of the tur b i n e m a n u f a c t u r e r s . 


2. B a s i c a l l y the p r o b l e m i s that:
(a)	 G E C i s the strongest: t h e i r b a s i c d e s i g n (for f o u r - f l o w t u r b i n e s ) i s 


best attuned to w o r l d m a r k e t s . 

(b)	 F o r reason s s p e c i f i c to the p a r t i c u l a r s i t e s and the A G R technology 


i t i s l i k e l y that the C E G B and S S E B w i l l p r e f e r P a r s o n s 6-flow d e s i g n 


f o r these two s t a t i o n s . 

(c)	 If t h i s happened G E C might w e l l be f o r c e d out of the t u r b i n e b u s i n e s s 


a l t o g e t h e r , and P a r s o n s succumb l a t e r on to w o r l d c o m p e t i t i o n . 

(d)	 But i f the G o v e r n m e n t were to i n f l u e n c e the e l e c t r i c i t y supply 


a u t h o r i t i e s to buy G E C t u r b i n e s t h i s would mean the end of P a r s o n s 

as a t u r b i n e m a n u f a c t u r e r and the G o v e r n m e n t would take the s t i c k 

f o r the r e s u l t i n g l o s s of jobs i n Scotland and the N o r t h E a s t . 
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(e)	 The a l t e r n a t i v e , c a n v a s s e d as one option by the E n e r g y / I n d u s t r y j o i n t 

paper, i s to seek to i n f l u e n c e the B o a r d s to s p l i t the turbine o r d e r s 

between the two companies. T h i s would keep them both i n being. 

It would do l i t t l e to a s s i s t r a t i o n a l i s a t i o n i n the s h o r t t e r m but i t 

would at l e a s t l e a v e open the option of r a t i o n a l i s a t i o n l a t e r . 


3. The i s s u e s a r e set out i n p a r a g r a p h 13 of the paper. The e s s e n t i a l 

c h o i c e s a r e : 

(a) F o r the G o v e r n m e n t to stand back and l e t m a t t e r s take t h e i r c o u r s e . 

(b)	 F o r the G o v e r n m e n t to decide w h i c h companies should get the o r d e r s 


( P a r s o n s , G E C o r both). 

(c) F o r the G o v e r n m e n t to postpone a d e c i s i o n u n t i l i t has a c l e a r e r i d e a 


of what the E l e c t r i c i t y Supply B o a r d s would p r e f e r to do i n the l i g h t 

of t h e i r e x a m i n a t i o n of tenders and of any other c o n s i d e r a t i o n they 

c o n s i d e r r e l e v a n t (they have an i n t e r e s t i n the long t e r m f u t u r e of 

the power plant i n d u s t r y w h i c h should i n f l u e n c e t h e i r s h o r t t e r m 

d e c i s i o n s ) . 


H A N D L I N G 

4. You m i ght i n v i t e the S e c r e t a r y of State f o r I n d u s t r y to i n t r o d u c e the j o i n t 


p aper and a s k the S e c r e t a r y of State f o r E n e r g y whether th e r e i s anything he 

w i s h e s to add. The S e c r e t a r y of State f o r S c o t l a n d - as M i n i s t e r r e s p o n s i b l e 

f o r the South of Scotland's G e n e r a t i n g Board's T o r n e s s s t a t i o n - w o u l d a l s o 

w i s h to speak, as no doubt would the S e c r e t a r y of State f o r E m p l o y m e n t . 

The S e c r e t a r y of State f o r T r a d e , who a l s o has a D e p a r t m e n t a l i n t e r e s t , w i l l 

be away; he may w r i t e to you with h i s v i e w s before the meeting. 


5. You m i ght then seek views on the Committee's p r e f e r r e d c o u r s e of a c t i o n . 

If i t i s to stand back and l e t m a t t e r s take t h e i r c o u r s e you w i l l want to c o n s i d e r 

whether, and i f so by whom and when, the v a r i o u s i n t e r e s t s should be so 

i n f o r m e d . If a d e c i s i o n i s postponed pending f u r t h e r i n f o r m a t i o n f r o m the 

G e n e r a t i n g B o x r d s or i f c o l l e a g u e s w i s h the G o v e r n m e n t to take an e a r l y hund i n 

the d e c i s i o n you w i l l want to c o n s i d e r whether there i s m o re that can be done to 
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p r o v i d e G o v e r n m e n t w i t h a b a s i s on w h i c h to take d e c i s i o n s . R e s p o n s i b i l i t y 

f o r b r i n g i n g a c o n s i d e r e d view i n these c i r c u m s t a n c e s to c o l l e a g u e s s h o u l d be 

p l a c e d f i r m l y on the s h o u l d e r s of the three S e c r e t a r i e s of State m o s t c l o s e l y 

c o n c e r n e d - E n e r g y , I n d u s t r y and Scotland. It would be f o r them to o r g a n i s e 

any f u r t h e r i n f o r m a t i o n and o p i n i o n - g a t h e r i n g w h i c h may be n e c e s s a r y . 


6. T h e r e a r e two other i s s u e s w h i c h may emerge i n d i s c u s s i o n : 
(a)	 C o m p e n s a t i o n f o r the B o a r d s i f they a r e r e q u i r e d to take a c t i o n 


w h i c h they r e g a r d as not being i n t h e i r own c o m m e r c i a l i n t e r e s t s . 

The C o m m i t t e e w i l l c e r t a i n l y not w i s h to encourage such 

c o m p e n s a t i o n i n p r e s e n t c i r c u m s t a n c e s but you m i g h t c a r e to 

probe how f a r the M i n i s t e r s c o n c e r n e d have any doubt about t h e i r 

a b i l i t y to wit h s t a n d such p r e s s u r e . 


(b)	 The R e s e a r c h C a p a c i t y of the C E G B . 


T h e r e i s an argument that the C E G B i s o v e r - i n v o l v e d i n 

r e s e a r c h and development w o r k on e l e c t r i c i t y g e n e r a t i o n and 

that t h i s has l e d to e x c e s s i v e l y p a r o c h i a l s p e c i f i c a t i o n s and 

o r d e r i n g p o l i c i e s . If the point i s r a i s e d you might a s k the 

S e c r e t a r y of State f o r E n e r g y to p r o v i d e a paper. 


C O N C L U S I O N S 

7. Subject to d i s c u s s i o n you m i g h t l e a d the C o m m i t t e e to:-


E i t h e r : 


(i)	 a g r e e i n p r i n c i p l e that the G o v e r n m e n t should stand f r o m the 

si t u a t i o n i n the power p l a n t i n d u s t r y and l e t m a t t e r s take t h e i r 

c o u r s e . In th i s event you w i l l want to c o n s i d e r how the d e c i s i o n 

should be conveyed to those c o n c e r n e d ; 


Or: 

( i i )	 that the Government should postpone a d e c i s i o n on whether to 


seek to i n t e r f e r e u n t i l f u r t h e r i n f o r m a t i o n i s a v a i l a b l e on the 

c o u r s e of a c t i o n l i k e l y to be f a v o u r e d by the G e n e r a t i n g B o a r d s ; 
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( i i i ) 	 that the G o v e r n m e n t w i s h e s to be put i n a p o s i t i o n to take a 

d e c i s i o n on the p l a c i n g of the C E G B and S S E B o r d e r s f o r 

H e y s h a m and T o r n e s s . In this event you w i l l want to i n v i t e 

the S e c r e t a r i e s of State f o r E n e r g y , f o r I n d u s t r y and f o r 

S c o t l a n d to produce j o i n t r e c o m m e n d a t i o n s on the d e s t i n a t i o n 

of the o r d e r s ; 


A n d 

(iv) 	 ( i f n e c e s s a r y ) i n v i t e the S e c r e t a r i e s of State f o r E n e r g y and 


f o r S c o t l a n d to produce r e c o m m e n d a t i o n s on the q u e s t i o n of 

c o m p e n s a t i o n f o r the G e n e r a t i n g B o a r d s i f they a r e a s k e d to 

act c o n t r a r y to t h e i r own judgment i n p l a c i n g t h e i r t u r b i n e 

o r d e r s ; 

(i f n e c e s s a r y ) i n v i t e the S e c r e t a r y of State f o r E n e r g y to 

produce a paper on the case f o r and a g a i n s t t h e p r e s e n t 

degree of i n v o l v e m e n t by the C E G B i n r e s e a r c h and development 

into e l e c t r i c i t y g e n e r a t i o n . 


31st May 1979 
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