RESTRICTED

(,3:7/5’{. DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 5507
SWITCHBOARD 01-212 7676
PS / Secretary of State for Industry

12, November 1930

Tim Lankester Esq

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

oW

) vk

("VJ‘ WAL AL

BSC FINANCES : PARTLIAMENTARY STATEMENT Cffh*:“?uﬂkm )
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Following our discussion at E Committee on 17/ September my
Secretary of State announced on 26 September an extension — N-lfove m={
of the BSC EFL of £400 million, on an interim basis until b UnifHady
the Chairman brings forward a new corporate plan in December.&p i G
The terms of that announcement were cleared with the Prime

Minister and colleagues in E Committee. Viks ¢ @~

vAdin

e It is also necessary to make a statement to Parlisment, ¢
particularly since it will be necessary to draw on The L5
Contingencies Fund in advance of Parliamentary approval of the /LA
Supplementary Estimate. I attach a draft arranged written ]
question and answer, which follows closely the wording of the MY
announcement of 26 September. My Secretary of State proposes X b
to answer this as soon as possible. e G

e Copies of this letter and the draft arranged question ¢k I
go to the Private Secretaries of the members of E Committee ’
and of the Secretaries of State for Scotland and Wales, and

to Sir Robert Armstrong.
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Private Secretary
PS I should perhaps make it quite clear that the proposed 2
statement is not connected with the further discussions which
my Secretary of State has had with Mr MacGregor about tThe l
future of BGC. I am copying this postscript to David Wright 7[q
only, since other recipients are not aware of my Secretary of
State's further discussions with Mr MacGregor.
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BoC FINANCES : DRAFT ARRANGED PQ

Q. To agk the Secretary of State for Industry, if he will
make a statement about the finances of the British Steel

Corporation.

A, Yes. On 26 September 1980 I announced that the Govern-
ment had decided tTo increase the External Finance Limit for the
British Steel Corporation, for the year 1980/81, to £971 million.
This increase represented an extension of £400 million above the
1limit of &A450 million set in November last year, together with
the further £121 million carried over from 1979/8@ o take

iy Ry SN
account of pgyments which could not be made (because of the steel
M

The extra £400 m for BSC is being found from the unallocated

contingency reserve, within the planned level of public
expenditure. A Winter Supplementary Estimate is being submitted
To cover the additional finance required by BSC, but it now
appears likely that, before this Estimate can be approved next
month, sums of gbout £110 million will need to be provided by

a repayable advance from the Contingencies Fund.

This increase in BSC's EFL was foreshadowed in my statement to

the House on 26 June. There has, however, been a sharp decline

in[ﬁg demand for steel in recent months, so that despite the

/cloSUres. ..
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closures which are taking place during 1980, which have already

hen agut

led to over 40,000 redundancies, BSC's steelmaking capacity is—
N t

wg?-]r@ﬁ@@é-’ l He—steet——rprodoe
W as—srder—o0%of—that Tor the same month in 1979. )(ﬁ%——&-s

Tt y—aecesSsSary 10T bBoC tO0 take cifective—and determined action —

/
BB PO ibsﬁﬁuwmcia¢ po§‘tt%£9 The BSCy Chedrman-l llacs.

A (AV«-&:A:-J
Gﬁeger-wrﬁ&-prEﬁeﬁ%-& corporate plan we—the—Governmeny in mid-

O

December.(énd he is well aware of The importance which the
Government attach to the achievement of an early and substantial
reduction in the burden which BSC places on public eXpenditu£€3
Nbanwhile(: e : ,zﬂ;Diﬂterim financial

support from the Government is necessary to enable BSC ﬁo

: S
continue to meet i1ts debts until firm decisions about Bé@is

future can be taken.

When the Government has considered the BSC Corporate Plan the
EFL for 1981/82, and a final revised EFL for 1980/81, will be

decided and announced. [Eﬁis is expected to take place before
the end of January 1981-)

el | Ui e/
The House will be aware that EE; Furopean Coal and Steel Community
led
sropPtee—e

,Lg,De0151on on state aids for
steel. The intention:of that Decision, which we fully support,

is to prevent member states from financing unnecessary lncreases
in steel capacity or subsidising, on a continuing basis,

uneconomic steelmaking operations. The Commission have been sent
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a copy of my statement of 26 September, and the Government will
consult the Commission, when the BSC Corporate Plan has been

received, before final decisions are taken on the future

financing of the Corporation.

November 1980
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