
PRIME MINISTER 


BRITISH STEEL CORPORATION : SHOTTON 

As you requested i n the minute from your o f f i c e of 11- June, I am 

r e p o r t i n g t o you the outcome of E(EA)'s disc u s s i o n on Shotton. 


2 We concluded t h a t we should not stand i n the way of the Corporation's 
"beginning discussions on closure w i t h t h e i r unions. We recognised 
the strong economic case f o r closure of i r o n and steelmaking. BSC 
have t o l d us t h a t i f closure were completed "by A p r i l 1 9 8 1 , then 
they could expect an improvement t o t h e i r p r o f i t a b i l i t y o ^ a round 
£45 m i l l i o n per year from 1 9 8 1 - 8 2 onwards. This i s despite i n i t i a  l 
redundancy costs which we estimate a t around £50 m i l l i o n . 

3 However E(EA) shared Nicholas Edwards' concern about the l i k e l y 

s t r o n g l o c a l r e a c t i o n t o the closures. We took h i s p o i n t t h a t 

r e a c t i o n could be more severe than i n other closures which BSC have 

announced. This i s p a r t l y because of the r e l a t i v e youth of the 

labour force : redundancy payments are less compensation t o young 

employees f o r job losses than t o the olde r workforces. P a r t l y i  t i s 

because we can expect people t o p o i n t t o the e a r l i e r pledges on 

Shotton's f u t u r e . 


4- E(EA) accepted your own views t h a t the pledges should not now be 

regarded as a v a l i d o b j e c t i o n t o the closures. But t h e i r existence 

does mean t h a t the announcement of discussions on closure w i l l come 


/as a 




CONFIDENTIAL 

2. 


as a greater shock than i  t otherwise would. I  t also means t h a t 

l i t t l e urgent work has "been c a r r i e d out l o c a l l y i n t o a p p r opriate 

remedial measures because no one there i n a p o s i t i o n t o do t h i s 

was expecting an e a r l y announcement. 


5 For these reasons we agreed t h a t BSC should not be aut h o r i s e d 
to begin discussions on closure u n t i l we were i n a p o s i t i o n t o make 
an announcement at the same time about the k i n d of remedial measures 
we would consider a p p r o p r i a t e . 

6 We d i d not consider i n d e t a i l the s p e c i f i c measures proposed by 

Nicholas Edwards : we f e l t t h a t these would need f u r t h e r d iscussion 

between Departments, so t h a t they could be examined f o r cost 

e f f e c t i v e n e s s and any s u i t a b l e a l t e r n a t i v e s proposed. 


7 We were most anxious t h a t BSC should not i n c u r unnecessary e x t r a 

cost through delaying t h e i r t i m e t a b l e f o r c o n s u l t a t i o n . Equally 

i t w i l l not be possible i n a short time t o do more than propose 

a very l i m i t e d and t e n t a t i v e package. I am, however, arranging 

f o r o f f i c i a l s i n my Department t o h o l d urgent i n t e r d e p a r t m e n t a l 

c o n s u l t a t i o n s , w i t h a view t o producing agreed remedial measures, 

i n c l u d i n g those which might be announced a t the same time as BSC 

announce t h e i r i n t e n t i o n t o begin t h e i r own c o n s u l t a t i o n s on closure. 


8 We were very much aware t h a t the type of measures we agree t o a t 

Shotton may w e l l set a precedent f o r t h i s A d m i n i s t r a t i o n f o r other 
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n a t i o n a l i s e d i n d u s t r y p l a n t closures; and we have asked o f f i c i a l s 

t o pay p a r t i c u l a r a t t e n t i o n t o t h i s aspect. 


9 We have asked o f f i c i a l s t o consider u r g e n t l y the proposal 
t h a t Shotton might he made a "decontrol area" on the l i n e s suggested 
at your meeting on Government s t r a t e g y on 19 June and b-y the 
Chancellor, when i n o p p o s i t i o n , i n h i s I s l e of Dogs speech. 

10 I hope t h a t o f f i c i a l s can r e p o r t hack i n time f o r us t o consider 
t h e i r proposals at E(EA) i n the week beginning 25 June. 

11 I am copying t h i s minute t o members of E(EA), t o Norman Eowler 

and t o S i r John Hunt. 


K.J. 


Department of I n d u s t r y 

Ashdown House 

123 V i c t o r i a S t r e e t 
London SW1 
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