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I a t t a c h , as aqreed, a d r a f t note b r i e f l y i n d i c a t i n q the 

s u b j e c t s touched upon a t the l u n c h w i t h the Prime M i n i s t e r 

on 11 J u l y as the b a s i s o f an agreed t e x t f o r the r e c o r d . 

You w i l l note t h a t I have s i m p l y t r i e d t o o u t l i n e what was 

s a i d r e q a r d i n q each o f the main problems which the Prime 

M i n i s t e r asked t o be i d e n t i f i e d and have not a t t r i b u t e d 

s t a t e m e n t s t o i n d i v i d u a l s . I would be q l a d o f any comments 

which you w i s h t o s u q q e s t . 


I have conveyed s e p a r a t e l y t o the Department the g i s t of the 

Prime M i n i s t e r ' s d i s c u s s i o n w i t h the L o r d P r o v o s t of E d i n b u r g h 

about the s t r u c t u r e o f l o c a l government. I w i l l be w r i t i n g 

tomorrow about the r e p r e s e n t a t i o n s which the Prime M i n i s t e r 

r e c e i v e d from NUPE and the Aberdour and D a l g e t y Bay J o i n t 

A c t i o n Group. 


K J MACKENZIE 

P r i v a t e S e c r e t a r y 




DRAFT 


PRIME MINISTER'S VISIT TO THE SCOTTISH OFFICE - WEDNESDAY 11 JULY 1979 


The Prime M i n i s t e r and her p a r t v took l u n c h w i t h the S e c r e t a r v o f S t a t e 

and s e n i o r o f f i c i a l s . The complete l i s t o f those p r e s e n t i s a t t a c h e d . 


The Prime M i n i s t e r asked what the S c o t t i s h O f f i c e r e g a r d e d as the most 

d i f f i c u l t problems w i t h which thev had t o d e a l and the d i s c u s s i o n 

ranqed over the f o l l o w i n a : 


1. I n d u s t r i a l Problems 

S c o t l a n d has always been more s u c c e s s f u l than o t h e r Development Areas 

i n a t t r a c t i n g i n d u s t r i a l i n v e s t m e n t from abroad but has had l e s s 

i n d u s t r i a l movement from o t h e r p a r t s o f the U n i t e d Kingdom. Labour 

r e l a t i o n s are p a t c h y b u t not n o t a b l y worse than elsewhere i n the UK and 

the p r o m o t i o n o f s m a l l b u s i n e s s e s c o n t i n u e s t o be s u c c e s s f u l . 

D i f f i c u l t i e s i n o b t a i n i n g p l a n n i n g p e r m i s s i o n are not a c r i t i c a l f a c t o r 

or a s e r i o u s d i s i n c e n t i v e t o p o t e n t i a l i n v e s t o r s e x c e p t i n a v e r y few 

e x t r e m e l y c o m p l i c a t e d cases such as Moss Morran but some r e l a x a t i o n of 

c o n t r o l s would c e r t a i n l y h e l p . 


The performance o f the S c o t t i s h economy i s more dependent on j o b s i n the 

p u b l i c s e c t o r and t h e r e f o r e more at r i s k from p u b l i c e x p e n d i t u r e c u t s . 

The g r e a t e s t s i n g l e worry i s the f u t u r e o f the s h i p b u i l d i n g i n d u s t r y 

and i t s s u p p l i e r s . Thp main problems a f f e c t i n g our c o m p e t i t i v e p o s i t i o n 

seem t o be: 


(a)	 The p r a c t i c e s of c r a f t - b a s e d u nions which l e a d t o l e s s e f f e c t i v e 

use of c a p i t a l r e s o u r c e s ; 


(b)	 As e l s e w h e r e i n the UK d e l i v e r y t imes are o f t e n way b e h i n d those 

of our c o m p e t i t o r s ; 


(c)	 The i n c e n t i v e s we can o f f e r are l e s s generous than those o f eg 

Southern I r e l a n d and t h i s i s p e r m i t t e d by EEC r u l e s ; 


(d)	 D i s t a n c e from main markets; 




(e)	 Lack o f a s u b s t a n t i a l components i n d u s t r y t o sup p o r t or expand 

upon l a r g e assembly p l a n t s n o t a b l y i n the motor i n d u s t r y ; and 


(f)	 The c o - e x i s t e n c e o f h i q h l e v e l s of unemployment and l a c k o f 

s k i l l e d manpower. 


2.	 Common F i s h e r i e s P o l i c y 


S c o t t i s h b o a ts now l a n d some 60% by we i g h t o f the UK c a t c h o r about 

53% by v a l u e . To be a c c e p t a b l e t o the S c o t t i s h i n d u s t r y , any s e t t l e ­

ment of the CFP would, i n a d d i t i o n t o e x c l u s i v e r i g h t s up t o 12 m i l e s 

(except p o s s i b l y f o r French f i s h i n g i n the south w e s t ) , have t o i n c l u d e 

an element o f p r e f e r e n c e i n wate r s beyond t h a t . The UK have u n t i l now 

sought such a p r e f e r e n c e on a f l a g s t a t e b a s i s but t h i s was r e q a r d e d 

as d i s c r i m i n a t o r y and t h e r e f o r e c o n t r a r y t o the T r e a t y and not l i k e l y 

t o be n e q o t i a b l e . Even so t h i s was n o t a reason f o r j e t t i s o n i n q an 

o b j e c t i v e which had been c e n t r a l t o the UK's and the i n d u s t r y ' s 

n e q o t i a t i n q p o s i t i o n f o r over t h r e e y e a r s , ~ a r t i c u l a r l y when t h e r e 

seemed a r e a l p o s s i b i l i t y o f n e q o t i a t i n q i t i n the form o f a p r e f e r e n c e 

f o r dependent f i s h i n q communities. T h i s c o u l d , w i t h e f f o r t l i m i t a t i o n 

by means of l i c e n s i n q , p r o t e c t l o c a l b o a ts from the qrowinq c o n c e n t r a ­

t i o n o f s t r a n q e r boats on t h e i r t r a d i t i o n a l f i s h i n q qrounds. A l t h o u q h 

such a concept i n e v i t a b l y r a i s e d complex i s s u e s - f o r example how l o c a l 

was ' l o c a l ' ? - i t had t o be r e c o q n i s e d t h a t the i n t e r e s t s of the i n s h o r e 

f l e e t i n t h i s r e s p e c t were not i n v a r i a b l y i n l i n e w i t h those of the 

deep water s e c t o r . 


Under Community law, f i s h was a common r e s o u r c e and l e q a l l y common 

acc e s s would p r e v a i l u n l e s s f u r t h e r d e r o q a t i o n s were aqreed beyond 

1982. T h i s would be p o l i t i c a l l y u n a c c e p t a b l e i n S c o t l a n d as e l s e w h e r e . 

F u r t h e r d e r o q a t i o n s might, however, be l e s s d i f f i c u l t t o n e a o t i a t e 

than would the r e s t of the s e t t l e m e n t . IThile quotas were o b i e c t i o n a b l e 

because thev l e n t themselves t o d i s h o n e s t v , thev were the o n l v b a s i s 

a v a i l a b l e f o r d i v i d i n g up the s t o c k s . What was i m p o r t a n t was t h a t 

t h e r e s h o u l d be e f f e c t i v e means o f enforcement, >robablv bv e f f o r t 

c o n t r o l . 


3.	 Torness 


W h i l e i t i s c e r t a i n t h a t t h e r e w i l l be f u r t h e r o r g a n i s e d p r o t e s t s over 
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the b u i l d i n g o f T o r n e s s , th e s t a t i o n i s a b s o l u t e l y e s s e n t i a l t o meet 

f u t u r e e l e c t r i c i t y demand a f t e r 1990 as the SSEB a l r e a d y burns v i r t u a l l y 

a l l the power s t a t i o n c o a l produced i n S c o t l a n d and c o a l i s c u r r e n t l y 

b e i n g i m p o r t e d i n o r d e r t o s a f e g u a r d w i n t e r o u t p u t . Consent has been 

g i v e n f o r the c o n s t r u c t i o n o f the power s t a t i o n s u b j e c t t o the n u c l e a r 

s a f e t y r e q u i r e m e n t s b e i n g met. 


As r e g a r d s r e a c t o r c h o i c e , Magnox has proved a s u c c e s s f u l d e s i g n but 

e x i s t i n g s t a t i o n s are s m a l l . One of the two r e a c t o r s c o m p r i s i n g the 

e x i s t i n g AGR a t H u n t e r s t o n B was now p e r f o r m i n g s a t i s f a c t o r i l v - the 

a c c i d e n t to the o t h e r was unconnected w i t h the c h o i c e o f r e a c t o r and 

was not n u c l e a r i n n a t u r e - and SSEB have f u l l c o n f i d e n c e i n the 

development of t h i s d e s i g n which i s p l a n n e d f o r Torness. A major 

d i f f i c u l t y i s t h a t u n c e r t a i n t y o v er the f u t u r e o r g a n i s a t i o n o f the 

n u c l e a r c o n s t r u c t i o n i n d u s t r y which i s c a u s i n g l o s s o f morale and s t a f f 

w i t h i n the N u c l e a r Power C o r p o r a t i o n i s d e l a y i n g the d e s i g n o f the 

n u c l e a r i s l a n d f o r the AGRs. The t u r b i n e g e n e r a t o r s f o r which a d e s i g n 

c o n t r a c t i s t o be p l a c e d w i t h GEC w i l l be f o u r f l o w as a t P e t e r h e a d ; 

the CEGB's c h o i c e i s f o r s i x f l o w t u r b i n e , t o be b u i l t by NEI. 


Development of the f a s t b r e e d e r r e a c t o r i n the UK was s t i l  l a con­

s i d e r a b l e time i n the f u t u r e . I t now seemed c e r t a i n t h a t the French 

P h o e n i x would be the f i r s t s u c c e s s f u l commercial f a s t b r e e d e r r e a c t o r . 


4. Urban D e p r i v a t i o n i n Glasgow 


The w o r s t problems are o r g a n i s a t i o n a l and s o c i a l r a t h e r than f i n a n c i a l . 

The GEAR p r o j e c t has been b e d e v i l l e d by l o c a l a u t h o r i t y j e a l o u s i e s and 

a new town development c o r p o r a t i o n type of s o l u t i o n , w h i l e a t t r a c t i v e , 

i s not p o l i t i c a l l y p r a c t i c a b l e . The w o r k i n q p o p u l a t i o n does n o t have 

the s k i l l s t o match the a v a i l a b l e j o b s , and t r a i n i n g schemes have t o 

cope w i t h the f a c t t h a t m i g r a t i o n t o o t h e r areas has tended t o l e a v e 

b e h i n d the o l d e r and l e s s a d a p t a b l e . A s t r i c t l a i s s e z - f a i r e p o l i c y 

towards i n d u s t r y would p r o b a b l y l e a d t o f u r t h e r d e p o p u l a t i o n of i n n e r 

c i t y a r e a s and l o s s o f a g r i c u l t u r a l l a n d on the o u t s k i r t s . The s a l e o f 

c o u n c i l houses would not have a s i g n i f i c a n t e f f e c t on t h e s e a r e a s as 

take-up i s l i k e l y t o be poor e s p e c i a l l y i n m u l t i - s t o r e y b l o c k s . 


5. Rate Support Grant 


Some means s h o u l d be found of d i s c r i m i n a t i n g between i n d i v i d u a l l o c a l 
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a u t h o r i t i e s . I t i s n o t a c c e p t a b l e t h a t c o n s i s t e n t o v e r s p e n d e r s s h o u l d 

be t r e a t e d on the same b a s i s as a u t h o r i t i e s who budget c a r e f u l l y , or 

i n d e e d t h a t i n the d i s t r i b u t i o n o f g r a n t they s h o u l d b e n e f i t from 

t h e i r p r o f l i g a c y . 
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