.- MR. ﬁ‘OSKYN»S

" Steel

Thank you for a copy of your note to the Prime Minister
on the steel dispute. I would not, at this stage, wish to
enter into a discuésion of its substance, though I must say
I have serious resefvations about "a Prime Ministerial

broadecast' .

However, a great deal is already going on to influence
attitudes through radio, TV and press. One example is the
attached briefing note which I produced for last weekend.

A
You will see it echoed substantially in the piece by

Keith Renshaw in last weekend's Sunday Express and in yesterday's

leader in The Sun.

B. INGHAM

16 January, 1980
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DISPUTE - not essentially about the amount; instead

about how any pay increase is to be paid

for - whether through greater efficiency

or by the taxnayer.

PRODUCTIVITY scope for improvement very considerable by

putting modern, efficient plant to best use.

On a strictly comparable basis UK productivity
is roughly half - and in some cases less than
half - of that of our major Euro competitors.
Table in NEDC report, signed by Mr. Sirs,
confirms this. UK improvements in recent

years have not kent pace with our comnetitors -
so UK steel industry has been falling further
behind in the efficienéy stakes.

-

IMPORTS not surprisingly an inefficient'industry has
b

lost out to foreign comnetitors whose share

of market has steadily risen from 6 ner cent

in 1970 to over 20 per cent now.

SUBSIDY over 5 years taxpayer has put £3,106m. into

the steel industry - £221 for each family.
Another £450m. committed for 1980-81

representing another £32 for each family.

in spite of these massive injections of

public money, cufiulative losses over same
period £1,400m. Forecast loss of £324m. in
1979-80 amounts to a subsidy by taxpayers

of £1,800 per man emnloyed in the industry
representing nearly a third of average earnings
in steel.

COMPETITORS'
EEEFORMANCE while Euro competitors improved their

commercial performance in 1979, BSC's losses
may actually worsen. Dutch and German state
companies now profitable; Belgian and Luxembourg
state companies have sharply reduced their losses

and are moving towards profit.




.EARNINGS ik average earnings in UK stéel in
' : September 1979 were £110 a week compared
with £100.50p in manufdcturing industry.
BSC's offer would raise earnings to

£124 - 20 per cent above a verage industrial

earnings.
FUTURE — no future for a bankrupt cornoration
Only way to salvation - and secure jobs -

is to compete on price, quality and
delivery. BSC has massive scope for
improvement in efficiency and

therefore, incidentally, earnings.

Union objective of high wage - high
productivity industry can be achieved -
but only if unions and workers cooperate
with management to deliver the goods

inthe''plants.

s

11 January, 1980
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useful for the debate on an opposition adjourn-
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T. The Historical Background

the steel industry in Britain has a troubled history which

forms a backcloth to the present problemsof the British Steel

- Corporation. In 1949 the Labour Government's I:ron and Steel Act
nationalised all firms making out a given tonnage of pig-iron,
ingot steel and hot rolled steel. In 1953 the ‘Conservatives'
Iron and Steel Act created the Iron and Steel Holding and Real-
isation Agency to sell back the Iron and Steel Corporation's
assets to private enterprise. All but one of the ISHRA's 71
original firms were disposed of - Richard Thomas and Baldwins.
Freed from the dead hand of nationalisation, output in the steel
industry rose and by 1960 had reached about twice the level of
1945. Productivity in terms of output per man, rose by 20%
between 1954 and 1960.

However, uncertainty about the industry's future was inc-
reased by the Labour Party's threat of re-nationalisation. The
industry's health had consequently diminished by the time Labour's
1967 Iron and Steel Act nationalised the fourteen largest steel
making companies which together controlled 90% of the UK's steel
making capacity. Rationalisation within a competitive framework,
as advocated by the Conservatives, was delayed by the essentially
irrelevant debate concerning nationalisation. Conservative amend-
ments - fifty of which were successful - made important contrib-
utions towards achieving better scrutiny of the British Steel
Corporation's activities and more competitiveness. However, from
the first year of nationalisation, 1967-1968, BSC began to make
losses, partly because of dépressed demand but partly Too because
of a lack of flexibility in the response of management to changing
world conditions. Industrial negotiations within the steel ind-
ustry took place within an atmosphere of uncertainty, not decreased
but rather increased since its nationalisation. The discipline
of the market ceasing to be fully applicable, negotiators remained
uncertain as to government decisions on pricing policy and funds
for new investment.

In government until 1970, the Labour Party supported the
BSC's nationalisation programme; in 1969 the BSC was,under Labour,
reorganised into four product groupings in order to speed up the
rationalisation process. However, once in opposition the Labour
Party quickly revised its opinions and the Party fought the Feb-
ruary 1974 election on a pledge to review all closure planus. The
heavy investment and restructuring which was carried through under
the last Conservative Government required the closure of obsolete
plant and the maximising of the 'useof new processes.

A White Paper of February 1973 (Cmnd. 5226) pledged support
for a ten year strategy of development. However, the falling off
of steel demand could not have come at a worse time for the BSOC
development plan. The result is that the Corporation - with other
countries' steel industries - was and is left with a major problem
of over-capacity; while high manning levels and old plant have
dragged down its ability tu compete. |

This was the situation faced by the last Labour Government.
It was one which required firm action to safeguard tax payers'!
money, to secure the viability of a lower capacity British Steel
industry and to increase competitiveness. That action was not,
however, forthcoming. Plant closures were held up snrcil
Lord 3eswick, then Labour's Minister of State for Industry,could
report to Parliament in February and August 1275. The review
postponed closures at East Moors and Hartlepool and delayed an
overdue decision on Shotton. It was not until January 1976 that
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the trade unions agreed to a reduction in manning levels. 1In .
their joint statement, the BSC and unions agreed to practices
intended to make the industry profitable, productive and

competitive. Sir Keith Joseph, Secretary of State for Industry,
has commented on this agreed aim:

"Two things are needed for this. First, capital invest-
ment in new equipment and secondly, the proper use of that

‘equipment. The equipment has beer provided - at a cost of over

£2,250m. in the last five years. In 1979-80 the taxpayer is
finding £700m. for steel. In 1980-81 we shall be providing
£450m. of taxpayers's money to BSC. BSC is entering the 1930's
with equipment as modern and as potentially efficient as any
steel industry in the western world.

"But that efficiency has still to be achieved.  1'guote |
again from the Jjoint statement of January 1976 by BSC and unions
"Changes will have to be made now (that was in 1976) to reach
European levels of productivity". And the unions acknowledged
in that agreement of almost exactly four years ago, the need for
radical changes in manning and in working practices."

(The Times, 15th January 1979)

This failure resulted in no little part from the Labour
Government's politically motivated interference in the BSC'!s
affairs. In July 1976 it ordered BSC to review once more 1its
plans to close Shotton. Losses accumulated to the point where
the Select Committee on Nationalised Industries carried out a
special survey. Its reports of November 1977 and February 1978
were deeply critical of the BSC's bad financial forecasting and
of Mr., Erie Varley's and Mr. Gerald Kaufmann's conduct.

The lack of realism shown by BSC and the Labour Government in
the face of growing evidence of over-capacity having been duly
exposed, closures of plants went ahead. It is worth remarking
that in 1978-9 a number of (complete or partial) closures had to
be made at East Moors, Ebbw Vale, Shelton, Glencarnock and Bilston.
During the year BSC's total wokfcrce was reduced from 164,000 to
155,000. Tne Labour Government itself admitted in its White Paper,
British Steel Corporation: The Road to Viability (Cmnd. 7109, March
1978) that "the over-capacity that would result from unchanged
policies would be more costly than either the Corporation or the
country can afford". The BSC has accepted (in "Prospects for
Steel, April 1979) that it should "break-even" by 1979-80, but
without the requirement of Sir Keith Joseph that this must indeed
be achieved it is most unlikely that this 'target' would have been
taken seriously. Even now the chances of its being attained look
increasingly remote.

2.0 The ‘Problems of the British Steel Corporation

The troubled past of the BSC and the failure of the last
Government to take firm action to encourage a return to profit-
ability have contributed to the Corporation's grave predicament.
Its losses have been staggering:

BSC LOSSES

£m
1975176 1976 [L77 1977/78 1978/79 1979/80
) (forecast)
Loss for the year ({255 ) (95) (443) (3G9 iee L (B300+)

Loss pbefore charging
interest, tax or
extraord1nary items (129) 69 (275) (137) (160+)
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‘. In the BSC's annual . reports for 1977-1978, the chairman,
Sir Charles Villiers wrcte: "In the las. year ended 1st April -
1978 the Corporation lost £443 million. Losses on this scale
are totally unacceptable and everything possible must be done

to eliminate them". They were in fact reduced, but not elim-
inated. The accounts for 1978/9 make dismal reading too. Sir
Charles has summed up the 1978/9 performance of the BSC as "a
bad but better year'. In theifipst half of 1979/80 the BSC lost
£145.6 million and this bodes ill for the yearly results.

Over the five years 1975/6 to 1979/80 about £3,100 million,
representing £221 for each family in the country has gone into
British Steel as the following table shows:

£m

1975/76 659
197677 931
1977/78 801
1978/79 715
1979/80 700 (estimated)

Mrs. Thatcher commented on "Weekend World" on 6th January 1980
that in the light of these figures: "The objective is clear, we |
want the British Steel Corporation to be able to compete with any
company in the world on price, on quality, on delivery. If it
can't it won't have a future, and if it can't there wili be more
and more redundancies".

It must immediately be said that the poor financial
performance of BSC is not entirely the fault of the management and
workforce of .the company. UK steel demand last year was at its
lowest since 1962-3, though there were signs of the beginning of
a slight up-turn. World maricets are very depressed and this has
had a major impact on all steel producing companies. Japanese
steel production, for example, is said to be running at only about
a third of capacity. For Japan, of course, the results of the
cut-back are in a sense less traumatic because the very rapid
growth of steel production there has been quite recent. For
instance, between 1960 and 1975 production there multiplied about
seven-fold, while European output remained broadly stable. 1In

Britain the steel communities have grown up over a much longer
Time.

‘Moreover, while EFuropszan Steel production has coatinued to be
cas=2d out of the market throuvugh stifi competition, European ‘
steel consumption in 1978/9 was still about 15% below the 1973
pezk and steel vroduction was only about 55% of rated capacity.
This has ‘led to the evolution of 2 2ommon European pclicy for steel.
A Community crisis plan for steel has bLzen in operation since 1st
Januvary 1977 in order to mitigate the effects upon employment and
production of the slump in world demarnd for iron and stezl since
1973-4.. Through the ovrcgrammlng of steesl production amonz TEC
member countries by the auvarter, the use of minimur and suidance
prices and the making.of arpangements with third countries to
prevent dumping and exXcessive . importi nperetration, the Europoun
Commission has tried to allow the steel industry of the TEC a
breathing spzce. It is up to the Covernment, throush the efertion
of proper financial discipline, and the management and work-force
of B&C through co-operation in necessary demanning and the raising
of productivity to see that this "breathing space' is turned to
account. The restructuring of the industry . throughout Europe in
order to aczcomnocate this long term contraction of steel demand
vould be'put ir: jeopardy if membz» states simply subsidised their
industries in order to stave off realistic decisions- about future
capacity. ! - |
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Increasingly attention has been centred upon the need tg'
increase productivity in order to bring the BSC to 2 viable stat
wE profitability.  Recent figuresdbrought beflore the . .National
Economic Development Council by the NEDC Iron and Steel sectoral
working party show that while it is true that productivity rose
in the UK steel industry by about 7% in 1978 as a result of plant
closures and a reduction in employment of 20,000 jobs, inter-
national comparisons show that the gap is widening between British
productivityiiand that of our main competitors. ' Report ieiof
December 1979 shows that the number of man hours required to
produce 1 ton of crude steel (manual workers only) is as follows:

W. Germany France Italy Bel. Lux UK

1977 6.5 hrs-: s 5.4 (5% 6ok .8
1978 BN st 6.4 Bl & Dl 4.8 1019
% Improvement 77-78 9% 11% 4% 16% 20% 8%
% o £ total workforce _

T e 7 4% 65%  80%  82% 77% 68%

% overtime working -
manual workers

(0et 19780 48% n/a 3% 1% 6% 11%

It has also recently been revealed that productivity at two
of Japan's modern steel-making plants - the Kimitsu and Oita plants
of Nippon Steel - is between three and six times greater than at

the BSC!s plan®ts (The Times, 8th January 1980)

3. Closures and De-Manning

The need to streamline production and increase output per
man in order to avoid further contraction and greater losses has
led to the urgent consideration by the BSC of plant closures -
total and partial - and de-manning. This led to the announcement
in December last year that the Corporation would cut out 30% of
i ts. capacity, Erom 21«5 mitlion iiquid) tonnes of" steecl 'a year Lo
15 million tonnes. This provoked alarm, particularly in South
Wales. BSC aims to shed about 52,000 jobs in iron and steel making
and connected activities by mid- 1981 and the Welsh Division were
asked to comment on three possible options:

1. Closure of either Llanwern or Port Talbot steel-making with a
loss of nearly 15,000 Jjobs.

2. Closure of iron and steel making at one of the works and
rolling facilities at the other with a loss of #13,500 jobs.

3. Scaling down steel-making at both works to just over half the
present production with a loss of 11,000 jobs.

Other cteel works affected are: the Consett Works in Co. Durham
(to be closed losing 4,000 jobs), the Hallside Works, Cambusland in
Scotland (to be closed, losing 600 jobs), the Anchor Works at
Scunthorpe in Lincs. (reduction of employment by 2,800), rolling
mills throughout the country (some closures - loss of about
2,500 jobs). The two new steelmaking plants at Ravenscraig and
Teeside will have their capacity maximised to produce lower cost
highiguality and competitive steel.

BSC's statement emphasised:
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‘I’ 4. The Trade Unions and the Present Dispute

BSC's 182,000 workers are represented by fourtecen separate
trades unions. The most important is the Iron ana Steel Trade
Confederation (ISTC) 90,000 of whose 105,000 members work in
BSC. Other leading urnions with members in BSC are the TGWU
15,000; National Union of Blastrurnacemen 12,500; AUFW 8,0Q0;
General and Municipal Workers 7,000. All are now in official
dispute and claim total support‘for strike action.

BSC's 1last offter

The latest offer made by BSC management on January 7th and
rejected by union negotiators is made up as follows:

i) A general increase of 8% based on a national agreement to
include changes essential to improve the efficiency of the
industry, particulariy flexibility in working practices, reduced
manning at ongoing plants, non-recruitment of labour to fill
vacancies caused by natural wastage, in order that such an
agreement shculad be self financing. '

ii) A further increase of 4% (in lump sum payments) arising from
locally negotiated lump sum bonus schemes...'"In addition steel-
workers directly concerned with traditional productivity schemes
would receive further increases. Last year locally negotiated
schemes yielded an average of 6 - 7% on top of the nationally
negotiated settlement". (Statement by BSC Board 7th January 1980).

Tnis offer would raise average earnings in the industry from
£110 to £122 per week. The unions had been seeking an 8% general
increase plus 5% for productivity. On 11th January however
Bill Sirs, General Secretary of ISTC said "My members want 20%
with no strings attached. (Times 11th January 1980).

Union/Management negotiations

The rejection by all unions of this latest offer was the

culmination of more than a month's continual bargaining. The

" main outline of events in the negotiations leading up to the
strike runs as follows:

3rd December 1979. BSC offer 2% plus the possibility of a further
10% in locally negotiated productivity deals. This is rejected.
by Bill Sirs as 'ridiculous.:

5th December 1979. The Blastfurnacemen and craft union follouw the
I5T0CYs. rejection.

7th December 1979. The 21 man executive of ISTC decides to call a
strike after the expiry of the present pay deal on 31st December

11th December 1979. Renewed negotiations between BSC and ISTC.

12th December 1979. Bill Sirs writer to General Secretaries of
National Union of Railwaymen and the traindrivers (ASLEF) to
obtain their support not to move steel during any strike.
This 1is duly given.

December 1979. BSC raise their offer to 5% plus productivity,
in exchange for the union's abandonment of the guaranteed
working week which costs an estimated £3Cm. per year. This
too is turned down.
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. BSC i now' zt ‘a critical moment:in its twelve year 1ife®= T
it does not tackle its problems with vigour and a sense of realj.
1L will wither, because its customers will turn to imports rather:
than pay the unnecessary costs of over-capacity, overmanning and
non-competitive working practices" (11th December 1979).

There have been some signs of welcome realism - a realism
primarily 1nauced by tne concentration of minds through the

Government's refusal to continue to fund BSC losses in the next
financial year: u
1) At Corby most of the 6,500 steer wecrkers have toid their union,
the Iron and Steel Trades Confederation to abandon the battle to
save the plant and begin negotiations on redundancy terms as soon
as possible.

2) AT Shotton , where the announcement on 12th July that iron and
steel making would end with a loss of abour 6,000 jobs, was
greeted with threats of non-cooperation by workforce and unions,
a similar decision has already been taken.

Shotton itself lost over £27 million in 1978-9. Shotton was
losing £24 per ingot tonne. ' The Welsh Division of British &SCeel
was overall losing at the rate of £i9 per tonne. It is said |
(Daily Telegraph, 29th June 1979) that losses at Shotton may
increase to £40 million 1in the current year. 10,000 workers
are employed there. BSC wants to shut down the twelve old open
hearth furnaces which are among the last of their kind functioning
in Europe. Other operations at Shotton which seem to have a
profitable future will continue. The modern coatings complex at
Shotton will rapidly build up production. The galvanising line
exceeded its design capacity within two months of initiating pro-
duction. Shotton was within an intermediate Area - currently in
receipt of 20% RDG on new buildings and adaptions. It has now
been decided to upgrade it to an SDA and the WDA is providing
£45 million in factories and sites. Major work on infrastructure
development is also to take place. Unemployment is lower at
Shotton than the Welsh average: 6.5% compared with 7.3%. But
its catchment area is much wider and includes Wrexham, with a
“rate of 11.2%. The only other major employer in the area is
British Aerospace. New Jobs will depend particularly on measures
to revive small businesses.

However, a realistic appreciation of BSC's problems matched
by an understudy of limited job opportunities and scope for wage
rises has been less noticeable on two other recent occasions:

1. At Hunterston a dispute between the TGWU and the ISTC as to

which union should operate the new Clyde one-terminal supplying
Ravenscraig paralysed plant for over 6 months, threatening Shotton's
remaining finishing industry and nearly closing down Ravenscraig
itself. Only considerable pressure from the TUC and the agreement
of the Secretary of State for Employment to designate Hunterston
within the dock labour scheme averted this disaster for British

D tecllst |

2. Even though it is widely recognised that imported coking coal
would save BSC about £10 per tonne, and so allow the Corporation
to offer a more competitive product for sale, the NCB and NUM
resist this move. An 18,000 tonne cargo of US coal for Llanwern
steel works has already been blacked. It is ironic that this
should occur at a time when cuts in BSC's South Wales workforce
may, according to the NCB, mean the closure of 11 pits.
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. 24th December 1979. Len Murray calls steel unlon leaders for
talks at TUC headquarters.

28th December 1979. Renewed talks between union management break
down. The BSC's offer was raised to 6%. Mr. Sirs says '"We
would like to see a short, sharp action which would leave
neither side defeated. (Daily Telegraph 29th December)

30th December 1979. ASLEF instructs its members to black all
steel i.iports together with the movement of finished products
and raw materials to and from BSC plants. .Bill Sirs.in
attendance at ASLEF executive meeting making this decision.

Alex Kitson of the TGWU saysdockers, will black unloading
of steel (Morning Star, 31lst December). i

2nd January 1980. Strike commences.
After a meeting with Bill Sirs, the NUR tightens up previous

instructions on blacking the movement of BSC products and
some materials. NUR members now told to black movements to

private steel works.

7th January 1980 and since: BSC and unions continue with separate
contacts witn ACAS.

The Conduct of the Strike

In order to try to make its threat of a "short sharp action"
effective, steelworkers have placed heavy reliance on secondary
picketing of ports, stockholders, private producers arnd Key -usewrs
cf steel. To this end the steel unions have sought the support
of rail unions, as mentionedabovée, dockers and international
transport organisations. |

Moss Evans who is in the rare position of having members 1in
BSC, among dock and road haulage workers and among user industries,
notahly DL and engineering, pledged the support of his dock and
transport members not to move or hahndle steel. The international !
Transport Workers' Federation which is London based and has
members world-wide circulated its affiliates "to use all means at
your disposal to see that no steel is moved from or through your
country to Great Britain until further notice". /)

! |

The International Metalworkers' Federation has also promised |
solidarity action. The Swedish Transport Workers Federation has
blacked all steel destined for the UK. With such a surge of unions
and tupes of action involved it has proved difficult for the union
leadership to controul picketing and blacking activity. The /
ISTC has only 30 full-time officers in its seven national regions.
They are largely without experience in organising strike activity.

The TUC, and Scottish and Welsh TUC's have given their full
support to the strike. The Scots TUC which is left-wing dominated
saw the dispute as an important one not just for steel but for |
the whole trade union movement. Welsh unions have tried to link
the strike pay disputes with the cuts in the steel industry and

force a strike by miners and others affected by the manpower
reductions. Recommendations by the Welsh NUM for such a combined
strike to begin straightaway were rejected by the national NUM
executive and by the TUC. At the request of Lhe TUC Nationalised
Industries Committee, Monday March 10th has now been set for
action. /
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Secondary Picketing .

The TUC issued guidelines for the conduct of pickRets at
the commencement of the dispute. Len Murray said: '"These are
for the orderly conduct of picketing. This will be done by
the unions and not by every Tom Dick or Harry" (Daily Telegraph,

3rd January 1980).

This hope, shared by Mr. Sirs, has been upset by a number
of incidents. Some expamples of secondary picketing are:

a) at Hadfields in Sheffield, a major private steel producer,
12 pickets were arrested last week and one policeman injured

in scuffles.

b) at Watson Towers, a private stockyard in Wistow. ', Lanarkshire
9 pickets were arrested as they tried to stop vehicles entering
and leaving. One picket was reported as saying tosacleorry idriver:
"We will know his face next time we see him and you can bet he
will never carry steel again' (Daily Telegraph 11th January 1980)

¢) at King's Lynn, Norfolk 12 TGWU drivers at a BSC stockholder,
John Lee were laid off as a result of secondary picketing. A
Corby strike leader was quoted as saying "We aimto halt all
movement of supplies in a Grunwick <tylie overaticn (Times 12th

January 1980).

d) Pickets from Scunthorpe, Corby and South Yorkshire in numbers
of over 1,000 per day have been active in picketing east coast
docks such as Immingham, Goole, Boston. |

The Employment Bill now before the house would make unlawful :
seconday picketing of this nature. The Bill provides: for pilicketing
at an employee's place of work, or by the employee's trade union
official accompanying him or an employee dismissed as a result
~f a trade dispute at his former place o¥ work or in the case of
workers with no fixed workplace at thé place where their work
is managed if this picket is leading to breaches of contracts,
then employers will be able to take out an injuction.

Union Attitudes

At first it was believed the ISTC members in some areas [
such as Lincolnshire were reluctantly supporting their executive.
No ballot of members before the strike was held. The decision to
take strike action rested in the ISTC with its 21 man executive ]
on the advice of a 60 member negotiating committee. Although the
ISTC is a wealthy union, with assets of £11% million it is paying
no strike pay. The TGWU is however payings its striking members
£6 per week, the AUEW £9, and the GMWU £10.50 per week per member.
The steel unions have no tradition of militancy but their members
are isolated in some areas, notably South Wales and South Yorkshire
noted for their aggresiveness. Local contacts and attitudes in
other unions may stiffen the resolve of ISTC members. Union lead-
ers are under no illusions about the possible length and ’
seriousness of the dispute. David Basnett has said, "We are in
a war of attrition which British Steel will lose. The strike will
be long and British industry will suffer... Attitudes will harden

as the dispute goes on". (sSun, 10th January 1980)
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. 5. Conservative Policy

The Government's decision not to fund any operating losses
of the British Steel Corporation in 1980 - 1981 and to leave
the management of the Corporation to take the necessary dec-
isions in consultation with the workforce is in line with the
1979 Conservative General Election Manifesto commitment:

. "We want to see those industries that remain nationalised
running more successfully and we will therefore interfere less
withwtheir management and set them a clearer financial discipline

in which to work".

The financial target set to the British Steel Corporation
recognises this. Resources paid through subsidies for inefficient
nationalised industries have to be taken away from other potent-
ial growth centres of the economy; thus jobs 'saved' in the area
mean jobs aborted elsewhere. Moreover, the government 1is pur-
suing goals set not by previous Conservative Governments but by
the BSC and endcrsed by the trade unions in their joint statement
of 1976 and by the last Labour Government.

Mr. Eric Varley, then Secretary of State for Industry put
the arguments for rationalisation well in March 1978: -

"The present world surplus of steel will last for many years
and...the sales opportunities for BSC both at home and overseas
on which the ten year development strategy of February 1973 was
based, are no longer realistic even on the most optimistic assum-
ptions. In present market conditions the Corporation has sub-
stantial over capacity...Neither the Corporation nor the couatry
can afford the cost of the mounting overcapacity that would
result from unchanged policies... For the BSC to achieve financial
viagbility, it is necessary for capacity to move more into line
with demand. The Government have therefore accepted that BSC
should seek to negotiate the closures in 1978-79 of high cost
plants, in particular the BEswick review plants...The funds
required by BSC inevitably place a heavy burden on the public
purse and direct resources from other desirable objectives.

This can be justified only if both management and work force can
show they are taking the steps necessary to achieve the lasting
viability and international competitiveness, which are the Gov-
ernment's firm objective". (Hansard, 22nd March 1978 Col.1511)

The difference between the Labour and the Conservative
Government, extends, therefore to action rather than words. As
Sir Keith Joseph pointed out on Monday:

"The right hon. Gentleman (Mr. Silkin) said that the fault
was all mine for insisting that the industry should break even
in the coming financial year and that I was quite wrong to suggest
that that was the previous Government's policy. It was the
previous Government's policy, as expressed, but they did not have

the will power to stick to it". (Hansard, 14th January 1980, col 11).

This Government will "stick to it".

RH/JMH
14.1.80

Conservative Research Department,
32 Smith Square, London S.W.1




ANNEX .

The following tables show the financial performance of BSC's
[(Toreign competitars... The figures show

1) that all steel industries have been loss makers

2) that most are successfully reducing losses - or as with sacitor
making big efforts to do so, increasing competitiveness with BSC.

PROFIT OR (LOSS)/
TONNE
(£ per tonne)

PRODUCTION PROFIT/(LOSS)
(m tonnes) (£ million)

ARBED
(LUXEMBOURG)

ESTEL
(HOLLAND)

SACILOR
( FRANCE )

COCKERILL
(BELGIUM)

ITALSIDER
(ITALY)

KLOCKNER
(GERMANY)
(steel interests)
estimate

BSC

LU/ 6
I W
1978
1979

1976
1B
1978
2979

i o

.99
L1978
1979

1976
1S R
1976
1979

1976
1S BT
LG8
979

1976
L9 7
1978
1979

1975/6
1976/7
1977/8
1978/9

1979/80

4.04

3.8
4.2

losses sharply reduced in first half of 1979

10.4
9.4
10.4

(19)
(72)
(32)

(16)
(105)
(69)

(4.755
(17)
(6)

(1.5}
(14)
(6)

pre—-tax profits made in Q2/3 1979

6.6
6.4
N/A

(84)
(267)
(117)

(13)
(42)
(18)

furthher heavy losses expected in 1979

/
10.8
10.2

10.4
N/A

N/A

3 <75

4.2

(18)
(116)
(106)

(85)
(258)
(214)

N/A
(81)
(62)

N/A
(22]
(15)

group row operating profitably

1% .2
1857
17 .4
173

loss of £300m+ expected

(255)

(95)
(443)
(309)

(15)

(4)
(25)
(18)




