
PRIME MINISTER 


SHIPBUILDING POLICY: HARLAND AND WOLFF LTD (H&W) 


Ke i t h Joseph r e p o r t e d t o you on 9 and 13 J u l y the s t r a t e g i c and 

d e t a i l e d decisions which the Sub-Committee on Economic A f f a i r s 

(E(EA)) had reached on s h i p b u i l d i n g p o l i c y . An assessment of 

the p o s i t i o n a t H&W was inclu d e d i n the papers before E(EA), 

but d e t a i l e d plans f o r H&W were l e f t f o r c o n s i d e r a t i o n by the 

M i n i s t e r s p r i m a r i l y concerned. I am a c c o r d i n g l y r e p o r t i n g 

t o you separately the proposals on H&W which I have agreed 

w i t h K e i t h Joseph and John B i f f e n , and of which other colleagues 

on E(EA) are also aware. 

H&W's order book of 8 ships i s b e t t e r than t h a t of most of B r i t i s h 

S h i p b u i l d e r s ' (BS) merchant yards and l a s t s u n t i l about March 1981 

(though massive redundancies would be necessary w e l l before then 

i f no new orders were o b t a i n e d ) . I t i s a s i n g l e yard Company, 

and i t i s impossible t o close p a r t of i t : the immediate 

a l t e r n a t i v e s are t o keep the whole yard going, t o close i t now 

or t o announce t h a t i t w i l l be closed when the present orders 

are completed. To decide now t o close the yard or t o seek no 

new orders would create severe p o l i t i c a l employment and other 

d i f f i c u l t i e s i n Northern I r e l a n d : e i t h e r course v/ould i n v o l v e 

extremely heavy f i n a n c i a l p e n a l t i e s f o r f a i l u r e t o d e l i v e r the 

e x i s t i n g order book on time. 

I t h e r e f o r e i n t e n d t o provide the Company w i t h funds t o enable 
present orders t o be executed, and new orders t o be undertaken 
i f they can be obtained on the terms agreed w i t h the EEC, w i t h i n 
a c l e a r f i n a n c i a l l i m i t of £55 M i l l i o n from 1 A p r i l 1979 up t o 
March 1981 f o r a l  l purposes ' . Tlven i  f such new orders were taken, 
t o t a l employment would f a l l from 7,800 now t o a p r o j e c t e d f i g u r e 
of about 6,430 by June 1980. Whether orders can be obtained on 

these terms remains t o be seen: as i n the case of BS, there i s 

no question of our u n d e r w r i t i n g a p a r t i c u l a r l e v e l of f u t u r e 

c a p a city. 


The cost of keeping the yard i n ope r a t i o n i s d i s t u r b i n g l y h i g h and 

w i l l impose severe pressures on Northern I r e l a n d ' s p u b l i c expenditure 

a l l o c a t i o n s , but there i s no cheaper a l t e r n a t i v e . The proposed 

course of a c t i o n keeps our longer term options open, and gives 

H&W the chance t o move back towards the r e l a t i v e l y promising 

l e v e l of performance achieved 18 months ago. I f they succeed 

i n t h i s i t w i l l reduce the c a l l on the finance which I am making 

a v a i l a b l e . I i n t e n d t o look a t a l l the options again next year 

when the e x i s t i n g order book i s nearer completion; t h i s w i l l be 

a fundamental review t a k i n g f u l l account of developments i n BS. 




I  t has also been agreed, t h a t our plans f o r H&W and BS should be 

put t o the EEC j o i n t l y , as proposals f o r the UK s h i p b u i l d i n g 

i n d u s t r y as a whole. 

I i n t e n d t o o u t l i n e our plans f o r H&W i n a W r i t t e n Answer i n the 

House immediately a f t e r the proposed statement on BS by K e i t h 

Joseph. On present plans t h i s w i l l be on 23 J u l y . 

I am sending copies of t h i s minute t o the members of E(EA), t o 

the M i n i s t e r of State f o r Defence and t o S i r John Hunt. 


H A 
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