
PRIME MINISTER^ 


REGIONAL POLICY<j 


We had a long discussion i n E(EA) on Thursday about t h i s , on 
the basis of a paper, E(EA) (79)13'{ by the M i n i s t e r of State, 
Department of I n d u s t r y (Lord Trenchard). The main proposals 
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i n t h i s paper were:

( i ) t o maintain the present s t r u c t u r e of r e g i o n a l 
assistance; 

( i i  ) t o reduce s u b s t a n t i a l l y the l e v e l of r e g i o n a l develop
ment grant i n development areas and t o a b o l i s h i t  , 
a f t e r a t r a n s i t i o n a l p e r i o d , i n intermediate areas; 

( i i i  ) t o reduce the coverage of a s s i s t e d areas g e n e r a l l y , 
from the present 40 per cent of the po p u l a t i o n t o 
about 25 per cent. 

The paper also made a number of proposals about i n d u s t r i a l 

development c e r t i f i c a t e s , / / s e l e c t i v e a s s i s t a n c e ^ which might have 

t o c a r r y greater weight i n a t t r a c t i n g p a r t i c u l a r investment p r o j e c t s 

a c t i v i t i e s of the Welsh and S c o t t i s h Development Agencies. The 

f i n a n c i a l o b j e c t i v e of the proposals would be t o achieve savings 

of £236 m i l l i o n a year by^j1982-83 - t h i s being the t a r g e t we 

agreed i n Opposition. Because of the need f o r t r a n s i t i o n a l 

arrangements t o cushion the e f f e c t s of the changes the savings would 

not begin t o accrue u n t i l next year and the bulk would f a l l i n 

1981-82 and l a t e r years. I n prese n t i n g h i s proposals the M i n i s t e r 


/of State.... 




of S t a t e s t r e s s e d the need fo r an e a r l y , i e pre-summer r e c e s s , 


announcement i  f business was to know where i  t stood and the expected 


savings were not to be delayed. 


There was considerable opposition to these proposals. The S e c r e t a r y 


of S t a t e for Wales had a l r e a d y c i r c u l a t e d a paper - E ( E A ) ( 7 9 ) 1 4 

s t a t i n g h i s o b j e c t i o n s . The S e c r e t a r y of S t a t e f o r S c o t l a n d j o i n e d 


him i n opposition a t the meeting. The main arguments they advanced 


/ were t h a t the changes proposed were too l a r g e and too sudden and 


(Zvfchus i n c o n s i s t e n t with our Manifesto commitment to avoid "sudden, 


sharp changes i n the measures now i n f o r c e " . The e f f e c t would, 


(^"lythej feared, be to withdraw a considerable volume of new investment 


and new developments. They were a l s o worried t h a t the reduced 


l e v e l s of a s s i s t a n c e r e s u l t i n g from the proposed changes would 


put us at a disadvantage i n a t t r a c t i n g i n t e r n a t i o n a l investment 


y agaxnst the strong competitxon of our EEC p a r t n e r s . More funda

mentally however they f e l t t h a t the p o l i t i c a l impact of the proposals 

would be v e r y adverse, p a r t i c u l a r l y i n those marginal c o n s t i t u e n c i e s 

newly won from the N a t i o n a l i s t s ( i n Scotland) or the Labour P a r t y 

( i n Wales). Other M i n i s t e r s a l s o had r e s e r v a t i o n s of v a r y i n g k i n d s . 

One thread of argument was t h a t we should not rush i n t o major 

changes i n r e g i o n a l p o l i c y without a good deal of thought. Hasty 

a c t i o n c a r r i e d the danger of a l a t e r need to reverse engines. 

Another thread of argument was t h a t concessions on the boundaries 

of a s s i s t e d areas i n Scotland and Wales would l e a d to demand for 

comparable treatment i n the E n g l i s h regions, p a r t i c u l a r l y i n the 

North E a s t and the South West, which would r i s k u n s t i t c h i n g a major 

/ p a r t o f . . . . 
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p a r t o f t h e package. But b o t h t h e Secretaires o f S t a t e f o r S c o t l a n d 

and Wales i d e n t i f i e d a s m a l l number o f changes whi c h t h e y r e g a r d 

as c r u c i a l . Yet an o t h e r t h r e a d , advanced n o t a b l y by t h e S e c r e t a r y 

o f S t a t e f o r t h e Environment, was t h a t t h e proposed changes would 

be much b e t t e r r e c e i v e d i  f t h e y c o u l d be accompanied by announce

ments o f new measures desi g n e d t o s t i m u l a t e i n d u s t r i a l g r o w t h , 

e x p e c i a l l y b y s m a l l b u s i n e s s e s . Mr H e s e l t i n e had p a r t i c u l a r l y 

i n mind here v a r i o u s " a c c e l e r a t o r " p r o p o s a l s such as those w h i c h 

I had t o l d y o ur r e c e n t meetings o f M i n i s t e r s w i t h John Hoskyns 

t h a t I was a l r e a d y w o r k i n g on and such as tho s e he p u t f o r w a r d 

t o you i n h i s minute o f 22 June and i n h i s l e t t e r t o me o f 27 June. 

These p r o p o s a l s a r e of course s t i l l a t a f a i r l y t e n t a t i v e s t a g e . 

They i n c l u d e b o t h f i s c a l changes/and new e x p e n d i t u r e commitments 

whic h m i g h t o f f s e t some or a l l o f t h e sa v i n g s t o be had from t h e 


re v i e w o f r e g i o n a l p o l i c y . There i s o f course as y e t no p r o v i s i o n 


f o r such measures  i n our p u b l i c e x p e n d i t u r e p l a n s . 


I n t h e same v e i n a number o f c o l l e a g u e s f e l t t h a t t h e p r e s e n t a t i o n 


o f t h e package c o u l d be a i d e d by d e c i s i o n s t o s a f e g u a r d t h e o p e r a t 


i o n s o f t h e Welsh and S c o t t i s h Development Agencies and s i m i l a r 


b o d i e s  i n those areas w h i c h would l o s e a s s i s t e d area s t a t u s . 


The a d d i t i o n a l e x p e n d i t u r e ^ i n v o l v e d here would, i  t was t h o u g h t , 


be v e r y s m a l l . I t was r e c o g n i s e d t h a t t o w a i t f o r a f u l l package 


o f o f f s e t t i n g measures - assuming one can be agreed - mi g h t i n v o l v e 


c o n s i d e r a b l e d e l a y . There was some d i v i s i o n o f vi e w between t h o s e 


who f e l t t h a t such d e l a y would be w o r t h w h i l e and tho s e who f e l t 


t h a t i t would be enough t o foreshadow our f u t u r e i n t e n t i o n s 


/ w i t h o u t .. 
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without being v e r y s p e c i f i c about them. I t i s , I t h i n k , 


reasonably c l e a r that only the l a t t e r course would enable us 


to make an announcement before the r e c e s s . 


L a t e r i n the meeting the Sub-Committee a l s o touched on a 


r e l a t e d problem concerning the proposed c l o s u r e of steel-making 


at Shotton. O f f i c i a l s are preparing a d r a f t Government 


statement to be i s s u e d a t the time when the proposed c l o s u r e 


becomes p u b l i c knowledge. C l e a r l y t h i s would be much e a s i e r 


to handle i f f i n a l d e c i s i o n s on r e g i o n a l p o l i c y had been taken 


before the Shotton announcement i s made. The d i s c u s s i o n i n 


E(EA) on r e g i o n a l p o l i c y was i n any case intended as a preview 


? for d i s c u s s i o n i n Cabinet on 5 J u l y . With your agreement, I 

propose to c i r c u l a t e a paper, summarising the d i s c u s s i o n i n 

E(EA) and l i s t i n g the items on which d e c i s i o n s are now needed. 

The timing i s f a i r l y c r u c i a l . I f an announcement i s to be 

made before the r e c e s s and an A f f i r m a t i v e R e s o l u t i o n passed 

to a l t e r the l e v e l of RDG, we need to allow a week for c l e a r a n c e 

i n B r u s s e l s , and we cannot t h e r e f o r e s l i p beyond Cabinet on 

 J u l y . ( I understand t h a t Cabinet on 12 J u l y w i l l be mainly 

concerned with the P u b l i c Expenditures Review). I hope you 

agree on changes i n r e g i o n a l p o l i c y which could be announced 

before the r e c e s s , together with some i n d i c a t i o n of our more 

p o s i t i v e " a c c e l e r a t o r " measures to help i n d u s t r y . 

/ I am ... 




I am s e n d i n g c o p i e s o f t h i s minute t o t h e S e c r e t a r i e s o f S t a t e 


f o r Employment, t h e Environment, S c o t l a n d , Wales, Trade, 


M i n i s t e r o f T r a n s p o r t , and t o S i r John Hunt. 


P J S 


pp K J 

29 June 1979 
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