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AN ORDER FOR GOVAN SHIPBUILDERS i 

Note by O f f i c i a l s 


1 . We were asked, f o l l o w i n g the meeting of E Committee on 2 6 November, to 
review the p o s s i b i l i t y of f i n d i n g a p u b l i c s e c t o r order or order f o r the 
F a i r f i e l d Y a r d a t Govan S h i p b u i l d e r s i n p l a c e of the two s h i p s f o r L i b e r t y 
Maritime. T h i s note has been p r e p a r e d by o f f i c i a l s of the Departments of — 
I n d u s t r y , T r a n s p o r t and Energy, the M i n i s t r i e s of Defence and of A g r i c u l t u r e , j ^ ^ / j 
the S c o t t i s h Economic P l a n n i n g Department, the T r e a s u r y and the C e n t r a l P o l i c y 
Review S t a f f (CPRS), under C a b i n e t O f f i c e Chairmanship. " j " " ^ 

2 . Govan S h i p b u i l d e r s employ 5 > 4 5 0 , of whom 1 , 1 0 0 are a t S c o t s t o u n and 

4 , 3 5 0 a t F a i r f i e l d . S c o t s t o u n i s due to c l o s e by the end of t h i s y e a r . 

The workforce a t F a i r f i e l d i s due to be reduced by 1 , 1 5 0 to 3 » 2 0 0 , by v o l u n t a r y 

redundancies and by t r a n s f e r s to othe r y a r d s on the Cl y d e . T h i s planned 

rundown has a l r e a d y s t a r t e d and w i l l be completed on the d e l i v e r y of the l a s t 

P o l i s h s h i p , now expected i n March 1980. The achievement of t h i s rundown i s 

i t s e l f dependent on an a s s u r a n c e now of f u r t h e r o r d e r s f o r the y a r d a f t e r the 

completion of the P o l i s h o r d e r . And the completion of the P o l i s h s h i p s w i l l 

a l s o be i n jeopardy i f f u r t h e r o r d e r s are n o t forthcoming. As of now, the 

y a r d has no f u r t h e r work beyond the P o l i s h s h i p s . The L i b e r t y Maritime order 

would employ p a r t of t h i s workforce, u t i l i s i n g the whole o n l y f o r a b r i e f 

p e r i o d i n the summer of 1980 and f i n i s h i n g completely i n the Sp r i n g of 1981. 

The Need 


3 . I d e a l l y , any new order should p r o v i d e comparable employment to the L i b e r t y 
Maritime o r d e r . I t should n o t i n v o l v e a s h i p f o r which t h e r e was an u r g e n t 
o p e r a t i o n a l requirement, because of the r i s k t h a t i t might be ' l o c k e d - i n ' i f 
the p l a n goes wrong. The a d d i t i o n a l c o s t s h o u l d be w i t h i n the l i m i t s of 

f i n a n c e which the Department of I n d u s t r y were p r e p a r e d to make a v a i l a b l e f o r 
the L i b e r t y Maritime order ( s e e b e l o w ) . I  t s h o u l d be s u i t a b l e f o r the modern 
f a c i l i t i e s a t F a i r f i e l d , which i s a general-purpose y a r d c o n c e n t r a t i n g on 
medium/large merchant s h i p s . I t has a v a i l a b l e a range of des i g n s f o r bulk 
c a r r i e r s and g e n e r a l cargo s h i p s of around 2 5 , 0 0 0 t o n s . With more n o t i c e , 
i t c o u l d c o n s t r u c t any othe r r e l a t i v e l y s o p h i s t i c a t e d merchant s h i p or f l e e t 
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auxiliary. Within the t o t a l numbers employed, i  t is particularly important 
to find work i f possible for the 1 , 0 0 0 steelworkers at the yard, whose work 
comes f i r s t i n the construction of any ship and is now diminishing. I f the 
market recovers su f f i c i e n t l y (and there are some signs of recovery now), 
Br i t i s h Shipbuilders plan to secure orders for the yard for ships of 
higher added value such as ferries. 

Available Finance 

4. The proposed contribution from public funds (provided within the 

Department of Industry's and B r i t i s h Shipbuilders' PES allocation) for the 

Liberty Maritime deal was: 


i. £ 4 . 5 million grant from the Intervention Fund, spread over 
two years; 

ii. £ 0 . 7 m i l l i o n as an interest r e l i e f grant from B r i t i s h Shipbuilders 
(spread over the 15-year l i f e of the ship); 

i i i . £ 2 . 7 million grant element as Section 1 0 assistance (spread 
over 8 years). 

5 . The to t a l direct public support was therefore £ 7 . 9 m i l l i o n . The figure 
of £ 2 1 million mentioned i n the CPRS paper (E ( 7 9 ) 66) is the t o t a l cost of 
constructing the vessels. This would be lost only i f the ships were 
completed and then locked-in permanently, without being re-sold. Given the 
other calls on Department of Industry shipbuilding funds, we understand that 
there is l i t t l e prospect of providing further public assistance, beyond the 
£ 7 . 9 m i l l i o n , from this source. 

6 . We have considered a f u l l l i s t of potential public sector shipbuilding 
orders over the next few years. Only 7 of these are remotely suitable for 
Govan, and there are serious problems i n each case. 

( i ) Offshore Patrol Vessels (OFVs or Fishery Protection Vessels) 


There is a requirement for 4 replacement vessels (at about £ 1 0 m i l l i o n each) 
for the Fisheries Departments and Ministry of Defence and for one smaller 
vessel at a cost of £ 5 m i l l i o n for the Department of Agriculture and Fisheries 
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f o r S c o t l a n d (DAFS). The T r e a s u r y has o f f e r e d , i n the c o n t e x t of the 
c u r r e n t P u b l i c E x p e n d i t u r e Survey d i s c u s s i o n s , to f i n a n c e two of t h e s e . 
I t would he p o s s i b l e to operate more than t h e s e two i f the funds were 
a v a i l a b l e , hut t h i s would impose c u r r e n t c o s t s as w e l l as c a p i t a l c o s t s f o r 
which t h e r e i s a t p r e s e n t no p r o v i s i o n . There i s an e s t a h l i s h e d d e s i g n 
f o r t hese s h i p s , developed f o r M i n i s t r y of Defence hy H a l l R u s s e l l , a 
B r i t i s h S h i p b u i l d e r s s u b s i d i a r y i n Aherdeen. The f i r s t two s h i p s are 
heing h u i l t i n Aherdeen and the f i r s t w i l l he launched i n March. Any 
suhsequent o r d e r s c o u l d be a l l o c a t e d to F a i r f i e l d s h u t B r i t i s h S h i p b u i l d e r s 
e s t i m a t e t h a t , hecause the f a c i l i t i e s a r e l e s s s u i t a b l e , the s h i p h u i l d i n g 
c o s t c o u l d be 20 /25 p e r c e n t h i g h e r than a t Aherdeen, r e q u i r i n g s t i l  l 
f u r t h e r e x t r a funds. I f a l l t h r e e e x t r a s h i p s were a l l o c a t e d , the work 
would occupy ahout 750 men a t the peak. 

i i  . F l e e t Support Tanker 


M i n i s t r y of Defence i s now i n the f i n a l s t a g e s of t e n d e r i n g f o r two f l e e t 
support t a n k e r s though i t i s c u r r e n t l y r e c o n s i d e r i n g whether i t can a f f o r d 
them a t the p r e s e n t time. The d e s i g n work has heen done. The two would 
c o s t £54 m i l l i o n . Each s h i p would employ 1,000-1 ,500 men. Govan i s not 
one of the y a r d s t e n d e r i n g f o r t h i s o r d e r . There has been g r e a t p o l i t i c a l 
p r e s s u r e f o r t h e s e o r d e r s and l o h h y i n g hy l o c a l Memhers of P a r l i a m e n t 
e s p e c i a l l y on b e h a l f of Swan Hunter, Cammell L a i r d and H a r l a n d and Wolff. 
Any departure from normal t e n d e r i n g would t h e r e f o r e he c o n t r o v e r s i a l and 
might i n v o l v e h i g h e r c o s t s . Work c o u l d h e g i n hy the middle of 1980. 
These would he s u i t a b l e s h i p s f o r c o n s t r u c t i o n at Govan, and a 
d e l a y i n t h e i r completion c o u l d be t o l e r a t e d . 

i i i  . C o n v e r s i o n of HMS T a r b a t n e s s 


T h i s i s a p o t e n t i a l major r e c o n s t r u c t i o n j o b , hut does not i n v o l v e much new 
s t e e l w o r k . M i n i s t r y of Defence have no p r e s e n t PES funds and may drop i  t 
from t h e i r programme. Work on d e s i g n has now stopped. The c o n t r a c t p r i c e 
would he over £30 m i l l i o n , of which a h i g h p a r t would he f i t t i n g - o u t of new 
equipment. F u r t h e r d e s i g n work a t Cammells would be n e c e s s a r y and a s t a r t 
c o u l d not be made f o r some months. 
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i v . Hydrographic V e s s e l s 


There i s a requirement f o r t h r e e of t h e s e . They a r e s m a l l and complex 

v e s s e l s . The c o s t would be £24 m i l l i o n ( f o r which PES p r o v i s i o n has not 

y e t f i n a l l y been approved) f o r a l l t h r e e , and about 500 j o b s p e r v e s s e l 
would be i n v o l v e d . The d e t a i l e d d e s i g n work has s t i l l to be done, and no 
order seems p o s s i b l e b e f o r e e a r l y 1981. 

v. T r a i n F e r r y f o r B r i t i s h R a i l (BR) 


B r i t i s h R a i l i s c o n s i d e r i n g o r d e r i n g two new t r a i n f e r r i e s f o r the Harwich/ 
Zeebrugge r o u t e a t a c o s t of £13 m i l l i o n each. The v i a b i l i t y of the o p e r a t i o n 
depends on improved r a i l w a y and Customs o p e r a t i o n s . The Government has not y e t 
approved the o r d e r , f o r which t h e r e i s no p r o v i s i o n i n BR's investment 
programme. There i s p r e s s u r e from Germany to improve the through r a i l 
f r e i g h t s e r v i c e , and from Belgium f o r a t l e a s t one of the o r d e r s . Some 
de s i g n work has a l r e a d y been done. B r i t i s h S h i p b u i l d e r s , who have been 
i n v o l v e d , b e l i e v e they c o u l d s t a r t i n about s i x months. I t i s u n l i k e l y 
t h a t B r i t i s h R a i l would choose Govan. 

v i . Cable Ship f o r Cable and W i r e l e s s 


A d e c i s i o n i n p r i n c i p l e has been taken by Cable and W i r e l e s s to c o n s t r u c t a 
new c a b l e s h i p . But the d e s i g n w i l l not be f i n a l i s e d u n t i l the end of 
February, and t h e r e w i l l be a t e n d e r i n g and n e g o t i a t i n g p r o c e s s a f t e r t h a t . 
Cable and W i r e l e s s b e l i e v e they would not s t a r t u n t i l September 1980; the 
Department of I n d u s t r y t h i n k i t might be p o s s i b l e to s t a r t a month or two 
e a r l i e r . T h i s w i l l be a l a r g e job around £15 m i l l i o n or more. There w i l l 
be p o l i t i c a l p r e s s u r e s to c o n s t r u c t i n the North E a s t ; L o r d Glenamara i s 
the Chairman of Cable and W i r e l e s s . 


v i i . A f u r t h e r F l e e t Support Tanker f o r M i n i s t r y of Defence, to a b a s i c 

commercial d e s i g n w i t h minimum m o d i f i c a t i o n s . 


P r o v i d e d e x t r a funds c o u l d be made a v a i l a b l e , MOD c o u l d f i n d a use f o r such 

a v e s s e l which might c o s t up to £20 m i l l i o n and c o u l d be s t a r t e d q u i t e 

q u i c k l y . T h i s would a v o i d the need to d i v e r t e x i s t i n g o r d e r s from o t h e r 

y a r d s but would i n v o l v e a d d i t i o n a l running c o s t s i n due c o u r s e . I f MOD 

then decided to postpone the two s p e c i a l i s t t a n k e r v e s s e l s , t h e r e c o u l d be 

r e a c t i o n s a t the o t h e r y a r d s which might have expected the o r d e r s . 
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7. F u r t h e r o p t i o n s 

There are two o t h e r p o s s i b i l i t i e s which c o u l d be c o n s i d e r e d : 


v i i i . S p e c u l a t i v e b u i l d i n g 


The L i b e r t y Maritime o r d e r i t s e l f c o u l d be regarded as a form of s p e c u l a t i v e 
b u i l d i n g , w i t h the p u r c h a s e r l a y i n g out on l y £0.5 m i l l i o n f o r an o p t i o n which 
he c o u l d l a t e r d ecide to c a n c e l , l e a v i n g B r i t i s h S h i p b u i l d e r s w i t h the v e s s e l s 
A s t r a i g h t s p e c u l a t i v e b u i l d f i n a n c e d by the Government would l e a d to 
p r e s s u r e f o r comparable o r d e r s from o t h e r y a r d s . 

i x . D i v e r t i n g work from o t h e r M i n i s t r y of Defence dockyards 


There i s l i t t l e or no scope f o r t h i s i n the s h o r t term because the f a c i l i t i e s 


and l a b o u r f o r c e a t F a i r f i e l d a r e not s u i t e d f o r wa r s h i p c o n s t r u c t i o n and 


r e f i t . 


C a b i n e t O f f i c e 


27 November 1979 
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