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T NOTE OF A MEETING HELD IN ROOM 11.01 ASHDOWN HOUSE ON
MONDAY 410 NOVEMBER at &.15 am

Present |
oecretary of State Mr Ian MacGregor
Mr Steele Mr Scholey
Mr Binning MreS DS Peior
Mr Young

1 The meeting followed immediately after the private
meetlng between the Secretary of State and Mr MacGregor
which is recorded separately.

2 The Secretary of State had asked for the meeting because
the situation was changing before the Government's Eyess

the market for steel had collapsed the private sector was
in difficulties and the Government was under great pressure
to reduce its calls for money. In the circumstances it was
necessary to review the whole position. He enquired whether

the market for steel had reached wttom.

5 Mr MacGregor said that the market had stopped its retreszt
in the last few days. There was no rush back to order steel
but the de-stocking in Europe had levelled out. (ir Scholey

-— _— —_—— H

interjected that this was at a very low level.) rir :
~continued that import levels were high, representing zcou
30-31% of the market and this was hurting the private sector
as well as BSC. He thought the pressure of imports was
receding. The Article 58 arrangements reduced the dﬂwnward
pressure on the steel market but he expected to have continuing
difficulty with the German industry (largely with their
Federation rather than with individual firms) and he was
collabprating with the French industry to exert pressure
Even so, the market had descended rapldWJ since July and ev
if there was going to be no further reduction the market
stabilised at approximately half the level that had been
anticipated. INMr Scholey pointed out that the inherited prograzz=
of plant closures was going ahead and that by December all

52,000 scheduledredundancies would have taken place wif i
51gn1flcant CONLPOVErsY .
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4 The Secretary of State thought that BSC's plans Bl
being formulated would involve further redundancie
They would also involve discussions with the pr1vab
he wanted to know how many groups were now in discu
BSC. Mr MacGregor said that discussions had *aﬂe:
GKN first but had been expanded to include Hadfiel D3t
which had put lots of effort into ideas about Lﬁtlhuﬁ;;hatien.
Mr Scholey had now sketched out a way to rationalise ~te 23T
and billet side of the industry and he hoped to cozme W
ideas for commodity steel shortly This would resurrsct the
Phoenix project but would go furtne; and would take zccounv
of the interests of Sheerness. Sheerness' owners did not
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have the resources to make a capital initiative but they wanted
to broaden their product range into sections.

5 Mr Scholey wanted to make two points. First, matters were
quiet on the labour relations front and there was a genersal
acceptance of the need for change. The Welsh works for example
were nerly down to the minimum level of manpower and, in thelr
present unloaded condition, were nearly as good as European
producers in terms of manhouir$ per tonne. If the Welsh plants
were reloaded their performance would be substantially better
than the Europeans. At the present level of domestic demand

1t was necessary for BSC to eyport 5 millien tonnes of £lat
rolled products a yeam The new manpower levels meant that

BSC was in "touching distance" of being competitive (Mr MecGreger
said this was a shortfall of 10-15% on costs) but it was e
possible that the present high level of the pound might force
BSC to retrench. It would be very difficult to eYDlalﬁ sucn
further retrenchment to the workforces, who had co-operated wellil.
The present level of demand was barely enought for one major
steel plant, let alone three. The second point he wanted to
make was that,although the private sector was expressing gr
interest in the present joint discussions and was talking 1

terms of an expenditure of £100-£1%0 million, it was 1inevi

that any scheme which emerged would i1nvolve substantial

losses and a dis-investment in the public and private sector

as a whole. He accepted the need to move BSC plant out 1into

the private sector.

6 Mr MacGregor said that Mr Scholey and his colleagues
understood that there might be new enterprises in which
would be in a minority. The new schemes would involve
a further 5,000 redundancies and there would have to
dis-investment on the private side, particularly in Tl
organisation of the commercial side of the industry.
sald that BSC was already disinvesting on the billet side;
a decision had already been taken to close the No 1 billet =
at Scunthorpe. The Secretary of State enquired atout how T
private sector would handle any proposed dis-investments.
Mr Scholey had discussed the general proposals with lMr lMortimer
who agreed with them and 1t was now necessary to dlscuss t“g
arrangements with the Department.

were not speaking to each other in an orderly manner. Ir 1: Tf:?‘
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thought the private sector firms ought to be brought toge
under the zegis of BISPA and the Department. A1l the 1de
which were currently under discussion would be taken intc =c
in the plans which he would be submitting to the Secretary o
State shortly. '
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7?7 The Secretarv of State encuired whether the efllc;,:C" o
which Mr Scholey had described would make the works concerrsd
attractive propositions for private sector accuilisition.
Mr Scholey thought that electric steel making at Sheffie
as good as any anywhere; he was prevared to put Sheifi
"into the pot". He eHV1saged Joint bbC/prlvate secLo“
dealing with bar and billet separately. There was & gu
about what should be done with Scunthorpe, where there
need for contlinuous cast billet making capaclity. Any such
proposal would affect the steel re-rollers. Without investzent
it would be difficult for the British industry to supply a
competitive product and many re-rollers were drawing their
billet from abroad. BSC had managed to regain the businecs
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supplying the Tinsley and Bricon wire works.

8 There followed a discussion of the possible role of
Mr Willi Korf, who might be interested in acquiring some BESC
‘finishing facilities and about the need for continuous castins
facilities to supply the wire making industry. There-.was alsc
a discussion of the present situation 1n the supply and extort
of scrap. The Secretary of Svate sailid that the Government
wanted BSC to look at 1ts proposed plans in the light of thae
general situation and of the Government' problems with public
expenditure. He wanted to know whether it was possible for ==C
to abate 1ts demand on the PSBR either in the current year or
in the next financial year. Was 1t possible to bring down Ths=
level of redundancy payments and to phase them over a 1on::r
period as had been done at Consett? IMr Binning enquired szzout
the scope for bringing redundancies forward so they count
against BSC's EFL in the current year but he -accepted that
the strategy was to bring about savings quickly the price would
be high 1n terms of redundancy payments per head. DMr MecGreszsox
"was concentrating on stopping the downward trend. The acticrs
which he had taken in Europe and was taking to find new merist:
were almed to bring BSC closer to viability. In each area oZf
BSC's operations there was a continuous task of slicin@ oL 2
surplus people. This was teing done without zgg Tac sl
or publicity. The plan would look af a lon?ﬂr orlzon, e
cheapest way of proceeding was for BoC to get more business:
for example, he had persuaded the Continental o1l company 0
. use BSC steel in their oil platform; this had involved givir:
guarantees but there was £ million of business and this n:
level out the plate busliness at Teesside and Ravescraig.

o
Tt

9 Mr Scholey said that all were thinking in terms of CIOﬁi:;

and the problem was lack of exports because of the hlgn V;L::
of sterllng Once Llanwern was closed it was difficult to
envisage the plant re-opening without a step increase in -
size of the market. There would be a distinct hullataloo.
reply to the Secretary of State who enquired about a possic
private sector takeover at Lliaanwern, Mr Scholev said that on
Alfa Steel was a possibility but lIr MacGregor szid that 1%
only a modestly capitalised company. HMr [lzcGregor explair
that he needed a further 800,000 tonnes capacity of flat ¢

gy yeansshenceNtheNpre sslre ho'ras exerting on General lMotor

and Ford to buy more BSC steel.
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10 The Secretary of State said that he was looking for

in the demands whicnh BSC would make on the taxpayer in ti
financial year. I[r lMacGrezor replied that ESC knew whe
dgood for the current financial year. In the period be

1 April 1981 BSC would not Te subject to the same pres
and current events would reduce their cash requirement.

would produce plans in December showling progress that hed
made (Mr Scholev said that as many as 25,000 jobs might =
to go in the next financial year). Mr MacGregor, contln_
said that he would try to settle the pay round at the low
level practicable but he did not waht to interrupt the st
and successful reduction in manpower. It might be posSsibl
win a public fight about pay levels but to do so at tne _

cost of sacrificing BSC's ability to reduce manpower. Currenz->
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the unions were co-operating at works level but it was
glways possible for Mr Sirs to step back into discussions and
to take an adversary position; it was necessary to keep Mr ¢
busy on useful things "like trips to Australia'". Mr Scholey
said that a further 25,000 redundancies might come about
through slim-lining, not closures, but they would cost a
substantial amount of money and there would also be redundancy
costs 1n the private sector. Mr Binning thought that some of
the redundancy costs could fall in the current year.

11 The Secretary of State accepted that Mr MacGregor was
building up outlets in order to meke BSC's basic steelmaking lezs =
peofitable. These outlets could increade the’attractiveness

of BSC's operations to the private sector. He mentioned in
particular BSC's stainless operations. Mr MscGrecgor ?ﬂpilb‘
that the stainless activity was free standing; it might be
attractive 1f 1t was fully loaded but not before then. BSC'
interest in steel stockholders was defensive against incurezuhﬁ
from abroad. In due course the entire stockholdinz operaticn
would be liquidatable into private hands. At the present time
there was pressure for stockholders to move towards the public
sector - one stockholder was in difficulties - and he wished t
ensure that 1t did not fall into foreign hands. p

12 ihe Secretary of State enquired whether any outlets 1
be attractive te the private sector if disfoiuu/ [1lth suppl
contracts running over several years. lr MacGregor pointe
that the Phoenix project and the existing Round Oszk arrangexn
had started out in that manner but had developed so that the
.

private sector wished to put all the business into the pub

-.fl‘—_—.\_’

sector. The problem was that manufacturers who were down ua
would not integrated back upstream. (Mr Scholey:=mid that B5C'
tinplate operations were not attractive to letal Box). L“ xagu“;.

continued that operations could be transferred successfully Tc
the private sector if offered at low prices
and 1f there were no operating losses. But at the present Time

he could not promise no operating losses because of the under-
loading of plants.

15 NMr MacGregor said that the operating losses were not cauced
by labour difficulties. The private sector plants had not veen
overmanned 1n the past but they were so now because of the
change 1in loading. DMr Scholey said that Mr Mortimer of BISEL
had been "staggered" by the success which BSC had achieved ou
de-manning. The Secretary of State enquired whether the char

extended to include craftsmen and Mr Scholey replied that o
had reached agreement in principle with tne crafismen on Tssss5ii:
to work without mates but had not yet secured the agregment o2
ISTC, which represented the mates. He thought that Teesside

was lining up "for slimlining". IMr MacGresor said fthat in Sci”
Wales most of the mates had gone. The S~cre*"“j oL, Sualeatass

e

that if the unions did not permit the efficient use O menTowsr
this made a poor case for committing additional taxpayers'
money.

B

14 The Secretary of State enquired about progress on dispo Si;:-
Mr HacGregor said that there was little .to dispose of 1in :
He was trying to get the best deal possible 1in South Afri
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was examining the scope for disposals in Canada the following
week. However, Canada was an 1ndependent market for tube for
01l exploration and BSC might want to build a niche for itself
there. There was also a rail business with international
potential but it would be necessary to upgrade the Workington
mill to produce the longer-life rails which were demanded by
the railway aaw1n1c+rabﬂonc who were under increased coci

pressures. This meant that Workington had to have new I egquipment
to handle long ra"s and new cooling beds. RDL was making s
modest loss and no one was interest i1n buying the company; it

was useful as a vehilicle to sell steel. Mr Scholey said 1hat
discussions were taking place about the disposal of BSC Chemicals
to Norsk Hydro. It was first necessary to put the chemicals
business into Staveley and Mr Waterstone had been authori sed

to negotiate a deaX. The Secretary of State urged Mr MacGregor
and Mr Scholey to press ghead with these arrangements.

I K C ELLISON
PS/Secretary of State for Industry
Rm 41.017 Ashdown BxG 5501

10 November 1980

Circulation

PS/Mr Butler
PS/Mr Marshall
PS/Secretary
Mr Steele

Mr Binning
Mr Young
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