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The Prime Mini:: t o r h e l d a m e e t i n g a t 1230 p.m. t o d a y w i t h 

y o u r S e c r e t a r y o f S t a t e and t h e Home S e c r e t a r y t o d i s c u s s t h e 

a p p l i c a t i o n o f t h e Government's p o l i c i e s  i n S c o t l a n d . They 

had b e f o r e them Mr. Younger's m i n u t e o f 25 June. The f o l l o w i n g 

a r e t h e main p o i n t s which came up. 


REGIONAL POLICY 

Mr. Younger s a i d t h a t any r e d u c t i o n i n r e g i o n a l a s s i s t a n c e 


t o S c o t l a n d w o u l d be seen by t h e Sc o t s as an a t t a c k on t h e S c o t t i s h 

economy. S p e c i a l a s s i s t a n c e f o r S c o t l a n d was j u s t i f i e d by i t s 

r e l a t i v e backwardness, i t s d i s t a n c e f r o m t h e UK m a r k e t s , and by 

t h e need t o reduce i m b a l a n c e s i n t h e n a t i o n a l economy: i  t was 

i n t h e i n t e r e s t s o f t h e UK economy as a whole t h a t t h e s e i m b a l a n c e s 

s h o u l d be reduced s i n c e e x p a n s i o n had t o o o f t e n r e s u l t e d i n 

" o v e r h e a t i n g " i n t h e South East and t h e M i d l a n d s . W h i l e he 

acce p t e d t h e need t o reduce p u b l i c e x p e n d i t u r e i n s u p p o r t o f 

r e g i o n a l p o l i c y t h i s " h o u l d not be done t o o f a s t and t h e amount o f 

r e d u c t i o n s h o u l d n o t be t o o g r e a t . A g a i n s t t h i s b a c k g round, 

Mr. Younger s a i d t h a t he was p l e a s e d t h a t t h e Prime M i n i s t e r had 

asked S i r K e i t h Joseph t o moderate h i s r e g i o n a l p o l i c y p l a n s ; and 

he hoped a compromise s e t o f p r o p o s a l s would be a c c e p t e d by C a b i n e t . 


The Prime M i n i s t e r commented t h a t i  t was e s s e n t i a l f e r 

p u b l i c e x p e n d i t u r e t o be redu c e d : t h e r a t i o o f p u b l i c e x p e n d i t u r e 

t o GDP was a c t u a l l y i n c r e a s i n g t h i s y e a r as compared w i t h l a s t . 

However, she agreed t h a t i t w o u l d be a m i s t a k e t o move t o o f a s t 

on r e g i o n a l a s s i s t a n c e ; o t h e r w i s e a " U - t u r n " would a l l t o l i k e l y 

f o l l o w . The Home S e c r e t a r y agreed t h a t , a l t h o u g h r e g i o n a l s u p p o r t 

must be reduced, i t would be wrong t o move t o o f a s t . To do so 

wou l d l o s e t h e Government p o l i t i c a l s u p p o r t i n b o t h S c o t l a n d and 

Wales. 


SHIPBUILDING 

Mr. Younger s a i d t h a t c o n t r a c t i o n o f t h e s h i p b u i l d i n g i n d u s t r y 


was i n e v i t a b l e , b u t t h i s had t o be h a n d l e d c a r e f u l l y . P r o v i d e d 

t h e n e cessary c l o s u r e s were implemented i n t u r n r a t h e r t h a n a l l 

a t once, t h e p o s i t i o n ought t o be manageable. Thus, i t would be 

r i g h t t o move t o t h e c l o s u r e o f S c o t s t o u n i n September, w h i l e 

Govan s h o u l d be k e p t g o i n g a l i t t l  e l o n g e r . I n o r d e r t o m a i n t a i n 

a c t i v i t y a t Govan, i t would be necessary t o o b t a i n a f u r t h e r o r d e r 
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a f t e r t h e e x i s t i n g P o l i s h o r d e r ; t h e r e was a r e a s o n a b l e p r o s p e c t 

o f such an o r d e r I r o n PfcO. Robb Caledon would a l s o p r o b a b l y 

have t o go; b u t i n vie w o f t h e heavy dependence on s h i p b u i l d i n g 

on t h e Lower C l y d e , e v e r y e f f o r t must be made t o m a i n t a i n 

S c o t t L i t h g o w . I t w o u l d be e a s i e r t o pro c e e d w i t h t h e s e c l o s u r e s 

i f t h e Government c o n t i n u e d w i t h a r e a s o n a b l e measure o f g e n e r a l 

s u p p o r t i n S c o t l a n d . 


The Prime M i n i s t e r s a i d t h a t she a c c e p t e d t h i s g e n e r a l approach. 

She hoped t h a t e f f o r t s were b e i n g made t o s t i m u l a t e s m a l l b u s i n e s s e s 

i n S c o t l a n d so ss t o p r o v i d e a l t e r n a t i v e employment f o r r e d u n d a n t 

s h i p y a r d w o r k e r s . The Home S e c r e t a r y commented t h a t i t was r i g h t 

t o p r o c e e d w i t h t h e c l o s u r e o f une c o n o m i c a l s h i p y a r d s , and t h a t 

i t had been a g r e a t m i s t a k e not t o have implemented t h e c l o s u r e s 

on t h e Upper Clyde i n 1971. However, he agreed t h a t t h e t i m i n g 

o f t h e c l o s u r e s was c r u c i a l . 


DISPERSAL 

Mr. Younger s a i d t h a t he hoped t h a t t h e Government w o u l d be 


a b l e t o proceed w i t h t h e p r e v i o u s Government's d i s p e r s a l p l a n s 

f o r t h e MOD and ODA t o Glasgow. He a c c e p t e d t h a t i t w o u l d be 

r i g h t t o c a n c e l t h e movement o f j o b s f r o m t h e E n g l i s h r e g i o n s 

t o S c o t l a n d ; b u t t h e r e would be a v e r y adverse r e a c t i o n i f t h e 

d i s p e r s a l o f j o b s f r o m London were s e t a s i d e . 


The Prime M i n i s t e r q u e s t i o n e d w h e t h e r any o f t h e p r e v i o u s 

Government's d i s p e r s a l p l a n s were l o g i c a l f r o m t h e p o i n t o f vi e w 

o f a d m i n i s t r a t i o n and expense. However, she agreed t h a t p o l i t i c a l 

c o n s i d e r a t i o n s would need t o be t a k e n i n t o a ccount w i t h r e g a r d 

t o t h e MOD and GDA d i s p e r s a l p r o p o s a l s m e n t i o n e d by Mr. Younger. 


HILL SHEEP 

Mr. Younger s a i d t h a t T r e a s u r y M i n i s t e r s had d e c i d e d t h a t 


t h e r e s h o u l d be no i n c r e a s e i n t h e H i l l Sheep s u b s i d y o v e r and 

above t h e 50p agreed by t h e p r e v i o u s a d m i n i s t r a t i o n . He had hoped 

t h a t a f u r t h e r 50p i n c r e a s e c o u l d have been agr e e d ; and he was 

p r e p a r e d t o f i n d s a v i n g s i n h i s programmes t o f i n a n c e i t . However, 

MAFF had not been a b l e t o p r o v i d e o f f s e t t i n g s a v i n g s . A l t h o u g h 

he u n d e r s t o o d t h e p u b l i c e x p e n d i t u r e reasons f o r r e j e c t i n g a f u r t h e r 

i n c r e a s e , t h e d e c i s i o n would be s t r o n g l y r e s e n t e d by S c o t t i s h 

f a r m e r s , and L o r d M a n s f i e l d would have a d i f f i c u l t t i m e e x p l a i n i n g 

i t t o t h e NFU when he met them. Q u e s t i o n e d whether i t would 

n o t have been p o s s i b l e t o have a h i g h e r s u b s i d y f o r S c o t l a n d t h a n 

i n E ngland, tne Home S e c r e t a r y s a i d t h a t any such move would have 

been b i t t e r l y opposed i n England. 


I am s e n d i n g a copy o f t h i s l e t t e r t o John C h i l c o t (Home 

O f f i c e ) and M a r t i n V i l e ( C a b i n e t O f f i c e ) . 


Kenneth MacKenzie, 

S c o t t i s h O f f i c e . 



