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Note by the Central Policy Review Staf?
L The Ministerial Committee on Economic Strategy (E) is to discuss

the proposal that British Shipbuilders be authorised to accept an order
to build two ships for Liberty Maritime Agency Limited at the Fairfield
yard of Govan Shipbuilders. The Liberty Maritime order is described in
some detail in E(EA)(79)64, and the views of E(BA) in favour of acceptance
are set out in the Secretary of State for Industry's minute to the Prime
Minister of 16 November.

2. The arguments for financing the Liberty Maritime order are two:

(a) to help cushion the painful process of running down shipbuilding on

the Clyde at a time when there have been several large factory closures

in the area; (b) to secure the release of eight Polish ships which might

be locked in by the Govan workforce if new orders are not forthcoming, and

% avoid the risk of wider industrial disruption in the shipbuilding industry.
Both arguments need examination.

SQushioning the rundown of employment on Clydeside

3. Ministers in E(EA) accepted that in all probability neither yard at
Govan shipbnildcrs, Scotstoun nor Fairfield, is viable long-term. The
. fully shares this view. Although the Fairfield yard has recently been
"leThised, their experience is limited to building small to mediun sized
o carriers of low added value. Even when the world demand for shipping
“tcavers, South Korea, Japan, the Eastern Bloc and many Newly Industrialised

coutri“ will be able to build these simple classes of ship at a much lower

e?.t' It seems unlikely that the yard could ever compete internationally
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5. The proposed order has two features which might excite publje .

the nature of Liberty Maritime, and the terms of the contract -

(i) Liberty Martime Agency Limited. As Sir Keith Joseph's iy,

makes clear, Liberty Maritime is a virtually unknown firm of Gre
shipbrokers with almost no declared assets. Its latest accouis
showing assets of only £12,000 were filed in 1976. The companyis

thus in default under the Companies Act.

Under the terms of the various contracts |

(ii) Contract Terms.
between British Shipbuilders, Hambros, and Liberty Maritime,

British Shipbuilders and the taxpayer bear all but nearly & o

the financial risk on the £2lm. comstruction cost. Hambros ¢arT
no financial risk but stand to gain from fees; their presence it
e under Section 10 of @
at negligible cost ¥
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Securing the release of the Polish ships
7. The second main strand in the argument ¢
or the

order is that it is a cheap means (i) Liberty Maritime

Telease of the eight
of Preventing more widespread

the Libert AL
pean a contingent liability to HMG of up to go1g iy Mﬂ:ltme order will
e l.e, the full Cost
of

construction. Against this, the Department of Indnltty ha
£100m. of losses to British Shipbuilders because of indu ’.!pecuhted o
the Liberty Maritime order is turnmed down . stri

: ; " securing the
Polish ships still in the Govan yards, ang (i1)
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The Liberty Maritime order alonme may not be emough to

the Polish ships. If additional orders are accepted tex:r“t .
workforce satisfied, the contingent liability is incre: :ep :
tionately. Are we not replacing Polish ships with om:e i
over £20m. which may too need to be 'extracted'? s

T}.ze £100m. figure of possible losses assumes industrial troubl
right across British Shipbuilders. However, if industrial act:on
were contained within Govan, the maximum amount currently at risk
t? HMG is the £30m. due to British Shipbuilders on delivery of ‘the
eight remaining Polish ships less whatever would be saved by not
completing them (perhaps £5m. or more) or by their eventual sale if
they were ever completed and released. And this £30m. figure would
fall as ships were released - of the nine mentioned in E(EA) paper,
one had already gone by the time of the discussion in E(EA).

8 hi
. T 1
s 'trade-off' between buying orders (£20m.) and losing the co-

o :
n::r:::::t::gt: '::'kf°r°e (3100!!.) depends crucially on a judgement that by
Tesulting o thre b‘rtY'Marl'.tme order there could be industrial action
1 i e 9: months' slippage throughout the shipbuilding industry.
vork a4 . ':llepend on the assumption that the contingent liability on
Govan, ST ‘_1““5?0, i.e. that there will be no further order for
ship LT ; l'tzsh Sh.l.pl‘milders closed Govan soon after the last Polish
Riddle o4 - elivered (which at the present rate of slippage could be the
Shiphyg . year) would this lead to a claim of bad faith by British

and the widespread industrial action that the Liberty Maritime

prﬂpo
8l was' intended o avoid?
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9. The immediate employment P ydeside may Creat, a
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(i) if, as indicated in the Secretary of State's .
el

Fairfield does not have a long-term future, when ig jt .
Ought

that the yard will close? Will it be easier and legs o
s
ther than sooner? Tt

close later ra

(ii) How many orders, and at what total cost to HMG, vil]}
e

to provide vork between now and whatever closure date iy m""‘l
i

for the labour force set out in B(EA)(79)64?

(iii) Will the Liberty Maritime order be enough to secure reluy
of all eight Polish ships? Is their delivery schedule set outing

E(EA) paper still realisable?

(iv) When the terms of the order and the status of Liberty Yaritix
become known, will the order be ecriticised as a thin cloak fors
speculative build? Will British Shipbuilders be entitled to lud
for further orders on a similar basis and perhaps for yards ol
than Fairfield?

(v) On the programme envisaged can British Shipbuilders still ¥
expected to keep within their cash limits?
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