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BRITISH STEEL CORFCRATION

{A paper by Mpr, Lamort)

The Present Situation

After the half year results in November, it looks as
though BSC will lose over a full year about £550m. The loss
per torn was about %23 ip the first half, but "fs-'?urrently
probably about €27 per ton, which is one of the worst losses
in the world. ™

The Governmert have tried to shove the blame for
the situation on the world steel recession. But
Charles Villiers himself has saild that for every £5 lost .

by the Corporation £1 is due to keeping open urcompetitive
plants, and £2 hecadse ofmmmg.—-—__—‘?_’

The Governmert have tried to cempare BSC'e losses
with thogse of Bethlshem Steel, but there is one crucial
difference, (ut OF Bethlehem Steel's half year loss of
E¥50m, over Z450m represented the cost of c¢losing uneconromic
pTant and redd&TFp its 90,000 labour force by 17,000,

B8C's loss is alarming bédause 1 a8 been reache e fore
any attempt to grapple witk the probhlem of over-capacity and
- over-tratning,

Optiors for Acticr

The mair cheices oprr to a Corservative governmert
would ber

1. Reducing ovep-manning. It is difficult to be precise

about the degree of over-mannirg ir British Stecl; all
sorts of problers arise about defining what comparability
is. Cne has tc take into account the pattern of
nroducts and alsc, as in Jepar, the amount of work that
may be done by outslde contractors. But scme estimates
of over-manning in BSC go ae high as 50,000 {out of over
200,000 men), R

De-panrirs is larvely a matter for pegotiation
hetweer the Corporatior and the Covermment. There is
ljttle that ary soverrment can do te encourage this,
except to make it clear that it regards de-manning as

the ripht ard incvitable course, and it is prepared to
accept the corsequerces.

Fears are gcmetimes expressed that buying out over-
manning will encourage the trades unieons to dig in with

restrictive practices, anrd that all _co-operatiopn will
become deperdert on renercus payments., This argument
scems tc me to have application t6 the buying out of
regtrictive practices, but not tc buving out jobs.

Of course, it iz necessary that the price for buying
cut should not be exorbitant.

There have been reports in the Press of BSC buying
out jobs at the Clyds: Iron Works ard Hartlepool at a
cost of £10,000 per head, The Cerporatien assure



us the reports are untrue and that the mverage figure
in the Clyde Iron dcal was about £5,500 per bead,

In this deal, a 45 year old worker with 18 years'
service would have received the following:-

4
Statutory redundarcy pay 1,500
BSC supplemert 750
Severance pay 3,900
6,150

BSC additions te the statutory requirements are
based on the worker'e expectation of tarnings up to the
previoualy agreed ¢losure dates, Almoat all the
remaining Beswick plants have specified closure dates,
and it would be impossible to advance these without .
paying some money for loss of earnings.

It is certainly BSC's firm view that buying cut (:
labour in the way done in the Clyde Iron deal would,
over two years, be cheaper than keeping open uneconomic
plant and maintaining over-marning.

Wastage in the Corporation is currently runnirg at
a level of ahout 12 per cent per annum. Hut it would
"be’ wrong to imagire that the labour force could be
reduced by this amount pupely through wastage, since much
of it is inr the wrorg places, i.e, high turnover in the
dirty jobs in coke ovens,

2. fction to close the Beswick plants. The Beswick
Review in 1875 kept opch a pumber of unecenomic plants
fer sorial reasons, This ie currently costing the

Corparation about £100m, m year. The labour force in
these ‘plants has been reduced, and is probably now not

much cver 10,000 people. The Sclect Committec has
recommendad cics!np these plants. ()

3. A further reduction in the RSC investment programme.
The vision of British Stecl as & major world exported
bas becr overtaken by events. This 1s accepted by the
Corporation, though they argue that some modernization
as distinct from additiors to capacity, must proceed,

The invistment programme has beer cut back drastically
already. The Corroratien were sperding about £300m,
a year, hut in the past twelve months it has bheen under
£50m. This, of course, has serious implicatiors for
the metallursical plantmakers.

The Select Committee have put forwerd proposals for
further reducticns ir the capitdl -expenditure programme.
They advocate a large reduction in the expansion planned
for Redear, nparticularly the pians for hillet production
for whigh they say they see ro justification at all.

Some people now areue that as the investment programme
is cut back, some of the older plant can be kept voing.
For example, Shotton has a good industrial relations
record, and it is npot as much of a high cost plant as
is ofter imagined. Eventually its competitive position



will be weaker when Llanwern and Raverscraig are on
stream, Even if the total Port Talbot developmant
{£825Mm.) is abandonned, there may he a case for
procredirg with the ot Mill (about £400m.} there, whose
coil wauld then be finished at Shotton.

It is neither necessary nor desirable that we
as an Cpposition should commit curselves on specific
projects in particular areas. These are matters fer
decieion in Government, but we should be clear that
there in plerty of scope for slimming the investment
programme ,

4. Tighter Financial Control. At present the Corporaticn
have express&d tHELr determination to adhere to their
e¢ash limit of £930m., though it may in fact be :

T exereded, The problem is anyway that this limit caopld
aimply be ircreased next year, FPerhaps we peed some

sort of discipline that would 2pply over a few years.

The borrowirg limit of the Corporaticn was ircreased
to E4,000m. this year, and there will have to be
angther Iror & Steel. Amendment Apt to incresse this
next vear. This will alsc provide an opportunity for
re-examining the relatiorship between the Secretary of
. State and the Corporaticn, rarticularly his power to
impese urcommercial cblications on the Corporation.

fther lory term issues relating to BSC are:-

a} Structural chande. Nick Ridley bas prepared for the
Feiiecy Croup a mercral paper on the Nationalised Industries,
including the issue of denationalisatien. We neegd to

bear in mind that the steel industry is already very
de-centrelised, ard ary purely structural change would
cause eccrsiderable upheaval in an industry that frels

that it has alrendv been Intsrfered with over-much by
poXiticiars,

b) Specialigation ard backing success. Ferhapes the

British Steel Corporation should concentrate simply

en hiph value steels - alloye, Figh grade billets,
stafnless steel, tip plate, ete. These probably accourt
for no more ther a guarter of turrover at present.

If this strategy were follewed, basic. stecl would then

be imported, from the Third World, It should be borpe in
mind however that there are some parts of the Corporation,
like Scurthorpe which de produce basic steel competitively.
The complaint of these areas is alwayvs that they do rot
et sufficient backirg in the allocation of investment
monhey,

-

Covernment Folicy

The denger and probahility is that the Covernment's
reasures, te be arnounced shortly, will be an ureatisfactory
compromisc of some closures, sope cuts, and some Progress
on demannirg, Agein, as the Select Committee said, this
would simply mean that the crisis wcuald be coneealed
temporarily, orly to reappear later in & more virulent
form.



It is also possible that the Governmert will go for
a capitel recopstruction and cancel some of the Corporation's
debts, & wil r no way help undamental periormance.
s —— : :

The Folitical Presentation of cur Case

I was particularly asked to comment on the political
presentation of our attitude to the industry. The casge
for a reduction in over-manning ard capacity is clear. it
iz made repeatedly by the Corporation itself and by the
Presg. The Select Committee with a majority of Labour
members has supported the views expressed by the Farty.
It has also, particularly helpfully, stressed that the.
lcarporation skould fncrease preductivity by competitive
manping, and not by new investment which will add to surplus
capacity. In my view there is o 'poink’ in the: Conservative
Party shirking this issue. At the same time we cani-

if they wish to compensate the victims of change by
buying out jobs on terms which are not excessive. ()

2, We could consider salecéive help for communities
wholly dependert upar gteel, There are probably fewer
of these commurities thar is usually suggested. In
South Wales, the Ford development will replace some of
the Jobe that will e lost with the closure of .

'East Moors. Ebbw Vale is an example of an entirely
ateel communityj‘?ﬁﬁﬁﬁﬂrthe plant there is scheduled

to close anyway in_1978/79.

3. The point can be fairly made that maintairirg over-
manning will not preserve Jobe, and in the end will
actually result in mere jebes being lost. In seven
years the Corporation's share of the domestic market
has faller frem 70 per cent to %% per cent. If we
contirue with the presert level of manning, there will
be a further loss of market and greater redundancies
than if acticn is taker row,

\ 1. Make 1t clear that we will support the Corporation *

It is only if the Steel Corporatior becomes internatio‘}ly
competitive that invesiment and cventual expansion can be
Justified. In this way there would be work for the
metallurgical plantmakers and the mechine tool workers,
and more jobs would be created,

4. The size of the losses in BSC is a threat to the
national economy and everybody's standard of living.
If no action is-taker the losses may escalate. At
pregent the BSC cash limit is equivalent to well over
10 per cent of the PSBR.
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