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STRUCTURE OF THE POWER PLANT MANUFACTURING INDUSTRY
REVIEW BY THE DEPARTMENTS OF INDUSTRY AND ENERGY

Memorandum by the Secretaries of State fop Industry ang Energy

We were asked on 8 May to review the brospects and scope for

early rationalisation of the power plant panufacturing industry.

The attached note, agreed between our two Departments examines this
and we summarise the main issues in thig paper. k

2 The industry consists of 2 turbine generator manufacturers (GEC
and NEI Parsons) and two boiler makers (Babcock and Wilcox and NEI
Clarke Chapman) employing about 18,500 people heavily concentrated
in Development Areas. The CPRS reported on its future in December
1976 and confirmed it was under serious threat. It recommended
ueasures to provide a better and more stable workload and to promote
rationalisation to one turbine generator manufacturer and one boiler
uaker (paragraphs 1 and 2).

5 Since the CPRS reported, orders have been placed for Drax B (2 GW)
and are in prospect for 2 AGRs at Heysham and Torness (2.6 GW). There
1s to be design and development work on a PWR, and certain export
orders have been gained with Government assistance. Assuming that the
AGR orderg (particularly for turbine generators) are not unduly

delayed whether because of environmental concern or for other reasons,
the 10dustry should not find it necessary during the next year or so

20 close any works or engage in major reductions of their labour force.
Great uncertainty attaches to the level and timing of future home
orders ang competition overseas already high is becoming increasingly

(Svere. Tpe industry's viability remains under serious threat
Paragraphs 3 _ 1)

ﬁe w8eTe is general agreement in the industry that its futuretggcsmld
wh.based On a single technology in boilers and turbine genera s
'¢h means g single company in each field. But there is no agr

¢ i i i agraphs
p aidns‘g Structure and no sign that it will be forthcoming (paragrap

5 . b
it Eggusb the electricity supply industry favau}xl‘zr:gls i*:s;g:c;ggmg
Some g, (€D making efforts to have new orders s .

°I'der:u90ess with the boiler makers in relationkggs?ra%chzgghtgozzework
Tor the DoLTOSpect for the Heysham and Torness
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programme as an inducement. able domestic Geceving

The
ure of the pover
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But it foung a strongtgzse

)y EetE G Do
lue addeq industry to supply

decision on these issues, we must have regard ¢y

In coming to & S
the followin considerations:
: THE PRESENT STRUCTURE

(a) Though there is general a}greement on the need for ratio- "
alisation, there is no sign of agreement in the industry 2 The industry consists of two turbine
about the form it should take. GEC Turbine G(_enerators Ltd and NET Parsg;slgngggtor wanufacturers,

e Wilcor 20p§§§§i°}15) Tta and NET Claske gggpzbn:;lfidmakers’
o} i . .
rationalisation by providing support etc, this could only of Northern Engineerigg Indust??ggr(ﬁ%il anies, two being subsidiaries
be effective if there were a consensus within the industry employs about 18,500 people (about 20% 1. The industry currently
about the form of the restructuring: we have no powers reported) with the heaviest concentrati ess than when the CPRS
to impose a solution upon the industry. in Strathclyde. ion on the North East Coast and

(b) Though we could ease the industry's path towards

(¢) Ideally matters should be left to the power plant industry WORK TOAD

and its customer, the electricity supply industry‘.{_ BUE . oo

the latter equally would face difficulties in seeking 0 vhe reported, the

impose restructuring by use of its ordering programme; : ngé'ax with Government suéport.CEgsohgidgigu%gﬁ igﬁwagdt&age =
and if an individual firm should feel that its interests 1980 OI%ESS, have been announced - to be placed on (se . tl:oni’ gy
are not being equitably treated by the home customer; th: thora These orders total 4,600 Megawatts (4.6 GWs)pr ignadg'il'ls’ =
firm and its workforce will press strongly for Governieh with tﬁ’m be design and development work for the PWR in acco;d:aLJgI;é
intervention. Where there may be serious risks of The CEGE decision to develop the option of adopting this system

Development are planning for a PWR order in 1982. 7 y

factory closures or major redundancies in
Areas, these pressures become intense.

4 Abro
! ad i ;

qment $08% , With substantial Government assistance, GEC and Babcock
recssed by Gover neir i nteres”

ad Wileg :
CEC hay X have obtained an order for a power station in Hong Kong,
e D

een successful in tendering for turbine generators for

(d) If the Generating Boards are p g
:gte;oﬁi‘ﬁlzls]kt?gz igm;ZESZiﬁii(? e tgill)ixsl and 6 in South Korea and NEI have obtained a small order for
pul's\lig fg?-neratOrs for Titagarh (India). The firms are energetically
tota]ys o TUrther orders and have tendered for 2 stations in China

lling about 2000 MWs.

5 Th n
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about the form it should take.
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(b) Though we could ease the industry'
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difficulties in seeking to
f its ordering programue;
1 that its interests
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Development

the latter equally would face
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are not being equitably treated by the
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(d) If the Generating Boards are p v
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they will ask for compensation.
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account Heysham IT and Torness, shoulg

with the bulk of the orders coming in ,laVe
s based on the forecast adopted by the 1982
a 2.%b per year average increase imd“
Tt could therefore be less if 13
forecasts of growth in ele

onwards taking into
about 2 GWs a year,
after. This v1ewll 8
in England and Wales of
in the years up to 1985/86.

forecasts fall; in recent years, :
demand have come down substantially. For comparison with ty

growth rate, growth actually averaged ’1:6% per year during tp
from 1975/76 to 1977/78- Great uncertainty therefore attacbee
the Board's future ordering intentlons. s

The home and exp : 3
At home the CPRS considered that the industy

table ordering programme of about 2 GWs a yea
ent to such a programme. Abroad, the CPRsr
industry would require an average 3 GWs of

7
CPRS targets.
as a minimum a S
There is no commitm
estimated that the

generators and 1 GW
Even with special Government support, the total

obtained in the three years 1976-78 are less than the re
one year estimated by the CPRS.
competition overseas is becoming increasingly severe and price
being quoted

below ours.
in prospect, and the terms on which the industry has obtained

export successes will not enable it to invest as much as it sh
research and development and in capital plant. The industry's
still remains under serious threat.

THE RECOMMENDED STRUCTURE

8 The CPRS considered that for the level of orders postulated in

paragraph 7 (5 GWs turbine generators and 3 GWs boilers) the UK could
acturer and one
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8 GWs. At the time the CPRS reported there was genera
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OPTIONS

1 The main issue for the :
the need for rationalisatiogozggn?i‘n: tg consideriig
it. The orders for Heysham and Tornegs ov far it wishes to promote
only orders for two or three years and sare very large and may be the
the long term structure of the industr < uﬁy have & big influence on
decision of the Generating Boards suby" it e
Government decides to exert on th’ Ject to any influence the
explained in para 10, expect © euh1: For the boilers the Boards, as
work. This should bc’>th iy O achleve an agreement to share the
rationalisation. The immediatgaJor closures and may promote eventual
The CEGB have indicated, i ProbleRp s L
bids would probably 1 , in confidence, that their assessment of the
ey Bave howeyon Za'gag them to place all the orders with Parsons.
interests to take 115. hat they would also want in their own
on the E otune axllfil o account the long term effect of such a decision
Teached a fipal oo resources of the plant-makers. They have not yet
Meanyhile e CEe0151on but expect to do so in about a month.

> GB have informally asked how the Government would

Teact to
the OI‘der? request for compensation for the extra cost of splitting

whether it accepts

12 1
al
Dressyre intgg orders go to one manufacturer, this would put great
Carries tn € other. It might help to bring about a merger, but
e risk of closures of works or important redundancies

assi
the losicled areas or both. There would certainly be an outcry from
gl‘der,s arg manufacturer and his workforce. rnatively, if the
that type Shared between the manufacturers would help to ensure
p:n‘_i t mak'gere no major closures in the n but would
prrlo s tl‘atlonalisation of the firms

odyc her of the alternatives therefl
1 & merger, .
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s he Government therefore the imm
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°i§eave it entirely to the
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a %nvolve minimum
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for turbine generators with one manufacturer, pp
Parsons, or to split them, with the mixture of .c~0bab1y
in each case described in paragraph 12. °nSequen°es

(b) It has a preference for one or other of the cour
aph 12 which it would ioh. tb press on The Ll
The objective would be to ensure that the Order? Boargs,
was taken in accordance with any view the Goverlng decision
to reach apbout the long term structure of the iillyent Wisheq
On the obher hand, it would involve the Goveriment ik
responsibility for the decision. If the an}d-ent in dirgey
+o0 take a decision which they had concluded waf Were Dpressej
own interest, they would demand compensation. S 10T in thejy

It might be right to postpone 2 decision &as betw :
g csS U een tThe
until the Generating Boards have told the Government f;sfot“? Ccourses’
their view on the allocation of the orders and the consi d;ﬁ{ienee of
si jons

leading them to that view.




