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CABINET 


^  > WARSHIPBUILDING PRIVATISATION 


OKandum by the Secretary of State f o r Trade and I n d u s t r y 


PRODUCTION 


^ h e i  15th Meet 
r
 he M i n i s t e r i a  l Steering Committee on Economic 

u b o i
~ C on Economic A f f a i r s (E(A)) agreed t h a t the 
P'ivatSS - i 


 «i a t l o n  o f
  should be r e f e r r e d t o Cabinet and t h a t 
E(A)  « - i l d i n  g

l d
c ipie * °  U . beforeh nsi d e r the prospects f o r merchant s h i p b u i l d i n g 


(E £ E(A) on \i i l  l discuss a paper on merchant s h i p b u i l d i n g 
affects } 4 3 ) a n  d 1 W i l < 
 l e on 19 July t o r e p o r t the outcome as i  t 
how to a r s h i P b u i l d i n g . 
 r s h i p b u i l d i n g , we need t o decide when and 

and h o  Lse the wars in g i n t e r e s t s of B r i t i s  h S h i p b u i l d e r s (BS) 
P r i V a t i s e t h e w a r 


:  o
Mi • w  deal w i t h overca i The procedure t o be fo l l o w e d by the 

y o  f


e C r

U c i
 

b  Defence (MOD) i  n orders f o r two Type 22 f r i g a t e s w i l  l 

a  l i  n d e f i n i n g the f u t the i n d u s t r y under whatever ownership. 


P R I V ATISATI0N 

2. w 


 b a v  e
BS.  j 6  a Manifesto commitment l:a^r>&/atise a " s u b s t a n t i a l p a r t " of 

n
p U r c  ̂  a  P r a c t i c e , t h i s means c o n c e n t r a t ^ J ^ o n w a r s h i p b u i l d i n g . P o t e n t i a l 


6 r  S  w*-t  h
w°uld k   whom we have hel d discu^£ilS«^ have made c l e a r t h a t they 

e
n a t i 0 . S e v  e r e l  y d e t e r r e d by any prospect^y'qj^having t o compete w i t h 


 S e  d
a r   warshipyards p a r t i c u l a r l  y any^fofsed i  n p o l i t i c a l l  y s e n s i t i v e 
e a  s

c b r o d e  r
P t i v a t 1  ^  Wagg agree. We must recognise t h e r e f o r e t h a t 


W a r s h ^ 1 ^ 3 ^ 0  0 o  f B  S
  o n  a n
 a ppreciable scale means p r i v a t i s a t i o  n of a l  l the 

Phuilders which are not closed. 


3.  T h 


e
Cap -  Yards a f f e c t e d , t h e i r c u r r e n t order book, sent and p o t e n t i a l 
ac
 
 S n o w n a t
Annex ĉ  Annex B (which also includes arid W o l f f ) , 

Sty  u  shows MOD's expected p a t t e r n of orders. Two f f e c t e d yards, a  n

 U n t e  r
 and Cammell L a i r d (CL), have i  n the pas s i g n i f i c a n t 
n u m b  e


w
 h i l  °f non-warship work. BS i  n t h e i r Corporate Plan der t h a t 

S w 
for 

e 

a n Hunter i s co m p e t i t i v e f o r w a r s h i p b u i l d i n g , i  t ^ m p e t i t i v e 

s ho u ]  ! r c  h a n t s h i p b u i l d i n g ( w i t h c u r r e n t employment of 3,800) which i  t 


W ^ t h d r 
that a w l e a d i n g t o s u b s t a n t i a l redundancies. Sim i l a consider 
C T 
  

c o  has no favourable prospects f o r f u r t h e r o f f s h o r e wor puld 
n c  e

r a t e , i  f i  t survives a t a l l  , on MOD work. 
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s e
 t out my views and recommendations on the h a n d l i n g and t i m i n g 

J P r i v a t i s a t i o n i n E(A)(84) 2 3  , discussed at E(A)(84) 11th Meeting, 

^se agreed are summarised i n Annex A. I now ask colleagues t o agree 


w
> e should proceed to p r i v a t i s e BS's warship o p e r a t i o n s as described 

\ nnex A. Overcapacity w i l  l have to be d e a l t w i t h anyway; i  t does 

^ f e c  t the p r i n c i p l e of p r i v a t i s a t i o n , and we must not a l l o w i t  . 


• to delay the process of p r i v a t i s a t i o n . 


ACITY PROBLEM AND THE TYPE 2  2 FRIGATES 

5 . 

) 11th Meeting i n i t i a l l  y agreed t h a t the Government's defence 
Plans 
 d a h e a l t h y , c o m p e t i t i v e w a r s h i p b u i l d i n g i n d u s t r y , f o r which 
u
 would 
 e n t i a l t o deal w i t h o v e r c a p a c i t y . I subsequently 
J i r culate 
£ 0  r D attached) a statement on BS's p r e f e r r e d s t r a t e g y  warship' 
 ding. This confirmed t h a t t h e i r p r e f e r r e d s t r a t e g y would 


£ w l , l 
  
b  e to concen 
that - e n c  ^ a t e w a r s h i p b u i l d i n g i n V i c k e r s , Yarrow and Swan Hunter, 
c
 

o u l d
^osnov ^ f  h  close on completing i t  s present order book, and t h a t 
andd C n_ h o r r  > e y c r o f t should cease s t e e l ship c o n s t r u c t i o n a t Woolston 

r e i n f o r c e d p l a s t i c c o n s t r u c t i o n t h e r e . This 
0  5  J D £ w i t h Schro advice. Although E(A) agreed t h a t the problem 
p i o b i : ^ ^  h d e a l t w i t h we are not agreed on the s c a l e of the a d 


i n C i p a U y of a d i f f e r e n c e of view on export p r o s p e c t s , T h  e
 S e c ; rein t  h
 e t a r  Y of State fence b e l i e v e s t h a t the gap demonstrated 

6
wort  g r a  P h at Annex C e p a r t i a l l  y f i l l e  d by e x p o r t s , merchant 


C a n  d
 c , L l i : s n
 r e f i t s 
U n  r e a i ; "  t '  l  v i e w ^ j J v ^ t e i n d u s t r y ' s r e c o r d , I regard t h i s i s an 

U t l  l i k  ^ S t : i  " c a
 l l  y o p t i m i s t i c v i e * ^  v Most members of E(A) considered i  t most 

^t ^ a  t
l i ^ e l v  e xP°rts could V ^ t f o  ̂ a t r e a l i s t i  c p r i c e s on any scale J . . t  0I  f  d i m i n i s h the p r o b l e r c a p a c i t y i n w a r s h i p b u i l d i n g . 
l n  ue t o b e l i e v e t h e r e f o r e e must a l l o w the warship s e c t o r to r a  c  t from f i v e yards t o f 

W e have 
Pref to choose whether we l l o w BS t o f o l l o w t h e i r 
erred 
an °rd
• f°

 s t r a  t e g  y and to a l l o w CL to<^os^e>, or whether MOD should place 
e


r a Type 2  2 f r i g a t e w i t h C L . < ^ £ & h o u g h t h i s does not accord 
BS . - p r e f e r r e  d
an a'lte  s t r a t e g y , BS have s d * ^ $ & t i n Annex D and Annex E 
b u t 6
w h i ^  3 ^ s t r  a teg y which would permiK/p£^ o take a Type 2  2 order 

from requires a commitment from the CL\Vorkforce and a commitment 


to another order (conversion of the^Balder London). 

7. 


~ u' l 0 u S h
accep 
Althc 

t  a t one p o i n t the CL workforce appear be moving t o 
r e l a t  - C o t n m  i t m e n t s of the so r t BS would seek from the i n d u s t r i a l 

n s
stopp °   Problems at CL have r e c e n t l y worsened: s now been 

 t l l e t v o
that b - F ° n  remaining jobs i  n the yard. Local, o f f i c i a l  s say 

 t h e d u s
must be  i n t r i a  l a c t i o n i s l i f t e  d the t h r e a edundancy 

r e i n o v e d
C ^ a i r m  and a number of other c o n d i t i o n s must 
 The 


cast s ^ ° ^ Mr Day, has n 0  w w r i t t e n to me saying that' t i o n 

t h . e V e n  g r e a
for t e  r doubt over the p o s s i b i l i t y of a c h i e v i n g c e n a r i o 


&
ih t h   S  u  r  v i v a  l of CL; t h a t t o place an order u n c o n d i t i o n a t h CL 
e
 
P r e S e n t
and t h   circumstances would be i n t e r p r e t e d as ceding 
a
 kma i 1  ; 
the 
 Cred'k- v' o u l d t o t a l l y undermine the a u t h o r i t y of BS managenjeft<\arid 

> U i t y of i t  s i n d u s t r i a l r e l a t i o n s s t r a t e g y . I  f M i n i s 
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that 'v! p l a c e a  c o n
 t r a c  t w i t h CL, he considers i  t v i t a l l  y important 

award of c o n t r a c t should be made p u b l i c l y s u b j e c t t o unequivocal 


 p t a n c  e
±  by the workforce of 

re d u c t i o n to a core l e v e l of employment, determined by BS, 

y means of s e l e c t i v e compulsory redundancy as a means of 


A t t a i n i n g a balance of s k i l l  s amongst the best employees; 


f u l  ] and immediate commitment from a l  l employees t o 

pien t a t i o n of the l o c a l phase V agreement on improved working 

•^ces and p r o d u c t i v i t y ; and 


C" ^^5^>Sreement t h a t there should be no f u r t h e r d isputes 

o  r
 s^°Pvag*s by employees o u t s i d e procedure. 


S e c
b e
< ^ t a r  y of State f o r Defence has argued t h a t the MOD should 
 a  l


e d t 0 a c e
bec =  ° W P l   an order f o r a s i n g l e Type 22 f r i g a t e w i t h CL 

C


they
Would K  tenders have been the lowest submitted. He argued t h a t i  t 

 6 W r o n  S t o t&pz& CL to go through a t h i r d round of tenders when n


only w
 c l e a r l  y wopv' tfye f i r s  t two rounds i n open c o m p e t i t i o n . But CL 


6
overhe A  f i r s  t r®lrf*d>he c a u s  e t h e  y a s s u m e  d t h a  t t h  e y a r d '  s 
3  W o u
time l  d be spWej^ypver other work. T h i  s was o p t i m i s t i c at the 

0anageTn  P a r t  i c u l a V ^ ^ s y u j j i p t i o n i s now c l e a r l y wrong. CL' s l a t e s t *U82J? ? ̂ c o u n t s shot ^the yard a n t i c i p a t e s a lo s s of some 
i l l o 
to t a  k n on the c o n t r l regard i  t as q u i t e unacceptable f o r CL 


 a n  o r d e
 
0
Not J r on t h i s b a s i l s p e c i a l l y when the tenders have e x p i r e d , 


 b  e

W L D  T H I S

w h i c h H ° U  u n f a i  ̂ jther BS yards but i  t i s al s o a matter 
e  r
 Majesty's Government iwner and f i n a n c i e r of BS, could 


h a v e a l s o
°f the T  i n d  i c a  ^ a t even a c o n t r a c t on the ba s i s 
 1 9 8 4 t e n d e r
d  i  f  f i c u  l  w o u l d \ t o be "s u b j e c t t o a number of 


P^tip.o C o n t  r a c t u a  l p o i n t s b e i n j .d between BS and MOD". I n 

r w- I C U l f l v 

tender s t i l  l agree w i t h thosi A) who argued t h a t CL must 

a ^ a
l o s s .  P t i c e which i s designed . ' d the r i s k of CL making a 


 t h a t ! s h o u l d C L
borne b  win the tend a> cost overruns should be 

y
I r > dust r 

D e  f e n c e budget and not by partment of Trade and 

0  r
 by the contingency reserve 
9 


T h e r  e 
 are 
 however, more important c o n s i d e r a t i o n s . I  f CL win an 

3 y p  e 2  2 f r i  S a t  e >
P r°bablv  i  t w i l  l be at the expense of another y a r d , 


n e b e t t 
  
5

p 0 s  s i b l „  ° e  r regarded by BS. This w i l  l mea- —
i b  l u r t h e r redundancies, andwhich  - t h  e N o r t  h E a s t  ' a  n a r e  a  a l r e a d y h i  t h unemployment 
I n e r c  h a n t 1 1  1 s u f f e  r
k  f u r t h e r w i t h the c o n t i n u i n gv c t i o n of BS 

fl a n . s h l  P b u i l d i n  g and e n g i n e b u i l d i n g a c t i v i t i e  s t h e i r Corporate 

10 

e m a :'- r i

a
 T yfPe 2  opposed to keeping CL open a r t i f i c i a l l  y byv' sing them 
p 


-
Point  f r i g a t e order w i t h o u t f u r t h e r c o m p e t i t i o n . The^ >ents a l  l 

 t n  e
r e a i j _ l r  i  d i r e c t i o n of a l l o w i n g a l  l the yards t o retendc th a 

l c
b e l i  P r e s  e n t view of overheads. I  f CL lose t h i s compe^ 
e v e
 

 l t  :
b u y e r  g  should be allowed to close. I  f CL win one or both 

ba V  e

 S n  o u l d be sought f o r i  t as f o r the other warshipyards. ^ 

v
 % l  d recognise, however, t h a t i  f CL did remain open, overcapa^ 


n  w t
tbe whr?tna''' i h g r a t u i t o u s r i s k to the successful p r i v a t i s a t i o n 

e
 warship o p e r a t i o n . 
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^COMMENDATION 


 recommend t h a t 

we should now agree to honour our Manifesto commitment 

on s h i p b u i l d i n g by req u e s t i n g B r i t i s  h S h i p b u i l d e r s t o 


r i  v a t i s  e t h e i r w a r s h i p b u i l d i n g i n t e r e s t s i  n the way described 

Annex A; 


|he M i n i s t r y of Defence should i n v i t e CL, 

ri t e r and Vosper Thorneycroft to retender f o r two 

f r i g a t e s as described i  n paragraph 10 above, 


P a r  t m e n t f Trade and Indu 
0
 

1  6
 J u  l > ' 1984 


4 
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MEANS 
0 F PRIVATISATION OF BS'S WARSHIPBUILDING INTERESTS 

1. Thi 3 annex considers the issues on p r i v a t i s a t i o n  . 

2. 
 I do ° o t have an es t imate o f the l i k e l  y proceeds of any 
Poaal route which i s robust enough to o f f e r w i t h any 

C ° n f  i d e n c  6 

v - c « But , as a very rough guide to the order of 

u d e  » Schroders est imated t h a t f l o a t i n  g four of the f i v e 
t o  ?e ther m i g h  t r a i s e £75 - 100 m. But we w i l  l probably have to 
°ont 
inue 
fund ing the c o n s t r u c t i o n o f V i c k e r s ' new Submarine 
Pa c U i  t 
 y * A £45m Eurobond w i l  l a l so have to be repa id e a r l y  . 

^ M e t h o  d 

h a  v  e t o decide on the best means o f d i s p o s a l , on who 
D e r e spons ib le f o r the n e g o t i a t i o n and on the t i m i n g of 

• On the f i r s t  , the main op t ions a re : 

to dispose o f a l  l the sa leable yards as a group 
b y  f l o t a t i o n ; 

to s e l  l Vickers separa te ly and f l o a  t the o ther t h r ee ; 
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( i i i  ) to s e l  l the yards t o i n d i v i d u a l buyers , some 

a l l  y and some of necess i ty grouped t o g e t h e r . 

4. F l o t a t i o n ( i . e  . op t ions i and i i  ) would have the 
w o u l d 

i t

p r e s e n t a t i o n a l b e n e f i t o f being a sale open to a l l  .  B u 

leave MoD w i t h monopoly s u p p l i e r s . Any at tempt to counter 

l ° o k  : c r i t i c i s  m o f these , e . g . by i n d i c a t i n g t h a t MoD might

abroad, or to the rump of BS, or i n c r e a s i n g l y t o Harla n ° 
nW o l f f , t o provide compe t i t i on would damage the f l o t a t i °  

prospects of success. 

5. The a t t r a c t i o n s o f d i sposa l to i n d i v i d u a l buyers, a1 

c  e p i a 
  
compe t i t i on would be preserved and t h a t d i sposa l could 

« 


w i t h more speed. There are two main drawbacks: 

vati s a  ' r i  

i  t runs the r i s k o f r e s u l t i n  g i n on ly incomplete 
be 


t i o n  . I  f we f o l l o w t h i  s rou te we must there fore 
 they a r  e 
. e


prepared t o see some yards grouped toge the r n 
tetnP13 


not sa leable s e p a r a t e l y . We may a lso need to co 
t is 

s e l l i n  g yards a t r e a l i s t i c a l l  y low p r i c e s i  f t h  a 

There 

only way to get them i n t o the p r i v a t e s ec to r , 


would be obvious c r i t i c i s m s  ; 


whether or not the p r i c e i s a r e a l i s t i c a l l  y l °  w 0 th a  

i n d i v i d u a l d i sposa l s w i l  l open the way t o a l i e £ 

p u b l i c assets are being so ld o f  f cheaply t o the 
Tra 


eGovernment's suppor t e r s . The c r i t i c i s m  s o f  t h 
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House b i d fo r Scot t Li thgow i l l u s t r a t  e the k i n d of a t t ack 

we must expect . To counter t h i  s we w i l  l need t o arrange, 
ar«i be able t o demonstrate, t h a t the va r ious packages are 

°Pen to bids from a l  l comers. We w i l  l a l so need to make 

i  t c lear t h a t there i s no l i n  k whatever between the sale 

Price and the ques t ion o f n a t i o n a l i s a t i o  n compensation. 

6. Because or the attractions or the possible preservation of 
Quicker rou te 1 

"»»• competition and because i  t promises to 
that we snould go for saie to industriai tuyere 
, recog nising the r l  * that i  t 1 *  t not achieve f»l 


« W U « U  . (or privatisation producing unaccepted ow 

-deeds), and aisc to strengthen our negotiat e hand, we s 

^ I t a n e o u s l  y  the necessary fc e t o oreoare f o r take  steps rn prepa a pos s ib l e 
P u b U c f l o t a t i o n  . 

7 * 

1 1 i s our r e s p o n s i b i l i t  y t o decide what i s t o be s o l d . But I 
P 0 S  e tha t we hand over the d e t a i l e d task o f n e g o t i a t i n g sales 

to 

6 C h-airman of BS, Mr Day, who has shown h i s n e g o t i a t i n g 
t y w i th Scot t L i thgow, and who i  s f u l l  y committed to 

N a t i o n  . We w i l  l need to g ive Mr Day unequivocal and 
a i l e  d i n s t r u c t i o n  s about the p r i n c i p l e  s we wish t o see adopted 

ns *  °  scope, methods, and speed. Subject t o Mr Day's v iews , 
1 b e H e v  we, e should r e q u i r e him to make s u b s t a n t i a l progress 

'arda G ° m p l e t i n g the sa les , on s a t i s f a c t o r y terms, by March 
1985 

r°  °y the end o f 1985 i  f a f l o t a t i o  n proves necessary. 
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Summary 

f e r a l  1 

g
 

8. I t he re fo re recommend t h a t we should agree now to t r a 

d i
w a r s h i p b u i l d i n g to the p r i v a t e s ec to r , and t h a t we shoul 

n fcfie 

t h i s by i n s t r u c t i n  g B r i t i s  h S h i p b u i l d e r s to take the lea Q 

y a r d  3m r h e

d i sposa l n e g o t i a t i o n s , t h a t they should seek to seiJ- ^" 

i n d i v i d u a l l y or i n groups, but t h a t we should simultaneous 
h n il X ^ 

prepare f o r a poss ib le p u b l i c f l o t a t i o n  , and t h a t we s 

tins s a l e  S 

r e q u i r e BS to make s u b s t a n t i a l progress towards compl e 

by March 1985 or by the end o f 1985 i  f f l o t a t i o  n proves 

necessary. 

13 Ju ly 1984 
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ANNEX B 

1. B r i t 


Key Facts: The Five Large Warshipbuilders: 


D e s c r i p t i o n Current 
Employment 

L a i r d 

Herseyside 
F r i g a t e s : 

Si, 	 Offshore r i g s  : an Hunt er 
Tyneside 
F r i g a t e s  : 3530 
Merchant Ships: 3800 

r 0 f t 	 Southampton 
F r iga te s & 
GRP (g lass 
r e i n f o r c e d p l a s t i c ) 
vesse l s , such as 
minesweepers: 3800 
Merchant: 630 

ow 
Glasgow 
Fr iga t e s
vesse l s : 

 & GRP 5520 

^ 3 

Barrow 
Submarines: 8220 

Engineer ing 4200 

* F
 r o 
m 
 completion of curr e n t round of redundancies 


Completion o f 
Current Order 

Book 

Dec 84 

Jan 88 

Mar 85 

Dec 87 

B u i l d i n g 
Tr iden t Subs 
i n t  o 1990s 
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2. WARSHIPBUILDING CAPACITY 

( e x c l u d i n  g submarine b u i l d i n  g a  t V icke r s  ) 

UK Capacity from 1986 (a) Minimum 
Capacity 

poss Maxioun 

Capacity 

Cammell L a i r  d
Swan Hunter 

 (b) 1.5 
2.5 

2 
2. 5 
0. 5 

Vosper Thornycrof  t 
Yarrow (c  ) 

0.5 
1.5 

2. 0 

6.0 

ADD ( i  f H&W bids 
for AOR) 

7*0 

Harland & Wol f f 1.0 

7.0 
1.0 
— 

Demand (a) 3. 0 

Orders pa 
(Average o  f 1985  1990) 

Fr iga tes 
AORs 

3 
1 

Further demand might be generated from 
expor t s  , r e f i t s  , merchant work and seco 
stream submarine b u i l d i n e  . 

Notes 

(a ) 1 AOR b u i l  d t ime aDprox = 1 Frieate dfcur.e

( b ) 2 now, decreasing to 1.5 i  f yard r e s t r u ^ . l  t 

( c ) 1.5 now, i n c r e a s i n  g t  o 2 i  f module nai 

DTI 

11 July 1984 

-2-
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^ S H I P B U I L D I N G ANNEX C 
C A P A c  m USAGE % 1984-1991 

ft 

-f, 

H i  t H1« 

i s d i v i ^  ̂ assumes a l  l e x p e c t e d RN new c o n s t r u c t i o n work 

d
* h e »  amongst B r i t i s  h S h i p b u i l d e r s ' y a r d s . I n p r a c t i c e 
e


 a s o  b e
o t h e r ^  e x p o r t , r e f i  t o r merchant o r d e r s . On t h e 

n c t 
Warah* » H a r l a n d a n d W o l f f w i l  l a l s o be t e n d e r i n g f o r 


a n i  P
 o r d e r s . 


lay 198a 
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ANNEX D 

STATEMENT OF BRITISH SHIPBUILDERS VIEWS (AGREED WITH BS) 

^SHIPBUILDING 

^  T h i s note descr ibes B r i t i s  h s h  ; P * * ^ l d i n g P i n d u s t r y  , strategy  of the w a r a h i p b a i l d i 9f o r  t h e  f u t u r e  a n d 

t t h  e  P l a c  e  t h a t  C L  o c c u p li n ?  ° U ^ f o r other yards i  f CL i s i d e a t e  s the p o s s i b l e consequences fo r otne r a i n e d as a w a r s h i p b u i l d e r . 

^ S l T - g  d S t ra tegy and r n l  e o f CL ^ 

MOn,I  n t h  e " 9 h  t o f what B r i t i s  h Sh ipbu i lde r s (BS) 
^ '  s fu ture order p l a n s , BS re cognises t h a t (  . n c r e a s i n  g

^ i t  y , especially^ g i v e n Harland and j o l  « Q r d e r S  f 

P r e S e  i  the market f o r Royal F l e e t An c e n

A v e r s i o n s and r e f i t s -

L S excess c a p a c i t y , BS' p r e f e r r e d s t r a t egy would 
^ a S t t n ^ e r ^ ^ T ^ w a r s h i p b u i l d i n g i  n V i c k e r s , Yarrow and 

W l t n  t h ea? e t  Sooit !  comple t ion of the e x i s t i n g MOD 
e r  n a t i v e C a m m  = l  l L a i r d and i n the absence of f u r t h e r w

° u i  d ceas» W o r l c  ' the ya rd would c l o s e . Vosper-Thornycroft c 
S t e e l s h° n c e n t r a t i  p c o n s t r u c t i o n a t Woolston and w 

eork,  a t t h a t l o c a t i o  n on GRP supported by some r e f i  t 

? Hov
s eve 

sL t u a t i 0  n ' .  B  faces a t _ t h i s t ime an extremely v o l a t i l  e IR 

l l a n d l e d W X t iUn } s i g n i f i c a n  t cos t i m p l i c a t i o n s , which has t o 
a ] f e s t n a t i a 9 a i n s t a hackdrop of widespread i n d u s t r i a  l 
Wii y a r d s  ° n a  i i y  . BS have r e c e n t l y secured agreement i n 

C e p  tbu-f""rangin  VT(UK) and Vosper Sh iprepa i r t o a 
v Q . °n t h  9 p r  ° d u c t i v i t  y agreement. BS need a p e r i o d t o 

t l c * n a a r e e m e nt g p r a S S  ^ t  s and t o implement changes i n 
e  C ^ C e sr 

n 

^ u t u r  « The MOD, the p r i n c i p a  l customer on whom 
i

e 
9 a r  <3e<i,

e
o f Cammell L a i r d depends and the owners (HMG) are s b 

^
a t ' t n  e r e f Q p the w o r k f o r c e , as very c l o s e l y i d e n t i f i e d  , r  t 


Ult>ent t h  f ' ^ - " - f f i c u l t t o present c o n v i n c i n g l y the 

3 t l l e5,

fi

 g
S

 market i s wa lk ing away from CL. 
 ha 

<Ji'??" S t c i a
e rciai ^herefore t o consider i ; u » a i u c  i  whether there u n c i «  i s a case, on — - ^ i c u w  W U C U I I C J . = x o 

l f  f e  ? grounds, f o r handl ing t h i s s i t u a t i o n i n a0  r e n  
W a y *i  r P o r t i  T h e judgement i s f i n e l  y balanced. The a 

a  e r e s t h a  s however come t o the view t h a t the commercial 
t h e  r e s t  o f  i t sn ^ t e  r  ° f  businesa requ i res i  t to explore 

n a t i v  eb lem  which would make i  t easier to handle the CL 
*  T he a l t e r n a t i v  e s t r a t e g y has been descr ibed i  n 
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A: nnex 
6. BS emphasise t h a t  , i  f the Trade Union and the CL 
workforce were not prepared t o accede t o or implement the 
c o n d i t i o n s set out i  n p a r t ( i  ) of Annex B then BS would no^ 
be prepared t o a l l o w the ya rd t  o undertake any MOD work a 
there would then be l i t t l  e a l t e r n a t i v  e t o c losure of the 
y a r d . Th i s emphasis on the need f o r commitment by the 
workforce ( i n c l u d i n g the implementa t ion of the p roduc t iv 
agreement, acceptance of s e l e c t i v e compulsory

uredundancy e t c ) places r e s p o n s i b i l i t  y f o r secur ing a  f 
r e 

f o r the Birkenhead f a c i l i t  y f i r m l  y and v i s i b l  y i n t h e i r 
hands. BS be l i eves t h a t the p r e c o n d i t i o n s may not be 
accepted i  n which case the consequent c losure of Camme1 

L a i r d would then be seen t o be the f a u l  t of ne i t he r BS 
HMG. I  f BS have t o move towards c l o s u r e d i s r u p t i o  n 
hamper d e l i v e r  y of the r i  g and des t royer c u r r e n t l  y unae 
c o n s t r u c t i o n . 

the 
7. I  f the c o n d i t i o n s were accepted by the workforce , 
outcome, a l though not p r e f e r r e d by BS, would not be de t 
unacceptable . The yard would a t l e a s t be put onto a s

 u n  

^ 
f o o t i n g ( a l though t h i  s i  s o n l y a sho r t term concern, a 
wpuld go out of BS w i t h p r i v a t i s a t i o n )  . 

ad as
E f f e c t on o ther warship yards i  f Cammell T.aird retaking • 
w a r s h i p b u i l d e r 

The^e 
8. This i  s d i f f i c u l  t t o access w i t h any c e r t a i n t y  .
are other f a c t o r s which would have grea te r impact on ^

 g 

yb 

o ther yards ,"and which are as ye t unknown eg"the P ^ a C  oin c  e

the MOD of the AORs and the T23 o r d e r s . The"main@enan^ 
^ e r scapac i ty a t Birkenhead would however d i v e r  t  ° r . 5  ̂  t y (of 

other ya rds , and hence could reduce t h e i  r p r o f i t a b l  y 
increase t h e i  r l o s s e s ) . Swan Hunter , VT(UK) and Yar  ^ & 

could be a f f e c t e d depending on how f u t u r e MOD orders  Q n 

p l aced . While there w i l  l be some inde te rminable  * m P a i w 
the prospects fo r p r i v a t i s a t i o  n they are not i  n BS s

v e 

Qcee^s 

severe ly reduced. BS recogn ize , however, t h a t the 
from the d i s p o s a l of these yards would be reduced i 
were r e t a i n e d as a w a r s h i p b u i l d e r . 

^cached  t 0 

a t9. The e f f e c t on V icke r s of Cammell L a i r d being  may 
i  t are a l so d i f f i c u l  t t o p r e d i c t  . P o t e n t i a l purchas 

r S

 °nw e l l be a t t r a c t e  d by the synergy o f the combined ioa&&t

Vickers/Cammell f a c i l i t  y eg the a b i l i t  y t o place oy fcQV ickers submarine work i  n Birkenhead and the caya deter 1 

compete i  n surface warsh ips . They cou ld however D  ê t 
F C  H A 

by Cammell L a i r d '  s poor f i n a n c i a  l performance i  t ( e ^ k f o r c e . 
r e d u  C T22 and r e f i  t work) and the r e p u t a t i o n of i t  s ce 

1 £.£. dllU L C  I 1L WUi A. / a i  m unc ic^uuaLiuu w«. — •£& 

Combining Cammell L a i r d w i t h V icke r s could t he re to the sale p r i c e of V i c k e r s . 
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jpsal ££-gL as a 9 P p 3 r a i - o e n t i  t 
An _ i . 


a^ l e a s ta  i n t heo ry , would be t- a l t e r n a t i v e t o c l o s u r e , . ;  e ^ ,  4 - h i r  d p a r t y . BS ^•PoaaK-of CL as a separate e n t i t  y t o i n t e r e s t e d 
Pursued t h i s and i s aware o f two P ^ s i b l  y i  n 

P i t i e s .  i e  r f a r too e a r l y t  o P ^  n ^ u n  / o lt  i a h o w e V  w u d 

s u m p t i o  n  t h a t n e g o t i a t i o n  s  , which have not b e g ^  , 
"fch  successful c o n c l u s i o n . Moreover " a  n o t 

£ 9 h t wish t o acqu i re the asset «°Uawing clo.«• 
a n n  l n t e r e s t e  d  t h e r e W e r fn S O !5%n match the lower 

t h eS j r ? P r i a t e and c o n t i n u i n g work load t o match
 o f  i n en t ?  8  employment which are now ^ a b l e .  * 

ej !  *  * t o achieve these lower levels have a l ready £

J? *  a n  ^ being necessary whichever o p t i o n f o r tne 
q 

L L  l s adopted. 
SUMMAJ^ 


U
 The 

• m u  mW a r  shipK  s o l u t i o n t o the overcapac i ty i n 

^ e W o o ] U ^ l d i n  3 w i t h BS i s the removal of Cammell L a i r d and 
n  y a r d  o f* l t e  r n a t  VT(UK) from s t e e l w a r s h i p b u i l d i n g . The 

f 1 V e S c e n a r^ans i  o f o r Cammell L a i r d was devised as a0 
p 0 S s i b l  r e s o l v i n  g s h o r t te rm d i f f i c u l t i e  s w i t h the l e a s t 

r i s l c s  t oc r ° b lems
e

 BS of c o s t l y i n d u s t r i a  l r e l a t i o n s 
c t  I f  a s so r s f '  *  p robab le , the necessary p r e r e q u i s i t e 

o rp r  ° d u C  e  r-he s t r a t e g y are not accepted, i  t w i l  l a t l e a s t 
more acceptable rou te t o c l o s u r e . 

3  1 1 9 8  4 
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ANNEX E 

CAMMELL iAIRD SURVIVAL STRATEGY ^ ^ ^ 

This note describes the steps; ^ ^ r . S h i p b u i l d i n g and the su rv iva l of CL as a d i v i s i  u 

Engineering L i m i t e d : r r en t ance o f : a 

i n c l u d i n g act-e 

Commitment from the worl 
a) s e l e c t i v e compulsory redundancy as a means of 

reducing the workforce t o core l e v e l s w h i l s t 
r e t a i n i n g a balance of s k i l l  s amongst the best 
employees; 

b) implementat ion of the r e c e n t l y secured l o c a l 
agreement on improved working p rac t i ce s and 
p r o d u c t i v i t y  ; 

no f u r t h e r d i spu tes or stoppages (outs ide 
procedure) ; 

C o m  m i tmen t from MOD, i n c l u d i n g  : 
a) . . 


the Balder London convers ion (non-compet i t ive 
c o n t r a c t ) ; 

b) 
A Type 22 ( c o n t r a c t based on January 1984 
tender - c o m p e t i t i v e c o n t r a c t t e rms) ; 

( 0 t t °  W ^ n 9  w h i c  h CL c o u l d compete f o r a submarine 
r e f i tsubmaC-  and a f o l l o w on T2400 convent ional 

» e  y a r  i n e  , e i t h e r or both o f which could be 
Placed by  second Type 22. a

S t r u c t u r i n  g the bus iness : 
*) 


severe c u r t a i l m e n t of s i t  e area, surplus 
b u i l d i n g s and equipment t o achieve savings 
°n r a t e s , maintenance, running costs e tc ; 

b) 

r e s t r i c t i o  n of a c t i v i t  y a t Birkenhead to 
a p r o d u c t i o n f a c i l i t  y on ly w i t h a l  l design, 
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and most a d m i n i s t r a t i o  n and o ther support 
se rv ices being p r o v i d e d by Vickers S h i p b u i l d i n g 
and Engineer ing L i m i t e d i  n Barrow. The 
Companies Act s t a t u s o f Cammell L a i r d would 
be removed, though the name would probably 
be r e t a i n e d as p a r  t o f VSEL. 

DTI 
31 May 1984 
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