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I can assure you that I am deeply concerned about the

difficulties facing the textile industry, and that I am keeping

a close watch on the situation. But I firmly believe that the

only way to solve its problems is not the construction of so-called
emergency packages of aid (which would tend to become permanent)
but the creation of the basis for an efficient and competitive

economy by getting inflation under control.
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In the year ended 31 March 1980 some £35.5m was offered or paid

to the British textile, clothing and footwear industries under the

Industry Act and the Temporary Short Time Working Compensation
Scheme. But I do not believe that emergency packages such as you
have proposed are an effective means of solving the problems of
industry in the long run. The only way to senve the interests of
the textile industry, and those of British industry as a whole, is
to bring domestic inflation firmly under contrpl, and thus to give
British manufacturers a firm economic base frop which to operate.
This is what our present economic policies are|designed to do. We
have always said that we would reduce MLR when|monetary developments
together with the rate of inflation permitted.| The prospect of
both these fronts has now enabled s to make a cut in

%, which will ease some of the difficulties which industry
is currently facing. But we are not prepared|to take additional
steps unless and until we are satisfied that they would not create
even greater difficulties later on. (Incident@lly, John Nott was
mis-quoted in the article in the Guardian to which you referred in

your final paragraph: the words "short-term" wad been substituted

for what he actually said, which was ”long—term").ﬁ?iﬁe introduction

of a substantial package of financial assistan*e would - in the

light of demands from other industries for comgarable treatment - cut
right across our strategy for reducing public expenditure and
borrowing. To do so would only create upward pressures on interest
rates and thereby have an adverse effect on output and employment

elsewhere in the economy.
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in energy efficiency, under the Energy Consenvation Scheme (which

has now closed) and the Industrial Energy Thr“ft Scheme: &3 m has

been paid out so far under the former; and sector reports

f
have been published on energy efficiency in F textile and allied
|

industries, and five semi 3 he to discusp their findings. In
addition, funds are 11 available for R&D End Demonstration
projects, of which eight are currently beingiundertaken in the
textile industry at a cost of some £500,000 to the Government; and
grants are available under the Department of }Energ; s Energy
survey and Extended Survey Schemes, towards %he cost of consultants
to advise on improving energy efficiency. ib the circumstances,

I do not consider that >re is any further heed for assistance

~ |

for energy conservation in the textile indusiftry at the present time.
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& I can assure you that I am deeply concerned about the difficulties

facing the textile industry, and that I am kbeping a close watch on
the situation. But I firmly believe that fn% only way to solve

1ts problems is not the construction of so c%lled emergency packages
of aid (which would tend to become permwhenij but the creation of the
basis for an efficient and competitive econo&?ygetting inflation

under control.
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JACK STRAW, M.P.

HOUSE OF COMMONS
LONDON SWIA OAA

11 November 1980

The Prime Minister
10 Downing Street
London SW1.
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You will,I am sure,recall that on 9th June, together with
Nicholas Winterton and Cyril Smith, I met you to discuss the
difficulties of the Lancashire textile industry. I had on 5th
June sent you a letter detailing the key points which I intended
to raise, and on 14th July you sent me a long and considered
reply to these.

I had, in particular, pressed you to provide better financial
assistance to the industry, including a more substantial employment
subsidy. You however replied to say:

"Your fifth point concerned financial assistance to
industry. As you know, authority to approve schemes

of state aid, including those designed (in the words of
Article 92.3(b) of the Treaty of Rome) '"to remedy a

serious disturbance in the economy of a Member State' rests
with the European Commission. The Commission took a
serious objection to the Temporary Employment Subsidy
precisely because so much went to textiles and clothing
firms (this was not envisaged when they originally approved
the scheme) and they considered that it was distorting the
pattern of trade and competition in the Community in
maintaining output at artifically high levels. This the
Short Time Working Compensation Scheme does not do. I am
afraid there is really no prospect that the Commission's
view would be any different now if we sought to re-introduce
arrangements similar to the TES."

You also went on to say:

"But I do think it is important not to over-emphasise the
capacity of this kind of measure to deal with the problems

of a particular industry. The Government is not, and

cannot be, in a position to support the maintenance of
employment in any particular industry on more than a

strictly temporary basis. In the longer run, the remedy

must lie in the Government's overall economic policies, which
are designed to bring inflation under control, and to create
conditions in which all firms - in textiles as in other
industries - can compete profitably and create new and lasting
jobs."

(continued)




But now the situation has changed markedly in two respects.
I am therefore writing to you to ask you urgently to provide an
emergency package of aid to save the industry.

First, the situation of the industry has deteriorated
alarmingly since we met, The British Textiles Confederation
in a circular dated 27 October 1980, claims that: 'the U.K.
textile industry is experiencing its most acute crisis since the
1930's. Its level of production has fallen dramatically, and
Jjobs are being lost at an accelerating rate. I3 98 R
exaggeration to say that the continued existence in the U.K. of
some basic textile activities is now at risk".

When pressed on the current state of the industry both you
and your Ministers quite frequently refer to the Labour
Government's record, and suggest that the problems which the
industry now faces are not new but merely part of a long-term
continuing decline. For example, John Nott, Secretary of
State for Trade, in answer to a supplementary question from
myself on Monday 27 October (OR col. 21) said: "I remind the
hon. Gentleman that 150,000 people lost their jobs while the
Labour Government were in office. Therefore this problem is
not new...."

Whilst I of course understand the temptation of any
Government to suggest that the problems with which it has to
deal are not new, but inherited from previous administrations,

I would ask you to appreciate that the difficulties which now
afflict the textile industry, in terms of both the scale and

pace of the collapse of output and employment, are of a quite
different dimension from the difficulties which the industry

has faced in the last 20 years. In this sense, their problems
really are new, as the following figures only too dramatically
illustrate.

During the period of the last Labour Government,
employment in the textile industry did decline - from 545,000
in March 1974 to 449,000 in May 1979 - a fall of 96,006_335§'1
(and not of 150,000 suggested by Mr Nott) (GB figures). ( )But
most of this decline was accounted for by changes within the
industry and by increases 1in productivity. Significantly,
and contrary to popular belief, output in the textile industry
was broadly stable - falling no more than 6% - throughout this
five years period. On an index of 1975=100, production was
105.,9 in 1974, 100 in 3975, 103 in 1976, 100.9 inl 18%7, 99,3 in 1978,
and 99 E in the second quarter of 1979, when the election took
place.( )

Since the summer of 1979, however, output in the industry
has plummeted very fast indeed. The index of production stood

(continued)




at 98 in July 1979; by August 1980 it was down to 77, and is likely
now to be lower still. This is a fall of 22.5% - close on a quarter -
in thirteen months. And this overall fall disguises some truly
catastrophic falls in production, particularly in man-made fibre
production. H?g? production in August 1980 was 50% less than

in August 1979 :

This decline in output has been accompanied by a steeper
absolute, and proportionate decline in employment than at any
time in the past two decades. By August 1980, 62,000 jobs had
been lost in the fifteen months from May 1979 - two-thirds of
the total lost in the whole 5 years of the previous Administration.
And, as you will be well aware, many thousands more redundancies
have been announced since August, and all the indications are
that, as grant under the TSTWC Scheme“runs out for many firms by
Christmas, there will be even more redundancies declared.

The second respect in which the situation of the textile
industry has changed markedly since we met concerns the
reaction of other EEC states to the problems of the industry.
Three EEC countries - Belgium, Netherlands and France - have
now announced major plans to save their industries. Their
action indicates that the EEC rules have not been the same
stumbling block to assistance as has been suggested by Ministers -
and yourself - in this country. But the fact that these
countries' industries are to receive such substantial aid from
their governments will inevitably place the UK industry at an
even graver competitive disadvantage unless corresponding action
is taken by the UK Government.

Belgium's announcement was the first - on 2nd August,
the Fin3ncial Times reported that 'the Belgian Wﬁrgnant is
moving towards the adoption of an ambitious £526m. five years

plan to save the country's textile industry. On 22nd August

the Dutch Government announced a '"£6.5m. aid programme to help
its hard hit textile industry modernise and increase exports

over the next three years" (Financial Times); and on 29 October
the Financial Times reported that '"the French authorities are

to draw up aid plans for the country's hard-pressed textile
industry, aimed at pumping public funds into a large-scale
reorganisation and modernisation programme...'" Its aim is to
restrain "the decline in the industry's 950,000 labour force

by between 3 to 4% up to 1985" (cuttings attached). I appreciate
that the details so far available of the Belgian and French
schemes indicate that they are not yet firm: but they do show a
positive resolve by these governments to take steps to save the
industry which has yet to be shown by your Government.

The action needed

In the light of this, the most serious crisis to face the
industry since the war, nothing less than a major package of
rescue aid for the industry is needed if it is to survive in
anything like its present form.

This I would ask you to put in hand. The aid should
include an immediate extension of grant payments from six to

(continued)




twelve months, under the Temporary Short Time Working
Compensation Scheme, and the removal of restrictions on
payment of grant in respect of employees for whom it has
previously been paid; urgent reconsideration of a
compensation scheme similar to the Temporary Employment
Subsidy, which had the effect of helping active employment,
rather than no work periods on short time; and special
investment, energy conservation, and marketing help, and
additional assistance to the industry in those areas which
are losing Development or Intermediate Area status (a large
part of the North West). There is, no doubt, a great deal
in the schemes being pursued by the French, Belgian and Dutch
Governments which could be applicable +to the U.K., and these
should urgently be studied.

The details of any rescue scheme will obviously have to
be worked out by the Departments of Trade and Industry, with
the industry and trade union representatives concerned. What
matters immediately is an urgent Ministerial commitment to the
saving of the industry. Such a scheme would of course cost
many millions, gross. But before you dismiss the idea for
reasons of cost, you should bear in mind that in a full year
the cost to the nation of the 62,000 textile workers who had
already lost their jobs by August, in terms of benefits paid
out, and tax etc. foregone, will be around £295 millions. This
figure is based on estimates provided for me by the Library of
the House which puts the average cost to the state of such
workers declared unemployed at £4762 per year. The Treasury
have consistently refused to provide similar estimates, but I
should be happy to pass on the detailed calculations behind my
figures if there is any doubt about them. Moreover, since the
textile industry, as a traditionally low return one, has been
hit disproportionately hard by the rise in interest rates (and
the related rise in sterling) the cost of such an aid scheme
could equitably be paid for from the revenue which derived from
a windfall profits tax on the banks.

Your Trade Secretary, John Nott, was reported (Guardian,
8 November) as saying on Friday last that "if I knew of any
simple, short-term answer which would slow down the trend in
the industry, I would bring it into effect now'". An
emergency aid and rescue programme for the industry of the kind
which I have described could be introduced now, as the example
of France, Belgium and the Netherlands amply demonstrates: it
would provide tangible cash help - which in turn could help
partly to offset the industry's loss of competitiveness caused
by high interest and exchange rates - and help restore
confidence in the industry. A failure by you to do what can
be done will inevitably be taken to show that, despite Mr
Nott's words, your Government is prepared wilfully to let
large parts of the textile industry wither and die.

I shall 1look forward to hearing from you.

Yotng il Sk f@‘@
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(1) Department of Employment Year Book 1976, Table 73;
Department of Employment Gazette, October 1980, Table 1.2.

¢2) British Business, 24 October 1980, pg. 356.

(3) British Business, 31 October 1980, pg. 411.
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