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THE PRIME MINISTER
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Thank you for your telegram of 29 December about the closure

12 January, 1982

of the British Aluminium Company's smelter at Invergordon.

BACo's decision to close the Invergordon smelter was taken
after extensive discussion with the Government, gpnd after we had
explored all possible arrangements which might have enabled it to
continue in operation. It became plain to us not only that the
losses from the smelter's operation were enormous but that they had
reached a stage where the viability of the whole company was seriously
threatened. To keep the smelter in operation would have entailed an
enormous immediate cost to the taxpayer and a continuing loss on the
smelter's electricity supply of around £16 m. per annum at today's
prices until the year 2000, which would inevitably have also fallen
on the taxpayer. Although as you say we are fortunate as a nation in
having abundant supplies of energy, we do not have the large
resources of hydro-electric power which enable other countries to
supply bulk electricity for aluminiumsmelting at extremely competitive
prices. The price being charged to BACo for its supply was already

around half that being charged to other industrial consumers.

We shall use all the powers at our disposal to promote new
employment in the area and to assist those whose jobs will be lost
as a result of the closure. The company has agreed to maintain the
smelter intact for a period of six months while intensive efforts
are made to find a purchaser and the termination of the power contract
does not affect this. We are providing a special extra @allocation of
funds, amounting to up to £10 m, over the next threg years, to enable
the Highlands and Islands Development Board to step up its efforts
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Scottish Offiec: risited the area on 5 January and had discussions
with, among 5, representatives of the Invergordon workforce.
At their request he has had a further meeting with the Chairman of
BACo but I am afraid that has confirmed that no basis exists for
providing power to the smelter at a price which makes continued

operations possible for the company.

D. C, Jenkins, Esq.




Privy CounciL OFFICE

WHITEHALL, LONDON SWIA 2AT

12 January 1982

Thank you for your letter of 29 December about the closure
of the British Aluminium smelfer at Invergordon.

I do of course understand your concern about this serious

and important matter. However I should, I think, make it
clear that the decision to close the smelter was taken and
announced by the Company, and that the timing of the
announcement was not determined by the Government. An
earlier announcement, before the Recess, was not possible as urgent
discussions with the Company were then still in progress. I
fully appreciate the serious effects that the closure of the
smelter will have on Easter Ross and the rest of the Scottish
economy, but I am afraid that I do not think that a recall of
Parliament to discuss the closure would be justified.

L]

FRANCIS PYM

Gordon Wilson Esq MP

House of Commons

London SW1A OAA

bec Mr Maclean, No 12
Mr Pattison, No 10

Mr Russell, Scottish Office







SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 2AU
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! F S Rickett Esq
Private Secretary
10 Downing Street

LONDON
8 January 1982
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I refer to your letter of 30 ecember and attach a
draft reply for the Prime Minister to send to

Mr Clive Jenkins. I am sending copies of this letter
and the enclosure to John Kerr (HM Treasury),

Richard Dykes (Department of Employment), Ian Ellison
(Department of Industry) and Julian West (Department of
Energy.).

Deat. M

ﬁé{ A M RUSSELL
Private Secretary




DRAFT FOR THE PRIME MINISTER

D C Jenkins Esq
General Secretary
ASTHMS

Jamestown Road
LONDON NW1

Thank you for your telegram of 29 December about the closure of the British

Aluminium Company's smelter at Invergordon.

BACo's decision to close the Invergordon smelter was taken after extensive discussion
with the Government, and after we had explored all posgible arrangements which might
have enabled it to continue in operation. It became plain to us not only that the
losses from the smelter's operation were enormous but fthat they had reached a stage
where the viability of the whole company was seriously threatened. To keep the
smelter in operation would have entailed an enormous fimmediate cost to the taxpayer
and a continuing loss on the smelter's electricity sypply of around £16m per annum

at today's prices until the year 2000, which would ipevitably have also fallen on

the taxpayer. Although as you say we are fortunate s a nation in having abundant
supplies of energy, we do not have the large resour¢es of hydro-electric power which
enable other countries to supply bulk electricity fpr aluminium smelting at extremely
competitive prices. The price being charged to BACo for its supply was already

around half that being charged to other industrial |consumers.

We shall use all the powers at our disposal to prgmote new employment in the area

and to assist those whose jobs will be lost as a pesult of the closure. The

company has agreed to maintain the smelter intact] for a period of six months while
intensive efforts are made to find a purchaser nd the termination of the power
contract does not affect this. We are providing|a special extra allocation of funds,
amounting to up to £10m over the next three yearf, to enable the Highlands and Islands
Development Board to step up its efforts to projide new employment opportunities.
Locate in Scotland will also be making intensiye efforts to attract new projects to

the area.

Alex Fletcher, the Minister for Industry & Eduthion at the Scottish 0ffice, visited

the area on 5 January and had discussions with,| among others, representatives of
the Invergordon workforce. At their request he| has had a further meeting with the

Chairman of BACo but I am afraid that has confifmed that no basis exists for providing

power to the smelter at a price which makes continued operations possible for the

company .
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10 DOWNING STREET

From the Private Secretar) 30 December 1981

I enclose a copy of a telegram to the
Prime Minister from Clive Jenkins, General
Secretary of the ASTMS, about the closure
of British Aluminium's Invergordon Smelter.

I should be grateful for a draft reply
which the Prime Minister might send to
Mr. Jenkins. It would be helpful if this
could reach us by Friday 8 January.

I am sending copies of this letter, and
its enclosure, to John Kerr (HM Treasury),
Richard Dykes (Department of Employment),
Ian Ellison (Department of Industry) and
Julian West (Department of Energy).

Muir Russell, Esq.,
Scottish Office.




10 DOWNING STREET

30 Decenber 1981

From the Private Secretar)

I am writing on behalf of the Prime
Minister to thank you for your telegram
of 29 December about the closure of the
Invergordon Smelter. I shall place this
before the Prime Minister as soon as
possible,

Clive Jenkins, Esq.




PRIME MINISTER

Here is the telegram from
Clive Jenkins asking you

to intervene to prevent

the closure of the Invergordon

Smelter.

I have asked the Scottish
Office to provide you with
a draft reply.

WL (\M(

30 December 1981
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