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GOVERNMENT REPLY TO SELECT COMMITTEE REPORT ON CONCORDE

I have one comment on the draft reply to this Report enclosed in
Norman Tebbit's letter of 22 Jurfe. This concerns paragraph 9 (d)
of it, and the reference to my Department in the attached
commentary.

There 1s evidently a misunderstanding implicit in the Committee's
remark (in conclusion (v) (¢)) that "we do not think it likely,

even in a recession, that skilled men displaced from the Concorde
project will be long out of work". The Committee does not seem

to have taken into account the question of "displacement". It is

of course more than likely that highly-skilled engineers will be
able to find new jobs quite quickly. But to say this begs the
question whether in doing so they will displace other unemployed

men who would otherwise have taken those new jobs. The reply should
take account of this by speaking of net reabsorption.

What this amounts to is that while we have no quarrel with the

first sentence of paragraph 9 (d), the draft reply should go on to
say that nevertheless the rate of net reabsorption must be subject
to a great deal of uncertainty owing to the displacement factor.

For this reason it is more satisfactory to use a range of PSBR
costs. (This range would show the costs implied by the reabsorption
rate used in Norman Tebbit's memorandum to the Committee at one end
and the costs resulting from a rather "more sanguine" rate at the
other.)

I am copying this letter to those to whom Norman sent his.
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