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As promised I enclose a background note and notes for
supplementaries for the Prime Minister's use this afternoon.
I fear there is a little more material than we would normally
provide, but the issues involved are rather complex and a
good deal has been happening.
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BRIEF FOR PRIME MINISTERS QUESTIONS
12 APRIL 1983

Background Note

1. The Prime Minister is familiar with the position at Timex, Dundee immediately
following the announcement in January this year of 700 redundancies as a result of
the withdrawal of Nimslo camera production to Japan, and a further 1,200 redundancies
as a result of a run-down in mechanical watch manufacture in response to falling
demand world-wide. The Prime Minister met with representatives of the employees

on 28 January and local MPs on 8 February. In addition, she has written to

Mr Fred Olsen, owner of Timex and Chairman of the Board, to recommend that

commitment of additional investment and research and development to Dundee.

The French Connection

2. From the beginning the unions have alleged that the Company planned to transfer
watch production to the Fralsen company at Besangoh in France because of massive
subsidies offered by the French Government. The Company maintained (at a meeting
between Mr Olsen and the Secretary of State) that no production had been transferred
to France from Dundee, and openly stated that the French Government's assistance package
amounted to £12 million (approx) in grant and £33 million in loans. Fralsen had
been assured that the French offer was in accordance with EEC rules. Nevertheless,
the Government was concerned that the legality of the French offer should be
established, and accordingly the European Commission was asked to look into the
matter. The Commission has received an initial response from the French Government,
is not yet satisfied that the offer was within EEC regional aid ceilings, and has
asked for more information. We think it unlikely, however, that the Commission will
establish beyond doubt that rules were broken and we are convinced that, even with a
"guilty" verdict, no material benefit to Dundee would result in terms of extra jobs
or investment.

3. At a meeting between the Secretary of State and Mr Fletcher and local MPs,

Mr Ernie Ross presented a pack of material, provided by the Timex employees'
representatives, which purports to show that, despite the Company's assertions,
work has been transferred to France. This material has been given to the Press,
amid allegations that Timex management deliberately misled the Prime Minister and
Scottish Office Ministers. The Company's preliminary response is to stand by its
original contention that the run-down in watchmaking at Dundee results from an
absolute decline in the world market, rather than a transfer of work to Besancow,
However, in the course of a major rationalisation we cannot rule out the possibility
of limited plant and product relocation, although the Company maintains that the
effect on Dundee has been minimal. Once we have a formal response from the Company,
the Secretary of State will reply to Mr Ross, although he has made it clear that

he cannot act as arbitrator in the matter.




Industrial Relations

4. Of the 1,900 redundancies originally announced, 1,700 have been secured
voluntarily. The remaining 200 employees will be made redundant on 20 April
following expiry of their statutory 90 day period of notice. The union's response
to these '"compulsory" redundancies, supported by the Labour Party in Scotland, has
been to sit in at the Milton of Craigie plant. They have already given assurances
that the two other Dundee plants, Camperdown and Block 5 (where the vital subcontract
work for IBM (VDUs and substrates) and Sinclair (computers and printers) is
undertaken), will not be affected by any industrial action in the course of this
dispute. The perhaps still more crucial Sinclair flat television tube pilot
production line is, however, in a discrete building which is part of the Milton of
Craigie complex and that is currently affected by the sit-in. As the factory is in
any case on holiday this week and no production is being lost, the company is taking
no action pending the expiry of the 90 day redundancy notices on 20 April. Timex
could stand a sit-in at the Milton watchmaking complex for some time - the unions
have given assurancesthat the occupation will be peaceful - but significant delay

in production of the cathode ray tube will not be tolerated. There must be a risk
that a prolonged dispute will lead to the withdrawal of IBM and Sinclair work and
ultimate closure. We believe that the company will have to face up to this problem
very soon if its future is to be secured.

Government action

5. Following detailed discussions with officials, the Company has put forward a
programme of investment and retraining aimed at establishing the Timex operation as
a first-class electronics facility on a par with other plants world-wide. This
programme involving fixed capital spend of over £1.6 million and training costs of
around £1.2 million will do much to safeguard many of the 2,300 jobs which will

be left at Dundee once the 1,900 redundancies have taken effect and will receive
substantial selective assistance from the Government provided the Company achieves
the manning levels and working practices required to become viable. This offer is
not yet public, but may be announced shortly by the Company as part of a move to
convince employees both of Timex commitment to Dundee and of the need to secure
comparable commitment from the workforce if the Company is to succeed.

Scottish Economic Planning Department
12 April 1983




PRIME MINISTER

TIMEX

I understand you were asking this morning, in the light
of reports of the sit-in at Dundee, about what had happened

since you wrote to Mr. Olsen, on 16 February.

We have had no reply from Mr. Olsen, but you will
#
remember that Mr. Gavin Laird wrote to yau at the end of February
to thank you for your intervention. Mr. Laird said that the
-—'-———_ :
meeting you had had with them had been most helpful and had gone
"a long way to demonstrate the Government's interest in this

serious problem'.

I am told by the Scottish Office that Mr. Olsen spoke

to Mr. Fletcher after receiving your letter. He confirmed his

readiness to consider not just new products for the Dundee factory,

but also the possibility of locating some research and development

work which might form the foundation of future expansion plans in

the area. The Scottish Office believe that your letter was seen

————

by Mr. Olsen as a demonstration of the Government's commitment to

supporting new products which will be vital to Timex's competitive

future.
———

The Scottish Office will be letting us have a note tomorrow

morning about the circumstances of the sit-in. You may wish to

have this with you at Questions tomorrow.

Mcs e

—
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