DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB
FROM THE TELEPHONE DIRECT LINE 01-212 6401
MINISTER OF STATE SWITCHBOARD 01-212 7676
FOR INDUSTRY AND

INFORMATION TECHNOLOGY
KENNETH BAKER'S OFFICE

Miss C M Stephens

10 Downing Street
LONDON SW1

) ¥ February 1983

7\@ AN ( oA {;~'{ Il

)

Thank you for your letter of 11 February
requesting briefing for the Prime Minister's
meeting with Mr Doug Hoyle MP and

Mr John Evans MP on Tuesday 22 February 1983 at
3.45 pm in the House.

The briefing is enclosed and I confirm that
Mr Baker will be attending.
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PRIME MINISTER'S MEETING WITH
Mk DOUG HOYLE MP AND MR JOHN EVANS MP
ON TUESDAY 22 FEERUARY

CLOSURE OF THAMES BOARD MILL AT WARRINGTON

Line To Take

a) Paper
1 Appreciate concern over the proposed mill closure at the end of

April and the loss of nearly 800 jobs.

2e This is a commercial decision by Thames Board in the light of

market conditions for packaging boards. The wmill has made losses for

o

many years. Appreciate the wish to seek the continuation of the mill

but ,despite having considered a number of options in the course of a

careful review,the company has confirmed it does not foresee a

commercial future for the mill.

o Although closing the Warrington mill Thames Board will remain a

major UK board maker (the largest). The company's £100 million
e
expansion at Workington opened last autumn. That modern competitive
: #
mill produces a different type of board from Warrington, one with
e ————

better market prospects. Its capacity has been tripled creating over

e

500 jobs, directly and indirectly.

4, The All Party Paper Group has asked to bring a delegation including
industry representatives to discuss wider paper industry issues. I have
replied to Frank White to say that a meeting can best be with the
Secretary of State for Industry, who will keep me in touch. The

unwillingness of past Administrations to face up to basic economic
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problems has added to the industry's difficulties. The present

Administration's consistent policies provide the hope for the future.

(b) Regional Aspects

s The Government's regional industrial policy is to concentrate
assistance on those areas with the most intractable problems of high
unemployment and structural weakness. Unemployment in Warrington is
below the average for all intermediate areas, as they are now
constituted. There are many parts of the country experiencing similar
problems with higher unemployment - eg the West Midlands which has
never been assisted. Assisted Area status needs to take account of
all the criteria in the Industrial Development Act 1982. Particular
announcements of redundancies do not necessarily Jjustify revision of

an Area's status.

6. With the Warrington and Runcorn New Town, the industrial structure
is diversifying. This is helping to reduce dependence on the

traditional industries. In 1982 alone 113 companies were accommodated
with 1,639 jobs. A comparable development programme is continuing for

this year.




ENERGY PRICES

Background

The company have dual fired boilers (gas or oil) to provide both
heat and power at this plant, running almost entirely on gas.

The recent CBI survey on comparative energy prices shows that

UK prices for gas bought on "interruptible" contract remain broadly
in line with Continental prices for similar contracts, Successive
freezes on the price psid by industry for gas over the past 2 years
have kept Thames Board Mill's energy costs at Warrington to a
minimum,

Because they generate their own electricity, the cohpany have
escaped the burden of high UK electricity prices which has fallen
on other mills and other industries.

The company estimate that even if the energy bill ..at Warrington
had been reduced by 30 % last year, the plant would still have made
a loss. Other factors such as falling demand for the type of
board made there, and overcapacity in the industry have been the
critical factors.

Line to Take

Warrington runs almost entirely on gas. A series of price freezes
f-._q_-_-

for gas supplied to industry has kept Warrington's energy costs

competitive with the Continent.

Energy is an important element in paper and board production costs,
but falling demand and overcapacity are responsible for the closure.
————

If pressed on other companies' problems with electricity prices : 7
D -

Patrick Jenkin and Nigel Lawson met the CBI on 17 February and
agreed that the Government would continue to study the special
problems of intensive electricity users, taking into account the
more detailed information made available by the CBI and industry.

ICAZ
18 February 1983




BACKGROUND BRIEFING

Thames Board Limited, a Unilever subsidiary, is the largest UK paperboard producer
having a turnover of £70 million and around 3000 employees. The company has three
mills. The % machine mill at Warrington and the single machine mill at Purfleet
Essex produce waste based packaging board while the newer mill at Workington Cumbria
produces virgin fibre boards mainly from their integrated pulp mill which uses UK
pulp wood.

2 On 20 January 1983 Thames Board announced that the Warrington mill would
close at the end of April with the loss of 226 qObs. This mill has a capacity of
145,000 tonnes per year but could only produce _21900 tonnes in 1982 due to the
reécession. It is understood from the company that this mill has made losses every
year since 1 despite efforts to achieve profitability including the closure of
one machine 1In 1978 and 220 redundancies at the end of 1980. The lack of demand
for board during the recession and inability to reflect increased costs in higher
prices,due to the intense competition among European producers, has resulted in
continuing losses and the company sees the position worsening this year and next.
Warrington has also suffered from a trend in the market away from waste based board

towards higher quality virgin pulp boards of the kind made at the Workington mill.

3 Warrington is not the only waste based board mill to be closed in the current
recession. Thames Board themselves closed one of their mills at Purfleet in 1980
with 800 redundancies. On the other hand, the company have invested about £100million
to treble the capacity of their Workington mill from 50,000 to 150,000 tonnes per
year. (This project received £10.5 million Selective Assistance plus Regional
Development Grants and is providing about 200 new jobs at the mill plus over 300 in
forestry for the supply of pulp wood.) Workington has slightly greater capacity

than Warrington using only 2 machines instead of 3, later technology and produces

the higher quality product to which the market has been moving.,Having brought
100,000 tonnes of new capacity on stream, and with no sign of a significant upturn

in demand, the decision to close Warrington, which was already working far below
capacity, can be understood. While of no comfort to Warrington, this closure will
improve the chances of the other UK waste based board mills surviving the recession.

Assisted Area Status

L Before the 1979 Assisted Area review, the Warrington Travel-to-Work Area

had Intermediate Area Status. The decisions following the review were aimed at
concentrating regional aid on the areas of greatest need in terms of persistent high
unemployment and severe structural decline. It was concluded that Warrington should
become non assisted from 1 August 1982. As promised, Ministers carried out in 1982
a review of areas due to become non assisted and other areas where there had been

a major relative change in circumstances but this did not change the 1979 decision
for Warrington and the area became non assisted from 1 August 1982. Relevant
unemployment details are as follows:-




January 1983 January 1983
Average % Number %

Warrington 5.6 11,502 ' 14.2

All Intermediate
areas* 6.9 16.6

A1l Development
areas™ 77 17

Great Britain 5.6

* On current boundaries

It is estimated that the Thames Board mill closure at the end of April will increase
unemployment in Warrington to about 15%. This would still be less than the present
average for all intermediate areas.

A1l Party Parliamentary Paper Group (APPG)

5 The APPG Chairman, Frank White MP, wrote to the Prime Minister at the end

of January asking to bring a Parliamentary/industry delegation to discuss recent
paper and board mill closures (see Annex A attached) and their fears for the industry.
The Prime Minister replied on 7 February explaining that while she was ready to

meet individual members about closures in their constituencies the delegation should
be received by the Secretary of State for Industry who would keep her fully in touch
with the industry's position. So far, the APPG secretary, Harvey Proctor MP, has

not contacted the Private Office to arrange this.

CTP?
February 1983
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sures and redundancies announced so far in 1983% are

Prinity Paper Mills announced on 10 January the intended
closure of its Springfield Mill, Bolton with 100 redundancies.
Thames Board announced on 20 January the intended closure of
its waste-based Warrington board mill with 796 redundancies.

Wiggins Teape announced on 26 January rationalisation plans
involving the closure of its New Bury Mill with 200
redundancies; 740 redundancies at its Dartford Mill in 1883
and 1984, and 70 redundancies at its Lincoln works. Packaging
and fine papers are the grades involved.

The Jefferson-Smurfit Group announced on 2 February 1983 the
closure of 2 fine paper machines at the Alders Paper Mill at
Tadworth with the loss of 180 jobs.
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The import pressure from better placed competition has led to:-

(1) Contraction of the UK industry, especially severe in the recent
recession.

(ii) The use, where 00311n19, of waste paper fleE instead of imported

8 T v 4 . — ' . S L) ket
LJ ]' P e LIl 5% eCcLors y v DL cormirsate .l case o tJJ._.-.r...] 1’ LLL— LLx LIl '.-‘.-.lkr‘-i

=) o

has been suc cessful in deveLoplpg waste based alternatlveu and import
penetration has been held back. But the industry has to sell such products
at a discount to those made from virgin fibre and is vulnerable to a weak
market and a strong pound. Some products cannot be made wholly from waste
and, in these cases, part of the pulp handicap remains.

(iii) Greater concentration on

(a) products which, though they use virgin pulp, are unsuited to
large scale integrated production,

(b) products which have been developed for special markets and have
high added value. In some specialist grades UK companies are womld
leaders; Wiggins Teape's success in recent years has been built

its development of carbonless copy papers,

(¢) products which are better produced near to the consumer eg tissues.

6 Those companies with strong marketing, productivity, investment and product
development records in sectors of the industry where the advantages of overseas
suppliers carry less weight can and do comp. @te successfully against international
competition.

7 Por the UK industry, price levels are heavily influenced by factors outside
its own control eg the dominance of overseas suppliers, the exchange rate and

the state of demand. UK mills have therefore become increasingly concerned about
containing production costs which they may be unable to pass on. They also
recognise the attractions of developing products which have non-price advantages
over competitors.

CURRENT STATE OF THE INDUSTRY

Employment and Capacity

8 The industry has seen a contraction in employment from 97,000 people in 1965
to under 48,000 now. The recent recession has hit the industry hard. Since
January 1980 34 mills have closed, 91 machines have been shut and over 15,000
redundancies have been announced. The industry's capacity has been reduced by
about 20ju.
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Pro'netivity

9 The par industry is nlgnlv capital intensive but during the recent reces
mills have reduced manning levels. Productivity gains have been reduced by lack
of demand and below C“““Cliy working. CSenior management in the industry would
accept, privately that there is further progress to be made in reducing labour and
other costs, buu the industry sees the potential improvement from such action
heavily outweighed by the adverse economic conditions which it faces.




Orders, FExports and Profit:

10 The demand for paper and board closely reflects the state of domestic
economic activity. During 1980 demand fell sharply. In the first half of 1981
there were some signs of demand picking up with increased order levels for UK
mills, but they drifted down in the second half. Slight improvement in the
early months of 1902 was not m iined., The strengsth of sterling

against the US dollar was an importent factor in the closure of about two-thirds
of UK newsprint capacity in 1980/81 since newsprint is effectively sold in
dollars. Now that the dollar has strengthened, those parts of the UK industry
which use imported pulp have added costs because pulp %oo is sold in dollars.
But higher pulp costs improve conditions for mills making competing products
from waste paper. Exports, mainly in speciality grades, did rather better than

expected while the pound was still strong.

11 Partly due to the reduction in UK capacity, mills are running fuller than
in the latter half of 1980 but due to weak demand, both here and abroad, znd the
relative strength of sterling against some European currencies, prices continue
to be depressed and profitability is low or non-existent. Even the tissue market
has not sustained the steady growth of past years.

Investment

12 There are a few projects in progress which were started before the current
recession and when market forecasts were more optimistic. The largest project is

Thames Board's 100,000 tonne per year board mill at Workington costing around

£100 million, which was opened in September 1982. There are projects to incresse
tissue capacity and one of these started production lasgst year. In news-

print, Consolidated Bathurst of Canada bought the largest UK mill, which was closed
by Bowaters in 1980, and are undertaking new investment there before re-opening it
in July 1983. The mill will continue to use waste paper but pulp from UK woo .d
will be replaced by imported pulp from Canada where wood and energy are cheaper.
Wiggins Teape announced plans in July 1982 to invest £9m at its carbonless paper
manufacturing mill at Cardiff. The company is also investing £1.2Gmat its Deven
Valley paper mnill to improve quality and allow the company to develop new grades.
United Paper Mills Ltd, a major paper producing company in Finland is considering
a project to build an integrated pulp and paper mill at Shotton. The project will
cost £130m and will produce 180,000 tonnes pa of newsprint. Other projects in
recent years have included those supported by nearly £19m of Government grants
under the Paper and Board Industry Scheme.

13 The present position is that industry claims that due to poor profitability,
the high cost of borrowing, low prices and lack of confidence about future growth,
it is generally unzble to consider investment apart from projects which look certzin
to give a quick pay back. Companies are even szaid to be postponing, for lack of
funds, energy saving projects which they would wish to undertake.

14 Some of the mills whi

among the less well run or 3 ve

the longer unf able y condi f ist, the more middle ranking conm
will be at risk and even th £
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PRESS RELEASE TEXT CHNLY

WARRINGTON 2OARD MILL TO CLOSE

Thames Board Liniited have announced with great regret
that their Warrington Mill will close at the end of

April with tl.- loss cf 796 jobs. The closure is due
to increasing losse At present the Mill has three
board machines with 145,000 tonnes annuai production
capacity for waste paper based packaging board. Last

year output fell to 102,000 tonnes due to the reccession.

Due to intense ccoupetition in the past five vears, it has
not been possible to increase prices in line with ccsts.
This is despite considerable cost savings achizsved in

all areas, including a substantial reduction in manning.

In 1983 the position will wcrsen.

Consequently Thames Board have no alternative but to close:

their Warrington Mill. Thames Board's remaining mills at

Purfleet and Workington will continue to produce a wide
range of boards with a total production capacity of

250,000 tonnes per annum.




R

HOUSE OF COMMONS
LONDON SWIA OAA

Cﬁ‘ [ Fedo wavy 1983

o
\BCM Mg’ ")‘7/ t‘*(

/LLQ;,L,W_; BOO«FC{ p"{ ”-S

e ————

Many thauts \th foor leltes
@i tle, s /i Loy aud e
loo K (j‘UULJCRLcQ Vo L.L,\_Q_Qm«t&, 100
& beoV H.{. ¢ loguve 04 /L'Lactvaca

Rowds Mdls, o, /ogdauf

)E/l:wwu:j Vg z4r o3, (¥ ')M

\/] v (W CC‘.A(JZ\_,]
/

)9«3 Ide (e,

Jolun Evang







10 DOWNING STREET

From the Private Secretary 11 February 1983

I am writing to confirm that the Prime Minister is
seeing Mr. Doug Hoyle, M.P. and Mr. John Evans, M.P. on
Tuesday 22 February at 1545 hours in her room at the House
of Commons. Mr. Baker has agreed to be present at the
meeting.

I am enclosing a self-explanatory letter signed by
Mr. Hoyle and Mr. Evans and I would be grateful if your
brief could reach us by close of play on Friday 18 February.
You will no doubt cover their plea for assisted area status
for Warrington in your brief.

Neil McMillan, Esq.,
Department of Industry




10 DOWNING STREET

11 February 1983

From the Private Secretary

The Prime Minister has asked me to thank you for your
letter of 8 February.

Mrs. Thatcher would be pleased to see you and John Evans
to discuss the closure of Thames Board Mills and I am writing
to offer you Tuesday 22 February at 1545 hours in the Prime
Minister's room at the House of Commons. Mr. Kenneth Baker
will be present at the meeting. I would be grateful if you
could confirm whether this is convenient.

I am sorry it is a little time ahead but the Prime Minister's
diary for next week is extremely overcrowded. I am writing in
similar terms to John Evans, M.P.

Doug Hoyle, Esq., M.P.




10 DOWNING STREET

From the Private Secretary 11 February 1983

The Prime Minister has asked me to thank you for your
letter of 8 February.

Mrs. Thatcher would be pleased to see you and Doug Hoyle
to discuss the closure of Thames Board Mills and I am writing
to offer you Tuesday 22 February at 1545 hours in the Prime
Minister's room at the House of Commons. Mr. Kenneth Baker
will be present at the meeting. I would be grateful if you
could confirm whether this is convenient.

I am sorry it is a little time ahead but the Prime Minister's
diary for next week is extremely overcrowded., I am writing in
similar terms to Doug Hoyle, M.P.

John Evans, Esq., M.P.
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Rt Hon Margaret Thatcher,MP,
Prime Minister, Sme
10,Downing Stireet,

London SW1,

Dear Mrs Thatcher,

We are writing reeuesuing an interview with you in order that we
mey discuss the alarming situation that is facing Warrington, I aillowing

the snnouncement of tme closure oi Tnames Board Mills, end tne loss
girectly,and indirectly,or 1lUOU Jous.

These follow tie previous loss oI Jjous in steel,enginecring,wire,aluminiunm
and clothing.Prior to 19/(3, Jblflubbon nad very little unemployment oub since
May 1979 this has risen from 5% Lo 14,3%av tne end of January,l985.The
closure of Thames Board will take unemployment over 15,8%.

The loss oI Thames Bosrd is dairectily sttrioutavle to tne economic policies
peing followed vy your governument, These include an over valued pouna,nign
interest rates,free trade wnlcho fnas allowed subsiaised imports L0 caplure
60% of the home market plus nign energy cosis wnicn are well out of line
withh those of our competitors in tne LEC and EFTA,In asddition,to aad UO
Warrington's woes, your government nzs witndrawn intermediate status 1rom
the area.

One of the reasons Ifor clasure given uy Thames Boara Nand“dmunb is that
they lost £2 million in 1382, If 1000 ople,plus their families,are
unemployed thnis will cost tho buvuznmenn in unemployment and aOblal
venefits £5 million,Given uiese rigures surely tnere is a case lor

government assistance TO chp OPGn this mill especially,given uine
fact tnat if nyimplovemenu in tne economic situation takes place

ur’.-u“ the pab{agﬁl-’lo industry will ve one Ol une ilrst to wvenelll.

We shoulua welcome ine OPEOYLUHluy Lo aevelop itnis discussion &and
also to press lor tne restora tion of assisted area status 10r darringuor,)(
in order Lo enable tne town 1O withstana tne economic wolizzarda tnat
ig facing it.

Looking Iorward Lo nearing waen you can meet us?

vyours sincerely,
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