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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000
',August 1980

The Rt. Hon. Sir Keith Joseph, MP.,
Secretary of State for Industry

AA—/V‘M

" INDUSTRY BILL

Thank you for your letter ofhﬁ/ﬁugust in which you sought
policy clearance for the introduction of a new Industry
Bill immediately after the Recess.

I am content for you to introduce a Bill on the lines you
propose, including provisions for raising the financial
limits of the SDA and WDA if George Younger and Nicholas
Edwards so desire. I am also content to leave our officials
to settle the details of the write-off provisions. I

would however like to reserve my position on the size of

the new financial limit. Perhaps our officials could
discuss this further and report back before the Bill needs

to be introduced.

I am sending copies of this letter to the recipients of
yours.

\

&./"

GEOFFREY HOWE







FROM THE MINISTER FOR INDUSTRY AND EDUCATION

- SCOTTISH OFFICE
' NEW ST. ANDREW'S HOUSE
;.é ' ST. JAMES CENTRE

.Hgﬁg{/’ EDINBURGCH EHI 35X

The Rt Hon Sir Geoffrey Howe PQ MP
Chancellor of the Exchequer
Treasury Chambers

LONDON

SW1P 3AG . |§ August 1980

INDUSTRY BILL /

In George Yolnger's absence I am writing in response to Keith Joseph's
letter of 6 August setting out his proposals for inclusion in a further
Industry Bill with a view to arranging for it to be drafted in time to be
introduced at the beginning of the next session.

I certainly agree with Keith Joseph that if the financial limit for Rolls Royce,
BL and the NEB's remaining investments has to be increased it would be preferable
to move straight to a figure of €4 ,750m as he suggests rather than risk having to
seek further legislation later in this Parliament. I would be particularly opposed
to approaching the new limit by stages subject to affirmative order. The Scottish
Development Agency's financial limit stands at £500m which should be sufficient

to cover expenditure until about 1984. Had the limits for the NEB and the WDA

not required to be raised we would not have been seeking to increase the SDA's
1imit at this time but we think we should take advantage of the opportunity
presented by the next Industry Bill to raise the Agency's limit to £700m and

thus provide a cushion against any possibility of the limit being reached in
1984/85 when the legislative outlook might be less certain.

I am also glad to note that Keith Joseph has accepted George Younger's suggestion
that we should use the next Industry Bill to take statutory powers to write off
irretrievable losses. This will enable us to overcome an immediate difficulty
with the SDA's inability to service and repay its borrowing from the National
Loans Fund which is mainly attributable to its losses in the Stonefield Vehicle
Company. It will also remove the deadweight of lost public dividend capital,
again much of it due to Stonefield, whose existence, as in the cases of the NEB

and the WDA, makes it impossible to set a realistic or attainable financial
duty for these bodies.

T am sending copies of this letter to the Prime Minister, Norman St John Stevas,
members of E Committee, Nicholas Edwards and Sir Robert Armstrong.

ALEX FLETCHER
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1880

& August

P
I have seen Keith Joseph's letter to you of é’ﬁugust, proposing the
introduction of a new Industry Bill at the start of the next session.

I support the proposal and I confirm that I will wish to use the Bill

to take powers to increase the financial limits of the Welsh Development
Agency and the Development Board for Rural Wales.

The Industry Act 1980 deleted the provision to increase by order the
financial limit of the WDA from £250 million to &£400 million. It
became apparent,while the Act was at Committee stage early in the

New Year that the current financial limit of £2t0 million will be
insufficient to see the Agency through the life of this Parliament,
particularly in view of the additional sums agreed for steel remedials
at Shotton and in South Wales. For similar presentational reasons to
those outlined in Keith's letter it appeared inappropriate to take
action in January to increase the financial limit. I now propose,
however, that the limit should be raised and, in order to avoid further
changes during this Parliament, I estimate that the new limit should be
set at £450 million. Similarly, I propose that the current financial
limit of £40 million.for the DBRW should be increased to £100 million.

Keith also proposes, as suggested by George Younger, that the Bill
should be used to take statutory powers to write off irretrievable
losses of NLF and public dividend capital finance. It will be desirasble
to take such write-off powers in respect of the WDA, whose losses are,
as you know, principally attributable to the investment in Leiners.

I am sending copies of this letter to the Prime Minister, to Norman
St John Stevas, members of E Committee, George Younger and to Sir Robert

Armstrong.
/ﬁh>l/“~w (2NN
( {/
4 A"». /:5 jw“{.,_‘.
\ L

The Rt Hon Sir Geoffrey Howe QC MP ,
Chancellor of the Exchequer

HM Treasury

Parliament Street

LONDON SWl







Privy CounciL OFFICE

WHITEHALL. LONDON SWIA ZAT

Chancellor of the Duchy of Lancasrer '7 August ) 980

W
Mg

Thank you for sending me a copy of your letter of

6 August to the Chancellor of the Exchequer about
your proposed Bill to increase the aggregate
financial limit for the Secretary of State and the
National Enterprise Board. As you know, this Bill
was accepted as essential for next session by the
Cabinet and, subject to policy approval being given
by E Committee, I readily give my authority for the
employment of Parliamentary Counsel on the drafting -
of the Bill.

I am copying this letter to the recipiénts of yours,
and to First Parliamentary Counsel.

The Rt Hon Sir Keith Joseph, Bt, MP
Secretary of State for Industry
Department of Industry

Ashdown House

123 Victoria Street

SW1

CONFIDENTIAL







