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BRITISH STEEL CORPORATION:CORPORATE PLAN

Memorandum by the Secretary of State for Industry

I circulated as E(81)11 the report of officials on the BSC
Corporate Plan. We now have to decide whether, as officials
recommend, we should approve the Plan; and if we do what

conditions, if any, we should attach to it. ¢

N T

The Plan =t ,

2 The Plan very much reflects Mr MacGregor's approa
his job. It is not a conventional medium-term

3 or 5 years ahead. Instead it sets short-te
which will enable the Corporation to asses ]
6 months which of its businesses have a reasonal : ‘
commercial viability by March 1982. The Plan | d
closures but the level of production Vi

at 14.4 million liquid tonnes per annum (ML
124-13 MLTA which Mr MacGregor indic
option in September and which we dis
E(80)34th. L

3 The Plan envisages that by a o
and vigorous marketing the Corpora
1981/2, have substantially reduced
for 1980/1 at £480m). They are as!
money as follows:-- 3

(a)  an extra £150m in 98
to £1,121m (including
1979/80). f

(®)  £730m in 1981/2.

Assessment of the Plan

oréering in the :
maintlng in'the UK, the le

€nance from July of
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steel market. In the light of these Tisks, ¢

mgintaiu capacity of 14.4 MLTA looks distix,lctllle glap to
Indeed, Mr MacGrego;‘ himself so characteriseS it 1;1118“c
made a good start with the cost reductionsg that h He e
He has so far obtained the co-operatiop of the woe Deegg
in most areas and the results of the Danagement; ' ~Loree
ballots indicate good prospects for its continuar‘lc I ISTC'E
has, however, consistently made it clear, both tq €. He
and to his work-force, that if performance op the mlmsters
prospects of particular parts of the Corporati oy a al"ket.
their retention he will close them. What MacGre notAJuSﬁr7
effect asking for is time to bring about the cost I.§°r s gy *
that he has in mind and thus to improve the chap o5 oCtiong
of a larger part of the Corporation. If the Warket § Vigbiljs,
improve, or if Mr MacGregor cannot get the €8 no
he seeks, he will face the prospect of furt: Jor clo
or reductions. In that case it is my view that e shoyyg 2t
interfere in those decisions, though we may have to get to
mitigate their social consequences.

5 We have so far adopted a stance which Supports Mp MacGregoys
policies. In particular, as agreed at E(Bog&tth and 45th, ye
shall shortly be publishing a Bill which, in order to help the
drive towards commercigl viability, writes down the capital of
the Corporation but which, on the other hand, recognises the
Possibility of failure ang Proposes changes to the Iron and
Steel Act 1975 to enable a rapid and extensive run-down of the
Corporation to take place.

6 We have to take our decision also against the background
of a private sec!

tor runnin, increasingly into financial
difficulties and = e

complaining that the Government is biased ageinst
them and unduly doft towards Bog.

ity ;oonrho cannot long keep open their subsidiary

With its plants at Sheffielq. Colleagues will

ii'é“i?‘i’ii-th“ ?zhE(ao)‘*Brd) we authorised BSC to ennet o
Ciep iy i to see W

areas where theip Private sector companies

Joint companses which would be in the private sector
&d whose format;op would be accimpanied by aﬁ agreed.Pl‘?gno
closures, Two such colipanies are in process of ne§otlatthev
one involved in pog 8nd bar manufacture (Phoenix I {and,ons
gthg (and larger) 15 engineering steels. The neS°tlgt;nd ay
wﬁ Oenix-T are wel) advanced and we have pressed BS i
. 0 are the priyate SeCtor company involved, to reach "‘Bﬁur

0 principle Quickly so that it can be announced beforé

OWn response £ the Plan, d

70 Thwinnin o
Pparent frop y, id that ive
}zj-:gl-‘d? lactregor s Pl gy now, we ial;a:tezﬁ face an e Mty
¥asthen qogs sy © OPeTations'1ng. ) Srill face an oAty
B ecidodienyr later, might not differ gre

even if ¥

/indeed ***
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a5l : f 0 st reductions
becﬂmf ken in the interim. If it were decided later, there
undﬁ‘g"ay owever, be the cost of funding the BSC's operations
wouLGsy =

the interim. While in practice any such run-down would be

i 3 er a period of time, officials have attempted to
sprea for the purpose of lllustration, the approximate
caé?éi: 11 cost of delaying such a decision for six months.
add1vLov e

it a figure to it of between £350m ang £450m. They
They E'; and L agree, that this is very much an outside figure
Sugge“»t’ l[moreg the fact that at least some of BSC operations
Slmeifb]e ‘now and the possibility of interim improvements I
a via - % o
?{;ie just referred to.

Y ircumst es, I think we should back Mr MacGregor's
20 tnC?EC}j;g;:ftanc’l’h:’Ls has the considerable tactical |
O emtago that if in the endlEECE il e substantially i
i t;}o‘r'n we and the Corporation will be seen to have
=2 dowﬁ,l 1ffort to make a go of it. I am also influenced very
nade ?nge‘/fact that the Plan does mot imply a long-term .
mUCh“Sy~ + to the Corporation in its present form, that it
cOmmi{knéo new major capital investment‘programg\e, that thege
ccmalhsti*tiorws in progress aimed at privatisation, and vtdli:?ch
?;erigiggeg:r is publicly committedhto ilog;:%izzsi‘:g:gnzhe

' viable. All this sharply dis
gzgggthefzzief}om that in the case of Br;tlshilnrgglﬁéh %
therefore recommend that subject tolcegtalgrsge e
discuss below we should approve BSC's Corp

Consequential Points

: do what
9 If colleagues accept this view we S)?ouldag%ggl{ake the
we can to ensure that the Corporation 1ntp€he targets in the
necessary action should they fail to :ﬁguld set BSC, and
on. With this in view, I thimk welSEORISEEEIES
amounce, a loss limit before interest cluded in the Plan and
This figure is £50m higher than thab v take the view that it
Tecommended by officials since BSC m:odest pay award within
is unrealistic to a°°°mm§dateezvﬁint}? officials’ reco?;mendnt;gn
their iginal figure. agr et for 1982/3
that wgr;gl]c;sid alg‘; set, and announce, ing:rgupon which payments.
break-even. Mr MacGregor's (LS Permr:he attainment of profit
for his services depend, is linked to
targets.

mmendations made
19 I recommend also that we accept tgzr;g::tion should not
tmpihe report of officials, that the QorpOrStiel SRlieoug e
ubark on any major new cgi":%m:nzg should set up arrangeme!
Prior governmental approval, their targ
for mo%itoring BSC'spgrogress towardgo report back to us in,
54 that we should ask Mr MacGregor £ redundancy payment &n
July. T alsq agree that questions o “o  jeq by officials,
Companieg Act structure should, as re :

/e <.
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be discussed further with BSC. . :

4

e Iron and Steel Bill to give effect to ;
;:*ranTgements comes before L Committee on 4 Febrge fln‘“lt:ial 6
contains the statutory guppopt we need for the p:i’y. It
recommending, as described in para 5 above, enlcy TN
Committee last considered the policy of the Bill (EEhe
and 45th) this was on the.bas;s of notional figures BO)‘“‘th
capital write-off. '.l‘he'Blll in fact proposes T8 ifor the
£3509m of capital immediately with a POWer to ynjt §~0ff
further £1,000m later. There are also ad justmentg tg fa
Corporation's borrowing llml'F. I recommend that e =
these figures and that the Bill be publisheq simultangprove
with the statement announcing our decision on the Plaumzsly
presenting it we shall of course need to emphasi ze the'd-Iu- K7
between writing off the past and our future policy towarésumien
funding the BSC. s

that I should make a statement in the Houge of
Commons on 9 February and simultaneously publisn
the Iron and Steel Bill 1981,

12 One of the most critical factors in the success of the By
will be the need for continued discipline in the ECSC market f
for steel after the present regime expires in June. My,
Government will need to make strong efforts to this end, thoyg
we need to be careful to avoid a regime which results in
British steel users having to pay higher prices for steel thay

their EC competitors. This will entail considerable ministeris p oy
effort and probably the exertion of political pressure on our ® A
EC - partners. Independently of this it will also be necessary ¢ -t i
to obtain clearance from the Commission under the terms of an Pl
ECSC Decision on State Aids for Steel for the further finance i
We propose. ; 6% 1

13 If colleagues agree that we support the BSC Plan it would
be st to make a statement on Monday, 9 February when I Department of Industry
T at Question Time and already face a number of questios A slridown HoudE

affairs. ] 123 Victoria Street

30 January 1981

of the BSC Plan; y
‘an extra £150m to BSC in
Z - of EFL for 1981/2 of
BR80T Sl
L1 a loss limit for BSC of £2251
reak-even for 1982/3;
unts to be written






