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COAL TRIPARTITE DISCUSSIONS

The Committee considered a memorandum by the Secretary of State for e
(E(Bi) 25) on his tripartite discussions on the coal industry with the
National Coal Board and the National Union of Mineworkers.

Their discussion and conclusions reached are recorded separately
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ND WIRELESS
5, CABLE A}

e Comnittee considered 2 ""«'m"“‘""“‘”f by the 5ef.:retaxy of State for Industry
(E(I?‘) 27) on the sale of shares in Cable and Wireless (cew).
[HE SECRETARY OF STATE FOR INDUSTRY said that the Sub~Committee on
Disposal of Public Sector Assets (E(DL)) had agreed that the Government should
aim for the sale in the autumn of just less than 50 per cent of its shares
in C&W. Under these arrangements the Government would relinquish management
responsibility for the company, so as to ensure that it would be classified
in future as part of the private sector. E(DL) had, however, judged that
the Government should retain marginally more than 50 per cent of its shares
in order to satisfy overseas governments that there would be a continuing
close relationship between the Government and C&W, backed up by a degree of
control which, in those governments' eyes, would be sufficient to protect
their local interests. Approximately 30 governments had been consulted on
this formula, and the Commowealth Telecommunications Organisation and its
members had been informed. Any changes now in the proposed arrangements
would have to be subject to further consultations, and would run the risk
of provoking overseas governments to refuse to extend their concessions to
C&H as these expired. It was particularly important in this respect to
maintain the willing acceptance of the Hong Kong and Bahrain governments to
the proposals for the sale of shares, since the profits of C&W were heavily
dependent, op their business in these areas. Kleinworts had advised that any
Plocking provisions in the Articles of-Assoriation, faipresiiatiERIEETERE
;: ‘:z:si:ns taken by the Court of C&W, would depress the value of the shares.
rQcmne:ia.‘t'.l‘fécoxmnemied, therefore, that the Committee should endorse the
o initia;:ns of E(DL), which were fully supported by the Court 01.0&-",
T A C&wy the Government should sell 50 per cent, less one, of its

2nd that steps to sell additional shares in CZW should be taken

s soop .
e ** this could be arranged consistently wih securing the future of
ibany ! Overseas

Operations.
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THE PRIME MINISTER, summing up a short discussion, said that 1n gy, :
Ighy

ngs
and of the fact that consulations had already taken place with oy g
e

of the attitude of the other governments with which C&W haq dealj

governments, the Committee endorsed the recommendations of E(DL) for
= th
sale in the Autumn of slightly less than 50 per cent of the ¢

Their agreement was, however, on the understanding that, in contra
arrangements made for British Aerospace, nothing should be saiq o
would fetter the Government's freedom to sell further shares in the Oty
at a latter date should a suitable opportunity arise. The Commi ttee
agreed that, subject to consultation with the business managers, the
Minister of State, Department of Industry, could make an oral statement

announcing the Government's decision on Monday 9 March.

The Committee -

1.  Approved the recommendations in paragraph 12 of E(81) 27

2.  Subject to consultation with the Chancellor of the Duchy of
Lancaster and Paymaster General and the Chief Whip, authorised the

Hin?s?er of State, Department of Industry to announce their
decision in an oral statement on Monday 9 March.

Cabinet 0ffice

6 March 1981

Gove Thmeny |

8t 4 ‘hb(
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SECRET
1. COAL TRIPARTITE DISCUSSIONS

Previous Reference: E(81) 7th Meeting Minutes

The Committee considered a memorandum by the Secretary of State

for Energy (E(81) 25) on his tripartite discussions on the coal
industry with the National Coal Board (NCB) and the National Union of
Mineworkers (NUM).

THE SECRETARY OF STATE FOR ENERGY said that the next tripartite
meeting would be on 11 March. His immediate aim was to conclude the
tripartite discussions as soon as possible on a basis which would be
helpful to moderate opinion in the NUM but would at the same time avert
any further bids from the unions for financial assistance. On the
tWo commitments which the Government had made in order to avoid strike
action, the NCB estimated that the cost of withdrawing the closure
Programe might be in the order of £150 million in 1981-82, on the
Assumption that after an interval they could return to an annual
‘flosure rate of 14 million tonnes a year; and that the cost of
import substitution in the year might be £60 million, though this
figure woulg depend on the outcome of current negotiations with the
z:“ral lj:lem-ici ty Generating Board (CEGB) and the British Steel
"EOTREion | (BSG) N Given the uncertainties surrounding these figures,

he -
U4 not volunteer them in the tripartite discussion; but, if the

Nuy
“eTe to press hard, he recommended that the NCB should be authorised




to tell them that their estimate was that the cost of the tygo
commi tments together would be in the range of £100~-£200 million.

To open the way to resuming closures at an annual rate of 14 milyg,,

)i n
he j“dged
1s at

tonnes a year, and to accelerating this rate subsequently'
that it would be necessary for him to make specific Proposa

the tripartite discussion for improved redundancy terms. ge woulg
then wish to lay an Order, providing for the implementation of those
terms, on 11 March, at the same time as an Order which he already
If this coulg
be done a single debate on the two Orders would suffice,

planned to lay on the Mineworkers' Pensions Scheme,
He was
discussing with the Chancellor of the Exchequer his Proposals for 4
scheme to provide grants towards the capital costs of converting
oil-fired industrial boilers so that they could use coal: such g
scheme would be useful in the current negotiations with the NUM, but
more important, it could be Jjustified in its own right as helpful to
private sector industry and as leading to public expendi ture savings
as a result of the reduction in the costs of financing coal stocks.
He was considering further whether some more financial support for
coal research might be found from within his Department*®
public expenditure Provision,
Chairman of the NCB had now reve
industry's cash requirements in
in excess of their External F:

S present

A further problem was that the

aled that he expected that the
1981-82 would be some £450-500 million

inance Limit (EFL), and that their
Tevenue account loss would be about £350 million. This indicated an

o fiemman B onbian for deating vit, s situation should remsi?
& separate matter for decision by the Government and the NCB; it would

i

them in the tripartite forum. He proposed:
S general financial arrange-
on 11 March, beyond repeating that

and the Government would be necessary.

jon the following were the main points made -
jscuss
was highly unsatisfactory that the Chairman of the

o Itl not revealed until the last week in February the sub-

e m.l;l deterioration in the Board's overall financial position,
SLwLihuugh he must have been aware of it earlier in the month
s the tripartite discussions were first called. This under-
wl.]end the need for a review of the Government's relationship with
::enau(,,mllq-d industries generally, including the provision of

te and timely financial information. Among other matters
adequa : )
he Board of any well run private company would expect to receive
the Bo ?
thly financial statements, and the Government should not accept
mon’ J

less from the nationalised industries.

b. The tripartite discussions should be concluded as soon as
possible and the wider question of the NCB's overall financing
requirements’ should be dealt with as a separate matter between
the Government and the Board. The Chairman of the NCB should
be left in no doubt that he should not table any further bids

for financial assistance in the tripartite discussions.

¢. Rather than offer substantial and generous improvements in
redundancy terms immediately, with no assurances on the resulting
rates of closure, it might be better to offer some improvements
initially to encourage the restoration of the basic closure
Programme, and then to offer more subsequently if there seemed

& real prospect of the rate of closures being accelerated. On

the other hand, there would be dangers in such a piecemeal approach.
There was no prospect of the NUM explicitly agreeing a national

Tate of closure now or in the future; and if they thought the
Government yere prepared to consider even better redundancy terms

i d
they could well refuse to agree to any closures until these h:h
been agreed. In the long run therefore the two stage approa

ght wel) Prove more expensive than the package presentl?
Proposeq,




d. Measures to reduce the level of coal imports shoulq B
concentrated on subsidies to the NCB to enable it to redyce
its own prices to competitive levels, .-\lthougg the Bsg
and the CEGB should be encouraged to buy more 'thaw/ the Nep
they should not be subsidised directly, and interference with
their existing contracts should be avoided. In thig way it
should be possible to reduce the risk of repercussions jp other
parts of industry by drawing a ring fence round the Subsidjeg
given to the NCB. It was noted that the Monopolies and MErgen
Commission would shortly be publishing a report Tecommending

higher, rather than lower, purchases of imported coal by the CEGp,

e. In so far as coal now in stock was not suitable for Power
stations, consideration should be given to exporting it at
whatever price was necessary to secure its sale. Although this
might lead to objections from other European producers, it was

better than continuing to bear the heavy burden of financing
large coal stocks,

f. It was essential to avoid enteri
beyond 1981-82,
Government !

ng into commitments going
Otherwise, quite apart from the cost, the
S scope for exercising a restraining influence in

th
e course of any subsequent, Degotiations would be reduced.
Apart from action on closures

= » imports and redundancy payments
o

er concessions should be kept to a minimum and, if made,

shoul. i iati
ould be used in negotiation to help avoid commitment for the
later years on the main issues

apparently generous redundancy

: closures at a time when modern

Pits, such y

o ;f g as Selby, were being opened and in order to get miners

it had :odbpit. B et e ing conditions. On the other hand
€ recogniseq that, while working conditions were bad

in £ i
many of the South Wales pits, there was no alternative employ?®
available in the Principali

TmS were necessary to Secure

ty, either in new pits or in other i

4

o g

[sEcreT]

oaHE MINISTER, summing up the discussion, said that the

THE WSl i “that, if the NUM pressed hard for the figures, it
cumml‘: 4mud" known at the tripartite meeting on 11 March that the
L‘u;}x{d pi'imu'“ of the cost of withdrawing the closure programme and
NGB 81 5

lacing imports was in the range of some £100-200 million for the
repld
3 ommi tments toge ther. The Secretary of State for Energy could
two C

forward proposals to the tripartite meeting for enhanced
PR
sundancy payments, subject to prior agreement on the details with
re o T
secretary of State for Industry, the Lord President of the Council

the

SR Chief Secretary, Treasury; and he could lay an Order to give

effect to those arrangements on the same day. His aim should be to

conclude the tripartite discussions of these issues as soon as

possible. He should, therefore, strongly discourage the raising of

any further proposals in this forum, and he should make it clear to

th; Chairman of the NCB, before the meeting, that this was his intention.

The Comnmittee were deeply concerned at the substantial deterioration in

the NCB's overall financial position, and by the Board's failure to

give warning of this in good time. This would be for further con-

sideration between the Govermment and the NCB, and should not be dealt

with in the tripartite discussions. In the meantime, the Secretary

of State for Energy should reach agreement with the Chancellor of the Exchequer

on his proposals for grants to encourage the substitution of coal for oil

in industrial boilers. Any further support for coal research and

development would have to be found within the Department of Energy's

The NCB should be encouraged

o reduce the financing costs of stocking by selling other types of

c0al in export markets at world competitive prices. Finally the

Comiittee vere deeply concerned at the defects in the relationship

::w::‘jz"’"mer‘lt and the nationalised industries generally, of which
1on which had arisen in the coal industry was the latest

ex i i
! SBle. " She was considering separately how these relationships might
€St be reviewed,

existing public expenditure provision.
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The Committee -

that the Prime Minister was considering )
6. Took not ““‘“w the pre tisfactory relationships
how b“,";lu(‘:‘]‘ nent and the nati ised industries generally.
: : twee
1l Approved the recommendations in paragraph 11 g and } of betw
E(81) 25.
2, Agreed that steps should be ta.ken.activelyAto diSCOurage
;);e National Coal Board from raising in the tripartite mEetiug,
and the tripartite meeting from discussing, any new issueg
beyond those which the Government was already commi tted to
discuss in that forum,
3. Agreed that the question of the revision of the
National Coal Board's financial outlook, their External Finance Linj;
and of any corrective action which might be called for, were
Dot appropriate to the tripartite discussions and should be
handled in the normal way between the Government and the
National Coal Board.
4. Agreed that any subsidies to secure reduced imports of coal
should be paid directly to the National Coal Board and not to
other industries,
5. Invited the Secretary of State for Energy -
i. to aim to conclude the tripartite discussions as soon
as possible and to avoiq the introduction of new elements
into them;
|
- g |
ii. Subject to clearance of the details with the
Secretary of State for Industry, the Lord President of the
Council and the Chief Secretary Treasury, to offer improved
redundancy terms at the tripartite meeting on 11 March and, | Cabinet 0ffjce
on the same day, to lay ap Order giving effect to those ]
arrangements; | b March 198;
|
iii. to discuss with the Chancellor of the Exchequer his
Proposals for grants t, encourage the conversion of
industrial boilers from 0il 4 coal use;
iv. to encourage the sale from stock of other types of
coal in export markets at competitive prices;
7
Ve %o circulate a Wemorandum on the overall financial
Position of the National Coa] Board, -
6






