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REGIONAL DEVELOPMENT GRANTS: POSSIBLE CHANGES

Memorandum by the Secretary of State for Scotland

1. I see very serious difficulty in the conclusions reached
by the Secretary of State for Industry in E(81)101 both in regard
to the possibility of denial of regional development grant:
to Sullom Voe and Flotta and to the possibility of a reduction
in the rate of RDGs in order to provide possible option cuts.

Sullom Voe and Flotta
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2, I accept the argument that payment of grant in the
is not an effective use of public money; and I ) -
I have no direct Departmental interest in |
expenditure in this decision.

::at grants will be paid. I note the Attorn
Deat' in relation at any rate to the publ
expal‘tment of 1Industry, a refusal to
sulc’gm‘liture grounds would be unli
tgsst‘ully in the Courts.
R, whether this view would
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pates of Grant
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4 hHoabout a decision against payment of gragt ;‘:: :}fe g::d
f?“terminals I am very much more concerned at the Possibilito
0il general reduction in rates of RDG. fThis is At h}"

o acute and direct
fm;ch ; hte:)ve ;,r;, such possibilityi.nteri,s,t ,:;,m ‘fi::," mio:t 5t’i°n81y
ppose ely mistaken to reduce industrial incentives a:o"; dti::
o industry is struggling through the worst recession since
wh! e Coming on top of recent increases in interest rates
E:is would undermine still further industrial confidence in
fe assisted areas and be an additional set back to any hopes
e had of modest recovery in the year ahead. From my own recent
:,lisit to the Unlted' States Awhere I met some of the companies
with whom we are in negotiation about possible developments
in Sscotland I know how finely balanced their decisions are and
indeed I was pressed very hard on several occasions to give
assurances about tbe _stabzlxty of our regional measures
particularly the availability of RDGs which are of course not
on a contractual basis. If we make a change in the rate now
1 am convinced that we stand to lose development from some
important companies who are at an advanced stage of negotiation
and others will quickly see how easily they can be c
changes in the rules and will therefore be much more
to consider investment here. Such instability serious:
the cost effectiveness of the money we spend on
industrial support.

Other Points

4. The Secretary of State for Industry c
on two other possibilities in his Paper
capital intensive projects from eligibility
an offset to the savings otherwise propo:
the period of "imposed deferment" of pa
4 months to 2. b

Eligibility of Capital Intensive Projec

2;nt11,agree with the arguments a
Thig nuing eligibility of capital
1ndeedis desirable for potential
Provy con_t1nuing eligibility o
colmi:ion is essential for Moss
mpoptmentS; and continuing elig
woulg po® o developments by
in Rpg € prepared, in order
State ~ porCP harsher than
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I wouiln the payment of RDGs, but

nt to off

2 e of resources offer this reduction as an off:
slblev::gs being contemplated.  The effect would be ttsx::
sz}irst year the offset would substantially exceed the
this nd indeed the 'saving" - yhich 4p my view would
savins'l threaten the stability of regional policy - would
Seriousy overtake the "offset! over the 1life of the present

ction in the period of
it does not seem to me

nt
Scarcel nt. I would very much prefer therefore that such
P"r“fxs should be applied to avoid a cut in the rate o
resou
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