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1. We have considered further the renewed

T proposal made
the Secretary of State for Industry in his % by

Memorandum
(B(81)115) for across-the-board reductions of two rcentage

i
points in the rates of Regional Development Grant ?ﬁbﬁ). It !
remains ocur view that such cuts would be extremely damaging,
and we invite our colleagues to agree thai the proposal should |
be rejected and that instead we shauld now consider leg tion ’

aimed at securing savings in RDG expenditure in a more defensible
and rational way.

2. The political repercussions of across-the-board cuts would
be very damaging. Our objections to the proposgl ar flmygma»
much based on the economic and industrial consequences
political effects. Inward investment is one of e
features in the Welsh and Scottish economies, ‘and it is
that we should consolidate and exploit the suc
achieved. 1In the face of intense competition |
¢ountries it is essential not only to maintain
of the incentives we offer to internationally
but alsp to preserve the elements of automaticit;
Y which overseas investors attach great IIIP}
feetings that we have had with American and
contemplating developments in the United
18 that they attach crucial importance to
ity in assessing the value of
Across the board cuts in RDG r
in our regime, leading to an
ely balanced projects and more
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disenchantment with what will be seen
unppcdictuhlc range of inducements. T
our crucially important inward inve
out of proportion to the savings ob

543 Reduced rates of RDG would also hit
Development and Special Development
time, when they are beginning to eme
since the war. Pressures on cash
and a cut in RDG rates could nip i
plans now being worked up.
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4. We entirely agree that the present RDG
from being wholly cost-effective, but withinaxt“rangeme ts 4
existing legislation little can be done RN le !
weaknesses of the present scheme. Rather u‘a;ln;nate the
damaging across-the-board cuts in RDG rates hol

to us necessary to legislate to remedy the ;)res\éfe\trer, it soy
by providing for example for tapering rates of lrl‘a geflciencm
defined thresholds on differentially lower rateg 0'1} aboye
certain capital intensive industries. Until ve gmsgf‘itin@ for
nettle any upturn in investment is likely to bring wli)thh!s
need to consider, again at short notice, measures to keelt;)&
expenditure within bounds. g

5555 We therefore invite our colleagues to reject the proposahh
for cuts 1n RDG made by the Secretary of State for Industry iy
E(81)115, and to agree instead thai we should look to new
legislative arrangements which would yield savings in R)G
expenditure on a more defensible and rational basis.
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