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10 DOWNING STREET

THE PRIME MINISTER 6 April 1981

Dear Mr. Campbell-Savours,

Thank you for your letter of 26 March about the
need for a full explanation of the decision to close
Distington foundry to be made available to the workforce.

In his letter to me of 23 March Mr. MacGregor refers
to his memorandum of 27 February to the Distington Joint
Representative Committee: this was one of the documents
which you sent me following our meeting on 4 March. It
seems to me that Mr. MacGregor has, in this memorandum,
given a very full and considered explanation of the
reasons which led the Corporation to decide on the closure
of Distington foundry.

I would be grateful if you would treat this letter,
together with my letter of 26 March, as a reply to the

large number of letters from your constituents on_ the
closure of Distington foundry which you have forwarded
to me in recent weeks.

Yours sincerely,

MT

Dale Campbell-Savours, Esq., M.P.




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 '769’]

SWITCHBOARD 01-212 7676
From the

Minister of State

PS/Norman Tebbit MP

Mike Pattison Esq
Private Secretary to the
Prime Minister
10 Downing Street
London  SWA 3 April 1981

B Midn

In response to your letter of 27 Iarch, I attach a draft reply
for the Prime Minister to send t¢ lir Campbell-Savours.

T also attach a copy of the document to which the reply refers -
Mr MacGregor's memorandum of 27 February to the Disti on
management and workforce. While this document cannot (nor does
it purport to) provide all the facts on which the decision to
close Distington foundry was based, it is a succinct explana-
tion of the main considerations. There will of course be many
other documents, internal to BSC management, which the workforce
may or may not have seen - including those leaked to

Mr Campbell-Savours at the end of last year and sent by him to
the Prime Minister - but the memorandum itself seems to provide
a perfectly adequate basis on which to reply.

We understand of course that the Prime Minister wishes to deal
personally with this swift come-back to her earlier letter.
However, if Mr Campbell-Savours persists (as on usual form he
will) and seeks to prolong the debate, you may consider that
the best course might be to transfer further correspondence to
my Minister.

\/M M,\
G
) e Mo —

PETER VMASON
Private Secretary

Enc’




DRAFT LETTER FOR THE PRIME MINISTER TO SEND TO: »

Dale Campbell-Savours Esq MP
House of Commons

London

SW1A OAA

Thank you for your letter of 26 March about the need for a
full explanation of the decision /£fo close Distington foundry

to be made available to the workforce.

In his letter to me of 23 Mafch Mr MacGregor refers to his
memorandum of 27 February to the Distington Joint Representative
Committee: this was one of the documents which you sent me
following our meeting on/ 4 March. It seems to me that

Mr MacGregor has, in this memorandum, given a very full

and considered explandtion of the reasons which led the

Corporation to deci on the closure of Distington foundry.

I would be gratefyul if you would treat this letter, together
with my letter of 26 March, as a reply to the large number
of letters from your constituents on the closure of
Distington foundry which you have forwarded to me in

recent weeks.
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Tan MacCregor 4 J K Dumigan’
: Mp R Creellin
cc Mr R Scholey
Mr D B Bray

27 February 1981

- DISTINGTON MOULD FOUNDRY

Thank you for your memorandum of February 13 and the enclosed documents.

1 do, of course, understand your deep concern regarding the closure

- of the above works and I have studied your arguments carefully.

However, they do not provide sufficient evidence for me to reconsider

the Corporation's decision to close the Distington Foundry.

In support of the Corporation's decision to close the Distington Foundry
I would like to draw your attention to the following important issues
affecting our decision. ¥ A _ '

1.. It is generally accepted by all concerned that the BSC no longer
requires three major mould foundries. Furthermore, demand for
ingot moulds will continue to fall throughout the early eighties
with the increasing usage of continuous casting. The fall in
demand, therefore, relales to a trend and not some cyclical require-
ment which could conceivably show improvement in the future.

After hzavy investment by BSC i:: slab casters during the last few
years, the next tranche of casting machines will be designed for
bloom and billet casting. This will further reduce the requirement
for smaller square moulds which have been, and remain, a major
product line for the Distington Foundry.

The costs outlined in the original rationalisation document were
‘those provided by. Distington personnel - in fact, Distington was
pressed to project forward any improvements they could visualise

for inclusion in the calculation. (There is no disagreement by
anyone in this respect.) ° : :

To suggest that these costs were not the responsibility of the
Distington workforce (management, staff and manual grades) cannot -
be sustained. Over the last three to four years all Corporaticn
employees have knownof the precarious financial position of the

BSC and have been exhorted to explore every possibility for improve-
‘ment. In this respect, the Vorkington area was no exception,

though the response to such manageient initiatives at Distington
has been, until most recently, comparatively lukewarm and uninspired.
This is despite the involvement of national union officials who
tried Lo cifect a greater change of heart on lhe shopfloor.

Costs included in the rationalisation docurent for Fullwoud and
Dowlais are current manufacturing standurds and reflect actual’
A

\
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Jan MacGreqgor ; ' Mr J K Dumigan
Mr R Crellin

performances. I have little doubt that both foundries can achieve
improvements and had they been asked to project these forward, and =
into the calculation, the gap in product cost would have been even
greater than that presently indicated.

It is acknowledged that when faced with 1mm1ntnt closure Dlstlngton
has finally, and belatedly, reduced costs; however, a gap still -
remains and this is without taking into account point number 5 above.

Quite apart from any weighting given to the efforts of the employees
" there are basic differences of plant configuration between Fullwood
and Dlstlngton, thch glve Fullwood Lhe advantage on costs i !

f (a) Fullwood's furnaces were de31gned to melt rapldly unbroken'
moulds, saving breaklng costs and tlme._A e e

(b) Fullwood's electr1c1ty charges are lower than Distington's due
to the availability of hydro-electric power in Scotland.

(c) At the projected levels of loading the Fullwood facilities will
be almost fully utilised with optimum recovery of overheads.
This would not be so in the case of Distington.’

In addition to the cost and labour advantages there are other beneflts
in retaining Dowlais Foundry:- :

(a) Their qua31 flake moulds are seen as an excellent product by .
their major customers, Port Talbot and Llanwern Works.

(b) This moold has only been in production some three years and is
already competitive on mould cost per tonne. Given the same sort
of improvement curve achieved when developing the straight
haematite mould it would be most surprising if current costs were
not substantlally 1mproved over the next two or three years.

Trial quantltles of quasi flake moulds from Dowlais are already
in service in the United States and should, therefore, provide
Dowlais with a reasonable and profitable export load in the next
year or so, again helping to utilise fully their facilities.

It must make sense, whilst a rcasonable load reimains, to retain
both a cupola and a cold charge channel furnace route - the one
supplying new iron to the system and the other consuming scrap
moulds. ; :

There is no case for injecting fresh tCV—pu)EPS‘ money into Distington
to improve facilitics when ex1st1ng capacity is alreedy in excess oF
requirement and where that imbalance will steadily increase. in the

future. 2
s
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HacGreqgor 1 Mr J K Dumigan
: “Hr R Crellin

It is, of course, casy in hindsight to question the original development
programne for the mould foundries, involving as it did considerable
capital injection.” The facts are, however, Lhat the BSC assumed, along
with the rest of the world, a continuing high demand for steel through
the eighties, a much stronger UK manufacturing base and a slower growth
in the continuous casting process. None of this has happened and,
therefore, contraction of the BSC's foundry operation has become
inevitable. o4 -

Whilst monies may need repaying to Government on account of rules
governing the iron foundry grants scheme, it is less costly to do this
than retain three under-utilised foundries or retain only two but .
include the Distington higher cost route. = .. . . "= .= : '

It is disappointing to receive no formal retraction of allegations that
FFE management deliberately mis-used information to prove the case for
closing Distington, particularly in view of the time and effort spent
by their management in ensuring all relevant facts were brought to your
representatives' notice. ' : '

The inference that Scotland and Vales have been given favoured treatment
in respect of foundry closures would be a serious misrepresentation of
the facts. Over the last two years the size of the BSC workforce has
been reduced substantially and Wales and Scotland have borne the
heaviest burden in this respect. : ;

Closures, with resultant unemployment, are not lightly sought by BSC
senior management, who are only too well aware of the hardships and
“family upsets that this can ¢reate. It is because of this that they
have supported the provision of substantial severance payments to

redundant employees. , : :

I have given considerable time and thought to the issues raised by your
memorandum and I have re-examined a number of factors and sought further
detail from Mr Bray and his team. Following this re-evaluation I am still
convinced that the foundry at Distington should close. -

1 do not believe that it would be constructive or appropriate to agree to
an independent enquiry not least because its findings would need to be
acceptable to both Dowlais and Fullwood. Both these works are currently in
possession of all the facts available to you and are, therefore, aware of
the costings submitted by the three parties and the disparities that exist.
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10 DOWNING STREET

From the Private Secretary : 27 March 1981

I enclose a copy of a further letter
the Prime Minister has received from
Dale Campbell-Savours, MP, about Distington
Foundry.

I would be grateful for a draft reply
for the Prime Minister to send to Mr Campbell-
Savours, to reach us here by Friday 3 April,
if possible.

Peter Mason, Esq.,
Department of Industry.
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10 DOWNING STREET

PRIME MZQISTER

/

This is a further letter
from Dale Campbell-Savours about
Distington Foundry.

We will let you have a
draft.

AT

27 March 1981




HOUSE OF COMMONS
LONDON SWIA OAA

26 March 1981 ;
i
PN

The Rt Hon Margaret Thatcher MP
Prime Minister and First Lord

of the Treasury
10 Downing Street
LONDON SW1

Dear Mrs Thatcher

Thank you for your letter which I received one hour
ago regarding Distington Foundry.

You did refer during your conversation with me, to
the need for the workforce to be made fully aware
of the reasons why the closure had to take place
and your letter does not make it particularly clear
as to what all the reasons are for the closure.
Wwhat your letter does do is say that Mr MacGregor
makes 1t clear that he is satisfied that the right
decision has been taken and that the Management
assessment which lead to it was fair and correct.

I would be grateful therefore, if you could let me
know whether you are satisfied that all the facts
have been made available to the Distington workforce,
or are there other facts which have not been made
available, that as I understand it was one of the
guestions you intended to raise with Mr MacGregor.

Yours sincerely

b berk

DALE CAMPBELL-SAVOURS MP

(Dictated by Mr Campbell-Savours
and signed during his absence)




10 DOWNING STREET

THE PRIME MINISTER 26 March 1981

Dear Mr. Campbell-Savours,

When you came to.see me on 4 March you explained your
concern about the decision which had been taken by the British
Steel Corporation to close their new ingot mould foundry at
Distington. You told me that you understood that the decision
to close had been taken by the management of the BSC FFE Group,
which does not include Distington foundry, and that both
management and workers at Distington believed that the decision
had been made on the basis of an unfair assessment of the
past performance and future potential of Distington foundry.

Norman Tebbit, who was present at our meeting explained
that he had already asked Mr. MacGregor about the Distington
decision, and that the Government could not cross-examine BSC

managers without undermining Mr. MacGregor's authority.

As I agreed at our meeting, I wrote to Mr. MacGregor to
ask him whether he personally was satisfied with the decision
which had been taken at Distington. I attach a copy of
Mr. MacGregor's reply. You will see that in it he refers to
one of the documents which you sent me following our meeting,
namely his letter of 27 February to the Distington Joint

Representation Committee.

In his letter to me, Mr. MacGregor makes it clear that he
is satisfied that the right decision has been taken and that
the management assessment which led to it was fair and correct.

As I explained to you, the Government cannot intervene and
overturn decisions which have been taken by BSC management.
In this case there is no doubt that there has to be a cutback

/in BSC




in BSC foundry capacity, and since Mr. MacGregor has now
assured me, as he has I understand also assured the Select
Committee on Industry and Trade, that the decision to close
Distington was soundly based, I do not believe there are any
grounds on which the Government can intervene further in this

matter.

Yours sincerely,

MT

Dale Campbell-Savours, Esqg., M.P.




10 DOWNING STREET

THE PRIME MINISTER 26 March 1981

Dear Mr. MacGregor,

Thank you for your prompt reply to my
letter of 19 March about Distington foundry.
I am grateful for your personal assurance ‘
about the decision to close this foundry,
and I have passed a copy of your letter
to Mr. Campbell-Savours saying that in the
circumstances I do not believe there are any
grounds on which the Government can intervene

further in this matter.

Yours sincerely,

MT

Ian MacGregor, Esq.




25 March 1981

I attach yet further correspondence
the Prime Minister has received about
Distington from Dale Campbell-Savours,
M.P. I do not think it adds anything

to the arguments wihich have already been
deployed.

P.E. Mason, Esqg.,
Department of Industry.
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 '769’]

SWITCHBOARD 01-212 7676
From the

Minister of State

PS/Norman Tebbit MP

Ge
4

Nick Sanders Esq ab Napeh: ¥
Private Secretary to
the Prime Minister

10 Downing Street
SW1 e ﬁ?/
N e =)

As requested in your letter of 24 lMarch, I

am now enclosing draft letters for the ’
Prime Minister to send to Mr Dale Campbell- 15-3
Savours and to Mr Ian MacGregor. These have

been approved by Mr Tebbit.

\
LA
PETER MASON
Private Secretary




DRAFT LETTER FOR THE PRIME MINISTER TO SEND TO MR DALE CAMPBELL-
SAVOURS M.P.

[
/
/
|

When you came to see me on 4 March you’explained your concern

about the decision which had been takén by the British Steel
Corporation to close their new ingo@fmould foundry at Distington.
You told me that you understood tha% the decision to close had
been taken by the management of thé BSC FFE Group, which does

not include Distington foundry, gnd that both management and
workers at Distington believed that the decision had been made

on the basis of an unfair assesément of the past performance and
future potential of Distington foundry.

Norman Tebbit, ind 3 who
was present at our meeting gkplained that he had already asked
Mr MacGregor about the Distington decision, and that the Government

could not cross-examine BSC managers without undermining

Mr MacGregor's authority.

As I agreed at our meeting, I wrote to Mr MacGregor to ask him
whether he personally was satisfied with the decision which had

been taken at Distington. I attach a copy of Mr MacGregor's reply.
|
You will see that in it/he refers to one oﬂtpe documents which

!




you sent me following our meeting, namely his letter of 27

February to the Distington Joint Representation Committee.

In his letter tome, Mr MacGregor makes it clear that he is
satisfied that the right decision has been taken and that the

management assessment which led to it was fair and correct.

As I explained to you, the Government cannot intervene and

overturn decisions which have been taken by BSC management. In
this case there is no doubt that there has to be a cutback in
BSC foundry capacity, and sinée Mr MacGregor has now assured

me, as he has I understand glso assured the Select Committee on
Industry and Trade, that tﬂé decision to close Distington was
soundly based, I do not believe there are any grounds on which

the Government can intervene further in this matter.




DRAFT LETTER FOR THE PRIME MINISTER TO SEND TO MR MACGREGOR

Thank you for your prompt reply to my letter of 19 March about

/
Distington foundry. I am grateful for &our personal assurance

|

about the decision to close this foundry, and I have passed a

copy of your letter to Mr Campbell-Savodrs saying that in the

circumstances I do not believe there are any grounds on which

the Government can intervene further in this matter.




10 DOWNING STREET

From the Private Secretary . 24 March,1981

I attach copies of three further letters, together with
associated correspondence, which the Prime Minister has received
today from Dale Campbell-Savours, MP, and a letter she has
received from Mr Ian MacGregor.

The Prime Minister has to face a question, which will be
reached, from Mr Campbell-Savours on Thursday afternoon this
week. I think it is desirable, if it can be achieved, that she
should write to Mr Campbell-Savours tomorrow night. I should,
therefore, be grateful if you could let me have a draft reply
for the Prime Minister to send to Mr Campbell-Savours, taking
account of all the correspondence we have so far received from
him and his office and Mr MacGregor's letter of 23 March.

Please let me know by telephone if there are difficulties
about this.

The Prime Minister should also send a personal reply to
Mr MacGregor. I hope that it may be possible for you to let us
have a draft reply by tomorrow night as well.

N [l; SANDERS

P E Mason, Esq
Department of Industry
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British Steel Corporation : ' 26th September 1980

Forgeé, Foundries & Engineering

INGOT MOULD FOUNDRY RATIONALISATION REVIEW

SEPTEMBER 1980

Summar

The future demand for ingot mould production is reviewed
and the manufacturing costs of the available process routes are

evaluated.

The foundry configurations for different levels of demand

are identified and the operating costs compared}.

It is possible to reduce tﬁe number of manufacturing sites
to two when steel production falls below 12 million tonnes but
the capabilities to react to fluctuations in demand would be
limited and the timing of any further closure, therefore, requires

careful consideration.

However, there is a potential saving of up to £8m next year

if agreement to move to option 2(b) is achieved in the near

@o@*még“

future.
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‘ % INGOT MOULD FOUNDRY RATIONALISATION REVIEW

Liquid Steel Make

The 'Steady State' was defined in April 1980 as a liquid steel
requirement of 15m tonnes and would be distributed among the
various works an annual rates, established for Quarter 4 1980/81.

The steel tonnages defined this way are:-

Total Continuous Cast Ingot Mould Route
K Tonnes p.a. K Tonnes p.a. K Tonnes p.a.

Scotland 2,028 1,500 528
Scunthorpe 3,696 ; 692 3,004
Sheffield 2,240 : 2,240
BSC Holdings 380 - 216
Teesside‘ BRSO0 1,748
Wales 2,784 - 2,784

Tubes 300 - 300

TOTAL % a4 onn 4,108 10,820

Recent falls in liquid steel demand make it necessary to assess
tonnages of liquid steel that would be produced on' the ingot mould
route at a number of datum points recognising:-

(a) reduced economic activity affecting all products to a similar
degree, : A 5ol

(b) the current distribution of lower demand with greater reductions
on wide products. ;

LIQUID STEEL ON INGOT MOULD ROUTE

Even Reduction in Greater Reduction
Demand for all on wide products
Products (Sept.80 position)

TOTAL DEMAND

K Tonnes p.a. K Tonnes p.a.

15° MTPA Liquid Steel 10,820 10,820
'Steady State'

12% MTPA Liquid Steel 8,254 9,424

10 MTPA Liquid Steel 6,088 6,951




consumption Rate of Ingot Moulds & Bottom Plates

currently, 75% of ingot moulds supplied are hematite, most of the
remainder are 'quasi flake' and a small rumber of S.G. moulds have
been supplied ex stanton. f ¥

TuanmasThE modifiéd graphite moulds (quasi flake or s.G.) are giving a
o 20% longer service life and the objective is to increase the

sans _manufacture of this type of mould to 50% of the total make in the
fﬁfﬁ;short to medium term.

th/ﬁbmg,uow(élt waceeh .
A further factor is a proven longer 1ife of Fullwood moulds using
the new equipment in the redeveloped foundry.

standard ingot mould and bottom plate consumptions, current rates
of usage and the probable future usage patterns are set out below.

Planning Staﬂdard current Actual Potential

KG/Tonne KG/Tonne KG/Tonne
Sscotland 27218 , 2198 19,78
scunthorpe 1272 s (£ | 1. 22
sheffield 153859 15082 i 14.03
BSC Holdings 21879 PALF'S ' 19.61
Teesside - 19.C1 19.88 17,89
Wales 18.61 1720 197520
Tubes 14.50 14.50 14.50

Weighted Average  16.78 o 5o 15.09

e

-~

small Moulds to BSC Plants and to Private ‘Sector Steel Plants

Renishaw Foundry makes small moulds and plates for BSC plants and
Stanton make moulds for Tubes - they would continue to do so and

Renishaw would remain the principle suppliers to the private
sector.

Five hundred thousand tonnes of the BSC liquid steel make

indicated above will be serviced by moulds and plates from Renishaw/
stanton under this arrangement.

Eggorts

Basic strategy for the operation of ingot mould foundries is
founded on meeting the demands of BSC steel plants only.

Exports currently running at 14,000 tonnes per annum would.
continue partly at Renishaw and possibly as a filler to the foundry
configuration determined to meet BsC's demand.
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(cf,Alternative Operating Capacity Levels

\

Cagacitz . LofCapital
Tonnes P.A. £K

At Distinqton using
Cold Metal !

15 shift Operation 57,500
15 shift with Pre-heating 65,500
15 shift with Pre-heating

and Second Inductors 110,000
21 shift with Pre-heating 86,500

At Dowlais

Concentration of Operations

‘into one Foundry Building

At Fullwood

Increase Manning by 18 to

Capacity at Single Furnace

Working 56,000
Increase Manning by 86 and

Operate both Furnaces 75,000

Distington foundry produce a higher proportion of small
moulds; if the foundry configuration selected excluded
Distington and allowance of approximately 10% of the
transferred tonnes would be required to be made in
matching capacity to demand.

Theoretically, capacity at Fullwood could be extended by
21 shift working. This would be expensive in overtime

and production time lost for maintenance, further the
experience in the area of 21 shift working with it's
social consequences renders it unlikely that such a
method of working would yield significantly higher outputs
or lower costs.

Foundry Costs - Hematite Moulds

‘The following cost data is based on raw material prices curreﬁt
at lst August 1980 and are aligned to the production of a 16 tonne

ingot mould.

Z«LL\.U Froad ek mhl K mal bny of Orevyn b 5 ot

Please see table overleaf.




.Qd & Bottom Plate Demands for the Three Major Foundries

Ingot moulds and plate production is now based on Distington,
Dowlais and Fullwood foundries, Demands on these foundries at
planned rates of consumption are assessed as being:-

-

If Demand If Greater Reduction
Fluctuations are | in Demand for Wide
Evenly Spread Products

Mould & Plate Mould & Plate
Tonnes Per Annum Tonnes Per Annum

15, MTPA Liquid Steel Make 3725900 172,900
fee bl 2S5 -

125 MTPA Liquid Steel Make 98198000 = | 150,900
10 MTPA Liquid Steel Make - 96,400 110,800

No allowance is made in these figures for short term fluctuations
in demand caused by restocking etc.

Mould consumptions could potentially be reduced by 10% from the
figures shown by extending the use of modified graphite moulds
referred to in Section 2,

By 1983/84, demand for moulds and plates will be further reduced
by not more than 20,000 tonnes per year following the introduction
of continuous casting machines at Templeborough, Stocksbrdige and
Port Talbot.

Manufacturing Capaéities - Major Mould Foundries

(a) Gross Capacities
Distington - Hot Metal Route - 146,000
Limiting factor is furnace capacity

Distington - Cold Metal Route 75,000
Limiting factor is furnace capacity

Dowlais - 80,000
- Limiting factor is drying stove »
capacity and space

Fullwood 82,000
Limiting factor is space

Currently Manned Capacities

Distington - Hot Metal Route 126,000
Dowlais - 50,000
Fullwood ' 46,000
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Output Costs Per Tonne
Level

t.p.a. Fixed Variable Total

Distington L/ .'J/

15 Shift Hot Metal 126,000 : ; 383062

15 shift Cold Metal o

Minimum Capital 57,500 |, . . 162560

21 shift Cold Metal >~ ; 74
Minimum Capital 75,000 - 65, -0 147.42

Dowlais
15 Shift Capacity 7 : - 128,28 =

15 shift As Currently '
operated 144.98 @a(

Single Foundry
Operation ; 5 . 9130 098 Jer

Fullwood

Shift 2 Furnace " ' ; 5 33 TR b

shift Single P ﬁ
Furnace Maximum \__,L//// . 12554

Shift Single
Furnace as currently
operated 46,00?/

Notes on Cost Data (Hfﬁxzs ™MATo

1< F
The Distington mix is more cog£T2x and covers a wider range
than the other two foundries. Across a full size range the
Distington disadvantage may be reduced by about £5 per tonne.

The cost figures shown for Distington at 75,000 and 57,500
tonnes, are theoretical, assume reductions in foundry manning
of 33% from present day levels to produce at 75,000 tonne
rate and 59% to meet the 57,500 tonne rate. Assumptions are
made that overheads charged to the foundry will be reduced
plus the elimination of overhead on the blast furnace costs
qurrently charged to the foundry through hot metal price.

A detailed statement on the reduction in overhead will be
k prepared by Cumbria Works Management.

Dowlals have operated at both the 80,000 t.p.a. level and
the 50,000 t.p.a. level and their costs represent what has
been done evaluated at 1lst August 1980 prices. The costs




shown for 35,000 t.p.a. are theoretical as single foundry
production has not so far been adopted.

Fullwood figures at 46,000 t.p.a. are actuals rated at

1st August 1980 prices. The 56,000 t.p.a. figures carry
additional manning and tonnage variable costs but with
lower electricity costs per unit from the 46,000 t.p.a.
level. The 75,000 t.p.a. costs are similar to the S.E.
Scheme but with lst August 1980 prices and overhead levels.

Transport Costs - Mould Foundries to Steel Works

Fullwood Dowlais Distington
£ per Tonne | £ per Tonne | £ per Tonne

Ravenscraig 130 12260 5.50<27
Teesside 7,54 8,76 5.00 9
Scunthorpe 1173 7.89 6.00 43|
Sheffield/Rotherham 9.98 7.56 6.00 /9

Llanwern Vs 16,08 3.25 9.50

Port Talbot 16.28 2.93. 9.50

qo 7‘ Savnd ALe ™ M—]
The costs shown are approximate road haulage rates for 16

“ . . 3 p\-f
tonne moulds, more accurate information would requ1re?lf9¢f e

quotations and detail of possible return. loadings. On the
latter aspects, some advantage may possibly accrue where a
higher proportion of used moulds are returned to the
supplying foundry. '

Conclusions

(1) 15 MILLION TONNES PER YEAR LIQUID STEEL MAKE

A maximum of 172,900 tonnes of ingot mould and bottom
plate required, this can be met by:- :

(a) current manning and facilities at

Distington - Hot Metal
X 15 Shifts 126,000 t.p.a. capacity

Dowlais - Current

Levels

15 Shifts 50,000 t.p.a. capacity
Fullwood - Single i

Furnace .

15 Shifts 46,000 t.p.a. capacity

TOTAL ' : 222. 000 " "

Cost - £31.1m p.é.




(b) with the closure of Dowlais:

Distington - Hotel Metal
: 15 shifts 126,000 t.p.a. capacity
Fullwood - Single Furnace 7

Maximum Capability 56,000 t.p.a. capacity

PR

TOTAL , a2 000D ="

————————

Cost - £29.1lm p.a.

with the hot metal route at Distington closed demand
could be met with between 5.5% spare capacity and
possibly more dependent on progress made on the
introduction of modified graphite moulds by:-

" pistington - Cold Metal
15 shifts : 57,500 t.p.a. capacity
Dowlais - Current Levels
15 shifts - 50,000 t.p.a. capacity
Fullwood 2 Furnaces 3
15 shifts 75,000 t.p.a. capacity

B

TOTAL 182,500 " "

Cost - £23.9m p.a.

A decision has already been taken to close the hot metal route.
Option (¢) offers considerable financial benefit - £7.2m per
" annum over current arrangements and retains a capability to
‘expand production to service liquid steel demands of up to

20m tonnes per year. .

12% MILLION TONNES PER YEAR LIQUID STEEL MAKE

A maximum of 150,900 tonnes of ingot mould and bottom plates

are required. This can be met by :-

(a) Current manning and facilities which allows 47% spare
capacity.

Distington - Hot Metal 126,000 t.p.a. capacity
15 shifts : :
Dowlais - Current Level 50,000 t.p.a. capacity
15 shifts
Fullwood - Single Furnace 46,000 t.p.a. capacity
15 shifts

————

TOTAL 222,000

Cost - £29.0m p.a.




c. (b) Putting Distington on 15 shifts using the cold metal
route, reducing capacity at Dowlais to the use of single
foundry and manning up for 2 furnace operation at
Fullwood. This would allow a miaimum of 11% spare
capacity.

Distington - Cold Metal 57,500 t.p.a. capacity
15 shifts i

Dowlais -~ Single Foundry 355000 Gip.at capacity,
Operation :

Fullwood - 2 Furnace 75,000 t.p.a. capacity
15 Shifts

TOTAL . 167,500

Cost £20.9m per annum

Close Distington and work Dowlais and Fullwod at capacity
levels. This wmld leave virtually no spare capacity
unless mould performance improved by the extension. of the
use of S.G. moulds (Section 2 of this report refers).

Dowlais -~ 15 Shifts 80,000t pra...capacity.
Maximum capacity

Fullwood - 2 Furnace 75000t P s as i capacity
g5 Shafits

155,000

Less adjustment to capacities
for small moulds transferred
from Distington 4,000

TOTAL 1515000

Cost - £18.7m p.a.

Close Dowlais and work Distington and Fullwood at
capacity levels. As in (c) above, there would virtually
be no spare capacity unless mould performances improved.

Distington - Cold Metal 75,000 t.p.a. capacity

: 21 Shifts

Fullwood - 2 Furnace - 75,000 t.p.a. capacity
15 Shifts ' '

TOTAL 150,000

The balance of 900 tonnes required to service a steel
make of 12%m tonnes per annum could be made in overtlme
at Fullwood if necessary.

Cost - £19.9m p.a.




Option (c) has the lower annual cost but it has the following
disadvantages: -

- If demand rises much above the 12%m t.p.a., liquid steel
level, mould production capability would-not be available
without significant capital spending and some delay. The
situation will be eased when the new continuous casting
machines come into service.

The Regional Development Grant and Ferrous Foundry Grant
received for the Distington Development would be at risk
- amount £4m.

To make the full range of moulds current made at Distington.
would probably require some capital expenditure and some
enhancement to production planning and control systems at
the other foundrles.

The long-term development of continuous casting may
ultimately reduce demand to a level that could be met by
one foundry - Distington is best equipped to meet the
probable product mix in that circumstance.

Option (d) has the similar disadvantage to (c) of not being
able to cope with mould requirements for steel makes in excess

of d2=m. t.p.a.

The £1.2m p.a. cost disadvantage of option (d) over (c)
must be weighed against:-

- No capital expenditure requirements and no risk of having
to pay back up to £4m in grants.

All moulds made in foundries accustomed to the mix of
products that they would be called upon to make.

The advantage of retaining the versitility of Distington
Foundry for the sole survivor role is long-term steel plant
developments.

Distington fixed costs are £1.8m greater than Dowlais
- there may be potential to reduce this difference.

Option (b) shows an £8.1m p.a. advantage over the current
practice, retains a capability to service steelmaking up to
20m t.p.a. but is £2.2m p.a. more expensive than option (c).

A decision on the best option cannot readily be made until the
forecast demand beyond 1981/82 is more clearly appreciated.

10 MILLION TONNES PER YEAR LIQUID STEEL MAKE

Maximum ingot mould and bottom plate requirement of 110,800
t.p.a. This could be met by:-
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Retaining al
cqpacity manning leve
system.

Jisi]:

Distington - Cold Metal
15 shifts
- Single
Foundry
15 Shifts
-:Single
Furnace
15 Shifts

Dowlais

Fullwood

TOTAL

Operate Distington on 15
single furnace maximum ou
capacity.

Distington - Cold Metal
15 Shifts

- Single
Furnace
Maximum

Fullwood

Operate Dowl
2 furnaces allowing

Déwlais
15 Shifts

Fullwood — 2 Furnace 15

TOTAL

A case cannot be made for oper
at this output level.

while option (c) shows cost advantage,

eroded by equipment purchase/t
making option (p) more desirab
if demand does
review will be necessary as th
ibility considerations may €ro
of option (c) over option (b)
working.

1 three foundxr

ais at present
12.8%

fall to this level,

:es on their lowest
eaving 25%. spare in the

-

57,500 t.p.a-
35,000 t.p.a.

4@,000 t.p.a.

——————

138,500 t.p.a.

Cost - £17.3m p.a.

shifts and Fullwood on a
tput allowing 2%% spare

57,500 t.pD.a%s

56,000

—————

113,500

————

Cost - £15.7m p.a.

t.p.ae.

oy o) S U

level and Fullwood on
spare capacity.

- Current Arrangement

50,000 t.p.2a.
hift 75,000 t.p.a.

————

S
125,000 t.p.a.

Cost £14.3.m p.a.

ating more than 2 sites

this may be
fer .cost considerations
It is suggested that
a more detailed
e capital/redundancy/flex—
de the apparent advantage
at the very low levels of

rans
le.




Manning Implications

The foundry manning levels and productivity indices for the various
options are indicated on Appendices 1, 2 and 3 attached.

It should be noted that Distington shares the.use of workshops,
services and functional services and overheads with other activities
on the Chapel Bank and Moss Bay sites, the cost of three services
are included in the main body of the report but the number of people
employed in them are not shown in the appendices.




FOUNDRY MANNING/PRODUCTIVITY LEVELS

Distington Foundry

126,000 tpa 75,000 tpa | 57,500 tpa
Hot Metal Cold Metal Cold Metal
15 Shifts 21 Shifts 15 shifts

Tonnes/ e Tonnes/ Ml Tonnes/

A Man Year Man Year Man Year

Melting 41 37073 32 2,344 28 2,058
Moulding 467 . ' -419 446
Finishing 1,286 1,316 1,150
Maintenance 808 #1662 522
Pattern Shop 6,000 6,818 6,389

Staff 1,615 1 B oy o) A 15337

TOTAL 190 169 156




FOUNDRY MANNING/PRODUCTIVITY LEVELS

DOWLAIS FOUNDRY

80,000 t.p.a.
maximum
capacity
15 shifts

50,000 t.p.a.
as currently
operated
15 shifts

35,000 t.p.a.
Single
Foundry

tonnes

Men 8
man year

tonnes
man year

Men

tonnes’
man year

Melting
Moulding
Finishing
Maintenance
Pattern Shop

staff

Total

Services

TOTAL

18 4,444
544
3,885
748
20,000

800

Ni6n el A5
467
2,632
595
16,667

633

2,500
603
2,500
500
17,000,

522

200

2,424

162

1,852

455

A D22

184

149

141




APRENDIX "3

FOUNDRY MANNING/PRODUCTIVITY LEVELS

FULLWOOD FOUNDRY -

7.5, DODMES A 56,000t pLas 46,000 t.p.a.
2 Furnace Maximum Current
15 Shifts Single Loading

Furnace Furnace

Tonnes Mer Tonnes Tonnes
man year man year man year

Melting 6,250 4,667 3,833
Moulding 721 Tag 741
Finishing 2,027 2,154 1,917
Maintenance 2,419 1,931 1,769
Pattern Shop < 25,000 18,667 15,333
Staff 2y 1,931 1,586

Total 338 322 295

Services 4,688 4,667 3,833

TOTAL : 315 301 274
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Teesside Division

Lackenby Voiks

1§j§/292€ﬁﬁ€;—;§éo
_

With the proposed closure of Distington Foundry scheduled for
sometime in 1981, a comparison of the alternative supplying Foundry,
j.e. Fullwood, for two separate periods, namely the financial year
1979/80 (9 months) and the most. recent period the 6 months April -
September 1980, are showvm below:- 5

NB  Only 6 lould Types are compared as there was no direct
comparison of L26, L34 and 152 lioulds. i

1979/80 (9 months)

Moulds Scrapved Av'ge Life Consumntion Ke/t

Distington 468 71.10 © 16.18
Fullwood 144 L6.03 25.40

1980/81 (6 months)

Distington 255 66.24 16.46
Fullwood 186 52.51 23.11

Using the figures for 1979/80 (9 months), had all the loulds purchased‘
during that period been from FeEkmsss Foundry a further 247 Moulds at
a net cost ‘of £647 '7-@0 yould have been required for the same number of )

Ingots. i3

Despite FEEwood F'o.undry mainteining that perfofmance would approach that
of Distington Foundry during 1980/81, the first 6 months indicate that
for the full financial year had all lioulds been purchased {rom Sumeeesd
Foundry a further 246 lioulds at a net cost of £637 257 would have been

required.

e e L

The additional net cost to Teesside for Moulds for the year 1981/62,
assuming the same level of improvement, if all of thece lioulds derive
from Fsmmmetsundry, will be in the order of #£550 000. It is also
evident that vhereas in 1979/80 a settlement of £71 000 was obtained
from dgetmemd Foundry for a part acknowledgement of loss of average
lould Life compared with Distington Foundry, this type of claim will
not be feasible with the demise of Distington Foundry.




o 2 — ._ .‘6.12.80

It is unlikely that F{axgédd Foundry can improve much further,
particularly as the bulk of the high consumption Slab Type Houlds

- have recently been concentrated on Distington Foundry because of the
dismal performance of those obtained from Fullwood, and should these be
again manufactured at Fullwood then there could be a reversal of the
recent improvement. Tt would appear therefore, that the net cost
to Lackenby for loulds would increase by at least £550 000 per annum 5
on the closure of Distington Foundry, assuming a similar Ingot tonnage and
mix as currently pertains.

There is no similar comparison for Bottom Flatese.
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Cupics:
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X AR
INGOT MOULD FrRFORMANCE B8 10
With reference to our r1ecent exchance of correspon;§;ce
on the basis of our relastionship for ingot mould supply, I
cnclose Getails herewith of a claim based upon the understanding
rcached in our meeting.on July 20th 1978.

'

-

T wioulcides s e tiatiiinel sk ctiancer ofifiihe "clasimasicn no
vay connected with the nouvlcés sopplied during the engincers'
sirike wnich we both aoreed establicshed & foice mejeure
citvation which lies outside our normal contractuval
relationship.

The surmmary of our cleim is as follows:

Movld Type - 24" OE

Supplying Foundry Number Claim

G e miion ) 25511 o R =650
l=znéore 107 ‘ - £17 467

movld Tvpe - EL125

Senplving Foundry Kurmher

Sienton A 38
J.endore 4

400

I should be clad if you would give this claim your
c=reful consideration and I am sure it wovld be helpful -
3T llie recessamyy financial adiustments can b2 nzde bzfore ®
1he’ ycar end. \!




¢ 9 t?
AR 105 B \'4.81 10 ]lane J /4/80
33 m}d poxfo-mum'e cx~cInding nochaniced e Nooe ond
t«rmzno 6 {cct Causos o[ 1uJ1U’C.x\

24" op

Iswvey o
R e
Distinoton 126 : £7.00 -
Renishaw o - 5 54 85. 60
Stantion . 25 4 s
l.endoxe : 3 3 322

Bid2d

Distington =’ AR AR R FB Ay deetn ) 37 92513
_Eenishaw Fe 3t 383 ¥5,75

tenion 724 7353
l.angnre 257 G225
Dowlais ' £96 70.86

Ez:sed cn the g antce of perforn~nce matiching thet of
our nowinated fcundry (i.e. Distincion) as l&id Sown in our
agrecn=2nl on policy Gated E.8.7E8 (cection 7) the 7ollowing

claims sZezinst Stenton and Landnre ere calcoulated s followss

= —
—— L -y
ot
e g

25Y 5 {87 = 75.71)%% 5. 2T > £198.20
&7 s 2 -

= 4£332570.31

AOY T
B/

= £17

(.4117 > 1198.20

120,21




ERITISH STEEL CORFORATION
SHLEFIELD DIVISION — ROTHERHAM WORKS

Memoiandum From CE Gy To M ity Barnaby

CC/FH 1Dae 19th December 1979 .

€ BE3  Y0%E

L;ﬁoﬂg. CARCO T

You will recall the meeting we had with F.F.E. where it
was stated that Distington would be our main supplier of moulds
and if they could not supply they would be responsible for goimng
tc alterpative suppliers and that we would be guaranteed
Distington standard lives from alternative suppliers. The
attached is our performance at Templeborough for the first eicht
perlods7of the year and I would, therefore, likxe you to procress
@ claim‘on Distington for.

(2% c
£19 983 from Stanton and/———/ cnlz MM e Coddld:

ko) 510 from Landore
0]1»-— U
onLubehal i of ¥2AN O SINTMonl as

,4"500'/

AND

LB T 704 HTrem: Stanton
£ 655 from Landore and
£]1 394 from Dowlais

on behalf off B.125 moulds

I shall.be most grateful if you can bring this to a suécess!ul
conclusion before the end of Period '10' because, as you are no
doubt aware, the heltlng Shop at the present tlme is ina loss_ﬁ.

maklnc 51tuat10n. : : s

Q\/o-ré

Copies to:.

Dr. M. Copeland
Mty G R obanSon
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APPENDIX 6
‘

- Comparitive mould performances 1 M

Average life - yvear to date 3

: : : : : 2 b % Difference
et s Cw/é : e B \ Distington=100
 Anchor, by R P / _ : :

7 ton NP type ~- 93.1 ‘ / 61.2 ha; 3).

8 ton , .3 % ! 59.5/} ;L;

10 ton NEU st il S,

A Y SRS AR (o

N Park

7 ton it 5 . ; QG/D (5)

Lackenbﬂ '4. -

' /
1L0X : /. 58.8 (6)-
LL6X S| 641 (31
8 .6 . 60.8 (38
S60 { | 53.6 (55
S68 - .6 - 37.8 (39
S80 : | 39.4 (17

(318)

]

) w now
SHion 31
O NSO o

Weighted average
from forecast mix in Appendix I

(Nos) = No of moulds scrapped.

Average life — April — Sept 1979

' Distington ' % Difference
: isti 00
Sheffield : 4 Dlst‘lngton 1

Rotherham B125 92.0 (7) - 26.8
Aldewarke B125 : 100.6 (L411) g

Llanwern :
W5 86.7 2 3h;
R8 810 A8P




A. FRODINGHAM

AVERAGE MOULD LIFE

Quarter Scrapped

July-Sept,
1980-81

April-June
1980-81

Year
Eer 31281
1980-81

Previous
year
1979-80

7 tonne

Ordinary

Distington

Stanton

196,47 (151

41 LT

13654 ( 31)
2 NG g O

11356
96,508 (§ 51

(273)

7 tonqe NP

Distington
Stanton

Fullwood

94,2 (191)
( 25)

( 25)

/Do
61.0

92.6 (413)
72,4 (102)

59,2 ( 68)

85.7 (204)
008" (F73)
54,7 (129)

Distington

Fullwood

88, 9:.(562)
54,0 ( 4)

102.8 (197)

625 1( 17

96.0 (367)
59% 0546219

10 tonne
N e

Distington

Stanton

Landore

Fullwood

19'% . 65 (15119
B
RS S HIHE D)

SRR (R )

{42001

116,0 (374)
97.5 ( 98)
93855 296
5re (3 B

114,1
94,0 (133)
(L)

(/52)

56.3

10 tonne WEU

Distington-

64.2 ( 16)

( 46)

( 11)

12 tonne

Distington
Fullwood

Stanton

105.2:(..5%)
53 .4 445)
8657..(:32)

(1389
@7
( 92)

(240)
(%Y
( 37)




NORMANBY PARK

AVERAGE MOULD LIFE

Quarter Scrapped

July-Sept.
1980-81

April-June

1980-81

Year to
Date
1980-81

Previous
Year
197-80

7 tonne OE
DP

7 tonne OE
UR

7 tonne SG

7 tonne WEU

7 tonne

8 tonne

Distington
Fullwood

Distington

Distington
Stanton
Stanton
Stanton

Distington

84.8 (34)

92.7 (10)

1250 08(E13Y)

69.8 (21)
705258 69)
0 (= )

59
46
/2]

160
33
56
66

(93)
( 5)
(34)

( 8)
¢ 4)
(56)
(¢21)

66.3 (127)

LW sy

79.1 ( 44)

15055 ( 11)‘

BA )
SRR (ST
696 )
275000 L)

84 (175) |
60 (438)
il b R e B )

100 ( 18)
40 ( 53)
Dl g )




BSC LACKENBY

A

AVERAGE MOULD LIFE

Quarter Scrapped

Present
July-Sept.
1980-81

Previous
April-June
1980-81

'Yeaf"to
Date
'1980~-81

Previous

Year

1979-80

Stanton
Consett

Distington

Distington(SG)

Teesside
Distington
Teesside
Distington
Fullwood
Teesside
Distington
Fullwood
Teesside
Distington
Fullwood
Teesside
Distington
Fullwood
Teesside
Distington
Fullwood
Distington
Fullwood
Disting;on
Fullwood

60,2 (Eieh)

96.3 ( 7)
3

84.2 ( 43)

19)
2)

5)

79525229
96.8 ( 6)

98.3 35)

128.2 ( 5)
64.9 ( 11)
81.3 ( 38)
66.6 ( 14)
86.4 ( 26)
BB 1)
L e 5)
77.6
56.3
92,0
96,2
55,8
39.0
72,0

76.6 ( 26)
96.8 ( 6)
98,0 ( 42)
134,7 (_ 6)
649 (. 11)
82.8 ( 81)
66.6 ( 14)
875 %)
5848, (.69
64, 50 (4 '5)
811 (1 @25)
6451, (%319
92.0 ( 4)
94,6 ( 25)
60.8 ( 38)
3050 CHi0)
7350 (%)

i)
( 48)
( 55)
( 56)

( 39).
( 58)

( 17)

71.8
79.0
86.8

140.3
71.4
86.8
74,7
87.6
44,3
63.7
87.1
68.7
64.6
89.2
38,7
55,3
70.3

52,0
56.8
46.5
56,9
43.7

52,9
34,8

P 2 e UMY o WINCB e e s o 5 Y o RS el e

(139)

(

74)

(276)

(
(

45
60)

(117)

(
(
(

40)
83)

3)
42)
99)
19)
16)
43)
17)
18)

7)

2)




BSC ALDWARKE

AVERAGE MOULD LIFE

. Quarter

Scrapped

Present
July-Sept

Previous
April-June

Year to
Date
1980-81

Previous
Year
1979-80

Distington

Reni shaw
Landore
Dowlais
Stanton

R.D.L.

90,5 (108)
100.4 ( 63)
79,9 (1)

B 28 (619
7843 (5425)

97.1 (124)
95.6 ( 58)
87, OR(H52

81,34 0234)
7hS o Ca )

94,0 (232)
98.1 (121)
85,8 ( 63)

8122 (959
178 (:32)

103.2:(617)
93,5 (206)




ROTHERHAM T.E.M.S.

AVERAGE MOULD LIFE

Quarter Scrapped - Year to Date |Previous Year

July-Sept,.| April-June W
1980-81 1980-81 1980-81 1979-80

Distington {175.9 ( 23){170.0 ( 14) |'173.8 ( 37) |163.9 ( 63)
" 146.8 ( 52)[174.8 ( 16) | 153.4 ( 68) |[127.2 ( 71)
"  |166.2 ¢ 10) 166.2 ( 10) [159.8 ( 14)
" 735 Lol G414 56,6 57) 56,7 (109)
" 102,2 ( 10) ¢ 12) | 114.9 ( 22) [118.9 ( 71)
" 8047 5(127) (182) | 79.4 (309) 9752 (509)
Renishaw 85.4 ( 44) (+9) 74,4 (141) 73.8 (256)
Landore 72,0080 15) (iu8) | 76855, ( 64) =] 655 (127)
Staaton 79.5 ( 79) (o)Ll ema .08 (170) Il 66450 296)
Caita i A | KB (2 4 Y e k) |
Distington . ; 84,5 7(:10)
Stanton 4 akal £ )

Reni shaw

Distington 10)
Reni shaw 5)

Landore 7 ) 4)

Dowlais , : : 7)

Stanton




ROUND OAK STEELWORKS

: AVERAGE MOULD LIFE
Supplier

> May June July Year to Aug/Sept
1980-81 1980-81 - 1980-81 Date 80-81 1979-80

ID. Cairds | 62.1 (51) | 62.2 (65)| 43.6 (74) 54.9 (190) | 58.3 (115).
Baglan 43,0 ( 5210 o 211554, 27 (7 5) 52530 (207
Distington | 72,2 ( 68,0 (21)] STL0° (16) -} 6207 ( 45 ]667.40 ¢ 454
Reni shaw TG ( Va2 0 2) 1 40,4 (12) 53,3 20) 1:65.1 (41
D, Cairds. {108 (S

Distington | 72 (

Reni shaw 56 (
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‘)II"MANAGEMENT AND TRADE UNION STATEMENT

AS THE RESULT OF THE VERY CONSIDERABLE CURRENT RUMOUR AND REAL CONCERN
REGARDING THE FUTURE OF THE BSC CUMBRIA WORKS, MEETINGS HAVE BEEN HELD
.BETWEEN THE GENERAL MANAGER AND THE LOCALLY-ELECTED REPRESENTATIVES OF
THE TRADES UNIONS TO CLARIFY MATTERS AS FAR AS IS CURRENTLY POSSIBLE.

FIRSTLY, IT REQUIRES TO BE STATED THAT THE PROSPECTS OF BARROW, TRACK
PRODUCTS AND CUMBRIA ENGINEERING (WHICH INCLUDES OGDEN AND LAWSON) ARE
SOUND IN THAT EACH OF THESE BUSINESS' IS FORECASTING A REASONABLE PROFIT
FOR THE COMING FINANCIAL YEAR. IT NEEDS TO BE ADDED THAT THEIR PROSPECTS_
BEYOND 1981/82.ARE, IN EACH CASE, DEPENDENT ON BOTH ACCOMPLISHING THE
CORPORATE PLAN FORECAST AND CONTINUING TO MAINTAIN A VIABLE TRADING BASE.
THERE IS NO FORESEEABLE REASON WHY THIS SHOULD NOT BE ATTAINED.

AS REGARDS THE DISTINGTON FOUNDRY THERE IS NOTHING AT PRESENT WHICH CAN
USEFULLY BE ADDED FOR REASONS WHICH WILL BE APPARENT TO ALL EMPLOYEES.

ALL TRADES UNION REPRESENTATIVES HAVE REGISTERED THE GREAT CONCERN OF
"EMPLOYEES REGARDING THE FUTURE PROSPECTS OF THE IRONWORKS - PARTICULARLY
THOSE DIRECTLY/INDIRECTLY EMPLOYED BY THIS BUSINESS. THE GENERAL MANAGER
HAS INFORMED THE TRADES UNIONS THAT NO DECISION REGARDING THE FUTURE

ROLE OF THE IRONWORKS HAS YET BEEN TAKEN: ALSO THAT ALL POSSIBLE
EVENTUALITIES MUST BE PROPERLY CONSIDERED BEFORE ANY DECISION IS ARRIVED
AT. 1IT IS ANTICIPATED THAT THE BRITISH STEEL CORPORATION WILL BE IN A
POSITION TO MAKE AN ANNOUNCEMENT WITH RESPECT TO THE FUTURE OF THE
IRONWORKS WITHIN 4 WEEKS OF TODAY'S DATE.

SIGNED: K ’"QZZé?Aﬁz »iééﬁﬁi[fm—\ o
g oézzzc;;;1désﬂ ; NUB
% %M ISTC

M : | NCCC

20th March, 1981,
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PRIME MINISTER

Here is a reply from
Mr Ian MacGregor about the
Distington Foundry. I have |
asked the Department of
Industry to try to let you
have a draft reply to Dale
Campbell-Savours, MP by
tomorrow night, since you
Bave to face him at Q4.

/ y o
[ D .?’/')?/({{(’ '

24 March,1981




ﬁ BRITISH STEEL CORPORATION

IAN MACCGREGOR

23 March 1981

The Rt Hon Margaret Thatcher MP
10 Downing Street

Whitehall

London SW1

Nowie Dt Hhtohions

DISTINGTON FOUNDRY

Thank you for your letter of 19 March about the Corporation's
decision to close the Distington ingot mould foundry at Workington
rather than either of the other two foundries, in South Wales and
Scotland.

As you say, I have personally reviewed this decision, as I told the
Distington Joint Representative Committee in my letter of 27 February.
I am completely satisfied that it was right and that the management
assessment which led to it was fair and correct.

All concerned agree that for demand reasons we must close one of the
three foundries. Very briefly, the reason why the choice fell on
Distington was because its present and projected costs are higher
than those of either of the other two. I might add that this cost
evaluation naturally took full account not only of operating costs
but also of the respective transport costs associated with the
different locations, of the fact that the Distington foundry was
rebuilt recently at a cost of over £10m, and of the possible need to
refund the Government grant received towards the cost. I am also
satisfied that considerations of the quality and life of the moulds
produced by each foundry in no way invalidate the cost comparison.

There is no doubt in my mind that the evaluation by BSC management
was carried out fairly and objectively and was not at all influenced

samefeont

33 Grosvenor Place London SWI1X 7JG Telephone: O1. 235 1212 Telex No. 916061 P.O.Box No.403




23 March 1981
The Rt Hon Margaret Thatcher MP

by the fact that Distington falls within a different group from
the other two foundries for day-to-day management purposes. Both
management groups concerned are the responsibility of the same BSC
Managing Director and he, of course, satisfied himself as to the
correctness and propriety of the conclusion before it was submitted
to top BSC management for final decision.

SincereM ‘




10 DOWNING STREET

THE PRIME MINISTER 19 March 1981

DearMr MacGregor

.

Mr. Dale Campbell-Savours, M.P. came to see me on 4 March
to express his concern over the BSC's decision to close the new
Distington ingot mould foundry in his constituency.

He told me that he was not questioning the need to reduce
the foundry capacity in the Corporation, but he believed, as
did the workforce and most of the local management at
Workington, that the decision to close the Distington foundry
had been taken on the basis of an incorrect assessment of the
relative costs of producing ingot moulds at the three BSC
foundries. He repeated to me his assertion, made in the House
of Commons on 18 February, that the Distington foundry had been
treated unfairly because it was part of a different group within
BSC from the other two ingot mould foundries, and that the basis
of comparison between the foundries had been distorted by this
.bias. '

I explained to Mr. Campbell-Savours that, although I undéer-
stood the concern felt by his constituents, the Government could
: ﬂot intervene in decisions which had been taken by BSC management.
I undertook, however, to write to you to ensure that you had been,
satisfied personally about the way in which the decision to close
Distington had been arrived at.

Since meeting Mr. Campbell-Savours, I have seen a copy of

the memorandum dated 27 February which you sent to the Joint

Action Committee




Attion Committee at Distington, from which it is clear that you
have personally reviewed this decision, spending a considerable
amoﬁnt of time on it, and that you are satisfied that the decision
was the correct one. Mr. Campbell-Savours' research assistant
sent this document to me. I personally should welcome your own
confirmation that you yourself have total confidence in the
Corporation's assessment which led to the decision to close

Distington.

. Ian MacGregor, Esq.

o~




10 DOWNING STREET

20 March 1981

From the Private Secretary

I am writing to thank you for your

letter of 18 March with which you enclosed

more letters from constituents about
Distington. I will, of course, ensure that
they are taken into account.

N: Wk SANDERS
® ]

Ms. helen Donoughue.



10 DOWNING STREET

From the Private Secretary 20 March 1981

I attach a copy of a further letter

we nhave received from Mr. Dale Campbell-Savours'
Research Assistant, together with many further
letters from Mr. Campbell-Savours' constituents,
As with the last batch, I should be gracetul dif
they could be taken into account in preparing
the final reply for the Prime Minister to send
To" Mns Campbell-Savours, and if someone could
60 through them to make sure that there are no
uew substantive points.,

N. J. SANDERS

P. =. Mason, Esq.,
Department of Industry.
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HOUSE OF COMMONS
LONDON SWI1A 0AA
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B WHITEHAVEN & DISTRICT
CHAMBER OF TRADE & COMMERCE

YU BRAVES WKBANE, ~ SOLUAY HOUSE,

SOLWAY VIEW
WEKTEXBXNBEINX RRIA- i
Telephone : Whitchaven 436, 2ggg HITEHAVEN ,CUMBRIA.

President-Chairman : P+F .Johnstone, Vice-President : Do Tembey,
Treasurer : W.Rook. General Secretary : S, Williams.
16th March 1981,

Desr Madam Prime Minister,

rej~ Job Losses Distington Engineering Company

Foundrz.

We are wri ting to you to ask you to seriously consider the effect on
West Cumbria that the loss of a further 400 jobs in the area will have
on the caommunity as a whole,

The Chamber which represents a high proportion of Traders in Whitehaven
&District are deeply concerned about the steady decline of job prospects
for the young and the level of trade which will inevitably add to the
already high unemployment in the area,

The Chamber is finding it increasingly more difficult to remain optimistic
about the ability of West Cibria to climb back when the present reckessation
ends because of the loesto the community of its traditional industries.

May we urge you to give great coensideration to any propositon which may
improve the job prospects in the area and help to keep the community of
West Cumbria viable,
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KATHLEEN DAVIES (CRAFTS) LIMITED

11, St. Johns Arcade
Workington
Cumbria CA14 3BE

13th March 1981

The Prime Minister
10 Downing Street
London.

Dear Prime Minister,

I am writing asking for you to have investigated the imminent
closure of
Distington Foundry
Chapel Bank Works
Workington.

As a business wholly dependant upon customers, many of whom
are redundant or under threat of redundancy, the future is bleak.

The area hag suffered severely due to the recession with
Courtaulds and 'K'! Shoes factories ceasing operation here and many
of the lesser firms on short time working.

T am sure that every consideration has been made in determining the
closure of the Foundry (Europe's most modern and largest under one
roof) refurbished within the last two years to the most modern
specifications but I do entreat you to consider the consequences to
so many of your loyal followers if this Foundry is closed.

Tt is believed a further million pounds will be lost to the
economy of the community should the Foundry close and the future Jjobs
for our children would be lost leaving no course open except an exodus
for the people.

May I thank you for reading this letter.

Yours faithfully,

P.S. Davies

_D/.eECﬁJ £




SEATON FISHERIES
92 Main Road
Seaton

Nr Workington
Cumbria

Tel: WORKINGTON 4081
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HOUSE OF COMMONS
MINUTES OF EVIDENCE
taken befsre °

~ INDUSTRY AND TRADE COMMITTEE

WEDNESDAY 18 MARCH 1981

MR LAN MacGRECOX, Mr R SCHOLEY, Mr COLIN OAKER, Dr D GRIEVES,
Mr F HOLLOWAY ond Mr R W ROSEVEARE.

.- . qepetaie s Cirp ey . A
" 3y -

Evidence i‘cken n Public : Thl Questions 144 to 310

e ey 1
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Evidence l*c'cer)__ }rivcfe : ' Questions 311 to 352
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MEMBERS' CORGESTIONS

Amyr Member of the Cormnmittee who wishes to corzzob the
. Guestions eddressed bty hinm to a Witness is asked to serd the
corredtion to the Committee Cl'rk as scon as possible.

Members receiving thezo Minutes of Evidence are asked to
engure that the Minutes arc confined to the objcct for which they
- are printed - the specicl use of the lMembers of the Committee -~
-and are not given wider circulation. :




. WEDNESDAY 18 MARCH 1921

v e ————

nMembe.s presents

Sir Donald Kakerry (in the Chcur)
Mr Kerneth Carlisle

Mr Stan Crowther

Mr Peter Emery

‘Mr Dzrek Foster

Mr James Hill

Mr Russel! Kerr

Mr Rebin Maxwe!l- HysIOp

Mr lan Mikardo -

Mr lon Nac(‘RECCu, f'hmrmcn, Mr R SCHOLEY, Deputy Chanrmcn, Mr Colin
BARKER, Managing Director, Finance, Dr D GRIEVES, Managing Director,
Personnel and Social Policy, Mr F HOLLOWAY, Managing Director, Supplies
ond Transport, und Mr R W ROSEVEARE, Secretary, Managing Director, Policy
Co-ordmahon, of the 2ritish Stee! Corporation, . cc”ed in and Further examined.

% Chairman
144.  Mr MacGregor, muy | welcome you and your colleugues back to
- this public sitting of our Select Commiftee on ln;:lusfry and Trade. - Purely for the
purposes of the record, | believe you huve the same coileagues as those who
‘accempanied you lest week. Mainly fununcml matters today ond matters associated
with the plan. First, may | ask what is the procecfed loss for the Corporaiion in
the year 1°80/81 after taking account of deprecmhon and interest charges? With
~ that may | link: what is the correspo'lqu operating loss before depreciation and
the trading loss a‘ter depreciation? s il

(Mr MacGregor) | want to stat by perHcp; :skmg a question. The

fist of questions thai you provided us with goes in and out the area of reasonably

" confidentiol information. Se e n B st
‘145,  The position is abundantly clear, sir. If you feel that we are verging

too much on an area of commercial confidentiality, | know that you will be kind

je'm)ugh to tell us th it immediately and we have providéd that at the end of our

session we shall have a private session where we can go further into those matters;

~but we would like to have as much on the record as we can?
{ s Y it
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(Mr MacGregor) .| can understand that, but my problem is

thcf we will float back and forth across fhe borderlme in the answers to
many of your questions. A | ;

~146. | appreciate your concemn, buf | do want to assure you that
the Committee is aware of the problems involved end surely there is no
_cenfidentiality about a'loss, is there? v is either a loss or a leve! of gain '
or a profit? 9 '

(Mr MacCregor) | was riot referring to that specific question.

Obviously, it is only confidential to the extent that we hang our heads and
try to conceal it. | will ask Mr Barker to answer your specific questicns

on this.

(Mr Barker) So far as the current trading year ending ot the

end of this month is concerned, we are looking at a forecast onerating loss
o L385-million, depreciation of £95~million (making a trading loss of
4°0-m|lhon) and an interest chcrge of £18C-million =~ making a final flgure '
of £660-m||||on. : ; B
147. Could you tell me how that overall loss compared with the pro-
jection made in the business plcn of December 1977 and also tell us whct are
" the main reasons for variation? : Syl AT :
(Mr Barker) The projection which was given in December 1979
- «=it was known cs the 15-million tonne strategy at the time ~- showed an equi~
: vclen‘ number to the £660-million of £45-mxlhon profit. i =
: 148. ~ Can you tell me what is the total amount of any flxed assets
wrlﬂ'en off since st April 19792 SR i)
(Mr Barker) It is about E! IOO-vmlllon. lccm gnve you the i :
| -precise figure: it is £1, 141-million. : o ik
149, That is £1, 141-million of fixed assets i oo off
| ~(Mr Barker) Yes. AR o :
3500 Moy I go on to ask you whaf lmprovemenf in fhe fradmg position
is-expected for 1721/82 compared with 1920/81? And can you tell me from
which activities most of the improvement is expected to come ? :
(Mr Rarker) The equivalent numhe: to the £660~million loss fore- :
cast for this yecr within the Corporohon Plan us ogreed with Government is a

“"loss for fhe year lml/RZ of E318-mn|hon.
’ 3.
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151. Can you identify any parﬁ.cular activities o which that is associ-

ated? : .
(Mr Barker) Yes. The significant pdrf of the improvement comes

- from cost reductions which have been identified in detail by business across the

Zorporation. Another significant amcunt comes from the fact that we are expecting ’

to sell a higler volume next year than we have sold this year. Manufacturing

_efficiencies account for another sigrificant amount and interest reduction arising

from the capital reconstruction also accounts for another significant figure.

(Mr MacGregor) Chairman, dud { understand that you were interested

RN R R S

in having the loss figure identified in terms of product lines?
* 152, It would be helpful if we could be told that?
(Mr MccG'egor) | do not know that we have such detail available

“ond, for preferenze, |think that should be in camera.
If you w:sh we will come back to that at the end. May | ask th~s,
ways considerabla risks about

153.
beccuse i think {hat you and | agree that there are a!

L G R L ST o 17 Phreety

iy

ereral question,

——

pro;ec‘eu unpravemeﬂ*s which may or may net be cchieved. Asag
any factors whnch are likely to prevent your target

1

e FRSEY.

~ are there, in your judgment,

" being achigved? °
(Mr MacGregor) There are quite a few factors which have to be
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hecause, s we discusced at the lest session, ali of these pro-

carefully menitored
The critical factors are, first of all, tnat

{=ctions are based on certain assumptions.
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-the vnlume necessary to get proper utilisation of the focilities is genercted; and,
Ancther

that the sales prices are in accordance with our proiections.
r is the exchange rate. That has a great deal of bearing on the

such currencies as the Deutschmark’
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secondly,
important facto

competition. The higher the £ in relation tos
1 the Britisn market of foreign competitive
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+the more penetrction there will be i
material. Another factor i is mflohon. The rate of inflation has a very important

-~bearing on our own costs, fhe change in cost of muny of the things we buy. And

~= then we have certain ccst assumptions within that that we kave put together in
importent factor. That is, as Mr Barker in=

R AL

this plan. There is another extremely’
ce between 1900/31 and 1981/82 is in qu:te |crge numbers
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formed you, the differen
that a factor in this is the cost reduchon pro-

of all, whether they are
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0 co~operction from the workforce =-. the extent to which that is given readily
or is “he resuit of long~drawn-out negotictions. Finally, there is the fact that we
. fieed continued financial support during this period from the Covemment,

- 154, Given cll these points -- and we know of the intense competition

in so many sectors of the market, are you still of the opinion that your targets are .

realistic? __

-

T O MacGregor) Yes, | think they are achievable.
---155,

Do you plan any new projects in this éoming year, new investments,
new developments? ' ; :
(Mr MacGreger) Yes. We have the cepital programme which hes
been ¢f the order of £200~mil lion. That is largely the completion of improvements
- in our manufacturing facilities which were conceived a long time ago and set in
motion some years ago; for example, at Poit Talbot we ore still working on the
complation of a continuous cast operation. In addition, we are now completing
the 'secondcry sieel process operations at Ravenscreig; und throughout the operations
(@nd Mr Barker has given me ths list) there is o \}ery large number of projects
thot are (if you will) care and maintenance of ﬂ.ue operctions. We are looking at
the initial expenditures cn some improvement programmes. For example, continy=-
" ous casting o Scu;'athorpe which will cost a fair amount of money. We expect to
-spend some money this year cn engineering there to bring that plent up to a com-
petitive standard with most of jts competition. We could g2 on down a long list
- of ihings here, Not cny one of them is a very large sum of money but they are
essential to the continuing heclth 'of the business and its improvéd competitiveness.
s 156. Ithink this is a fair question which I am cbout to ask you. Given
the shortfiall against the 1979 business plan of £705-million, can we real ly have
confidence in the present proposals? . iy e ,
e {Mr MccGregor) This gets back fé .fhe confidence we have in our

own .orecasting, | think that | can say without any contradiction that in the lost

. Quarter of the 1980/31 year our programme is coming out almost within what |
“would call experimental errors of the prognastications that we have made n the

“last six months; in other words, we are gettin g to the point where | think we are

-a little better able to forecast accurately.
‘ ‘Mr Carlisle

Just now you said that some of the saving next year would come

357,
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& ; § :
- from lower interest payments. Does that include the saving that you will make

- after the copital recenstruction?

(Mr Barker) -That is fhe source of the whole of that parflculcr sovmg.

Mr Coms!e. That saving is within the £380 -m:!hon.
- Mr Kerr ,

158. Mr MacGregor, in your or:gmal answer you indicated thcf your

T bt

-.-hopas were, in part, based on the expectation of a higher level of economic

1 —activiiy = [ am slightly paraphrasing; but that is the purpert of what you were
saying. What would you regard as u pereenfcge, as a reasonable assumption in
that situation? ‘

{Mr MacGregor) | have difficulty in quantifying it without a rather

_.extensive analysis. : Rl oy N
159: As a rough guide, assuming chf there is going to be 5, 10, '(5 20,
25 or 125 per cent improvement in the general level of economic activity ?
(Mr MacGregor) | would say that our plans for 1981/82 are based

on the ‘assumption that the decline in economic activity seen in the previous ferm

would stop. In the fresh quarter we are looking for a sort of equilibrium. This
has on impact cn our customers who, we trust, will discontinue the destocking
efforts which have been going on, That, of course, has been assisted by the recent
~change in interest rate. We would think then that there might be perhaps a madest
percentage improvement in each of the three follewing quarters of the year --
by "modest”, | would say 3 per cent to 5 per cent improvement in the business
activities. ' : '
Chairman: Let us turn our attention to the questions of external fmcmcmg limits.
Mr Emery has a point or two to make. 3, |
' “Mr Emergy
150. Mr MccGregor, I am sorry that 1 could not be with the Commlﬂee
lust week but | have read very carefully the record of the questicns and answers.
“As a lead in to a number of questions that | want to ask, | wonder whether |
- eould propose this to you: the Secretary of State for Industry has said that the
*plans, and the Corporate Plan, are optimistic. From you answers (on page 3) you
have gone along with that. ‘Buf before one can make a judgment as to what
s optimistic, one has to know what is pessimistic cad what, perhaps, is a medium

between ophmasm and pessimism.. What would ba fhe lcsses --and | belleve

Lyt e
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- that the British taxpayer has a right to know ~= shown on your figuring (which

you must have) which would be répresented by a medium outturn and o pessimistic

(N'r MccGnecor) | think thct the best wcy to answer thut would -
be' a conhnuahon of the kind of si*uation we have scen in the last year.
' -161. And that, if one were to tum it into fundmg terms, would obviously
req.nre much mcre then the £730-million borrowmg requirement that has been

cnnounced ?

...

: (Mr MacGregor) Well, hisfory hﬁ.;, been a good guide to the future.
162, ~ And therefore the answer is, Yeés

{Mr MacGregor) The plan that we hcve p!oced in froni' oF the

- “Minister ciearly sceks to chenge fl-mgs. ; :

163. That is not the point that | was asking, sir. | was saying that if
the:.e figures are optimiiic then you', as a banker, would ensure thet you had
ofher figures vihich showed that they were oohmusfu: in othzr words, the pessi-
mistic ond the medium figures. Wouid you give 1 ose figures to the Committze.

. - (Mr MacGtenor) Those figures are the continuation of fhe conditicns
. that applied bzfore; nameiy, the pubiished figures. o '

164, That beirg the case, wouid you remind me of what you would

consader the borrowing requirement for BSC == if £720-million is the figure

for "optimistic" == would be for "pessimisiic"” and for something between the two?

. (Mr MacGregor) Well, our bascline is continuation of last yaar's
‘performance. | : : ]
163. ~ What borrowing requirement would that represeht?
e (Mr MacGregor) £1, 121-millicn, .
166. So £1, 120 -millior would be pessimistic? Is that nght?
' o 20 {(Mr MacGregor) That vo uld be the base lme. i
e T Is that the medium line or the==? ‘ "" A ;
e {(Mr MacCreazr) Thcf would be the baseline. That would cssume "
that we ar2 going to do nething bettur than we have done before; ond fhct fhe

-

market conditicns have not change, have not § improved. '

: "'}"168'. Therefore, in your judgment, that is the worst that could happen?
{Mr MacGreqor) | would hope that thct would be the worst, That
4 'would be my expectation, fa b ’




169, So that what the British taxpayer has to assume in the Bill that we

are putting forward is that if the optimistic is not achieved then semething

s
~ oo

' ’_".:'_'between £730-million and £1, 130-million wouid be the borrowing requaremem?
——IMr MocGrf'gor) | think that that i is-a legitimate cssumphon be-

S B A R AR
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. -ccuse, at least, one has been demonstrated and the other is o prognorhcuhon. :
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O
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170, Thank you. Can we now go on with how the £730-miilion is to be

e
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" allocated? Can you give the Committee any views on where and how that money
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is likely to be distributed within the Corporation? Is it going to be working

oo
Ve

-

capital? s it going to be disposable?

T Ve

{(Mr MacGreger) Our dl*fnbuhons are: in the workmg cap? ?cl

.crec:, about £180-million; in the cost of new and continuing closures (in ofher £

P
el '.,-1':.'.":'7.2"1. 2

words, we have some closures that have been under way since last year), the
completion of these and such further.closures would cost cnother £180~-miilion;
there is €200-million of capital excenditures which we have just touched on;
and the balance of £170-millicn is in trading matters and in interest costs.

171.  But in view of the capiial recmstrochcn, how much interest is
then likely to be left to be paid? etk o ;

{Mr MacGreger) We ave showiing u numbcr of under 9100-:*11'!:0!*

_ in the recorstruction. In other vicrds, t‘*e'e has been a saving of about hc!f of .
-the interest costs a5 between the one period md the othar. . i
. 172. In other words, even with the tofal recenstruction = and 1 o not
" have the Bill in frent of me; but it is running to £4~billion to £5-billion == you
are still going to have £100-million of interest chcrges to pr:y? The balanca
shec." is not going to be clean? ' ' i

(Me MacGregor) That is correct.

Mr Moxwe!l-Hys!op

173, Isthat fuxed-cnst interest or varichle interest, dependmg on MLR,

--among other ﬂ'\mgs?

-

- (Mr Earker) /‘. part of it is inrerest on hank overdrofts, which of

v - ~

7_ course cai vary within the banking rules. : 3 ST

\Mr MacGregor) We have got a fixed crs'umphon.

(Mr Rarker) Obviously, we have a fixad assumption on that. The :

fo.eign, long~term borrowing, fwo=thirds of which is fixed,

et —— et D e | A g el e




=174, ‘What interest rate h:ﬁve yoﬁ'/cssumed for the purpose of this com=
pufchcn, as being the average interest rate for thas tinancial yecr?
(Mr Barlrer) 14 per cent. Tk -
S _ _ Mr Emery - : S Shiiee
: 175. EaE may complete my |ine of queshonmg, how do these figures
‘. ompana with the external financial limit that obtcmed previously == the
; —£1, 171-million? Where is fhe variation? :
{Mr Barker) You are asking me to recall the EFL whzch was ogreed
at the beginning of 1721/82. ;
- {Mr MccGreger)l am afrcid that we do not have fhese Figures with

. Mr Emevys. They must be availab'e,
Chairman: Let us hcve them in a letter.
: 176. We are only seeking facts. We are not trying to embarrass you in
- 'cny way? ry _ | ;
2 (Mr MacGregor) | think ihe ccpitci expenditure ndmber wouid be

: 'slnhﬂy less; the closures number would be shorply higher; the interest charges
. would be sharply h:gher, I think the rrading losses would be sharply higher.
w2977, Thark you very much. Perlicps we can have those comparisons in
a short note. Returning to an answer that you geve ecrlier, do ynu regard the

| extemnal financial limit which the Secretary of State has announced as immutable?

: (Mr MacGregor) Well, in humar cffairs, fhere is nothmg in fhe '
- future immutable, SRt | ' e
M 78. So that you do not belleve that it is mmufable?

(Mr MacGregor) | am a realisi.

@79, i know that. | am assuming from your reply ‘hat e do not belneve

""-"fhaf it is immutuble? i e Bt itar %
' . (Mr MacGregor) Any kmd of f'uccster could descend upon us.:

""1‘80. ~ If you had to 5o beycnd the £730-million, would you come bock

- 10 Goverrment and ask for it; or would you believe that you had to clcxe toa .
grec.er extent’? Afprast “ »

(Mr MacGregor) The simplest solution to that is to contemplate o

*l'o*c'! charga 'n the programme. That is why, ct our la:t meeting, we explained
““that this programme will be monitored literally week by week. | believe that the




situation in front of us has been Portrayed if this Plan on o reasonable set of
Gssumptions. If cny one of these h'Jms out to be totally wrong, AWe may have to
change the Plan, Obviously, the Minister is not going to be very keen on oup i
-chenging the bottom~| ine numéaers. Tbereforé, he will look to us to yse our :
fngenm‘ty in finding ways to stay within that number, Now, what is the ingenuity
ot our disposul? - possibly further curtailment of operations. But that carries
wi}h it cost penclties, too; but af least they are one-time cost penalties, not

continuing,

rather high level of short~term berrowings ot £320-million in your ferecast for

the end o7 this month, (s thet not rother o high figure and would ycu seq that

~Continuing at *hat rate in $hoit~term Sorrawings? If not, how do you sze. it
changing in the future? et T Ll R &
; (Mr MccGre;e_cir) Thet figure has fluctucted. |n March, 1979, it

£357-m|'”|'on; in frarch, 1930, it was £290-mmion; now, in 1981, it is £320~million, °
- That number rea] Iv ceflects the fact thet we went through a destockiné and a
repleni'shmenf of our working capital and 3 reflects the strike which produced o
decline in oyy werking copital, We were not chipping anything but we were
-getting paid, During this lest period, we have been replenishing the working

| capital and it hes recched a level which I think ;s reasonably normal for the set
~of circumstances that we have; although we hope thot, as the period goes buy, we
get a better tumoyer of our working capital. |n foct, that is one of the things

| "‘that We are werking towards, : SVl i g

S U . Soyouy would not regerd £320-million cs particularly high‘? A

-AMr MocGrerr) No, not for q usinass of this dimension,

- 183, You.or one of your colleagues, in reply to Mr Emery, said that

: ',;---,-you would 4[] be Committed to some thitig £1C0-million Per annum in interest

Payments, even after the re

to equity, If my figures ar

means thet oy are st going to be Paying interest of roughly two-thirds of the

: -présent svel? [s by right? Is it not about £130-million now? |
a0 . Bty 10 , ‘

S -




. 92 <
(Mr MacGregor) About a half, is it not? 18C to 3 is the number

in my mind: i : ' :
84, That is not the figure —thct this Commiﬂee was given some time ago. :
; ln cmyi avent, it is still a very high amount ~— £100-million a year — is it not?
it is not something that you can lightly brush cside as of no consequence?

(Mr N‘ac(‘ref'or) The request | mcde of the Minister was to extin=-

gmsh all of it and | think that in the councils of the Government- it was con=
cluded that that was not a practical solution at this time. '
Mr Crowther: 1 am grateful for the assurenze tht you tried to do so. ! had under=
i . stood that you had. e T » Bl e, :
i SNBSS D
N0, How much exira would that have involved?

{Mr MacGregor) Obviously, if we had extinguished all of the debt

2. iy

we would have got rid of the 20 we pay, except for such short-term accomodations

" _as we needed. .
185. - | meant ow much ccplto! thci' would hcve mvolveclg
_ ; {Mr Darker! After the reccnstruction we are exgecting to coni'mue
" to carry £630-million of foreign debiz thet have already been referred to, and
the £320-miilion of shori~term debts thet, again, have already been referred to.

(Mr MecGregor) That £620-million would be the main part oF |t.
pa
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| Obwously, an the short-term deb?, we cre also not going to be able to get out

of all of that. Ia the long-term debt we have a certain segment of fereign bor=

TP TR

rowings. From our point of view, it would have been nice to have extinguished

T ey
Smi

ali the debt but | would imagine the Treasury was not about to pay off these

attractive, low-cost, foreign loans with s?erling at its present level and interest

charges also high. sy £ e “ SRl N AR

'..'.' J ) i .. ) . . '.-.. Mr Cro\viher 5% ~': s 7 § e S5 _v—:

‘37-_ Thct is the next pomt | was ccming to. Smce many of these foreign

A R s A A
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{ocns were negotiated =- so we understand == ct a time when the exchcnge rate

~was rather different from wiat i* is nov; and were negotiated with*hz appioval
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of the Treasury und ceriainly have involved the Corporation in some exchange

=
Ao 2

losses, would you think it reasonable that the Geovernment should take ot least

Loty o3 S
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oy o7

some rgspﬂnsibilii'y for it? o
~ {Mr MacGregor) Obviously, that i3 what | suggested.
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to look at this ogcnn? SR T SaiaTs

~ him that it is not a serious burden?

L R S R SR e b o e A Rl

100, Do you feel that there is cny.possibilify of persuading the Secretary
of State thdt he has taken a mistalen posmon on fhns and fhct pnrhops he ought

;.—.",-.

(Mr MacGregor) | do not thmk 303 We have ofher, mnre pressmg

O SR L
\-';.. “halh | /

problems at the moment which we are working on.

189, On the question of interest, you have told us that your ?hterest

_charges per tonne of crude steel amount to £13.3 compared with £7.2 per tonne

in West Germany ard £2.6 in the United States. Thisis a very substantial dif-

ference, s it not? When | questioned your predecessor about this very matter on

June 18th |t year in this Commiitee, he said -~ and | am quoting from the
report =~ "Qur interest burden, taken simply as a matter of intcrest per tonne !

is ubout the middle of the European range. We are not very high, we are not
very low. If you tcke interest and depreciatisn together as financial charges,
then we have the lowest in Eurcpe so that we are nct claiming great damage on
that accourt.” s the position chenged for ‘he werse or w~uld you ogree with

el

(Mr MacGreger) Thet is not our worst problem in costs.

190. But it does seem to he a substantiaily bigger burden cn your cor=
poration then on @t leasi many of your furaign competitors.

(Mr MacGregor) A Geriadn company enjoys very much lower

interest rates than we o and (who knows?) | am not familiar with the extent to
which my French and Italian competitors enjoy perhaps concessionary ratas on
mfere¢

(Mr Barker) | would make the point, if | may interrupt, that those

~umbers you quored are before the capital recanstruction; and clearly we are

kalving our interest chcrge roughly arising from the reconstruction; so that on

the basis of the aumbers you quoted that would bnng us roughly into line with

- the German positien.

191. Yes, it would. Thcnk you. (.ommg baclr to he ques hon of foreugn

loons, are you proposing to raise any more foreign loans in fhe future?
(Mr MacGregor) No. /

£ S 8 You are finished w:th that? Whan wiil ﬂ\e exnstmg ones have bean

-~ replazed with ciher forms of | monunc?

- (Mr MccGregor) In the presenf yecr we have got ubout °76-m||hon




_which will be retired and then £4]°-m:lhon isin fhe 1~to~5-years paraod cnd
!:eyond that, there is cbout another £130-million. ‘
: i 193- And when all these foreign loans have finally gone, will you be
.~Jrée of interest payments; or will you still be committed on some other Ioans’?“_

(Mr MacGregor) That depends on whether we can replenish our

»wcoFFers from other sources. Hopefully, in due course, as these loans reach their

_term we will not need to borrow, we will have reasonable margins of our own.

: " MrEmery CAB,
194, That is a very important answev. [n other words, you cve nof'plcn-

ning to roli-over thai £950-million approximectely and are expecting to he able

Internally to finance thai? R - -

(Mr MacGreger) In the short term, oF course, we are noi’ Nothing

comes up until the end of this next year. ‘We have made no particular plans about
tha refinancing of any of it at the present inoment. Our efferts are concenirared
in trving to get the operating numbers right. [ think we will next get round to
: ref?ncuciné the businecs. b
s ; DTERL _Mr Carlisle
A998 The ccpttcl recons*ruchon daes imzrove your gearing and, it
~theory, gives you a chance to borrow more should you wish it. | suppose that you
will decide on that cs your business develops; but it does give you the pote:nﬁol?

(Mr MucGrerior) | was brought up in circumstances which indicated

-that vhen the equity component of your capital gets below 69 per cent you are

in a somewhat oergeared situation. We will come out after the capital recon=
struction at about 66 per cent equity == which ic a more comfortable position;'

-but not ene which . in prudence, would allow a graat deal of lzeway. Therefore, |

! would regard external borrowings as some indication of not meeting our targets.

DI T

g el gl R : . Rt g Chairman R (%S

- ARG, What, in your view, is the optimal capital structure fa the Cor~

v ‘-.',‘"?O‘I"OHOF.? : S . AR SR : :
A i (Mr MacCregor) | think ! um satisfied with about a 0:30 to 60:40

ratio katween equity and debt.as being a comfortable area. Of ';:.Surse', By pref-

erence we wauld like to have it all equity 5o that we have reserve borrowing

_<capacity at all times.




197, Is that all represented in the proposed reconstruction?
« (Mr MacGregor) Our reconsfruchon wi Il come out approxnmafely

at two-thlrds equity and one-third debt. MR e e TR v

~-198. Can-you tell us why it was never p:ass:ble to provude areserve
"'5-ogmmt future losses? Do you regard the deficit of £120-millicn as an unforfuncfe
'aond necessary liability which the Corporaticn hcve to carry? “ :
—{Mr MacGregor) | think that the lost profit was back in the dlm

shadows of long ago and therefore there was nothing to build the reserves on. ¢
199, Do ycu expect to crecate @ reserve in the course of the future re~
_construction within the provisions of the Bill now before the House of Commons?

 (Mr MacGregor) There is nothing in the reconstruction that pro=
P

" vides for that. | think we will have to get into a situchion where we have profi-

tability before we start thinking about building a reserve situation.

200. Have any contingancy. provisions bee1 made within extemai

financing iimiis?

: (Mr MacGregor) No. . Feip it T Rl e T
| i , _ ,‘., pr
201, We have met Betaret i really wish to turn to the valuation of the

 fixed assets. | would like you to tell the Committee on what principles.has the
~ revaluation of the fixed cssets taken place and, given the uncertainties of the
market for steel, how such a valuation can be made?

~ (Mr MacGregor) | think that one basic principle hcs been the

questfon as to whether these ascets did have competitive capabilities to produce,
and as to whether they were addressed to part of the opercﬂon‘ which would have
a conhnumg and campetitive life. v , ‘ ks
: {Mr Barker) Clearly, we are in a very detailed sublect | see that
the questioner “as a copy of our ennual report in front of him. The principles of
“~the revaluction were set out in substential detail in General Note 4 of that report
- —ondthe financial impacis of it are shown ia Note 10 of last year's published
- -accouats; so that the details are the same os these which were published. I you
want n.e to express them, | can, but there is no charge from the published position.

{Mr MacGregar)Actually, | thiak this is done the other-way round:

by wriling cff cssets that clearly were no longer riecessary to produce our product

30 that by Implication the assets remaining on the books were evaluated as being

iy
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copable of producing competitively. And then it wes related to their depreciated

costs. .

202. The difficulty that | have — and | am sure one that the Commit*ee o el

" has — is that the cuditors' qualifications in the report | have before me are pro=
bably disturbing. In fact, in cne perticular area, the auditors say: “whilst efforts-
hcve subsequently been made to ensure, o5 far as poss:‘.:le, the accuracy ond 3
:ehcblhty of its records, no¥ cll I'rcnscchons have been fully recorded and some
finoncial procedures, including particularly the preparation of management
accounts and year-end procedures relating to physicai verification of stocks. e
could not be s satisfactorily completed. .. & |:'1 fact, from such @ well-known
firm of chartered accounts, really not a very good report? |

(Mr IacGregor) We are nct happy about it; but may | pomf out

" two things. First of all, it is difficult to cet a responsible firm of chcrtered
a~countonts o do other than aualiiy us ¢s © going concerm. We depend on charity
for that.  Seconcly, we did have a 3%-month sfril'e, at which time the totol
clerical operaticn of .he company came to a comp: tete halt. And thar is where

~ their quchﬂ'coﬁon in thet regard arose. There had to be extrapclations and as=
sumptions mace with regard fo the figures ‘n order to close the accounts.

203. What will be the effect of the revaluation on the depreciation
charge in 1931/822 Will thns not mcreose +he tiading profit relative to t'ﬁc_f
ossumed in the Plan? , g 32

(M= Darker) Clecrly since ?he |orge wnte-downs that we are

" talking about tcok place ot the end of the last finoncial year, we are, this
year, enjoying the rec‘uced depreciation arising from those write-downs. So
that, as comparad Wi i'h this year cnd next year, 1 there is no ex‘ra advanfage.

204, So, to sum it up, if we have no industrial bud relations, then
the auditors of the next report oa0/81, will be able to give a 100 per cent

- 1udgmeni' on the company's plcns? : ;

-~(Mr MacGregor) It would be a clecrer opumon; But v;e‘st_ill have

~ the "goirg concern” problem facing v3; we still depend on external cash support.
We aie not ir. a position fo run as a profiiohle business yet, So | presume that
they wfil qualify their opinion in that regard. But | think that this year; with
all of our clerical werlforce in place and functioning, we should be able to

mmfy rhem on the provnsnon of the necessary information and figures.




D T A P
: SRR AT 7Y S BT TR PRI TD IR SRR AT e S S
K

RIS RS SO 8

Sl tnen meani e

¥

e

s your opinion of a policy in which operating losse

_non-repayable, unremunerated capiial which ine

(Mr Barker) That is already cleared.
‘Mr Carlisle _

In the light of your experience with United States companies, woat

s are met by subscriptions of b.

vitably mean a financial recon=

. 7205,

~_struction in the future?
g (Mr MacGiegor) It is a phenomenon thc:t does not exlsf in the reol

It is a sort of fairyland in which some=~

world. 1 do not know what | should say.

‘body gives you presents.

206. Obviously, it is something that you are trymg to get out of?

 (Mr MacGregor) | do not think that it is o system that should be
will vitimeieiy bring great stessses on both the

perpetUJted | believe that it w
donor and the recipient. ‘
Chairman

- But you are living in the reci world now, Mr MacGrc_,ox, arc you

." (Mr MacGregor) Wz are moving into it.

208, Wheh do you expect fairlyland to disap rpear?
i (Mr MacG regor) We expect to get into the real world by the end of

thzs cclendar year and, hopefuuly, in 1982 co!endcr year we will be bcck in the

e fles“.
20°, Becuuse by that time ==

-and the evi! witch may be appearing?
(Mr MacGregor) That is exactly the counsel [ give to all my coll

if not — the Qood Fciry hay hc:vedisappeared

eagues:

“Fellow-employees of ritish Steel: Work! for the night cometh.”

Chairman: Let us have a look at the equity side of the matter.
’ Mr Maxwell=Hyslop

Mr Maxwell Hys!op.

e

210. What form of equity finance is proposed under the reconstru
 and how wiil it differ from the public diviaend capital subscribed before 197’3
1072 uider section 18(1) of the 1975 Act? And

ction

or new copital subscribed atter
what condmons w:ll be imposed for its remuneration?

(Mr MacCregor) | would say that we wil! continue te
under section 18(1)

o Pcélve ﬂ.rther

equity firancz by way of payments from the Secretary of State
of the Iren and Steel Act. Like most addicts, we heve been on this for a while and




it s going to take time to get off it.
211, Is there a serious expectoﬁon that it will yield a dlvxdend before
itis reconsfructed into something else? kel :

(Mr MocGregor) | would hepe fhc. we are headmg in that dnrechon.

- 212, Would you expect it to be marketable at any stage mfo normal
mcrkefchle equities on the Stock Exchange? L e ' g
Sgn (Mr MacGreaor) | would think that that would be @ measure of the

success of the people in British Steel if they were able to do that. | would assume
that they should be ciming for that goal; beccuse that would be one way of proving
that they have a real business. &ty _
213. Is that the sort of thir 3 for which s you have a fcrret dcfe, or is the
' Lfuture oo obscure for that to be an exercise worth performing? o

(Mr MucCregor) We do not have a target date.

Chairman: Let us now look at one cr $wo particular points and tallc abouf Cuport
Lamn‘ed w-fhyou. Mr Crowther hes a quasticn to ask.
: Mr Crowther ‘ . A
. 214, Your Co.;pcrcfion, | u.'.idersfcnd, recently acquired three of the
*_ assets of Duport; ngmely, the London Works ot Bilston, Natidnwide Steel Stock-
holders and an i Flcihershright Steels at Sheffu.ld W'll you tell us, flrsf, how

-

much BSC paid for those operations? i : i SRR AT Wy

-
L

(Mr MacGregor) | would prefer tht fhi§ be included in our private

session because it is confidential information which would have impact cn our

business.

Chairman; We will deal with ii in that way. . T
215, In that case, leaving cut the financial element of it, how does the .

disappearance of Duport from the steelmaking scene offect the Phoenis 2 nego=

tiations ond the possible censtruction of a company under Phoenix 2.

~

(Mr MacGragor) It may be consideres a nart of any future cons=

truction. In part, some of these facilities might have a place ina reconsfrucfed
e compcny in a special sacticn of the ctee! industry, '
216, ¢ You say that it "might"; but will not r'ecessorsly" |

{Mr MacGreger) i use the word, "mught" cdvasedly. That assess-

w20t is going on at the moment. R ettt Lo a0 g G B
Mr Carlisle .

RN Tcikmg about Phoenix 2, what Ao you expect the value of 152 net
; 17 -.
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assets to be of tha company to be established jointly with GKN Limited to

rationalise the general engmeermg steel sector?
(Mr N‘ocGremr) Again, Mr Ccrhsle, perhops we could decl w:th

[\ ey @ RIS

Chairman h £

218, We will deal with it in that way. May [ ask whefher the same

P

answer is going to be given if we ask questions about Allied Steel and Wire
Limited? 9
(Mr MacGregor) Yes.

Chairman: Then we will defer that.

: : Mr Crowther e :
219. May 1 csk a question on Allied Steel end Wire whuch is not a

* finoncial one ~- or ct lecst | do not think it is one that would be confidential;

alzhough Mr MacGregor will say so if it is. s it true thet a substantial order

- for reinforcirg kars transferred origirally to Threier Mill bacause of the closure

 of Lackenby is now ahout to be switched over to the new Allied Steel and Wire

Limited? } (e
' (M¢ MacGiegor) | do not know thet any specific orders cre being

switched, but the ncture of business weuld be in thot area. This is part of the pro-

gramme of concentrating an indust ry which is enormously oversupplied.
-~ Mr Hifl

220, ; | em a bit werried that some of these PHoenix might fum into

bock-door naticnalisaiion future programmes. | am extremely worried that a

certain impetus thet you might have demonstrated in your Plan towards the

private sector micht be going the orher way. . Can you reassuie me, and those

" that believe in delaying any nctionalisation programmes, that you do not see

-this as a back ~door ncﬂonclisoti on and that every effort wili be made in the -

~future to vetun the 'evuchsed Pheonix to the privcte sector?
{Mr MacGregor) As we discussed ecrlier, the vitality of cny business

~will depend on whether the public hieve an interest init. The intention in putting

these énterprfsas tegether is to make them vital and make them competitive and
capable of survival. | would think thet these commissions would be such that these

business cen stand on their own feet . And tnat is the intention.




Mr Crowther
221. Can you then assure me, Mr MacGregor, that, having hived off

some of your most vcluable assets to new private companies (in which you will,

"o course, have a substanticl shareholding) the-effect will not be to damage the

remaining part of your Corporation?

- (Mr MacGregor) Some of you may have been concemed obouf the
o

length of time it has taken to work out theie projects. It is exactly for the rea=
sons that you put forward =~ to make sure that equity is served on both sicles of
the fransacticn at all times. This has producad a lengthy, detailed and sometimes

difficult necotictions to adjudicate the values of the subscribed properties. Qur

- responsibiliry, of course, is to make sure thet the properfy belonging to the

- taxpayer is evaluaied fully.

222, But you will not be left with an unprofumble rump, having disposed

- of soma cf your rotcnhc'lv most profitable eaterprises?

(Mr MacGregor) We are dealing in the first instance with areas

“whcre there is substentia! over-capacity. Dy carrying out a prs ramme of raticna=
o : F y. Oy carrying P

" Iisation in the industry, e have to recognise that there are some retirements.

These kav been o= both sices of the irensaction. So we are no* being left with

~ rumps of unprofitable parts of our business. We have to face un to the fact that,

“if so, these shouid be retired.

‘Chairman: Now may we tum our aitention to the question of woges and salary

assumptions?

223. On wages and salaries, what assumpticns are you making in your

forecasrs about the movement of wages and saleries?

(Mr MacGregor) In our Plcn, we have no assigned funds f.or any -

change in the wages and salaries s»-uohon.

224, That is what | thought from reading it. Is thct not rcfher surprlsmg?
Do ;'ou not anticipate wage or salary increases during the period covered ! by your
present Plcn? g e LR b0 el il

(Mr MacGregor) The original Plan dlid not inélude any ‘provision

for this, but we iiave made one adjustment subsequently. That is, we have costed

~out the nroposed and largely-accepted 7 per cent number; and that has been

{ncluded in the secoad part of the term.

225, - That is from July? And that iz assuming thct when you do your




by !hd' amangement.

AL

asscssment i July, the thing is dévelo;:?ng according to the way you wish it

40 develop?

(Mr MacGreqor) That is nghf, or we wnll not be able to support
_ Mr M.k’érda S g
226, ~ What would be the effect on your profufcbthty of each 1 per cent
" variation up or dewn from that 77 e TS S S0,
(Mr MacGregor) About £7-m|l||on to £8-m:l|non. -
Mr Kerr A
227, Is it iniended to finance any pcrt. of-the Corpcraﬂon's cash require-
‘ ments for 1931/02, or its net assets, with funds from the ECSC?

(Mr MacGregor) Yes, indeed. | think we do have a contribution

in that area. The Corporation's financing next year will be by interest-free,
section 13(1) advences as | referred to zartier and it is unlikely therefore that
any lnans will be tcken up throvgh the FCSC, However, i* is likzly that sertain
R3D projects will receive sun pport and we have est'mcfer' perhaps about a million
pounds. Wa have, as you know, ¢ small enfcrpnse known as 3SC Industries. That
has made significant claims on the ECSC on behalf of their customers, recple

~.who are now creating new enterprises in the areas in which steel closures have
taken place. BSC Industries is sepcrately making claiims for sﬁpporf for conie of
the companies which are genercted as a rasult of their work. ' L

228. To come #o the nub of this matter, what assistance with redundancy
E payments and the cost of closure is to be received from ECSC sources?

(Mr MccGregor) | should like io refer that to Dr Grieves. | wonder

whether he has @ number in mind, " _
. (Dr_Gricves) Not a number but a prmcuple in mmr'!. As Mr Kerr
‘ "’:,-;‘ “may know, there are what we call "Eurcpean re-adaptation payments” which
. are sup,.or" pcymenfs for people out of werk for twe, years for re-frcmmg. The
cost of tha is funded helf by ECSC and helf by Government., e
223, ' Can w» have the deta’ls row or would you rather send them on to
: (Dr_Grieves) | should like to send them to you.
Mr Crowther

Am | right in thinking that quite recently, because of the massive
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extent of closures and redundancies in ?he‘/’sfeel industry throughout *he Commu~
‘nity, the ECSC funds for this purpose were (to say the least) in an embcrrassed
cendition? s that not fhe case? '
{(Mr MacGregor) We hcve no knowledﬂe cf that. But it would not

~surprise me. We have had no cdnscious recetion from them aof our place; that

may have come to the Minister.
Chairman: Now a que.,hon abeut workmg ccparc:l requ:rements. Mr Robin Maxwell~

Hyslop.

Mr Maxwell-Hyslop

231, What were the estimated working capital requirements in 1980/81
if you distinguish between stocks end other |rerns° "Oiher items" is a phrase
which ;ou used? ' :

(Mr Barker) The changes in the vc!ué of the three main elements of

working capital during 1990/81: . we have been running down high stocks which

~had-developed during ilie strike pericd; so stocks have reduced by £275-million.

Obviously, building up our business cgain cfter the end of the strike led to growth
in debfors,'vh:ch have been run down, @ig that rrowi'h has taken E?-M»-mullzon
- of new funds; and ‘our creditors' number hes also increased by £23-million -~
an overall ~hange, taking all three factors into account, of £72-million.

232. Is the provision of trade ~redit becoming an increasingly mporfonl’
~-item in your competitive posture? Is there a credit bottle between you and the
other steel makers? ’

(Mr MacGregor) If there is, we are nor co'i..ucus of it. There isa

credit batile taking place in the market betwean all customers and their suppliers.

Figh interest rates have forced many of our custoners o press vheir supplies for
support and ir: a weak market that is what usually happens. We try to maintain a

strict discipline over our recelpfs from particular debtors but it is not easy to do.

Agair, une raises a question about how much pressure you put on them when you

are h'ymg to help them survive, R TR Ry
s | Mr Mikardo Ml
233, Has there been any interest viithin the Iron and Steel Commumty
in mckmg some arrangement which would reduce cr even eliminate this credit-giving

competition ?

(Mr MacGregor) As you know, that is a serious problem in oll facets




~ of international trade. In fact s you know concessionary crrangements on

financing of exports seems to ba the order of the day, :

e g )i There are some intemational understandings, certainly among
members of the Community, so far as credit for large capital prolects -~ the
-so—called "turn-key" projects ~- a-e concemed? S U Y

(Mr MacGreger) | am aware of it; but | am also aware of fhe fact

that we constantly run info situations where, somehow or other, despite these
international cgreements, others seem to be abie to find ways to accommodaie
their cusiomers. T .

235, Are you °c|ymg -~ and here I am hcerg bcck a bit to the study
which we did of imporis and expoits generally ~- that, as some w-fnessps in that.
inquiry scid fo us, "We play cricket and the others don't, "? '

(Mr MacGregor) | would sa that, in exaggerated in'stcnces, that
A Y

might be the case; but there is stil! intense competition in the internationul markets
—w!w‘h refiects itself in the stretching of the credit rules in some -instances.

236,  If | may move 1o a different sei of. questions, in Clause 2 of the

as

SRS

Iron and Sieel Bill (in subsections (3) and (5)) fhere cre provisions for'the Sec=
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retary of State to reduce the amounis paid fo you under section 18(1) of the
1975 Act == tae so~celled "new ce: pitcl” == by an amount not exceeding
£1 OOO-mnlhon, in addition to the reuuchons wh-ich are mede in the financial
r2conctruction. So, arising out of that, do you expect that such o reducticn,

in whole or in part, wili in fact be made? And, if so, would that then allow
the value of fixed cssefs to be reduced by the same amount as the amount of
that reduction? A% '

(Mr_-MocGregor) | think the answer to fhcf is ﬂ .at we expect such

a reduction to be made and we do not think it will have a bearing on the value

 of the fixed ausets, i wauld have no effest on the value of the fixed assets,
. Of course, if we were to wnte down assets further, this write down wouid increase
~the revenue deficit. R o o
_ Mr Hill

¢ il Vo mentioned earlier 8SC (Industry) Limited. | hcve thfee.queshons
on this porticular meiter, First, whet was the cost to the Corporatian of funcncmg
BSC (industry) Ltd and how was it financed? Whet will ke the cost to the Core
porahor in 1931/82 of operating this new compony? iz :




: {Mr MacGregor) We hove’b:aen supplied with some stotistics on

the results to be obtained. May | read the past record? in the 1979/80 period

—the-cctual amount of money suppliéd directly by‘ BSC to BSC (Industry) Ltd was :

© £12.5-million. In 1930/81, we expect that number to be approximately the - '.

. same, perhops a little higher, of £12. 7-million. The 1981/82 number will be,
.again, akout in the same areq, somewhere between 12.4 end 12.5. And in |
1982/83, we popese to cut it down to £9-million plus or minus £1C0, 0C0. In
19 .43/«.44 to, maybe, cround £6-million. So far, BSC (Industry) Ltd claims thet

during the 1979/80 year, cpproximately 3, CCO jobs were created. In the 1920/81
period, about the scme. In 1981,82, their forecast is sudhtly less, aboui 6,000.
They bzlieve that the situation will recover in the following year, 1982/83,
and they expect a somewhat higher number, 10,200, in 1983/24, as the ope-

~+ . tation is phasad out, something like 4, CCO. e i

238, What revenue does this praduce for the Corporchon?

(Mr MacGregar) None af cll directly. We cannot measure any:

revenue. Some of these people do use seme steel, but it is very difficult to
measure. S ‘ a2 b :
239. This is probebly a tentalysing question. Would you.cgree that the
functions of BSC (Industry) Lid should properly be undertaken and financed by
" Govemment? ' | e

- (Mr MacGregor) Let me jusi suggest that it is in a sense just that

way aow. | would say thet it probably is a function of some agency other than
* British Steel Corporation to cerry this cut. Cut, having started it -~ and it has

cchieved some purpose == obviously we are plcmning.o phase out in a decent

time interval. A

' 5 , Mr Kerr _
24C. What scope in your view is there for im§mvin3 the trading profit

positicns of BSSC (Crmsn Steel Service Cenires), §SC (Chemicals) and kedpath

Dorman, Llong in 1981/82; hewin the main in your view can this be achieved?

(Mr MacGreaor) | think that in *he case of these enterpnse we

" have under way an attempt to improve their profiiability by the standard pno-
cedures of cost reduction and better marketing proctices. In the case of 8sC

(Chemicals). the problem is a liftle more complicated because of the supply of




raw materials which come from our coke ovens and during the period immediately
- past, with the werk stoppage, the chemical compary's raw matericl supply was
~totally disrupted. We expect that in the period fminedicfely ahead, it will be
- profitable beccuse of maintaining its sources of supply. We are trying to find
other sources of supply,. essentially. coal tars; and 1 suspect that we will find
' such additicnal sources. With re gard to RDL, that is very much a matter of
intemnal study ot the moment to arrive af the correct procedures with this part
of our company. Very substantial recuctions in losses have been achieved in the
{ast two years cnd some parts of it are profiiable today. lts future seems to be
_improving by viriue of the sieps that have been taken; and we are continuing
l' o study what cre the correct steps to be taken with this business.
241, Do you expect that you will be required to divest the Corporation
- of its subsidiaries if and when they cre retumed to profit?

Mr MacGreger) | would like, in some cases (as with the overseas
g

~operations that cre rezsoncbly profitable) try to convert these into liquid araets.

— e

. 242, © - That means: sell them? . ;
(Mr MacGregor) Yes. The problem is one of judgment. In a vary

rlepressed situation yo u could perhaps seil these things for two-times eamings.
- If we wait, naybe, uatil the husiness cycle improveS, we may get four~times
eamings. | feel that we have to make a iud;menf‘ as to whether we liquidate |
*hem now on a fire-sale kasis—--
243, You do nct feel that fhere is any matter of principle involved?
Just the degree of liquidity that s desizable would determine your answer?
B ‘Mr MacGregor) The timing is purely that of the best sales
" opportunity. Ak B o
TR . MrCarlisle ok

244, In this context of zelling off subsidiaries, we had a memo from the

National Asscciation of Steel Stockholders. 1t was very bitter about your com=
~ peltive activities in ockholding. Would you not agree that sfockholdin'g is
- 0ot reaily an cchwi'y for 2SC and that here you woul'4 dec well to sell off your
subsidiary ?
(Mr MacGre~or) That is a c‘ebcteable statement. First of cll; may

1 say that the role of the stackholdler is one which varies and changes. Cl early,

‘ot one 2nd of the sprect rum the stockholder hes a very real role to play in the

b R s e




/
retail distributicn of relatively small qua;fities of steel to the users of that
- steel who are not interested or attracted to the idea of placing an order with
~a lamge steel compeny cn:':-;wciting'for the grinding of the mills to brfng that
3 wp. The stockholder cen give them the shorl'-term delivery they need. At the
L ~‘other end of the spectrum cre people who cbviously, obtain steel in quantity
at regular intervals end they are properly customers of the steel mill. There
- -hias grown up in fhns country a quite substantial stocl'holdmg industry because
the centre ground = that area between these two clearly-definad different
. ~ends == has grovii. This is partly becouse of the inefficiency in Critish Steel
ond its inability to service smaller customes, and even some larger customers.
“Therefore, the distribution chain was increcsed to include the stockholdzr -~
- which adds cost.  And ihe stockholding irdustry grew extensively in this country
- for just that recson. | did not participate in the entry of DBritish Steel into the
stockholding business but in cnc‘lysing it | find that it had a motivation of
; _;defensi veness, trying to protect itself in the marketslcce from the fact that the
.‘;f;ckholding inclustry was not necessarily related fo British S;eel and found other
% usafu] solrces of steel such as from abroad. To a éerl'ain extent, therefore,
 British Steel in a*defensive mood, got iiself involved in the same industry.
- - Thope that s British Steel Corporatiot’s activitics imgrove, as some of the
. plans that have been under way for a while and are now coming fo fruition on
*he control of production through the plaiite, on the control of the ordering and
desgatch arrangements, we can service customers who would normally look to
. stockholders a lot beiter than we could, say, even two or thres years ago. Also,
much cheaper, because they will buy their steel of prices related to factor cost.
. Therefore, there is a change going on in the stockholding business; and it is
bound to create some distress as the market chenges for them. The British Steel
stockholding 2nterprise enjoys no preferred ,ncmg structure over any of the
~ other sfoukbolders, in fact, somewhat less. : A
Mr Crcwther

e R e ‘--«'s.l!-' L

- 245, Just a point on BSC (Chemicels) Ltd, have you had any discussions
with potential buyers with a view fo disposing of either all or pait of BSC (Chem~
fcals) Ltd.

(Mr MacCrecor) | would like vo refer that to our private session,

A lmey.




% Mr Mikordcs ' ;

2485, May | revert to Mr Kerr's ;quesﬂon for @ moment? Would you not
feel a bit of resentment if, after you had sweated to run unprofitable subsidiaries
and to get rid of the losses and make them viable, you were then required ==

{.use the word, "required" advusedly —to shed them gust at a time when they
could make some contribution to your revenue? A

~(Mr MccGregor) That becomes a question of whcf you do in your

business to make sure that the key, the main core of it, remains profitable.
Meany of these activities or;:‘ peripheral and | think that gocd business would
dictate that if we have assets that can be liquidated in aid of the core busiress,
they should !e. That is what would normally happen in the private sector.

' 247.' Yes — cs a matter of commercial judgment. But | used the word,
' "required" == required to do so, whether it wes your judgment thet you should

. or you shouid not? .- ‘
l {(Mr MacCregor) Maybe | exceeded my outhonty, because | do

not find the word, "required" operative. | find that the correct business calcu~
lation, which I referred to in my response fo Mr Kerr, is what | am supposed to
do. | am not wpposed to produce any fire=sales. We have a responsi: 'mhty to

the taxpayers to get their money back == and then some.

~ Chairman: Let us look at the queshon of pncmg. Mr Emery hes a queshon or fwo.

Mr Emery . :
~ LA e " You will realise that | have been interested in your pro;echons
for the future. Can you tell the Committee how ycu expect price levels to

improve in 1981/22, first of all, ct home and, secondly, in the export market?

D T A0

SRR AR

(Mr MacGregor) We get kack to the reason why the price structure
Y °

" in the steel industry has deteriorated: it is that there is too much steel chasing

-—too few merlats, Theréfore, the price structure will chenge favcurably only

e oY
B F

when there is either an expansion of the market or a curtailment in production.
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—~Hopefully, during the 1981/32 period, the tide is going to tum in that situaticn,

ol
Gt

A0 In working on .your projections, how much have you therefcre

i R

. —expected the percentage tum to bring cbout an increase in steel p;icés? Fids

(Mr MacGregor) We have some mockest assumptions on steel price

LAt iie
"‘,‘-‘<<‘§" T B
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Improvements during the 1981-82 period.




250, + OF about what sort of percentage?

(Mr MacGregor) It will vary by prooucts, there is no overc"

At just @ modest amount.

A e o Is it 1 per cent, 2 per cent, 3 per cent 5 per cent?

& ~ {Mr MacGregor) Moybe in the 2 per cent to 3 per cen’ area.
" That is overall. A i _ b
252, By comparison with the projection of prices, what is the expected

increase in opercting costs per tonne and what does this x-nply for profit mar=

A e S Ay e o]
s RS AR Sane R L A R '

gins.

(Mr MacGrerjor) You have c!recéy cne number on our expected

T
) Ne ke ST

increase in operating wage costs. | would say that it will average down to some-=
~t.hing a little more than the number we are talking akout in terms of price increases,
Somewhere about 3 per cent overall, That is a niet figure end cfter very sub=
stanrial changes were made in our running costs. e :
253. If you are making major savings on your runnings cosfs, what does
 this mean in relation to the orher factors? You say these are increasing? If you
are saying that this takes into account cther mc.ior eccnomies on your running
costs, does this nct mean that you see greater increases in the wage b?ll:? Where
: do you see the other factors?

(Mr MacGregor) We see sich fhmgs as the cost of energy changing

" and the cost of supplies, things like iren ore and coal. We have factors in the

case of these. : i : et .
254, What corrective action do you expect to take if the modest 3 per
-- cent increase in stoel prices was not to be achieved? '

(Mr MacGregor) This would involve us in examining the least

potentially profitable areas of the Corporchon and perhcps reducing our activities
An ﬂ'scf area. ey : o '
. 255. That means going back to your fa!l-bcck posuhon, does it? You

' have fall-back positions planned? SR BRSO

(Mr MacGregor) We have fall=back pesitions in the general plen,

.

"1 77256, . Do you not think it would be useful if those fall -back nositions
~-were put in a confidential paper to the Committee? -

~

(Mr MacGregor) We do not have any such paper.

iy
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ot But it would not be difficult to produce if the plans are there?

(Mr MacGrezor) | do not think that we would hcve any short-ferm

~-plan to produce such an operation.

258, Mr Macregor, you ere a bcnker. You wou!d reclly have mvested
your company's money or advise people to invest thir money without in fact
having knowledge of some fallback pcsnhon if there is to be a variation of 3 per

- Cent in the pricing foctors? Would you advise that?

(Mr MacGregor) Yes, indeed. | am perfecﬂy happy to tcke it.

Busmess is about risks, sir. W {

?59. Yes, but banking normolly requxres to know whot the fcl l-bcck
position is to that risk, does it not? :

(Mr MacGregor) | would say that in our case l, pérsona”} , have
“my own private idecs about how | would set chout it, ;
260, We would like to have a paper on that?

- AMr MacGreger) i am not prepcred to go into prmf on it cf thxs

{ X la Yy

sruge in the game, . Bl i e

Chairman P B e

Si- 2608 Is |t that you are waiting for the circumstances to arrive when it

~ will be necessary to make such an altemete plan? e el g

(Mr MacGregor) | teld yoy, Chairman, ot the Icct meefmg thci'

- -Wwe are monitoring the operations literally week by week and that it is not a

question of waiting for some specific point in time to take action. We have a
large number of different businesses. While they are all steel products, they are
in different markets. Each one of them is acting differently. [t is absolufely
essential at this moment that we o not get curselves into a situation that we

“have rigid arrangements, | explained ot our last meeting how we are in a very -

__ fluid condition ; and no general commits his froops toc fixed plan in a very

Jluid situation., e

Mr Emery ¢

: -»262.  lam delighted to hear that, Mr MacGregor, because I thUth that

 we were getting into the position that you only had a fixed plan. As you, ob-

viously, are in, and preparing for, o fluid position,. surely you arg not asking

this Committeo to believe that, with all your management experience, you and




your team have not gob altemnative positions fairly clear in your mind if there
are to be these movemants which you suggest are quite likely. |

(Mr MacGresor) We have a large number of separate businesses.

2t isvery difficult to put in the large number of variakles that might affect
_each of these into ¢ plan. We have work papers going back for years on alter-

" aative arrangements in every part of our business. | do not think it would do

anything other than confuse peogle to look at these work papers; because you 4
have no idea what they mean. Only we know that. :
Chairman: | think we will take your cnswer as you say it at the present time.

{ pass on to some particular plants, to questions which 1 think can properly be

answered in public session.  Mr Carlisle.

~ MrCarlisle SN SO e
263, Vhat do you estimate the effect of the clesure of the Linwood

cer assembly plant to be on the demand for your products?

(Mr MccGreg__m).As you know, we have Garteosh cold mill ond

"_Ravenscraig as a hot strip mili. Part of the products of these two operations

»_ in, say, the Sheffield, Teesside or South Wales area. -

went to Linwood and therefore the clesure of Linwood will reduce the immediate
«call on these particular facilities. We had planned in 1981/82 o an expestation

of about 15,000 tonnes of steel going from Gartcock to Linwood. Clearly, it

~ Linwood does close down our locd on these mills will be reduced, except to the

extent that we can find colternctive business. My colleagues have not been
_sitting around and waiting for thase events to happen; they have heen concemed
obout the future cf the plant there and have been looking elsewhere for business.
ft will not be ecsy to find because it willhave to be largely in the export markets.
264, ~ Are not transport costs a major drawback now to Rovenscraig, wit}\;-
out Linwood? :

(Mr MacGreger) Obviously, Rovenscraig material going to any

other part of the United Kingdom is at a disadvantage compared with the plants

o el

Mr Maxwell=Hyslop

265, Could you give us an idea of what percentage of the two steel
works' cutput has baen going to Linwood? You said 15,000 tonnes a year.

‘What percentage is it?

(Mr MacGregor) Obviously, 15,000 tonnes is not a very large

B i 78
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_ percentage of the Ravenscreig hot=mill ccpdc.ity. It is probébly down in the single~
figure range, less than 5 per cent. The number is @ somewhat higher percentage
of the Sardcosh cold mill output but still not a number that would result in total
disaster immediately. Of much greater concem is the fact that Gardcosh isa
- long way from morkel'. i A ; :
i y Mr Crowfher B
| 266, On mgof mould and bottom plate produchon, Mr MccGregor.
~Can you tell us first what assumptions you are making about the demand, the
production that you are aiming at, in i'haf field? | have a figure of 151, 200
tonnes per annunr. Would that be-=? . ‘ f
{Mr MacGregor) We do not have  he numbers here. All that I

___can.say is that the demand for cast iron moulds is a rapidly~declining one in

~ our business. 5 i
. 267. Yes. That is what | 'was going to come to next. I gather something
‘ tike 4.1-million tennes is likely to be coming through the continuous cacting
__toute, so that we cre talking about something like 10-million through the inot
mould route, are we not? 0 Ly W
(Mr MacGregor) That is cbout the rchos. ol i
263, " How much will that be reduced with further continuous casting?

(Mr MacGreger) At Port Talbet, there is ansther million coming

out. In the Scunthorpe area, ancther half million. We cre moving in chunks

" of a million and haif a million. | would say that our plans in the next two or

three years will take out between 1-million and 2-million tornes a year. |

269. So it will be anything betvicen 2-million to A-million over two

' yenars? ' § '
{Mr MacGregor) Yes. It is a ropidly declining part of our business.

270, Accepting that there will be a decline in the demand, how did

yo'c) arive at the conclusion that the best way to deal with this was to close the
A “Distington foundry? ; : ; :

~ (Mr MacGreqor) It was on the besis of recommendations by the

~ .staff involved, based on a careful enalysis of the relative costs of the different

sources. .
271, Are you referring ot that point to two documents produced by your

Fe menagement in September and December of last year?




_{Mr MacGreger) Yes, iric!ee/d.
272, Therefore, we cre on the same wave length?
A : (Mr MccGregor) Yes. o
273,  Conlaskone thing on exports? These documents cpparently

- ~@ssume_No scope for increasing your present level of exports of ingot mould,
-which t'gather are only 14, 000 tonnes a year. Why is it felt that there is no

-putential for increasing exparts?

o

Mr MocGregor) We, unforruncte!y, are one of fhe hugn-cosf

producers in the world.
274, If exchenge rates were to move in your favour, Would yau not
- -then be able fo get into the export business? b s S -
—.AMr MacGregor) We would do anything if you coulr‘ get the 'l
£ down to 1.50; but | do not think thet anyone else in the counfry would be
Hapave =l v ik 78

: 275. If there v-ere an upturn in total demand for liquid steel meking

per annum, would you see an increase being met mosﬂy through ingot mould
route or concast? g

(Mr MacGregor) No. It goes into extra concast. The pcce'—seﬂ"ers,

~ the Japanese, are up in the region of 60 per cent to 70 per cent., We just cannot
afford to go through high-cost operations and then seek to compete with them,
Everyone is going info the concast business and even the United States, which
hae been rather slow in picking this up because of capital restrictions cn the
privately-owned companies there, is now engaged in putting the bulk of its
capital spending into continuous cast. So what is happening around the world
is that the mould maaufacturing industry is in a very steep decline ~= not only
we, but the Americans, the Japanese, the French, the ltalians; everyone else
has suplus mould-making capacity. So the market is depressed intemationally.
We have been able to get a litﬂe business in the United States on ;he basis of
" 'meeting some of these internaticnal prices but, supenmposed on thct, fwusﬂng
““the arms of some of our friends in the industry. : oy |
276, I would like to go a little further into the reasons why you chose
the option to close Distington rather than the other optica, which wos to keep
‘open all three foundries, all three major ones. Was it solely cn cost? Was that
the enly basis of it? ! . o
e ' e [




©_{Mr MacGregor) Costs was the hcior factor.

Chairman :
- 277, Could you clarify my simple mind, Mr MacGregor, as to Why
£10%-million was spent s0 recently on the re-equipping of Distington before you .
' decided to close it down? Is it faxpayers' meney down the drain?  What hes
- happened? Fh i i %
e “(Mr MacGregor) | suspect that that is the case.
. -278. And are the people stili with you?

(Mr MacGregor) If you need a further list of simildr?-—

Chairman:  We would like @ little peper o5 to why you spent £103-million on
; -ge—equipping a plent and then very shortly afterwards decided to close it down..
.-z..,Mcybe for very good reasons; | am not questioning your reasons for closir.lg it.
But it seems a most odd cccurrence. Perhaps you could let us have a papei saying
why it was deciced to spend that amount of money, who decided it, and are
- shey still with you? : '
3 : Mr Crowther .
279 ] Consideration was already being.given to closing it down before
you had actually re-opened following the expenditure of over £10-million?

{(Mr MacGreger) | think you might be interested in the background

" ond 1 will be happy to produce a paper. :
o o BB sy e Mikdrdo e
280, | The key question, if | may suggest it, for thar paper is: what wéfe
'thé changes in circumsiances between the time when the decision was made to re-
3nvest and re-equip cnd the time when the decision was made fo close down?

(Mr MacGregor) You are very correct to raise that question; because

all of us bave about 20/20 hiadsight. It is much easier for us to poﬁs judgment

en this that it was for the people who were making these decisions at that time.
{ think it is only “cir to them that we record the circﬁmstcnces. - .
' . " Mr Crowther _

=281, Of the £10-million spent on this project, £4-million came from

- Govemment grents which you could not be licble to repay, could you not?

~Has that £4-million been taken into account in doing your hemework in de=

WA

ciding which ogtion to adept?
(Mr MocGregor) Yes, sire
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282, It hes been alleged by peo{:le employed ct Distington and operating

through what they call a "joint commmee " that the figures on which you have

mada your assessment == that is the figures produced by your FFe management -
- ere wrong in a number of respects, particularly on energy costs and mcnnmg
.«--—levels. Do you say that they cre right?

(Mr MccGregor) There has been criticism of fhese f'gures, but |

;du.not think it is based on any factual feundation. | heve no evidence that it
s, _ |
283, You have doubtless seen the statement | am referrind to, the
statement by the joint representative committ ee, which sets out in very g;edt
detuil the points on which (they say) your figures are wrong? ' :
(Mr MacGreger) | have not studied it in deicil myself. | hcve ‘

asked my management colleagues to examine all the evidence. And they re-
off rm the decision. : ‘ v . '
284. Have your menagement collecgues broughf to your notice thct

according to some exiremely detailed figures given in this statement the Dis=

_ tington moulds are 50 per cent more efficient than those from either Fullwood

orD (") in the sense that it tckes two Distington moulds to process the same

amount of steel as three moulds from the other two plents?

(Mr MacGregor) T at is one cf these interesting statements thet

Ry TPt R S

is not necessarily besed on what is happening in the world today. You will refer

£
=

Tk

vo the paper, | am sure. Dut here is the story. First of all, we cannot tell much

mould life until the mould has been in service for meny, many months, even
yeors. And you are talking cbout moulds which were made a long time cgo and

comparing them. We have in recent years conformed cur metallurgical practice

ST AR AT

S

at our foundries to the extent thet | do not think thet these statements are true

-about the production that comes from any of the foundries today. .

TR

285. Have your managers who nhave studied this doccument told you that

it

B0?

- -the-statement to which | have just referred is based on information received quite

LT

- —~yecently from the customers in Scunthorpe, Sheffield, Teesside and so on?

.

{Mr MacGregor) OFf course it ns, because thcf refers to production

mcde a long time ago.

e S rEa LA b L

Chairman: We shall be getting a pager from you Mr Macgregor and we may have .

«an opportunity of coming back on this later.

'..».. ; “'-.‘.‘ ; 33 Io




Going back to the decision-making process, Mr MacGregor,
before announcing your decision to close Distington, ycu had got the co-operction
‘of the workforce in a measure of rationalisation or slimlining, have you not?

(Mr MacGregor) | believe that that was going along fairly well.

o 287, Although even at the time you got the workforce co-ogercting
* with you in this, vou were still at that point secretly considering closure. Is that '
the case? ' ' ; :

(Mr MacGregor)! ds not know whom you refer to cs "you".

-2.38.- Whoever it is who was making the decisions in the BSC?

(Mr MacGregor) | think that the people who were operating the

business were not making any studies about what the);‘ were going to do in the
- future. These were done on the part of the overall top management of the com='
pany. The actual sperators were proceeding with the plan as it was extant ot
tkat Hime. bl Sba BT R fo% o
289, But it wos only a matter of weeks after you had got the co-operction

- ¢f the werkers in cutting down, in accepting redundancy, thct yay announced

ﬂ'.at the entire plant was going to close?

: (Mr MacGregor) It shows you how fcsf busmess conduhons are
~ moving today? ' ' |
290.  "You do not feel that there was certain information held beck

from t.« workforce and their representatives which ought to have been made

avdilable to them? i X _
(Mr MacGreger) | think that vhat they were told was, in all
sincerity, the understanding of their immediate managers as to the Corporation's
- current plans, 4 '_ » '
2903 Let us come back now to the recommendations of your own FFE
‘management, Did they not draw attertion to the fact that further ‘reducticns in
~ingot mould demand, to which you have referred, may at some stage lead to the

~-ooint where only cne foundry is needed. And did they nct suggest that it. might

R RRIRT FR S 2 T T RS ]
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_baunwise at that point to have lost Distington as one cption for the only survivor?

{(Mr MacGregor) 1 think that if we project the trend in continuous

PR LA RS e R
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casting, we may be down to one foundry. Where it should be is a matter of
dehate. '

o2, The choice will then hav - been ncrrowe, will it not, with Distington

e
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no longer avilable to you as a chaice? e : A :
(Mr MacGregor) 1 think that that would be in order because of its

~ enormous, cost discdvcntgge. 3 ; i { _ AR gt
2‘73. : And bearing in mind that the bulk of the ingot mould supply by
“-...-Distington is going to Scunthorpe, Sheffield and Teesside, which cre most geo~
ot 'v"-,graphiccl ly convénienf, will there not be a considerable penalty in transport
" -costs if those works have to be supplied from Scotl and and South Wales?
i (Mr MccGregoé | think that the trensportation costs are not

-+ largely different between the areas in which we expect to concentrate our
continving ingot mould production as from expected sources and Du’sﬁngton.
294, Coming back now to the costs, if unit cost production were the
~only criterion, we should finish up with Fullwood as the one survivor, should
- we not? . X i

(Mr MacGregor) Possibly. It is the lowest cost. .

i 2950 The only works anywhere near it is Ravenscraig ?

- (Mr MccGregor) You have explained, of course, the fact that

« transportation costs are also importart,

235, - The cost of supplying South Wales from Fultwood wold be enor-

f‘mous? | foins : s B mesRs
(Mr MacGregor) Yes, but Ful Iwood is not necesscr?fy going to be

 the final place. We @xpect to improve our procedures at the remaining foundries
~ond have reasonably comparable cc 's, and, in Fccf, longer mo_uld life becaqse :
~of the improved metallurgical practices. T R Sl
s aet207, If we refer again to the costs, wou!d‘y'ou agree that if the figures
s produced by the joint representative commirtee were éorrect - and I am not
- saying whether they are or not ; | do not know == then your projected £2~million -
':-.saving from closing Distington would become converted into a £6-mil fion loss? .
% Mr MacGregor) That is a question which I cannot answer. | have |

Mo idea. _ut | will tell you this. You are making as assumption that | cannot

- - —agree with.

298, I am asking ysu a question. [ am saying that if-—-=?

Mr MacGregor) It starts off with an "if", That is an assumption,

- 299, It ison "if"; but | om asking you to say whether it is the ccse thot :
if those figures are true~~2 : ' : S

= ~(Mr MacGregor) They are not true,
i) : ‘ "35. . :
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300, You will then suffer a £6-m§llion I‘oﬁs rather than a £2-r;ni-llicn‘
saving? '

(Mr MacGregor) Mr Crowther, you have my answer. These cssu'np-

tions are not valid, therefore the question is academic. « Tl e DR,
301, You have just told me that you have not looked ot thls yourself
~ that you have relied on your managers to read it? :

(Mr MacGregor) | get briefed on these things. I cannot read every

.

report comes in in absolute detail. | read all of the significant reports from my

managers. You know, we run a decentrchsed business. . '
302. Your managers advise you that these figures are so worthy of dlS"

missal thot they should not even be further considered? e . L

{Mr MceGregor) We have had @ very careful conslderchon and

discussion of the maiter. | can assure you thet the cecisions stand up under very
careful grillir 3, especially as it obviously exposes me to a considercble amount
cf personal questioning, to say the least. ;

303,  Dut not agreat deal of answering, if | mcy say so, Mr MacGregor?

(Mr MacG rer'or) The answer is very simples that the decisicn

stands up under the most rigorous examination within the company. | cm prepcred
to stand on that. :
- 304.. Perhaps we can look at that loter on in relation to the document
. you are going to supply. Can we tum to Scunthorpe? Scunthorpe is going to
suifer 20 per cent of your total job lesses under this plan, is it not? What was
the reason behind the decision to close Normanby Park? : :

(Mr MacGregor) It was a question of curtailing the productive

zoprcity in a product line where we had substantial overcapacity.

305. Is it a fact that part of the argument for closing Consett was lfeepmg

"Normcmby Fark open?

(Mr MacGregor) | do not know that it was, It is news to me; and

-

1 was not around. , e o ' s
- 305. Pertaps you wei : nct around. | could csk Mr Scholey. He could
--onswer it; he was arcund? ; o

(Mr Scholey) Yes, it was. The fact is that t‘we markets cecline --
and we have been saying this all moming == ct such a rate that we have har

tn keep pace with it in retrenchment.

G50




307w But such a gross miscalculation does net fill people with confidence -
in future foreccshng, does it.

{(Mr Scholey) One can only look forward ot a pczrﬁculcr noint of
~time on the various cssumptions such as we have been tal king about fhct one can
~conceive. The rate of change is still proceeding. You have been referrlng to
Phoenix 2 and so on. What do you thmk that is all about, other than the foct
that we are still trying to cope with the rate of change of demand, reclly, in
the market, the wey that prices have been moving.

: 308. Again, on Normanby Park, is it the case (cs | have ’*een told) that
deve.opmenfs in the last six years increased the total raw steel production by
~akour 38 per cent with an increase in the workforce of only ? per cent, uprating

- tones per man-year from 222 to 222; in other words, a very smmfuconf increase
in produc.hvnfy. Is that right.

(Mr Scholey) Thct could well be. |
weir Crowther: And is that reughly comparable to steel-makers in Ebrope'?

| ~Mr Hill

309. - Where are we going with this line of questioning ?

(Mr ’\‘oc(‘rer'or) May | suggest, Mr Crowther, that it is question

of the particular producf line that that institution produces. Their competition
" comes . com certain types of facilities in which even these improvements in costs
ore not adequate to meet fhe competition. | : o
; ; ‘ Mr Crowther 24
310. Is there any danger that by closing Normaby Pazk, the rest of the
“eunthorpe complex could be jeopardized? Could you get to a point where the
“ppleyby~Frodingham furnaces are not odequate to meet the requirements; and
by having a less tonnes~per-year to share the overheads could it mcke it unecono-
niical to the point where the whole complex closed down? :

; (Mr MccGregor) This is not necessarily an exclusive problem

to that area. We suffer from the same dangers in every location. o

~

{Mr Scholey) Normanby Park works and Appleby-Frodingham serve

two different parts of the market, Appleby-Frodingham will be associated very

much with Allied Steel and Wire and, as Mr MocCregor said, the prospect of

- gefting continuous casting in there.

Chairman: It is clear you will have to come back again and we cauld discuss those

ftems on a future occasion. At this stage I will say that the Committee will adjourn

for two minutes to enable Press and public to wnthr‘rcw $0 thct we may go into
~—private session, : e :

37
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17. |
DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE

123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 7691
SWITCHBOARD 01-212 7676

Minister of State

PS/Norman Tebbit MP
cL «/Em’

Nick Sanders Esq

]
Private Secretary to the l saaje,(--l-k-b avl- 'Favngl\

Prime Minister
10 Downing Street =
London &’h(‘% % e U/

SWA1 | # March ’|98’l My

Ard dop it redlly  mmeat +ha

E‘ N L(j\l -"QN c“' Yove (0“‘0—?

Further to the meeting which the Prime Minister held with our
Secretary of State and Mr Tebbit yesterday, I attach a draft
-letter for the Prime Minister to send to Mr MacGregor along
the lines which I understand were agreed at that meeting.

The reply takes into account the further correspondence from
Mr Campbell-Savours forwarded under cover of your letters of
10 and 12 March.

PETER MASON
Private Secretary




DRAFT LETTER FOR THE PRIME MINISTER TO SEND TO:

Ian MacGregor Esq
Chairman

British Steel Corporation
33 Giggyenor Place
London \ SW1X JJG

Y
\
\\
\

CLOSURE OF DISTINGTQN FOUNDRY, WORKINGTON

Mr Dale Campbell-Savours MP came to see me on 4 March to express
his concern over the BSC's decision to close the new Distington

A

ingot mould foundry in his\constituency.

He told me that he was not questioning the need to reduce the
foundry capacity in the Corporétion, but he believed, as did
the workforce and most of the local management at Workington,
that the decision to close the Digtington foundry had been taken
on the basis of an incorrect assesswuent of the relative costs
of producing ingot moulds at the three BSC foundries. He
repeated to me his assertion, made in the House of Commons on
18 February, that the Distington foundﬁx‘had been treated
unfairly because it was part of a different group within BSC
from the other two ingot mould foundries, ‘and that the basis
of comparison between the foundries had been distorted by

this bias.

I explained to Mr Campbell-Savours that, althoﬁgh I understood:

the concern felt by his constituents, the Government could not




intervene in decisions which had been taken by BSC management.
I undertook, however, to write to you to ensure that you had
been satisfied personally about the way in which the decision

to close Distington had been arrived at.

Since meeting Mr Campbell-Savours, I have seen a copy of the
memorandum dated 27 February which you sent to the Joint Action
Committee at Distington, from which it is clear that you have
personally reviewed this decision, spending a considerable
amount of time on it, and that you are satisfied that the
decision was the correct one. I would, however, welcome your

{;;Hmaé}confirmation that you have satisfied yourself about

this decision, since I should not like to rely on a document

which may have been illicitly acquired.
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I attach some correspondence the
Prime Minister has received from

Dale Campbell-Savours MP, including a

large number of letters

from constituents.
I think

that we must aim to reply to all
these letters in the Prime Minister's
eventual reply to lir. Canmpbell-Savours.

I should be glad if someone could
look through them all to make sure that

there are no new substantive points in
them,

N J SANDERS

Ian Ellison, Esq.,
Department of Industry
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17 March 1981

I an writing on behalf of the
Prime Minister to thank you for your
letter of 16 March with which you
enclosed a number of letters from
constituents and organisations in your
constituency.

I shall of course place your letter
before the Prime Minister.

N J SANDERS

Dale Campbell-Savours, Esq., M.P,
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12 March 1981

I attach some further correspondence
we have received here from Dale Campbell-
Savours, M.P., about Distington Foundry.
It will have to be covered in the Prime
Minister's eventual reply to Mr. Campbell-
Savours.

N J SANDERS

Peter Mason, Esq.,
Department of Industry.

i




12 March 19081

I am writing on behalf of the Prime
Minister to acknowledge receipt of a
letter from the Joint Action Committee
at Bistington dated 9 March.

I shall of course place it before

the Prime Minister.

N J SANDERS

Dale Campbell-Savours, Esq., M.P.
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE o01-212 29071
SWITCHBOARD 01-212 7676

PS / Secretary of State for Industry
1% March 19871
Clive Whitmore Esq =
Private Secretary to @,_; | NE

Prime Minister

10 Downing Street

LONDON o b
SW1 :

£ s I am writing to you privately to explain some of the
thoughts which lie behind the very strong reservations held
by Sir Keith and Mr Tebbit about the Prime Minister's recent
actions in connection with factory closures. Sir Keith and
Mr Tebbit are calling on the Prime Minister at % pm on Monday
16 March to discuss these issues.

2. Both Sir Keith and Mr Tebbit fully understand that the
Prime Minister has given her word to see individual Members
of Parliament whose constituencies are affected by major
closures. They also understand the Prime Minister's wish to
appear to be helpful towards those concerned.

S They believe, however, that by seeing individual MPs the
Prime Minister may be cresting the impression - and may even

be convincing herself - that the Government is able to alter

the repercussions of agreed policy without very serious risks.
Both Sir Keith and Mr Tebbit believe that the Government has

no alternative but to allow closures to take place and that
decisions about individual closures have to be left to the
companies concerned; only those who

have direct management responsibility for the plantsin question
can have the necessary understanding of the commercial,
industrial and market considerations which determine whether

or not a plant,or one plant rather than another,can continue

in operation. They think that the Prime Minister's intervention
in connection with the Bowater plant at Ellesmere Port, the

Tate & Lyle plant in Liverpool and the BSC foundry at Distington
have been seen by outsiders as evidence that the Government is
second guessing the managements concerned. They are worried
that this may be undermining the ability of the managements to
manage and companies to reach necessary but painful decisions.

4. loreover, the Secretary of State and Mr Tebbit believe that
the great majority of trade unionists and many others are deeply
ignorant of the economic. facts of life and believe that the

/Government




PERSONATL

Government can "rescue" uneconomic plants as if by magic and
at no cost. Correcting this misapprehension is difficult
and they think that the Prime Minister's willingness to
intervene in connection with closures may be helping to
prevent the wider public from gaining an understanding of
the impractability of "preserving" employment articifically.

B Sir Keith and Mr Tebbit also believe that the Prime
Minister's intervention may result in the wider public
perceiving her as a court of appeal to whom work forces may
turn in attempts to prevent closures. They also think that
because of her personal prestige, her interventions may
influence firms to take completely uneconomic decisions to
defer closures. If this were to happen they think it would
damage the whole economy since uneconomic jobs would be
artificially perserved and employment in other plants operated
by the same employer would be damaged. They are also concerned
about the burden on the Prime Minister's time.

S5 Sir Keith and Mr Tebbit would like to suggest to the
Prime Minister that when she sees Members of Parliament about
closures she showld draw a distinction between representations
and action taken prior to a closure or redundancy and actions
taken to mitigate the effects after closure. In their view
no pressure should be exerted on a company to distort its
commercial decision (although clearly regional aids may be
available to improve the prospects of viability) and neither
unions nor Opposition should be given the impression that

the Government can in any way prevent closures taking place.
They think that, prior to a closure, the Government can only
say that the decision is for the commercial judgement of the
company concerned, that no Government money will be available
to prevent closure (except in special circumstances where

the national interest is directly involved or through the
normal structure of regional aids) and that the Government
will not intervene with the company to distort commercial
decisions.

7 Sir Keith and Mr Tebbit think that the Prime Minister
should instead concentrate on action which can be taken to
nitigate the effects of a closure after it has taken place.
The Government has. a battery of support measures (assisted
area status, regional development grants, selective financial
assistance under Sections 7 and 8 of the Industry Act and
under the Science and Technology Act, assistance to clear
derelict land, advance factories, infrastructure measures etc)
and the Prime Minister can describe these as they apply to
the particular area affected by the closure in question.

By concentrating on remedial actions the Prime Minister will
be able to give the MP concerned some hope for the future

and can demonstrate that the Government is not indifferent

oyl
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fo the human impact of closures. At the same time the necessary
(but socially unfortunate) process of structural industrial
adjustment can go forward without being hindered by Government
intervention.

S So far as the closure at Distington is concerned, Sir Keith
and Mr Tebbit feel strongly that the Prime Minister should not
seek to ask Mr MacGregor to Jjustify his decision. They are
particularly reluctant to see her acting in response to a request
from Mr Dale Campbell-Savours who has been acting most uncon- .
structively in connection with the closure proposal at Distington.
The closure itself forms part of the BSC Corporate Plan and has
been approved by Ministers collectively. The delay in making
the closure is adding to BSCk costs and hence to BSCs call on
public expenditure. The decision itself has been considered

by Mr MacGregor carefully and Mr Campbell-Savours has sent the
Prime Minister a document (which may or may not have been stolen)
demonstrating that Mr MacGregor has considered.the issues again.
Sir Keith himself has mentioned Distington to Mr MacGregor who
stands by his decision. The Welsh Secretary is concerned that

a reprieve for the Distington foundry would lead to a comparable
closure in Wales (or perhaps in Scotland, a point which has not yet
occurred to political interests in Scotland). In the circum-
stances Sir Keith and Mr Tebbit hope that the Prime Minister

will agree not to pursue her factual enquiries of Mr MacGregor
and will instead agree to write to Mr Campbell-Savours saying
that, since her meeting with him;Sir Keith has spoken to Mr
MacGregor, that Mr MacGregor has (as demonstrated by the (stolen)
document supplied by Mr Campbell-Savours) considered his decision
again and that the Government, which has approved the BSC
Corporate Plan, will not intervene in the matter. The Prime
Minister could go on to point out that extensive regional aids
are available at Distington to mitigate the effects of closure
and that the economic prospects of the area will be greatly
enhanced if the workforce cooperate in bringing about a speedy
and peaceful closure to theplant rather than persisting in

blocking the decision.
Sou.v.\m

‘Q/\ w%
I K C ELLISON
Private Secretary
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Distington Foundry

PO Box 8, Workington, Cumbria, CA14 2JJ
Telephone 0900 - 64321 Telex 64147

9th March, 1981

The Right Hon. Mrs. M. Thatcher,
Prime Minister,

10 Downing Street,

London.

Dear Prime Minister,

On behalf of our colleagues at the Distington Foundry may
we thank you for the only moral booster we have had since the
12th December, 1980. The interest you have shown in our fight
against closure has given, not only the workforce, but the people
of Workington a knowledge that justice still remains.

Most of us at Distington Foundry have worked here since its
opening in 1946 and have grown into being a part of the works.
It is because of our knowledge and feeling for the plant that we
are convinced the decision to close it is so wrong.

Yours faithfully,

\jc;.>44ﬂ1u4an

J. Dumigan,
Chairman,
(Staff & Manual Workers
Joint Action Committee)
Distington Foundry

Part of BSC CUMBRIA — A British Steel Corporation Profit Centre




D|.stington Foundry

PO Box 8, Workington, Cumbria, CA14 2JJ
Telephone 0900 - 64321 Telex 64147

JD/EP
9th March, 1981

The Right Hon. Mrs. M. Thatcher,
Prime Minister,

10 Downing Street,

London.

Dear Prime Minister,

Mr. MacGregor has turned down our request for an investigation into
the plans of BSC Holdings to close the Distington Foundry. He simply
reiterates the views that we have heard before. It amounts to saying
that he does not believe there is anything valid in our claims that the
cost estimates used to justify closure could be wrong and that instead
of saving £2m next year the Corporation might instead lose £6m.

Mr. MacGregor also suggests that in some way or other the people at
Distington are to blame for the need to close the foundry.

All this leaves us with a feeling of helplessness as though the
Corporation does not really want to admit that they might have made a
mistake now that they have publicly announced their intention. Even
the fact that this announcement was made a month before any evidence
was made available totally discarding the spirit of "prior joint
consulation" does not seem to matter to the Chairman of the Corporation.

It is, Prime Minister, this intransigence that particularly hurts
us; this lack of conscience about not giving us time to present our
opinions before the public announcement, that directs us to seek your
assistance and we are pleased that you have agreed to our M.P's request
to look into the matter.

We do not, of course, know just what sort of assurances you would
accept from Mr. MacGregor and this is perhaps the key to the whole matter.
He may simply give you the same sort of reply that he gave to us and so
we have taken the liberty of sending to you a copy of that letter and we
now wish to comment upon each of the 14 numbered points contained therein.
We would like to impress upon you at this stage that we are trying to
represent the views of many people, managers, staff, manual workers alike
who are destined to lose their jobs if the BSC plans go ahead.

Point No. 1
This is preaching to the converted but that does not prejudice

the case for maintaining three foundries until a proper
investigation identifies which one should be closed.

Part of BSC CUMBRIA — A British Steel Corporation Profit Centre




The Right Hon. Mrs. M. Thatcher. 9th March, 1981

2.

It will be many years before the significance of this point
upon the mixture of large and small ingot moulds will be felt.
The continuous casting machines being installed in Sheffield
will certainly reduce the demand for small moulds but the

one going in to Port Talbot will have a greater effect upon
the demand for large moulds.

This very detail illustrates one of the shortcomings of the
BSC exercise since it was done without any detailed analysis
of the products to be produced and even worse, there is no
forecast whatever of the changing pattern that might be
expected in the years ahead.

3 & 4 can be dealt with together.

We think you will agree Prime Minister that these two paragraphs
would lay much of the blame at the feet of the Distington
workforce but what a false impression this creates.

The foundry redevelopment was not completed until August of
1980. New manning levels for this had been agreed with the
Trade Unions (and the previous Director) and the normal
bargaining processes culminated in agreements signed last
June, 1980.

The first real management initiative to severely reduce manning
was taken on 7th November, 1980. 311 men had to go and this
was accomplished within a few weeks with the active co-operation
of the Trade Unions.

When Mr. MacGregor refers to Distington personnel being involved
in the rationalisation exercise he may be strictly correct but
this raises the question of who was involved. It is unfortunate
but we can find no senior member of our local management who will
admit to having knowingly supplied information or having been
consulted in any way about a plan to identify which foundry was

to close. Staff and manual workers were definitely never involved
or notified.

5.

Mr. MacGregor has put the spotlight on one of the problems. Of
course Dowlais and Fullwood costs reflect actual performance
standards but if Distington Foundry closes their product mixes
will change and the operating cost per ton will increase
substantially since they will have to produce 2% to 3 times as
many castings for an equal output tonnage.

We only claim that their costs might not adequately reflect this
change since the methods used to assess this difference was totally
unsuitable to the task.




The Right Hon. Mrs. M. Thatcher. 9th March, 1981

6.

This point Prime Minister continues to excuse the Corporation
by putting blame on people at Distington.

Our reply to points 3 and 4 show that the workforce responded
to the real initiatives presented by management. It is mnot
their fault if the Corporation prepare a document in September
that shows the foundry at some risk and then keeps it hidden
until 6th January, 1981, three weeks after announcing their
intention to foreclose. There is additional evidence that
some capacity to improve results had been worked out by local
management and it was in the process of planning just how to
do it.

If there is any justification for using the term - belatedly -
it can best be reserved for the Corporation's revelation of
their September study.

7

We have been having some difficulty in obtaining from the
Corporation a clear statement as to why they think that we

could not compete with Fullwood. This statement of Mr. MacGregor's
is the nearest thing yet to that answer. However, is it true and
what is it worth?

7.(a)

Distington's furnaces also melt unbroken scrap. In fact Fullwood
only switched their order for furnaces at the last minute because
of a price advantage, otherwise they too would have had furnaces
that were identical in all but the specific power. We have 7%
megawatt, they have 10.

7.(b)

A report issued by Sheffield Laboratories in November, 1980 showed
that BSC Cumbria paid 1.99p per unit for electricity in 1979/80
and that Fullwood paid 2.55p for its furnace supply.

Even Hallside Works, a BSC neighbour of Fullwood, paid 2.19p per
unit and as a long established large user we can hardly expect
Fullwood to improve on that. We therefore conclude that

Mr. MacGregor is most likely wrong.

BUT even if Fullwood was a full 1p per unit cheaper than Distington
it would give them only a £5 per ton advantage, which does not go a
long way to explain the £50 per ton which was claimed as the overall
advantage in the controversial September studies.




The Right Hon. Mrs. M. Thatcher. 9th March, 1981

7.(c)

Mr. MacGregor talks about optimising overhead recovery. We have
yet to see a statement of how this will be done in such a way
that the £20m of Distington's foundry assets, including the
recent £11m of taxpayers money, will be seen to be justifiably
dealt with.

Certainly closing Distington will do nothing for this. We would
have thought that the last thing that his exercise was achieving
was the optimum recovery of the Corporation's assets, least of
all to pay back £4m of capital grants and then what - to sell off
the remainder of Distington at scrap value? It is ironical to
be talking of this when the Corporation has not yet completed
paying the bills for some of the new plant installed last year.

8.

These points refer to ingot moulds made in a different quality of
iron to that traditionally used by all manufacturers.

Mr. MacGregor's reply illustrates a degree of optimism that is
totally unwarranted by the facts. He clearly has ignored the
opinions expressed in our own study dated 4th February, 1981 and
in particular on page 25 an extract from a totally independent
authority which points out that a traditional Distington mould

is still better than the new quality of Dowlais mould and it
suggests that "some of the apparent improvements (might be) due
to a poor original qualityW

Paragraph 8 (a) is quite interesting since it suggests that we
might now have a new raw material policy that secures Dowlais!
future. This is surely a rather '"belated'" introduction of a

new constraint and so we do not intend to suggest how we might
meet this. If it is to be taken into account then it should be
properly introduced into the conditions for the new investigation
that we have called for.

o)

No one has asked for taxpayers money, it is but one option.
Another one is for Distington to operate its melting unit on 21
shifts, a common practice in Workington's industrial spheres.

A further alternative is to close down Fullwood and transfer some
of its plant to Workington.

BUT it any case it is not likely to be required until the
Corporation decides to manage with one foundry. This of course
is another weak point in the BSC actions. In the September

study it recognises the possibility of one foundry remaining.

It actually suggests that Distington might be the best for this
role. It does not evaluate the options and yet in spite of these,
someone ignores the issue and decides to close Distington.

No comment was made in reply to our claim that capital spending
would be required in the 2 remaining foundries. This has already
begun at Dowlais.




‘ The Right Hon. Mrs. M. Thatcher. 9th March, 1981

10.
We do not argue with this point.
11,

Mr. Macgregor claims he has studied our arguments carefully.
His own studies suggest a saving of £2.2m p.a. by closing
Distington instead of having three foundries, each on minimum -
manning.

We suggest that he is £2m wrong on his estimates, that he is
ignoring quality differences worth £m and a grant repayment
liability of £4m. We have got to be a long way out in our
calculations before Mr. MacGregor's statement is valid. You
can see now Prime Minister why we have a sense of frustration.
We feel sure our customers at home and abroad would endorse
our claims on quality if permitted to do so.

12.

Poor Mr. MacGregor. We have had one letter from him. We have
had two meetings with Mr. Bray, his Director of BSC Holdings and
on all three occasions we have been faced with the same issue.
All we can say to them is to go and seek the retractions from
where the accusations came; it was certainly not from this
Committee, although one way of stifling any such comments

would be to carxy out a new investigation, but this time in a
totally open and constructive manner.

13.

What inference? Has Mr. MacGregor got some document that we
have not? He should take that up with whoever made it.

14.

This Joint representative committee do not see lump sum severance
payments as an alternative to continuing work. Of course
individual Trade Unions will deal with this in their own way at
local level. Our view is that Distington Foundry should expect
the statutory 12 months' notice of closure and that this gives
plenty of time for a proper investigation to be carried out.

- What has the Corporation really got to lose. If it can justify
its decision against a much more rigorous review it will still
be able to close on time in 1982.

We hope Prime Minister that you can make sense of these comments and
that they help you to see the problem as we see it. We hope that you
will urge upon Mr. MacGregor the need for a proper examination of the
facts, an exercise that can be carried out long before the earliest
closure date can be reached and that you can pursuade him that he has
nothing to lose but much to gain. We are sure that in the event of
Distington Foundry being summarily closed without this further study,




The Right Hon. Mrs. M. Thatcher. 9th March, 1981

you would agree upon the need for the effects to be reviewed in say

2 years' time and would wish it reported to Parliament. We mention
this now, only because we believe that it will be necessary to ensure
right from the beginning that the information required is collected
and made available when required and probably subjected to some degree
of auditing. If the decision has been proved to be wrong we would
expect those responsible to be held accountable.

Yours faithfully,

§77€~Ae&fz;7¢¥”.

J. Dumigan,
Chairman,
(Staff & Manual Workers
Joint Action Committee)
Distington Foundry




10 DOWNING STREET

-

From the Private Secretary 10 March 1981

DALE CAMPBELL-SAVOURS, M.P,

The Prime Minister has seen the draft letter for her to
send to Mr. MacGregor which you sent us on 6 March.‘ She has
also seen your letter to me of 9 March. She is unhappy about
the key paragraph of the draft in its present form, and I
- should therefore be grateful if you could let me have a re-drafted

version.

She wishes to raise two points with Mr. MacGregor: whether
the figures underlying the analysis of the foundries were
correctly .ascribed; and whether other factors were taken into
account in reaching the decision to propose the closure of
Distington,.

May we please have a revised draft as speedily as possible?

i b. SANDERS

P.E. Mason, Esq.,
Department of Industry.




10 March 1981

I told you on the telephone this
morning that we have received some
more correspondence from Dale Campbell-
Savours, M.P. Here it is,

N. J. SANDERS

Peter Mason, Esq.,
Department of Industry.

/g\%



10 March 1981

I am writing to acknowledge
rean;i of Helen Donoghue's letter of
enclosing a. memorandum from

SANDERS

Dale Campbell-Savours, Esq., M.P.
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) Grosvenor Place memofandum

1 : Tan MacGregor TMEI K Dumigan -

. Mr_R Crellin
e No. . ’ cc  Mr R Scholey
Ext. Mr D B Bray

la Ref. 27 February 1981

jubject

DISTINGTON MOULD FOUNDRY

Thank you for your memorandum of February 13 and the enclosed documents.

I do, of course, understand your deep concern regarding the closure
of the above works and I have studied your arguments carefully.
However, they do not provide sufficient evidence for me to reconsider
the Corporation's decision to close the Distington Foundry. :

In support of the Corporation's decision to close the Distington Foundry
I would like to draw your attention to the following important issues
affecting our decision. ; _ |

1. It is generally accepted by all concerned that the BSC no longer
requires three major mould foundries. Furthermore, demand for
ingot moulds will continue to fall throughout the early eighties
with the increasing usage of continuous casting. The fall in
demand, therefore, relates to a trend and not some cyclical require-
ment which could conceivably show improvement in the future.

After heavy investment by BSC ii slab casters during the last few
years, the next tranche of casting machines will be designed for
bloom and billet casting. This will further reduce the requirement
for smaller square moulds which have been, and remain, a major
product line for the Distington Foundry.

The costs outlined in the original rationalisation document were
those provided by Distington personnel - in fact, Distington was
pressed to project forward any improvements they could visualise
for inclusion in the calculation. (There is no disagreement by
anyone in this respect.)

To suggest that these costs were not the responsibility of the
Distington workforce (management, staff and manual grades) cannot
be sustained. Over the last three to four years all Corporation
employees have knowof the precarious financial position of the

BSC and have been exhorted to explore every possibility for improve-
ment. In this respect, the Workington area was no exception,

though the response to such management initiatives at Distington

has been, until most recently, comparatively lukewarm and uninspired.
This is despite the involvement of national union officials who

tried to eifect a greater change of heart on the shopfloor.

Costs included in the rationalisation document for Fullwood and
Dowlais are current manufacturing standards and reflect actual’

{vaafeont
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performances. I have little doubt that both foundries can achieve
improvements and had they been asked to project these forward, and °
into the calculation, the gap in product cost would have been even
greater than that presently indicated.

It is acknowledged that when faced with imminent closure Distington
has finally, and belatedly, reduced costs; however, a gap still
remains and this is without taking into account point number 5 above.

Quite apart from any weighting given to the efforts of the employees
there are basic differences of plant configuration between Fullwood
and Distington, which give Fullwood the advantage on costs:-

(a) Fullwood's furnaces were designed to melt rapidly unbroken
moulds, saving breaking costs and time. : i

(b) Fullwood's electricity charges are lower than Distington's due
to the availability of hydro-electric power in Scotland.

(c) At the projected levels of loading the Fullwood facilities will
be almost fully utilised with optimum recovery of overheads.
This would not be so in the case of Distington.

In addition to the cost and labour advantages there are other beneflts
in retaining Dowlais Foundry:-

(a) Their quasi flake moulds are seen as an excellent product by .
their major customers, Port Talbot and Llanwern Works.

(b) This mould has only been in production some three years and is
already competitive on mould cost per tonne. Given the same sort
of improvement curve achieved when developing the straight
haematite mould it would be most surprising if current costs were
not substantially improved over the next two or three years.

Trial quantities of quasi flake moulds from Dowlais are already
in service in the United States and should, therefore, provide
Dowlais with a reasonable and profitable export load in the next
year or so, again helping to utilise fully their Facilities.

It must make sense, whilst a recasonable load remains, to retain
both a cupnla and a cold charge channel furnace route - the one
supplying new iron to the system and the other consuming scrap
moulds.

There is no case for injecting fresh tax-payers' money into Distington
to improve facilities when existing capacity is already in excess of
requirement and where that imbalance will steadily increase in the
future. :

.o ./C'H.’;t
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It is, of course, easy in hindsight to question the original development
programme for the mould foundries, involving as it did considerable
capital injection. The facts are, however, that the BSC assumed, along
with the rest of the world, a continuing high demand for steel through
the eighties, a much stronger UK manufacturing base and a slower growth
in the continuous casting process. None of this has happened and,
therefore, contraction of the BSC's foundry operation has become
inevitable. ‘

Whilst monies may need repaying to Government on account of rules
governing the iron foundry grants scheme, it is less costly to do this
than retain three under-utilised foundries or retain only two but
include the Distington higher cost route. '

1t is disappointing to receive no formal retraction'of allegatiohs that

FFE management deliberately mis-used information to prove the case for
closing Distington, particularly in view of the time and effort spent
by their management in ensuring all relevant facts were brought to your
representatives' notice. ' :

The inference that Scotland and Wales have been given favoured treatment
in respect of foundry closures would be a serious misrepresentation of
the facts. Over the last two years the size of the BSC workforce has
been reduced substantially and Wales and Scotland have borne the
heaviest burden in this respect.

Closures, with resultant unemployment, are not lightly sought by BSC
senior management, who are only too well aware of the hardships and
family upsets that this can create. It is because of this that they
have supported the provision of substantial severance payments to
redundant employees.

I have given considerable time and thought to the issues raised by your
memorandum and I have re-examined a number of factors and sought further
detail from Mr Bray and his team. Following this re-evaluation I am still
convinced that the foundry at Distington should close.

I do not believe that it would be constructive or appropriate to agree to
an independent enquiry not least because its findings would need to be
acceptable to both Dowlais and Fullwood. Both these works are currently in
possession of all the facts available to you and are, therefore, aware of
the costings submitted by the three parties and the disparities that exist.
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When you saw Dale Campbell-Savours last week you told
him that you would write to Mr. MacGregor about the
Distington Foundry. You said that for everyone's peace of
mind and the welfare of those concerned, it might be worth
"asking the Corporation to look at the figures again'.

The Department of Industry now offer the draft letter at
Flag A for you to send to Mr, MacGregor. When I saw it on
Friday, I said to them that it seemed to me to be significantly
weaker than the offer which you had made to Mr. Campbell-
Savours. You will see that the key sentence in the draft says:

"I undertook to Mr. Campbell-Savours that I would
seek your personal reassurance that the question
of which of the foundries were to be retained and
which, if any, should be closed was fairly and
thoroughly considered in order to arrive at the
best economic plan for BSC".

Norman Tebbit's Office have come back with the letter at
Flag B, justifying the draft (which Mr. Tebbit was himself
responsible for, replacing an earlier Departmental version more
in line with what you actually said at the meeting).

How do you want to play this? The trouble is that your
exchange of letters with Mr. MacGregor will have to become
public property; it should therefore be drafted (on both sides)
from the beginning with the likelihood of eventual publication
in view. If you deviate too far from what you promised to
Dale Campbell-Savours, he will attack the exercise as meaning-

less. If you go too far the other way, the dangers which

Norman Tebbit foresees will assuredly be realised.

/ Are you




Are you happy with Norman Tebbit's draft, with his
amendment, so that the final version would read:

"I undertook to Mr. Campbell-Savours that I would
seek your personal reassurance that the question
of which of the foundries were to be retained and
which, if any, should be closed had been re-
examined and beeéfggg}oughly considered in order
to arrive at the best economic plan for BSC.'" ?

Or would you rather use a slightly firmer form of words

as.:

"I undertook to Mr. Campbell-Savours that I would
seek your personal reassurance that the decision
on which of the foundries should be retained and
which should be closed had been reached
responsibly on the basis of the analysis which had
been performed, and that that analysis had been
soundly based." ?

ﬁs

9 March 1981




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 77697

SWITCHBOARD 01-212 7676
From the

Minister of State

PS/Norman Tebbit MP

Nick Sanders Esq
Private Secretary to the
Prime Minister
10 Downing Street
London
SWA1 9 March 1981

N Ntk

Thank you for your letter of 6/garchlseeking further clarifica-
tion of Mr Tebbit's reservations about going as far as to ask
Mr MacGregor to look again at the figures underlying the
decision to close Distington.

My Minister has asked me to explain that he is concerned that
once Mr Campbell-Savours has made it public that the Prime
Minister had required the Chairman of the BSC to reconsider
the basis on which the Distington closure was reached, ie in
effect to re-open the issue of closure, every closure decision
of this sort would be referred to Number 10 and the Prime
Minister would be obliged to ask Mr MacGregor to reconsider
it. Mr Tebbit believes that this was the path which led to
the Beswick review. He also doubts whether such an approach
could be confined to BSC - there would be extremely strong
pressure to extend it to BL, British Shipbuilders and no

doubt all the other nationalised industries also. Under

such circumstances, and indeed in the light of a request to
reconsider the Distington closure, there must be a considerable
danger that any closures which do result will be blamed on

the Government rather than the corporations concerned.

Finally, apart from these political hazards, Mr Tebbit believes
that there is a serious risk that the authority of management
in nationalised industries could be undermined by such a
policy.

In the light of these considerations, Mr Tebbit remains of
the view that the form of words used in the draft submitted
on 6 March goes as far as it is prudent to go, although he
would suggest that in the seventh line of the second page
"was" is deleted and "had been re-examined and been"
substituted.




I am copying this letter to Ian Ellison and Richard Tolkien
(with a copy of my letter of 6 March which I unfortunately
omitted to send him at the time).

PETER MASON
Private Secretary




DRAFT LETTER FOR THE PRIME MINISTER TO SEND TO

Tan MacGregor Esq
Chairman

British Steel Corporation
%% Grosvenor Place

London

SWIX JJG

CLOSURE OF DISTINGTON FOUNDRY, WORKINGTON

Mr Dale Campbell-Savours MP came to see me on 4 March to express
his concern over the BSC's decision to close the new Distington

ingot mould foundry in his constituency.

He told me that he was not questioning the need to reduce the
foundry capacity in the Corporation, but he believed, as did
the workforce and most of the local management at Workington,
that the decision to close Distington foundry had been taken
on the basis of an incorrect assessment of the relative costs
of producing ingot moulds at the three BSC foundries. As you
know, he made a long statement in the House of Commons on

18 February about this closure, and he repeated to me his
assertion that the cause of the tmible lay in the fact that
the Distington foundry was part of a different group within

BSC from the other two ingot mould foundries.

I explained to Mr Campbell-Savours that, although I understood

the concern felt by his constituents, the Government could not
intervene in decisions which had been taken by BSC management.

In addition, I know that you have seen Mr Campbell-Savours and




that he has put these matters directly to you, most particularly
his allegation that there was bias against Distington which
distorted the basis of comparison between the three foundries.

Nonetheless, I undertook to Mr Campbell-Savours that I would

seek your wprsonal reassurance that the question of which of the

foundries were to be retained and which, if any, should be

¢closed was fairly and thoroughly considered in order to arrive

at the best economic plan for BSC.

I made it clear to Mr Campbell-Savours that in writing to you
I was not presuming any lack of integrity or competence on the
part of BSC management, but I was seeking to reassure his
constituents on a matter of considerable anxiety to them and
one which, if left unresolved, might cause continuing diffi-

culties within the Corporation.




10 DOWNING STREET

From the Private Secretary 6 March. 1981

We had a word this evening about your letter of
6 March and the draft letter for the Prime Minister to
send to Mr. MacGregor which you enclosed with it.

I said that the Prime Minister had told Mr. Campbell-
Savours that she would ask Mr. MacGregor to look again
at the figures underlying the decision to close Distington,
and that the draft you supplied seemed to me to be
significantly weaker on this key point. You told me
that your Minister was unhappy about going as far as the
Prime Minister had undertaken to Mr. Campbell-Savours.

In these circumstances, I think it would be helpful

|

jif we could have a further submission explaining your

{Minister's reservations. If necessary, the Prime Minister
' 'might perhaps have a word with Mr. Tebbit.

Peter Mason, Esq.,
Department of Industry.




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 76971
SWITCHBOARD 01-212 7676

Minister of State

PS/Norman Tebbit MP

Nick Sanders Esq

Private Secretary to the

Prime Minister

10 Downing Street

London SW1 é March 1981

Thank you for your letters of 4 and 5 March about the meeting

with Mr Dale Campbell-Savours MP to discuss the proposed
closure of the Distington foundry at Workington.

As requested, I enclose a draft letter for the Prime Minister
to send to the Chairman of the British Steel Corporation; the
draft has been approved by Mr Tebbit.

In addition I am returning the material sent under cover of
your letter of 5 March. Officials here advise that we are
aware of the possibility of further redundancies at Workington
in pig iron production referred to in the correspondence. We
understand that this possibility arises from the low level
activity in the foundry industry generally in the UK and the
fact that BSC Workington is the main source of pig iron for
foundries. ILarge stocks of pig iron have been built up and
production has stopped until %1 March at least. Mr Campbell-
Savours has asked that this possibility is not referred to

in the letter to BSC, and it would in any case not be appro-
priate to do so.

PETER MASON
Private Secretary




10 DOWNING STREET

From the Private Secretary 5 March 1981

l

I attach some correspondence the Prime
Minister has received from Dale Campbell-
Savours, MP, following-up her meeting with
him last night. _In due course, I think that
we should return this corr ndence_to
Mr. Ca —-Savours, but I should be grateful
if it could be taken into account in drawing
up the draft letter for the Prime Minister to
send to Mr. MacGregor.

~

TS

Nl

e’

Peter Mason, Esq.,
Department of Industry.
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10 DOWNING STREET

From the Private Sécrefary 5 March 1981

I am writing to acknowledge your
letter of 5 March to the Prime Minister,
enclosing additional correspondence about
the Distington Foundry: I will, of course,
ensure that the Prime Minister sees it at
the earliest opportunity.

<
NAS

IS

Dale Campbell-Savours, Esq., MP.




From DALE CAMPBELL-SAVOURS MP

ekt

HOUSE OF COMMONS
LONDON SWIA OAA

5th March 1981

The Rt Hon Margaret Thatcher MP \o O
Prime Minister ek ' [ N
10 Downing Street " )/
p \’ ‘Sd e
London SW1. OVA3 L - wﬁan
nt'l \D AVA
v A Kjﬁ
Dear Prime Minister Vol N B &\

Please find enclosed the additional correspondence which you
requested at our meeting.

In addition to the jobs which were referred to yester-
day, which have been lost over the last twelve months and are to
be lost if the closure of the foundry were to go ahead, it is
possible that a new wave of redundancies will be announced in
the Pig Iron-producing section of BSC Cumbria's operations.

Any announcement of redundancies in that area would add perhaps
as many as 600 to the number of jobs already lost.

This decision, as I understand it, has not been taken and
it depends on the evaluation currently taking place between
the North East and Workington.

I would be grateful if, in any conversations which your
Private Office may have with the BSC, they would not draw attention
to my knowledge of the problem surrounding the Pig Iron Production
evaluation.

I thank you sincerely for your efforts on behalf of my
constituents in this matter.

Yours




NATIONAL DEPOSIT HOUSE
1 WATERDALE DONCASTER
SOUTH YORKSHIRE DN1 3XH
TEL: DONCASTER (0302) 25488

The Right Honourable D. Campbell-S5avours,
House of Commons

London
SW1A OAA 25th February 1981

Dear Mr. Campbell-Savours,

CLOSURE OF DISTINGTON FOUNDRY

As the Regional Secretary for the Midlands with a divisional
responsibility for Workington, I am writing to you on behalf of the
members of the Association who are employed in the Distington Foundry
and associated works. They are greatly concerned at the effect of
the closure, especially since the drastic slim down that took place
recently was to have made Distington show a profit if targets were
reached. Those targets have been achieved and therefore Distington
should be able to show a considerable improvement over the next few
months and reach profitability within the next financial year.
'éﬂ;gﬁbers of Dlstlngton Branch have produced a. ratlonale which
Toﬂs that the Egpgrts on whlqhmgscwbased 1t§_d30151nn are 1naccuratg
and. speculatlve£mﬂm_ deci e e ares mgmgffect as a,
flosure must be. based on good buslness sense and sound commerc1al
or InAthls case, there does not appear to beﬂgn
D?;Egp ';crpecssaliy or_ reasoned _logic behind the
v ,wum;lt would'éégﬁfkﬁmt¢a unllateral “decision has been taken
_f‘loselestlngtun w1thnutvcheck1ng into the. flnanc1al accuracy of
> repnrts upon whibh the dec: siun was based.m

v

e AR BN S e R R AP it

I enclose the reports by BSC for your consideration and the document
produced by a joint committee at Distington to put before the
Corporation. I would appreciate your comments on these documents
and their import.

The SIMA Branches at Workington are at this time asking the Corporation
to table their figures and reasons for the closure as laid down by

the governing National Agreement. When this has been done the Associa-
tion has a month in which to consider the evidence and make a response
which the Corporation must consider. It is essential that this
~response is accurate and irrefutable. Any suggestions which you feel
you could contribute would be most welcome.

urs sincerely,

v

L. MIDDLETON

Regional Secretary L. Middleton




- @ 5 C Cumbria
~ ~ Moss Bay, Workington, Cumbria, CA14 5AE
Telephone 0900 - 4321 Telex 64147

LH/W
12th February, 1981,

D. Campbell-Savours, Esgq.,
MP for Workington,

House of Commons,

LONDON

SW1A CAA

Dear Mr. Campbell-Savours,

Following the announcement of the Corporation's Survival Plan by
the Chairman on 12 December 1980 which referred, amongst other
matters, to the closure of the foundry and a similar announcement
to the foundry workforce by the undersigned on that day, there have
been a number of meetings between the men's local representatives
and senior BSC Management. Despite a free exchange of information
between both parties, it has not been possible to establish a
sufficient improvement to future production costs to convince

the Corporation that the Distington Foundry should stay open in
preference to one of the other two foundries. Accordingly, the
announcement of intention to close has now been confirmed,

There are 330 employees within the Distington Foundrv and approxi-
mately 100 others employed in maintenance, services and administra-
tion areas who will be affected by the closure.

The Corporation will make every effort to redeploy as many of these
employees as possible, but you will appreciate that this will be
difficult under the present conditions.

Yours sincerely,

M‘%M' :

_GENERAL MANAGER

c’ BSC CUMBRIA is a British Steel Corporation Profit Centre
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There is universal comcern @mong the pecple of Distingten eblut
vour Geclared intenticon to clcse the ingot rnouwld fourdry. i
understand your commitment to m3ke the Corporation pay its wey &nc
he prehlems that youl heve to®face when deciding that it dis mgsegi-ry
to clese down some activity. We would hope, however, that you vould
wish to have the pecple zffected understand the rcascons. Bt
tjust that little more tclerable if one can zppreciate the 'why
the matter. ;

Unfortun - this is not happening at Distington. Certeinly
¥r. Eray has g vs e firancial explanation but we find his
estimates of work at Distington to be hopelessly wrcnrg. Ve
glso find him ing 25 irrelevant some very real cests which
cocur outside Eralle. arocuictiicon  stece st angawbat e oven worce
e t any rceponsibility for operating
>istington ' CLAIMS Fullwood can be operated.

L
This should possible since both fourdries cperate identical
BT imilar types of eguipnent.

We are, of course, motivated by the desire to heep this exp
in Workington but there is no doubt in our minds that this is tetally
consistent with yvour search for the lowest cests. For this rezson
we feel morally justified, both as employees and taxpayers, tc raise
the matter with you. We have met Mr. Bray and it is very clear
that our views zre miles apart. He has refused our request for &n
independent review. We think that this would be a particularly
appropriate way to resclve our differences since we are not seeking
come compromise or middle road solution but simply an independent and
trustworthy assessment of the true financial prospects. Yr., Bray
believes that he can save £2.2 M p.2. by closing Distington. Our
estimates indicate that this is impossible and that in the yeer 1981 -
1982 the Corporation might end up losing £6 M instead.

The purpose of this letter is to recuest an independent review
of the issues involved.

We enclose two documents (labelled A & B) which were prepared by
Mr. Bray and his staff, and one (C) which contains the results of our
own studies. To assist your understanding of these we would like to
outline the principal features.




gest that

“
095
u

Slir.aing down all three foundries would save £8 M p.a.
Closing Dowlais could save another £1 M p.a.
Closing Distington instead could save £2.2 M p.a.

Fullwood are so clicap that their future is not questioned.

Ve vere imrmediately struck by the contrast between Fullwood
znd Distington. They could produce ingot moulds at £111 -
£116 per ton end yet Distington, using the same raw msterials
end process route, could not do better than P147 - £167 per
ten.

to exzmine the issues in some detdll wlth we m1ght ddd, the

co-cjrzration of the Distington Foundry Hanagér and his staff.

Document C presents our studies in a fair amount of detail,
the principal feztures being

The estirmzted cests per ton used for Distington were clearly
vrong end the ccijpzrisons with other fourndries unfair.
Distington can certeinly beat the Dowlais quoted figures.

Differences in product quality was not taken into account.
Some, if not 2ll, of grants totalling £4 M will have to be

peid back if Distington is closed within the next 3 or 4
years.

To question Mr. Bray's role as the lowest level of management
who is responsible for both Fullwood and Distington and’
therefore accountable for the major cost differences.

A meeting was held with Mr. Bray on Monday, 9th February, 1981, and
wwe were very diszppointed with his reaction.

item (e) He accepted this in principal and even though the error
might be of the order of £2 M p.a. he did not consider
this sufficient to change his mind about closure.

He dismissed as unimportant since the other foundries
would soon reach Distington's quality when they take over
the work. 10 years of trying to do this and succeeding
to the point where 3 moulds are needed to process the same
steel as 2 from Distington does little to bolster ones
confidence in this little bit of crystal gazing. Cost to
the Corporation - over £2 M p.a.




) He dismissed as irrelevent on the grounds that mo roney
xecally chenges hends cince it ell

Government (do we need Lo cermient
{of that sort of philcsophy?)

Lelongs to the
vpon the implications

nice t}

sinply refused to recoy

Signed on behalf of the
Distington Joint Represeniztion Cermnittee

- Chairman.

R. Crellin - Secretary.




DISTINGION FOUNDRY

Swﬁ/b/"d 5‘7 BSC
G REVIEW OF THE PLAKNING DOCUMENTS < f, s/orkesS

These documents purport to consider various options of
combinations between Fullwoéd, Distington and Dowlais foundries
at different output levels, Exports of which only Distington has

any worthwhile track record are dealt with superficially,

The Corporation's September document has to speculate about
the possible steel output whereas the December document is merely

an extract of appropriate sections made after the new 14m ton

coporate’plan had been announced.

’

These documents were not very comﬁlete. Tﬁey contained total
‘coéts of the various options without' saying how much each foundry
would contribute to them,
They.attempt to rank each foundry in terms of unit costs to
produce an identical ingdt,mould but this was a totally hypothetical
‘comparison since the.product chosen was not uniﬁersally regarded as

"typically representative' of each foundries normal product range.

The presentation did not show in any manner how these unit,v
cost comparisons could be linked in with the total cost optiéns. To
be fair to the Director of BSC Holdings he offered to supply all
details on demand and there.were meetings and cérrespondence to
pﬁrsueAtﬁis. However, this suffered from the inconvenience of
geography and the basis on which the exercise was carried out ie;_
"ask and yeléhall be told". It was difficult to carry out a .
comprehensive comparison between.foundriés and this is of course‘
precise1§ the sort of exercise that is being asked of the Chairman

in the request for an independent review,




A scerch for cerrors and ommissions was most fruitful.

ERROR - The manning was wrong, energy was over-priced anc
reductions in service costs which were being planned were
not taken into account,

The mnew estimates of ex works cost improves the compari son
withiDewladis ibytup tof2£2.¥3/7 6m p.a;

7

OX4ISSION - ~Although the September document notes the

£

fects, no attempt was made to put a cost on early closure for

the repayment of the development grants wcyrth £4m,

OLZ4ISSION - Quality is totally ignored. Distington has a

world wide reputation for ingot mould quality and this:explains

it'ssexporti wecord, Ever since nationalisation, the other
foundries have not been able to egual this., It is a sub ject
well served by statistical informstion and es recently zs
1980, Dowlais or Fullwood invariably had to supply 3 ingot

moulds to process the same amount of steel as 2 from Distington.

To lose Distington will almost certainly cost the corporation
a lot of extra revenue for extra moulds. The value of this
in one year could be over £2m but it also makes nonesense of

the demand quantities used in the original planning exercise,

The answer that is regularly given to Distington when they raise

this point is that this was all in the past and once these




foundries produce the new types of moulds they would soon

achieve the same quality,

It is well known that Dowlais have recently been experimenting
with a different quality of iron, at an additional cost of £20
per ton and with this they seen to just about reach the normal

Distington quality,

Fullwood on the .other hand, have 10 yéars of failure behind
them when _both they'and Distington used similar processes, which
are not.ﬁhe same ac those used now. Nevertheless the comparison
is stili fair and even though both foundries have changed their
processes, what guarantee is there that Fullwood are now as good
&s Distington? What they have done is to buy a bigger crystal ball

anc to cdismiss the evidence of recent months.

-

How on earth can one justify closing the proven foundry,
destroving the expertise built up over a lifetime and all for
To satisfy somecne who has made a mistake at the alter of

demanning without realising that there are other costs too.

Distington people are sensible enough to recognise the need for

reducing manpower but to do this in the wrong place at the wrong
time and thereby lose money is a priviledge that few can afford,

least of* all the British Steel Corporation.

~

Although professionalism may have been lacking in the decision

making process, we cannot level the same accusations as the authors

of the plénning document,




-

‘ (7 course thoy got somi things wrong Bt A0 ST Alertanifa e s
diecussicn document, it has uch to conmend it. For instance it
does not at any stage say “elose one foundry'. It says slim

down 211 three and save %8m and this incidentally is on the front

rAgesIma T M, 50 convenicently left off the copies submitted to the

o
(=

nion representatives in January. The main ftext save 1 at closing
could save another £lm or by closing Distington instead

:=nt be saved., But it only says £2.2m might be saved and

s =
=

currounds this point-with a host of provisos.
ror inetance we guotet-
:¢ poscsible to reduce the murber of menufacturing sites
steel production falls Yelow 12 million townes but the

el S oo o e o 2 CEIRED luctuations in demand would be limited

further clcsure, therefore, requires careful

the phrase "possible', not chould or rmust and the call

zful consideretion.

"The £1.2m p.a. cost disadvantage of Distington over Dowlais

st be weighed against:-
Tha Regional Development Grant 'and Ferrous Foundry Grant

received for the Distington Development would be at risk

amount £4m,

To make (at the other foundries) the full range of moulds

' currently made at Distington would probably require some capital

-

expenditure and some enhancement to production planning and control

svstems at the other foundries."




- ‘ On the other hand if Distington were to be left open
"No capital expenditure requirements and no risk of having to pay back

up to £4m in grants,"

But again if Distington were to close the Corporation would

"The advantage. of retaining the versatility of Distington
Foundry for the sole survivor role in long-term steel plant

developments," ;

"The long-term development of continuous casting may

ultimately reduce demand to & level that could be .met by one

foundry - Distington iT best equipped to meet the probable

product mix in that circumstance,'’

and finally

"A decision on the best option cannot readily be made

until the forecast demand.beyond 1981/82 is more clearly

appreciated,"

These phrases sound like common sense doubtsabout the wisdom
of closing the Distington foundry without further dellberations.
They surely help define the‘papef as a discussion document and as
.such, allowed to correct its' obvious érrors;Distington would have
little to fear, BUT to use it for immédiate'ddcision making'has

proved disastrous.




‘ Conspicuously absent is any attempt to evaluate the long
term - cnefoundry option. To close Distington on the assumption
£150 per ton to produce the same mould that Dowlais

produce at £130 and Fullwood at £112 can only mean that Fullwood

2 ¢wen in this finel survival role, But at cuch a time there
will be & very small demand for moulds in Scotland almost 50%
of dermarnd will be at Teesside, Sheffield and Scunthorpe.
Distington has the best location of all for this area and will be
considerabiy cheaper in transport costs than either of the other
two foundgies. However, the grestest anomgly would be to send mould

l/‘

Scotlend to Wales, 40% of emand

st e

could end up
i vel of Dowlais instead, hisgsortief sthinkine helpsiito
ustrete how superficial has been the existing study and how
zcgery it is for the :job to be done agein, completely, and

competently,
SUNDARY
neople of Distington need to know from the Corporation

Wny did you get Qur’costs wrong?

Why have you ignored grant repayments?

Why do you ignore proven quality?

Why do you not take the advice of your own planners and
investigate more thoroughly before making such decisions?

Wny did you not start joint consultation in time to sort the

matter out before a publicannouncement had to be made?

Why have you not evaluated the long term strategy to get the

shoice of a sole surviving foundry-correct ?




(7) Why do you believe that Distington must be so much more
expensive than Fullwood for producing the same product when

they are (a) Using same raw materials

(b) Using same proceés

(c) Under the same Divisional Director.




DISTINGTON T OUNUIRY

THE SEQUENCE OF EVENTS

19€9 - 78

On nationalisation in 1969 the new Corporation inherited a nunmter of
iron foundries and it was inmediately zpparent to those with the respon=ibijity
that there would be some need to control and to plan these ingot mould (and
bottom plate) activities. Even at this stage it was obvious that the country
had more foundry capacity for these products than was ever likely to be ncod;d

in the future since it was expected Lhat the great expansion plans for steel

would be zccomplished with continuous casting, a process that does not require

o

¢ vee of ingot moulds and their associated bottom plates.

This responsibility for! Corporate planning was given te the Director of
the Foundries, Forges and Engineering Croup and was extencec to embrace the
activities of all Corporation:imgot mould ifcundries, not just the ones which
were within his ‘own groué. Initially, under Director Ken lewis, the jiot was
carried out by an Iron Foundries Policy Committee on which the foundries were
representec along with the Financial and Cormercial Managers of the Group.

A first report was procuced im 1972. Then reorganisation within this.FFE
Group saw U} : creation of a group function controlling Engineering Development

Continues

and Management Services and it was this department which the

planning studies. A report produced in February, 1975 indicated that the

10582/83 demand for moulds and plates would be 370,000 tons. In September,
1976, a further report confirmed this figure and it was at this stage tgat the

' new developments at Distington Foundry were being planned. In faﬁt the final
detailed application for the capital outturn of £15.3 M was made on 12th August,

1976.

\

In 1978 a further updating of demand estimates indicated some fall could be

expected and suggested that these could be anywhere between 236,000 an d 338,700

; tpao




. Jt is necessary to say that throughout these stages Distington were
part of the FFE Group and were adequately represented. Invariably all
studies showed Distington's position as perhaps the most secure of all tle

foundries.

1976 - 80

In 1978 the Distington Foundry was transferred from the FFE Group to
become :art of a nmew BSC Cumbria and so from this point management is not shared
UﬂLii one reaches the level of Direé;or of the new organisation called ESC
Holcings. - Responsibilifies for corporate planning however remained at the

lower FFE Group Director level.

From 1978 - 80 the loczl management of Distington were ful]yloccupied with
fnstalling the new plant and this was completed in August, 1980, just in time
to cbtein full advantage of over £4 M from the Ferrous Foundry grant and the
Regional Development Grant fuTds. However, as events subsequently proved
sOomeone was already’forming the plans which were ;O'résult in a decisioﬁ being
announced 4 months laéer to close it all down. This decision was made following
a secret study dated Sep;ember, 1980 and thus it could well be said that the
decision to close was already nade.by the time that the foundry development was

complete.

September, 1980 and on

7th November.

On Friday, 7th Nchmber, Workingion was informed that the Corporation's
desperate financial situation rgquired'desperate measures and that‘826 émpioyees
of BSC Cumbria had to go immediately and that all other employees had, whg;ever

possible, to engage in short time working to take advantage of the Government

Aid Scheme. Of these 826 there were 311 from the foundry, 203 from.ironmaking

and 312 in the Administrative or Service Departments.  The men of the irbnmaking




.c’,u; artient were left in no doubt abiout the risks that lay ahcad. Their
turn
future depends upon a profitable operation but that in *° is completely

dependent upon an upsurge in the demand for foundry iron. Until then the

blast furnacecs are closed and deliveries made from the extensive stocks.

The Distington situation was not described in such depressing terms.
The new manning levels were consistent with a new standard capacity of 57,590

tpa (zs against the previous 126,000 tpa) and it was made clear that at this

level the foundry could expect to operate in profit. It was further reveaied

that this was part of a total strategy in which the other ingot mould foundries

wouid be doing the same. It was even given a name - '"Operation Slimline".

The workforce at1DfstingLon co-operated megnificently, Shop Stewar:s
worbec assiduously in an unaccustomed role to persuade people to leave but
zlwzve in the belief thét this drastic measure was the one way of ensuring
that the foundry would survive for the lasting benefit of. the town and of

succzeding generations.

12th December

Can you imagine the shock when 5 weeks' later on 12th December, when the
311 recdundant employeés were leaving, or had just left; the workers
representatives were summoned to be told by the same ménagement that there had..
been 2 change of mind and that the foundry had instead'to.close; To make
the magter even worse this was not a local anﬁouncement which might have given
room for some discussion but a full blooded national de%larapion in the form
.of the Chairman's survival plan. Once again it became clear that Distingtdn‘s
'degractors were plotting its overthrow whilst innocently anhouncing other
decisions. In this case the decision to slim was announced whilst someone
else was‘plannipg to close and this became e;ident later when it was obvious

that both decisions stemmed from the same new planning document written in

September and kept secret until January, 1981.




Lhat lay ‘alicdd, Thidyr
Copends uporn a itable cjperation but that in ©° is complet )y
€ent upon an upsurge in the derand for foundry iron. Until then tie
urrnaces are closed and deliveries nade from the extensive stiocks.
T@e Distington situation was not described in such depreesing terms.,
inning levels were consistent with a new standard capacity of 57,500
inst the previous 126,000 tpa) and it was msde clear that at this
It was furtier roevesicd

2V in whnich .the other ingot mould feuni

given 2 name - "Operation Slimline'.

erated magnificently, Shop Stewar-'s

rcle to persuade people to leave but

mresure wes the cne way of ensuring
benefit of ‘the town and of

Cing generations.

. ¥ou imagine the shock when 5 weeks' later on 12th Decembter, whe- the
recuncznt emplovees were lezving, or had just left, the workers

representatives were surmrnoned to be told'by the same management that there had
been a change of mind and that the foundry had instead to close. To make
the matter even worse this was not a local announcement which might have given
roow. for some discussion but a full blooded national declaration in the form
of the Chairman's survival plan. Once again it became clear that Distington's
detractors were plotting its overthrow whilst innocently announcing other

.

decisions. In this case the decision to slim was announced whilst someone’

else was planning to close and this became evident later when it was obvious

that both decisions stemmed from the same mew planning document written in

Scptember and kept secret until January, 1981.

ML g
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One Legan to wonder at this point about the

heave

no doubt that the absence of any

Meaning of joint

consultation and the workforce at Distington

cvrm of discussion pPrior to the announcerient was part of the deliber

ate stratepy

cf a Lulldozer and that the choice of Disfington for closure might h

ave more
to do with political objectives than comnercial ones; the belief that Workington
would prove to be a softer option than ejther Wales or Scotland.

2:l‘zd D».:cc—:.bcr

he Director of BSC Holdings visited Distington on 22nd December to

explain the reasons for the closure. This he attempted to do in financial

Fortunately perhaps the September Planning document which has already
COT mEntioned and was suppesed to be secret had been seen by some members of

were immediately concerned ab

Out its implications and bhad meanwhile

critical reply to the General Mznager .of BSC Workington.

cla agreed to offer his reasons in writing

to the accredited union officials and then receive in time, any written submission

6th January
bt adien A L

Two documents were supplied and these turned out to be

(a) The September Planning document with a crucial front page
summary missing.

(b)  An extract from this, dated December and which contained

only those points relevant to the new corporate plan which

had just been revealed.




kelative dutcs

At this stage it might be convenient to recall that

(a) A planning document with very limited circulation was issued
on 26th September.
On the strength of this document, operation slimline was anmcunced
on 7th November.
On the strength of the same document, closure of the foundry was
announced on 12th December.

The document was.finally made availible to the employees

representatives on 6th January.

The great criticism that this calls for is that it made serious joint
ceneultetion an impossibility. The Corporation had formed their views
entrenched them in a decision, enshrirned them in a public statement by.
the Chairman and all fﬁat three weeks' before making available the necessary

docunienL S,

fmplovees Case
pLo;

With t£e planning documents no longer sécret it became possible to.
consider the Corporation's reasons in some detail and to consider their value.
This was done and a reply submitted to the Director of BSC Holdings on 4th
February. This reply identified

(a) Some fundamental errors in estimating the costs of operating

the Distington‘Foundfy.
(b) Two important'ommissions in the form of grant reéayment

liabilities and of the value of Distington's superior qﬁality.

That it is the Director of Holdings himself that is accountable

for any.large‘differences in costs of the Distington and Fullwood

Foundries which are very similar in process and equipment. The,

appropriate comment here might be that one does not shoot the

patient if he only has a cold. Medicine is the correct antidote.




At outputs c¢quivalent to the mew corporate plan the estinates
presented could be as much as £6 M in error for the next
financial year and hence the Corporation stands to lose £6 M

»
instead of saving the £2 M forecast.

In reality the Corporation is unlikely to operate at the new plani ~d
level in 1981 - 82 but even so, the errors seem so great that they warrant
further investigation and the people of Distington are gquite sure that their
fiyures are sufficiently accurate to make it certain that whatever tle activily
the Corpéigtibn will LO.S E not S AV E money if Distington is closed at

this time.

Distington asked for an independent review which, needless to say, was

('on Sty Fcbruary) refused by the Director of Holdings and this has resulted in

thie request being made direct to the Chairman and to the Chief Executive.

This call for a review is not a call for arbitration to find a middle
roac¢ solution. The solution must be decided on economic considerations.
What is being asked for is an independent and trustworthy examination of all

believe
the factors. Distington the following criteria need to be satisfied.

(a) All foundries at risk should be repreﬁented
(b) Chairman and some other members to.be independent of BSC
> Holdings
The "through" cosﬁs fo consumer as well as producer to be
eyaluaied
Tﬁe scobe for exports to be more seriouslf considered.
~ The long term strategy wiﬁh the possible need for one foundry
to be examined, jAEk 2.) idenfify the best.foundry for this role

so as to ensure that this foundry is one remaining in the shorter

term strategy.




R . Joint Cournsultation

Onc cannot let this matter close without some comment about joint
consultation whatever this means; there has been plenty of opportunity for

et ttn
¢ September when the planning document was produced

it to take place
and the 12th December when closure was announced. Tt i sithandl yafiatriit]ia
Distingt - n employees suffer the injustice of a misguided decision because

the Corporation choose high speed bulldozer tactics instead of a formal

partnzrship in joint consultation.

The case presented by the team in Workington may not be accurate in

all respects, it certainly has a lot more substance to it than the Director
: ; his

of EIC Holdings seems willing to admit and the sources of lerrors and

crmicsions seem so credible to anyone who has read the cases presented by

both sicdes that there is, without doubt, and in the interests of justice a

nee¢ for the incependent review which they have rcpeatedly asked for.

dinisterial Involvement

It is precisely these sort of conditions for which the Government has
reserve powers under Section x? of the 1975 Iron and Steel Act to question
the cecisions of the Corporation. If the Chairman refuses the request made

by Distington then Government interference is needed. -

R 41 aBCE N T e M I B AL |



Yrports
Distingtun Foundry has 20 ycars of experience in selling ingot noulds

overseas where competitive pricing and good performance are essential,

Norway, Sweden, Denmérk, Holland, RBelgium, France, Italy, Egypt, India

and Canada have all recognised the qualily of the Distinglon product

znd at one time 30% of the 1lotal production wes going overseas. In
recent years this tusiness has becn a]]owcd 10 decline teczuse of the
thin profit margins but now that the capital dﬂve]olment has.givvn meie

s .to Distin gton :nd the critical slimming of riawpower

improved i{é fumpctitivcness
hiould be exzrined aud tha£ cxtra
2z Youg wz copport the continued cpers of three foundric:
Yave oficn

j“.

itic phrese "esport or die" end we nust now guestion the =

serious consideration by the British Steel Corporation irto this

Sccial Policy

Eas the BSC changed i social policy? Upon its incorporation in

zuch. wa § szid about ik importance of Social Folicy #nd who can forget the
1 zppoiniment r well krown Trede Union lezder zs the Direcior
of SOCILL POLICY. Every psrson who has bzen irvolved in plarning ile
cperations of the Corporation'must be zwere of the conéider tion thet heas
nly..s bzen 54ve to.this in the past. Indeed the decision to clese ihe
blast fu;naces at Stanton 10 years zgo took account of ithe grezter social

"N

hardship that would be created in Workingion if ironmeking ceased there.

= T : . RS

resting to recall an item that was included in the Corporation's

sation Siudy for Iron Foundries.




J"»ul;u.-:itn thiat an ellernative approach to plerming might be to sccept

that production costis could be controlled by Manegerial action Lo a

s

uniform level and ihen to choose the operating configuration on considerution

of "Sociological, Organisational and Regional forces, rather than on ccononic

grounds.,

The evenis at Workington make one wonder just how convenient it w

find sowe estimates, however wrong that could sugeest thet Distinglon Four®

ehould close, wherecas the true Tezs0n might.be in the fcar of the Corporat n

about dealing with ihe regioral forces that always seem rezdy 1o te unlcus)ed

o 3 P

ty the people of Wales znd Scotland. Clearky if tlie people ‘et Distingion
vzlieve in the ezislence of wiierior mot;\:s, repzrd the real xegzs

s

[ 3

343 PORTAE T
politicel, #n3d convince

en the Coxrpurat

v/

The‘effects®on the Town will‘beicetastrophic. Unemployment is alrezdy 1);..7%

‘on the Morkingion evchpnge and the zrea is third only to Ulster zné

1y appzrent. With ih
Ixronworks at risk the si tuation in Workingtoniis extremely’ serious.
ciples the Corpordt on =hou‘o think 2 dozen tines before mekin

on to close Gown its opsrations since there is no zlternative

enploy :ent that can deal with the situation.
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S Muscen oex

10 DOWNING STREET

From the Private Secretary 4 March 1981

Deat Celer

MEETING WITH DALE CAMPBELL-SAVOURS MP
DISTINGTON FOUNDRY, WORKINGTON

The Prime Minister met Mr. Dale Campbell-Savours at his
request at 1700 on 4 March to discuss the proposed closure of
the Distington Foundry. Your Minister was also present.

Mr. Campbell-Savours said that the decision to close
the Distington Foundry had been reached without the workforce
being told. He had learned of it informally from a manager
at Workington but had been pledged to silence. When the
Corporate Plan was published he was confronted by the decision
to close the Foundry and had subsequently made his statement
in the House of Commons. Later he had sent to the Prime Minister,.
under cover of his letter of 9 February 1981, a report by the
Joint Representative Committee at the Foundry.

He said that he had never argued that the Foundry should
be kept open for social reasons. The case he wished to make
was a commercial one. He said that he was supported by SIMA,
who took the view that the figures on which the decision had
been reached were incorrect. This view was shared by the
managers at Workington, with the exception of the General
Manager. He said that the local managers had written to
Mr. MacGregor asking him to intervene but that Mr. MacGregor
would not override his own managerial team.

In Mr. Campbell-Savours' view, the decision had been taken by
the FFE Group Managers in Sheffield, who were responsible for
the other two ingot mould foundries but no longer for Distington,
following reorganisation in 1978.

He emphasised that £10% million had been invested very
recently in the Distington Foundry and that we were talking
about a brand new works.

The Prime Minister asked whether Mr. Campbell-Savours

thought it possible that the BSC had reached its decision on
the grounds of sharing out closures amongst different communities.

/ She assured




She assured him that no political pressure had been exerted on
the BSC, either by her or by the Department of Industry. She
said that by the time the steel plan came to her, she had no
option but to accept it, since it had been worked out over a
long time and had been approved by a majority of the workforce.
All that she had been able to do was to look into the figures.
She said that she sometimes complained about not receiving
alternative plans from the nationalised industries.

The Prime Minister said that she was concerned to learn from
Mr. Campbell-Savours that he had been unable to discover what
he regarded as the full facts behind the decision to close
Distington. She said that any constituency Member would feel
the same in similar circumstances.

Mr. Campbell-Savours said that the total number of redundan-
cies in the Workington area was some 2,000, reducing the workforce
from 4,800 to about 2,800. He thought that it was inconceivable
that the decision had been reached on the grounds of sharing
out the hardship, since the loss of jobs involved locally was
some 40 per cent. He said that the Foundry workers themselves
had rejected the plan. He emphasised that the number of jobs
involved was more than the 300 workers in the Foundry itself,
since there would also be redundancy amongst maintenance workers.
He said that the workers felt they had suffered an injustice and
they wanted a proper evaluation of the facts.

He said that everyone accepted the need to reduce capacity
and that he would agree that one of the three foundries had to
be closed. The workforce accepted that there had to be a closure
but they wanted a proper evaluation of the facts. They said that
they could produce their products at a price equal to any other
BSC foundry and that if they had been allowed to contribute
to the evaluation, their Foundry would have remained open.

Your Minister asked whether Mr. Campbell-Savours was alleging
managerial incompetence in BSC. He replied that he was, and
that it had taken place in Sheffield.

Your Minister said that the question facing the Government
was to what extent they could intervene and take over decisions
which had been reached by the BSC management. The Prime Minister
said that the Government could not intervene but they could
enquire into the facts. She repeated that she could understand
the workers involved feeling a sense of injustice.

Your Minister said that enquiries had already been made
of Mr. MacGregor, and the response had been that the BSC
management were convinced that their conclusions had been
correct. He said that he could not talk to local managers
without undermining Mr. MacGregor's authority. The Prime
Minister said that the Government could not go behind the
Chairman's back, but that there should be another approach to him.

/ Mr. Campbell-Savours




Mr. Campbell-Savours suggested that it should be put to
Mr. MacGregor that some of his managers were not competent to
take decisions of this sort. He said that reasonable, sensible
people among the management at Workington had told him that the
consultation exercise leading to the closure proposals had been
a sham.

Your Minister said that it was very difficult for anyone
outside the Corporation to go over the Corporation's own figures.
The Prime Minister said that the Government could not do that,
and had to presume that the BSC management had acted honourably
and decently. However, she thought that for everyone's peace
of mind and the welfare of those concerned, it might be worth
asking the Corporation to look at the figures again.

Mr. Campbell-Savours said that the managers at Workington
felt that the behaviour of Mr. Bray and, in particular, the
conversation at Workington in which Mr. Bray had made light of
some of the financial considerations, had discredited the
Corporation.

Closing the meeting, the Prime Minister said that she was
not prejudging the issue but that she would take up the
question which Mr. Campbell-Savours had raised with Mr. MacGregor.

In subsequent conversation, it was agreed that we would ask
your Department to provide very rapidly a draft letter for the
Prime Minister herself to send to Mr. MacGregor, explaining
the source of Mr. Campbell-Savours' anxiety and asking him
to respond.

The draft of that letter should obviously be cleared with
your Minister. I hope that it might be possible for it to
reach us by close of play on Friday, 6 March.

The Prime Minister may have to answer an oral Question
from Mr. Campbell-Savours in the House of Commons tomorrow;
we will approach you separately about the briefing for that.

I am copying this letter for information to Ian Ellison
(Department of Industry) and Richard Tolkien (HM Treasury).

YOV'\ e

N'ch S’a.)b:

Peter Mason, Esq.,
L Department of Industry.
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 769/‘
From the SWITCHBOARD 01-212 7676
Minister of State

PS/Norman Tebbit MP

Nick Sanders Esq
Private Secretary to the
Prime Minister
10 Downing Street ‘
London  SW1 3 March 1981

B ke

Following your conversation with Peter Mason
yesterday, I am enclosinga brief for the Prime
Minister for the meeting on 4hwith Mr Dale
Campbell-Bavours MP, which my Minister will
attend.

The brief has not been cleared with Mr Tebbit
since he is in Brussels today.

\(o{ug %u\'c,ﬂel“ :

“(ath& ﬂtch&

HEATHER ARCHER
Private Secretary

Enc




MEETING WITH MR DALE CAMPBELL-SAVOURS MP, 4 MARCH

Mr Campbell-Savours has asked to see the Prime Minister

to discuss the closure of BSC Distington Foundry, in

his constituency, which will lead to the loss of about
420 jobs. The foundry is a modern one, completed only
ﬁ

last year, but BSC have substantial surplus capacity.
Further details are given in the attached background
note, and the Secretary of State for Industry wrote to

Mr Campbell-Savours on 20 February, copy also attached,

explaining why he would not intervene in the BSC's

mensanis

decision.

Line to Take

2o It is suggested that the Prime Minister will wish

to express sympathy over the closure of Distington

foundry, but at the same time point out that it is

essential for BSC to close excess capacity and to

slim down its ongoing operations if the Corporation is to
become viable and cease to be a burden on the taxpayer.
50,000 jobs were lost in BSC in 1980, and a further
20,000 will go in 1981 under the Corporate Plan. The
Government cannot conduct an investigation into each

and every proposed closure, since this would merely




serve to delay essential cost reductions and undermine
the effectiveness of BSC management. Decisionson

closures must therefore remain with BSC management.

e In response to specific points whieh Mr Campbell-

Savours may raise, the following may be said:

(i) There has been no pressure of any kind

by the Government on BSC to persuade

them to close Distington rather than one

of the other ingot mould foundries in

S.Wales or Scotland.

To keep 3 foundries open, as Mr Campbell-

Savours suggests, would however inevitably

mean redundancies in Wales and Scotland.

The closure of Distington Foundry will lead to
the Department of Industry seeking to reclaim
part of the grant paid out under Section 8

of the Industry Act towards the foundry

(see para 9 of the background note).




The use of Section 5(3) of the Iron and Steel

Act to obtain information about the Distington

Foundry, as suggested by Mr Campbell-Savours,

could not be used to provide him with detailed
information against the wishes of the Corporation

(see para 8 of the background note).




Background Note

MEETING WITH MR DALE-CAMPBELL~-SAVOURS MP, 4 MARCH 1981

Mr Campbell-Savours wrote to the Prime Minister on
13 February seeking a meeting to discuss the closure
of the BSC's new Ingot Mould Foundry at Distington,
in his constituency, with the loss of about 430 jobs.

2o Mr Campbell-Savours has been conducting an
intense and sustained campaign against this proposed
closure. The Distington foundry is a new one,
completed only last year at a cost of £10 million.
He believes that the BSC's decision to close the
foundry was taken on the basis of an unfair
evaluation of the costs of operating each of the

3 BSC Ingot Mould foundries (the other 2 are at
Dowlais in S. Wales and Fullwood in Scotland). 1In
seeking to put right what he believes to be an
injustice he has had a straight-talking meeting with
Mr Ian MacGregor on 18 December, at which he

claimed he was threatened: Mr MacGregor denies

this and the allegation is now being considered

by the Committee of Privileges. Mr Campbell-Savours
has raised the matter a number of times in Parliament,
most recently in a 50 minute speech during the
Second Reading of the Iron and Steel (Borrowing
Powers) Bill on 18 February (Hansard cols-373 to

383).

3 Mr Campbell-Savours also wrote to the Prime
Minister on 9 February enclosing a copy of a

lengthy document, prepared by workers and management
at BSC's Distington Foundry, which sets out a




number of detailed cost and quality comparisons
between the 3 BSC Ingot Mould foundries. This
report shows Distington in a very favourable light
and concludes that there should be a further period
of 3-site operations pending further detailed
studies.

4. The Secretary of State for Industry replied on
the PrimelMinister's behalf in a letter dated

20 February, copy attached. He made it clear that
the Government would not intervene in unpopular
decisions taken by BSC management.

B There is no doubt that BSC have excess capacity
in their ingot mould foundries. The decision to
install modern new capacity at Distington was taken
when BSC expected their production to be 26 million
tonnes of liquid steel per annum rather than the
14.4 mtpa in the Corporate Plan for 1981/82. If
Workington were not closed but all 3 foundries were
to be kept going at reduced capacity, this would
mean redundancies would take place in S.Wales and
Scotland. Mr Campbell-Savours has suggested that
it is political pressure on behalf of the Scots

and the Welsh that has led to the decision to close
Distington: no such pressure has been applied by
Government.

6. The current situation at Distington is that
formal notice of closure was given by BSC on

12 February, but no date for the closure has been
set. This is a matter for negotiations with the




local workforce: normally BSC give 12 months notice
of plant closures and negotiate severance payments
to secure earlier closure. However on 27 February,
following a mass meeting of the Distington workers,
the local union representatives have told the

BSC management that they are not prepared to negotiate
terms for early closure. They have referred the
matter to national union officials who are seeking
a meeting with senior BSC management. BSC are
considering this - they are not keen on discussing
local closures at national level. For the present
therefore, the Distington foundry remains open, no
date has been set for closure, and no further
meetings to discuss closure have been arranged.

s Even with the closure of Distington Foundry,

BSC will remain a major employer at Workington.

There are about 3,000 employed in Workington by

BSC at present, although over 1,200 redundancies have
taken place there over the past year, including

300 in the Distington Foundry itself, as BSC have
slimmed down their operations.

8 One of Mr Campbell-Savours persistent requests
has been that the Secretaryof State should use his
powers under Section 5(3) of the Iron and Steel

Act 1975 to obtain detailed information from the
Corporation about the decision to close the Distington
Foundry. In principle, this power could be used;

the reason why it is not is set out in the Secretary
of State's letter of 20 February. However, :
Mr Campbell-Savours may not be aware that the power
under Section 5(3) cannot be used to provide




information to an MP against the wishes of the
Corporation, since Section 33 of the Iron and
Steel Act prohibits disclosure of information
obtained from BSC under the Act, except with the
consent of the Corporation.

9. Mr Campbell-Savours also may refer to the fact
that the Department of Industry provided grant aid
to the BSC for the Distington foundry, under the
Ferrous Foundry Scheme ( a sectoral scheme under
the Industry Act). There have however been a
number of closures of DHundries in the private
sector which received grant-aid under this scheme,
and the Department has not intervened. Where a
closure has taken place we do however seek to

recover a part of the grant paid, depending on the
length of time which the grant aided foundry equipment
has been in use. BSC will be treated in the same

way.

Iron and Steel Division
3 March 1981




2 March 1981

As T told you on the telephone today, the
Prime Minister will be seeing Dale Campbell-
Savours, M.P., on Wednesday 4 March at 1630 hours,
Your Minister will also be present. As I
mentioned, I should be very glad if you could
provide a short brief for the Prime Minister,
to reach us here by close of play tomorrow.

I attach a letter from Mr. Campbell-Savours
outlining the topics he wishes to raise. You
will recollect that there has been previous
correspondence to the Prime Minister from him.

P.E, Mason, Esq.,
Department of Industry,




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212&50’]

SWITCHBOARD 01-212 7676
Secretary of State for Industry

2.0 February 1981

Dale Campbell-Savours, Esq MP
House of Commons
London SW1A OAA

()w M‘CWM'-GWW |

The Prime Minister has asked me to reply to your letter of

9 February about the BSC's decision to close Distington Foundry,
with which you enclosed a copy of a report by the Joint
Representative Committee at the Foundry. This letter also
follows up your earlier discussion with Michael Marshall.

T understand your concern, and that of your constituents, over
the BSC's intention to close Distington, especially in circum-
stances where the Corporation has spent substantial sums in the
recent past to modernise the foundry. The Joint Representative
Committee's report brings out clearly, however, that BSC is faced
with excess capacity in its ingot mould foundries.: There are
also several inter-related factors which have to be taken into
account in deciding what strategy gives the best overall prospects
for the future. In my view, and as I said to you at question

time on 9 February, these decisions are for the management of BSC
to take, and not for Ministers.

Intervention along the lines you suggest would, I believe, be
counter-productive. Ministers and Goverment Departments are not
equipped to evaluate detailed technical and commercial considerations
such as those lying behind the Distington decision. And if we

were to acquire this kind of expertise, we should end up

duplicating many of the functions of BSC management, which would

be both wasteful and inefficient. Second-guessing of that kind,

and the creation of a court of appeal for unpopular decisions,

would diminish the BSC's responsibility for its own decisions.

For these reasons, I asked the BSC to prepare its Corporate
Plan on commercial criteria (so far as this is possible for a
business in such great financial difficulties as BSC). My

/examination ...




examination of the Plan has concentrated on the BSC's overall
recovery strategy (and the risks to it) and on the future
financial needs of the Corporation. I made it clear to the
House in the debate on 16 December that the Corporation does
not require Government authority to put into effect many of
the proposals in its Corporate Plan, including those for
redundancies or plant closures.




Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

House of Commons Hansard, 18 February 1981,

columns 373-383
Extract from debate on Iron and Steel (Borrowing Powers) Bill:

Statement by D N Campbell-Savours at 11.28 pm

Signed CP%I)W Date 30 f]’"f]u.(y Q0/(

PREM Records Team




10 DOWNING STREET

PRIME MINISTER

This letter from Dale Campbell-
Savours is the third to follow

up your offer to meet Labour

MPs to discuss factory closures.
He has also tabled oral Questions
to you on each Question day for
the next two weeks, asking how
many meetings you have had to
discuss industrial closures.

We will make arrangements for

you to see Mr. Campbell-Savours
after your return from the

United States. q )
0 v
{

£ s
16 February 1981 "Jr—




16 February 1981

I am writing on behalf of the Prime
Minister to thank you for your letter of
13 February, which I shall place before her
at once, You will be sent a reply as soon
as possible.

Dale Campbell-Savours, Esq., MP.




From DALE CAMPBELL-SAVOURS MP

Wyl

HOUSE OF COMMONS
LONDON SWIA OAA

13th February 1981

The Rt Hon Margaret Thatcher MP
Prime Minister

10 Downing Street

Westminster, SWI1

Dear Prime Minister,

You will be aware of the document I sent you entitled
'Ingot Mould Foundry Rationalisation', and I wish to thank
you for your reply, notifying me of your decision to refer
my comments to Sir Keith Joseph, and asking him to reply
directly on your behalf.

In the light of your statement yesterday, however, that
you are willing to meet any Members who suffer major factory
closures in their constituencies, I would be very grateful
if I could arrange a meeting with you to discuss the closure
of Distington Foundry.

Needless to say, I would not abuse the very kind gesture
you have made to the House by seeking meetings on every closure
that takes place in my constituency. However, I firmly believe
that the Distington Foundry closure cannot be sustained on any
sound commercial basis, especially in the light of the British
Steel Corporation's decision to maintain other plants producing
the same product, despite their lack of advanced technological
status. I feel I would be failing my constituents and those
involved in the Steel Industry in West Cumbria if I were to
fail to accept the offer you have made to the House.

I would be grateful for the earliest possible meeting,
as this matter is of desperate importance to West Cumbria.

Yours sincerely,
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10 DOWNING STREET

From the Private Secretary 11 February 1981
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I attach a self-explanatory exchange
of correspondence between the Prime Minister
and Dale Campbell-Savours MP, You will
see that she would be grateful if your
Secretary of State could reply on her
behalf.

Could we please have a copy of that
reply for our records in due course?

N J ¢

A A T e
CANVERS

Ian Ellison, Esq.,
Department of Industry




10 DOWNING STREET

THE PRIME MINISTER 11 February 1981
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Thank you for your letter of 9 February
with which you enclosed a Report which has
been produced by a Joint Representative
Committee of the Distington Foundry.

I have passed your letter to Keith Joseph
and have asked him to reply direct to you on

my behalf.

) en

Dale Campbell—Savours,




10 DOWNING STREET

PRIME MINISTER

This letter from Dale
Campbell-Savours enclosed a
report about the Distington
Foundry in Workington and
asks for Department of Industry
action. It seems to me that
you might ask Keith Joseph
to reply on your behalf,
rather than getting into the
details of this controversy
yourself.

If you agree, I attach
a draft reply to Mr. Campbell-
Savours for you to sign.
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10 February 1981

I am writing on behalf of the
Prime Minister to thank you for your
letter of 9 February enclosing a
Report preduced by the Joint Represent-
ative Comnmittee of the Distington
Foundry in Workington.

I will place your‘letter before
the Prime Minister and you will be
sent a reply as soon as possible.

Dale Campbell-Savours, Esq., M.P.




HOUSE OF COMMONS
LONDON SWIA OAA

9 February 1981

O
The Rt Hon Margaret Thatcher MNP %“
Prime Minister
FPirst Lord of The Treasury
10 Downing Street
LONDON SWH{

Dear Mrs Thatcher,

I am enclosing a copy of a Report that has been produced

by a Joint Representative Committee of the Distington
Foundry in Workington. This Report entitled 'Ingot Mould
Poundry Rationalisation', challenges a Report produced in
September last year by Forges, Foundries and Engineering
Managers, a Report which I commented upon in my intervention
during the Steel debate on Tuesday 16 December 1980.

I am forwarding this document to you with the hope that
your Officials will examine it and put it to the Department
of Industry that they should use powers open to them under
Section V sub-section III of the Iron and Steel Act 1975,
which enables the llinister to seek information from the
Corporation with respect to their returns, accounts, and
activities generally. It is my view that if such information
was called for by the Secretary of State for Industry and
the Department was willing to intervene in areas of detail
in the Corporate Plan and question Corporation Managers,
that the decision that has been taken to close Distington
Foundry would be seen to need further consideration. West
Cumbria feels that with the closure of its newly requipped
Foundry at a cost of £10.5 million, the closure is based on
arguments that cannot be sustained if subjected to detailed
commercial examination,

It has been suggested that in response to Political demands
by the Government the Corporation modified its closure
programme in order to protect certain areas. An examination
of the accompanying document will show that it cannot have
been commercial criteria which determined the British Steel




