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EEL CORPORATION: FINANCES

gprrish ST

The committee COoH
sh steel COrPOF;-_*.,ion (BSC) which the Secretary of State for Ind t
ustry

Briti s
b 4o make to the House of Commons on 26 June
peo . -
- sECRErARY OF STATE FOR INDUSTRY said that the Chairman of BSC had itt
: id . written
'y pin 08 6 June to report that his Board estimated that the Corporation's
satn 1979-80 would be &£450 million from ordinary activities and

jderably moTre when account was taken of extraordinary items He had

estimated that they would need around

cons
further warned that the

400 million in 1980-81 more than their External Financing Limit (EFL) for

Board now

250 million, and that without that sum or some other offsetting arrangements
This

contrasted with the view taken by the Chairman in January when he had said that

they considered that they could not carry on trading.

the EFL of £450 million was unlikely to be enough, but that he would be taking
corrective action to bring BSC's cash needs within the EFL, and was not seeking

an increase in the limit. The BSC's Finance Committee would meet on 26 June

to discuss the situation and the Chairman would announce the unaudited results
1979-80 ‘on that day, when he would also indicate the prospects for 1980-81 and
the fact that the Government had rejected the Board's proposed expedient of
offsetting the £400 million increase by factoring of debts and sale and leaseback
:Z“::s:s;mk In this situation the Secretary of State considered that he was

e an early statement to the House. The statement by the Chairman

of BSC ; :
would immediately provoke questions, and he would have to confirm to the

H

e:::t:itt:e had been forewarned of the problem on 6 June.
at he should make his statement before Mr Ian MacGregor took

In this way Mr MacGregor coul

dial

and to deal

Moreover, it was
Wpointment, up his
il clemﬂs Chairman of BSC on 1 July. gatast

sheet and would not be blamed for the need to take reme

measure
8 ¢
v 0 reduce BSC's potential cash demands from the Government

ith the gj
Situation which he had inherited.

disc“Ssi

shoy)q °n it was agreed that, while the Secretary of State for Industry

draft before the Committee. -
t the Government which a

rose not from the

e
8 statement, it should be shorter than the

d be
W rgg . 2d€ clear that it was the BSC Board and no
p°“51ble

o for the predicament and that the situation @

orp"“&ti(,u ® but from the fundamental and long term inadequacies of the i
bggr, ™ Tt vould be a mistake to put too mich veight ot the present

be ch could turn out to

s
Quesge :
= arge S of their cash requirements in 1980-81, whi N
: i o a
) 9 vhen examined by the new Chairman. The Committee agree

alnendm
ents to the draft. 1
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summing Up the discussion, said that the Seas
etary

THE PRIME MINISTER,
s statement in the ligh

h toof th

e

Ty should revise hi
e amendments agreed.
the Chancellor of the Exchequer, and the §
ecretar,

leg

of State for Indust
He should then discugsg i
1s

discussion and of th

revised draft with her,

4 for Wales. In the meantime the Chancellor of
0 the

of State for Trade an
rm the Govermor of the Bank of England of th
€ Positiy,

Exchequer should info
ard and of the proposod statement.

revealed by the BSC Bo

The Committee =

1. Invited the Secretary of State for Industry to revise his stat
on the lines indicated by the Prime Minister in her summing up ofatimgm
eir

discussion.

Exchequer to inform the Governor of

23 Invited the Chancellor of the
d statement on the British Steel

the Bank of England of the propose
Corporation.
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CONF
BEI’I‘AIN'S INTERNATIONAL TRADE POLICIES s
nl ¥ .
o committee considered a memorandum by the Secretary of State for T
(E(BO) 43) on Britain's international trade policies They al 0; rade
. a 2 so had
pefore them 8 minute of 10 June from the Secretary of State for Forei
reign

th Affairs commenting on E(80) 43, and a letter of 23 J
une

fron the gecretary of State for Industry commenting on the Foreign Secretary!
retary's

pinutee

THE SECRETARY OF STATE FOR TRADE said that he invited the Committee to

endorse the Government's present policy of open trading and resisting

pressures for the general introduction of import controls Within thi
. s

framevork, the Government should continue to fight dumping and other unfair

trade practices, $o maintain those import controls which already applied in

sensitive areas, to use procurement policy to assist British industry

constructively, and to negotiate for better overseas access for exports and

for the removal of non-tariff barriers to trade where practicable, This
approach recognised that the Government's freedom of action was constrained
by fhe United Kingdom's European Community (EC) and General Agreement on
Tariffs and Trade (GATT) obligations and also by the need to guard against

retaliat : J
atory action against exports of goods and skrvices, which represented

More generally, he questioned
nsibility -
effective

z:::ze: ::rd of gross domestic product.
vl asP::S:t system of erartmental organisation and respo

d several Departments - permitted a quick and
He further questioned

flough reg .
ponse in competing for international trade.
ss to some major

¥hether
h
e Government might be demying British industry acce

Barkets 1 e »
Y giving undue weight to foreign policy rather than trading

Oh.jECtivEs.

Kingdom's

In Africa, for

t IVY SEAL said that he ‘did not agree that the United

*ading +
€ ing

erests had suffered as a result of foreig® policy.
our approach to

&

sample, we haq ¢ 3
0 o be careful to strike a balance 1n
gnificant and growing

ut
Africq

tr"flin,; 4 and to Black Africa, which offered us si
PPortunities
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al poliey objectiveg 2ot
out,

jttee endorsed the gener

In discussion the Comm:
Within this general framework it
ag

by the Secretary of State for Tradee

parti cularly importan
e essentia

t to preserve those measures of protection whjcy W
i
have and which wer 1 to industries and markets which were higy dig
y

vulnerable to competitione In further discussion the following poingg §
ere

made =

ynment should persevere with the policy of giving ol
k r

a. The Gove
ustrial and commercial

weight in the allocation of aid to ind

ons alongside developmental ob
rger share of the contracts

considerati jectives. It was unsatisfacty,

that the United Kingdom did not get a la

let by co
Tnited Kingdom.
their own commercial advantage — in part by

untries which were major recipients of aid from the

Other countries were more adept at deploying aid to

using ‘credit mixte' as
an instrument of trade promotion.

b. The Export Credits Guarantee Department (ECGD) was having to

withdraw their cover from a number of countries, such as Tanzania and

Zambia, who were in economic difficulty. This presented a dilemma:

unless these countries were willing to come to an agreement with the
International Monetary Fund (IMF) on an economi

there were considerable risks in advancing credit to them;
s in long standing

action through the
£ money from the OPEC
The Chancellor of
the Forel®
further

¢ stabilisation programt
but without

such credit we stood to lose important busines
Commonwealth markets. There might be scope for o
and the World Bank to encourage a greater flow o
countries to the less developed countries (LDCs ) .
the Exchequer would arrange for officials of the Treasury,
0ffice and the Departments of Industry and of Trade to look
at this.

: o
c. There was support for the view that if we were to compete efile'on
dins?

in overseas markets there was a need for more effective co=oT

of the various departmental interests involved.
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pRIME MINISTER, summing up the discussion, said that the Committee

pe general oPJ
Trade. They were not satisfied that under present

ectives for trade policy put forward by the

of gtate for

nts sufficient weight was always given to trade objectives and that

rrﬂngeme 2

Z ;sions Were taken quickly enough. It was essential that the British
eC o . 4

(ﬂ,vernme“t should be as effective in backing British industry as other

ts were in promoting the interests of their industries, She

governmen v
refore arrange for a small Ministerial group to be set up under

qould the
i chairmﬂDShiP jncluding representatives of the Departments most closely
concemed- She would consider further the terms of reference and membership

of this groupe It would meet periodically to consider current export
problems and would also consider whether any general lessons might be drawn

from experience jn handling particular cases.

The Committee —

1, Fndorsed the conclusions in paragraph 9a.- g.of E(80) 43, subject

to the points made in discussion.

2, Took note that the Prime Minister would direct the setting up of

a Ministerial Committee under her chairmanship with the duty of
ensuring that export problems in Government were dealt with quickly and
efficiently,

?cl.le Ev‘lted the Chancellor of the Exchequer to arrange.f?r.officials'of

under E&I'tments concerned to consider further the possibility of action,

0 eng he auspices of the Tnternational -Monetary Fund and the World Bauk,
ourage the greater flow of money from the Organisation of Petroleum

Tts Countries to the Less Developed Countries.
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NON—TARIFF BARRIERS TO TRADE 3l
- =
comi ttee considered a memorandum by the Chancellor of the Exchequer
I;:eo) g ¥on Non-Taxifs Barriera (NIEs) G0 Sees 9
-
- (;HANCELLOR OF THE EXCHEQUER said that in view of the mounting pressures ‘
o the Government to take a more vigorous line on NTBs he had convened a
snall grouP of Ministers, comprising the Secretaries of State for Employment,
Industry and Trade, &he Lord Privy Seal and the Minister of Transport, to 37
cxamine the problem and the options. There were strong arguments against the -

videspread introduction of NIBs in the United Kingdom. It would be
inconsistent with the Government's support for open trading, and with the
United Kingdom's international agreements, and it would risk unleashing
similar action by our competitors at the expense of our exports. The group

of Ministers had, however, jdentified four areas where it might be possible to ke 4I
introduce new regulations which could be presented as serving legitimate il
domestic policy objectivés and which would be helpful to United Kingdom 4:
industry, First, he was considering the possibility of accelerating the -

payment of Value Added Tax (VAT) on imports to bring it in line with the tax
This change would have a damaging 4
and his aim was

fits to 4

treatment of domestically produced goods.:
effect on company liquidity if it was introduced in isolation,
t make it at a time when other changes might yield offsetting bene

‘omanies,  Secondly, steps would be taken to negotiate an European

Commi g s .
“mission (EC) secondary ban on the import of leather and leather products
3 rt of sperm whale

contains '
0il &-umng sperm whale o0il, and also a primary ban on the impo .
th o Thirdly, it was proposed that there should be consultations with

® Botor industry with a view to putting Britain on @ similar footing to other

co .
P Uotries by the introduction of a matiomal type approval scheme "f’ :
®Teial vehicles, d have a small but helpful effect on import

ALATNAANCO

This woui

d that any major jnitiative

“gdom progucers. The group had conclude
jon against intra=-

e
Sy, + Y new procedures and more Vigorous act
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articular cases.

1d be better to concentrate on p

It wou
was in hand to review technical barriers to trade;

rocedures for the collection of VAT and statistics on imports; iy,

to presS f

P
mise of new long-discriminatg
ry rEg“latm

the implementation of the French pro

which would reduce their scope to frustrate inward investment; anq ¢, Teyi
ey

the possibilities for removing barriers to intra-community trade ip servig,

In discussion, there was general support for the proposals put forwarq by the

Chancellor of the Exchequer. The main points made were -
a.. The present procedure for the payment of VAT on imports were

damaging in that they positively encouraged manufacturers to purchase

——
components and semi-manufactures from abroad rather than from the
United Kingdom, While account had to be taken of the effects on compay
T— liquidity, as pointed out by the Chancellor of the Exchequer, it vas

important to bring the arrangements in line with those for domestically
produced goods as soon as possible.

The Germans had been particularly successful in winning' internatios

Their might well be advantage in

b.
f : acceptance of their DIN standards.
taking over some of their standards wholesale, rather than attemptind w
| 2 inl
‘ introduce our own. _The Secretary of State for Trade would be consider

this further.

THE PRIME MINISTER, summing up the discussion, said that the Committe

and alreed

the recommendations put forward by the Chancellor of the ExchequeT

[ e |
J

that the particular proposals for action should be p\;rsued-
The Committee =
Approved the recommendations in paragraph 19 of E(80) 57-

£

Cabinet Office
30 June 1980

e endm‘?ed

=l
1.‘v'01a“ ‘-.‘b.&lance-‘.
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.1 1 hnve rcad Witb intereot YOUI‘ memorandum o:f 16 H\ |
: ay.
2.. I agree ylith your central conclusiOn. that ve sbou‘ld
tinue ke and work’-for an open tradmg sS'stem

e comments on other p01nts you make.

But I
beve ]

3. First ‘the natlona] 1nterest TEelies that m,.intamcng i
our, membersbip (and Observing the obllgatlons) ofithe GATT

md the Europea.n Communlty are themselves elements in the : -
.national interest a.nd cannot be COUDterposed to e .

4, Secondly, I - sympaﬂuse w1th your argument that we must
act like our competltors An supporting our industries. But“
\Ido not accept the implication that even more should be domne
;::::ufzet;ie::: p::gramme 3 Moreover, it 1s simply not true
e Germans and the: Japa.nese have no aid
K::jm:a:s such. - Their aid programmes are in fact much
mdits takeours (and growing while ours shrinks) and mixed - "
]credit 2 do :p only a small proportion of them. - On mixed -
\&greedi ot thlnk that we. should cha.nge the policy which was -~
n Ja.nuary

i’ Policy Revlew

:follow:mg exhaustive dls»u.)sxon :ln the i

Tbir“ly x do no; s..cce t ﬂth‘tv; ~th caSes to which you
» Our tradin i 1% a n e h f

T ¢q Olpet it g nterests have su:rfered more thxm ‘those of v
Crisjg 1 e as Tt TeSult of our :foreign pohcy. Throughout
0““ B Iran we have been most careful to keep in step with :
“nity Partners. . " ' The Germans and the Italia.ns L v
Ore by l‘“"“'31:.’Lons than we shall. " I hope you would agree -y
“St aVoid ha.vj_ng to choose between South Africa a.nd

!'ic
2 and that thls :lmplies that we must stnke FE

MIDMNOC

Ier

:‘:Ql.x‘ef I
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A

gards ﬂle ‘Middlle E ime Objective of our
15 Tontry: to. avold the alienation< ]

< oy b el i qyi PR e g e

seﬂt g =
e dhesWestitiin, slerge, pbﬂrt becsuse of | the ‘risk which

ast : a pr

o would"rose tO f‘ur 1mP°rtanE COImnercia‘i relations with the
5 n 5y
Ilb countries-. In ‘the two cases, _‘Iraq and Saudi Arabia “where

L mve recently faced diffiClﬂtieS it was domestic incidents
y ratbef than tbe Government‘ .foreign poiicy, which were : =z
resp0,,51ble._(..-:You will recall indeed that .on Iraq you yourself
j.your letter of 15 May, _speciflcally urged that we should not

liow concern for our»trade to, deflect .us from takmg appropriate

neasures agamst:terrorism. It 1s certain]y true that ~our best

dedle Eastern mnrkets are becoming more difflcult < But I do not

klieve that our foreign policy has been respon31b1e for the '.'
problems which’ our exporters :face in that part of the world

tcept in Iran where the Government chos

b the detention of hostages.,ii ST

. I am only too aware of the constralnts imposed on our Ioreign

h“y by our limlted resources, - our historical obligatlons our

!::::“I:On.al'respon51b111ties and our public opinion.‘ But to the
at. "e-are free to choose,: T, am convinced that the right

hun,-e =,
is ‘to exert -what 1nf1uence we can- on. world affalrs and not

two m =
v al“ COmmercial competitors 4n Europe.'
or = 5
?‘mtlve Tole in internationai affa rS; - ind
By b J

Moy ..g ’It 1> 'because of the .1nab111ty —of
o Aot
,‘&onw °u°ds of 'the quality, quantity nnd pr
r
e 00mp et., s particularly the

a ’olitical response S %

*f gt ‘
rud Of 1ett1ng Brl ain i ¢ voice be heard France and Germany,.'
'are both seeking to :

undamental reaSOD

our ' mannf acturers
ice required T_he.
Germans and the Japanese, il
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