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| PROME MINISTER'S 1.  THE PRIME MINISTER informed the Cabinat in the

mTEN TION TO following terms of his intention to resign ags Prime Miniate: as
RESIGN poon as the Parliamentary Labour Party could choose & new
Leader.

NI have juat returned from the Palace where T had an
Audience of The Quean, I formally confirmed to her s
a deciglon of which I had apprised her early in December,
that in March of this year I would intand to make way for &
successor, And that I would resign as Prime Minister aa
soon as the Parliamentary Party had complatsd the
acessbry constitutional procadures for electing a naw
Leadsr,

"n March 1974 I decided that [ would remain in office for no
more than bwo years. [ have not waversd in this decision
and it is irravocable. Indeed I had originally intended that
it should take effect last September, but declded to defar it
bechuse of tha payamount importance of anduring the
paticnal acceptance and succese of the counter-inflation
policy the Government announced last July.

1] muat, of course, inform my colleaguns of my reasons:

#First, I have been Leader of this Party for aver 13
exciting and turbulent years - nearly eight of them in
Government, My period ap Prime Minister has been
longer than that of any of my peacetime predecessors in
this century, These ysdrs of office spanned & perlod when
Britain, natiopally and internationally, had to face stormas
and challenges without parallel in our peacetime history.

*But it is not only those last 13 years; In 31 yeara in
Parliarnent I have hoen on onn or other Front Bepech for
nearly 30 yoars ~ for almost 114 years in Cabinet. No one
ahould ask for more.

""To have led four Administrations, dedicated not only to
solving the oatioun's sconomic problems hut alao to
achieving a highex lavel of soclal justice and equality than
our people have ever koown, is a privilege conferred on
very fow men,

uSecond, I bave a ¢lear duty to the country and to the Party
ot to remain here po long that others are denied the chance
to seck alection to this post, This la the moat sxperienced
and talented team in this ceantury, in my view tranecending
that of Campbell-Bannerman 70 years ago. [am proud of
that, A lesagership alection will do good in showing the
countty the wealth of tAlent in our ranks,
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"The fact that T am leaving ahortly after my sixtisth
birthday haa no bearing on the choice to be mada. I have
reached sixty after 13 years' Party loadership, nearly
eight of theas In Downing Street. Some of my most
distingulshed predecessors were sither just below or just
over that age on becoming Prime Miniater, fncluding
Clern Attlee, Winston Churchill, Harold Macmillan and
Alec Douglas-Home in owr own time, The fact that ] began
early and bave borne the reaponsibility of this office for ro
long means that sixty iv the right age for ma to promulgate
a change.

"Third, it is my view that my suecessor should be in post
now, to lmpoas his or her atyle Bnd to work out the strategy
for the remalaing years of this Parliament. But]lam
cartain that the new Administration will assert tha sgams
determination and dedication in our counter -inflation

cies jn this ¢ as we bave unitedly shown to the
world, Eqgually [ am totally convinced that no conceivable
reconstruction of the Ca t could in any way lead to a
weekening in our resolve to fulfil in full measure our

commitment to our allies and partners overseas,

PFourth, there la & dangar, to which I have been alerted all
my working life. Itie that, in times of rapid change, you
may be faced with 2 decision which, perbape in different
conditions, you bave faced before. If, on the earHer
acceion you considered and rejectad a particular course of
action, there is a tandency to say you have heen into that,
60 that you do not give the fresh consideration the
circumstnces may requira, Jam determined not to
succumb to this danger.

"I want to make it quite clear, with the agreement of all my
Cabinet colleagues, that these reasons repreosent the total
explanation of my decision. There Bre no impanding
problemas or difficulties -~ sconomic or political - known to
the Cabinst, which are not known to the country and which
are not already the subject of the political discussion of our
tdmas.

INow 1 want to expréas my warm thanks toc my collengues,
not anly for thalr work and achisvements, byt for the fact
that in a1l my four Administrations thesa have been happy
Cabinats, We have faced problems far more daunting than
any Cabinet in our post-war history, and those problems
have bean met with more courage, more determination,
more imagination and more comradeship and unity than by
any Cabinet of which I have knowledge, I have in fact
presided over 472 Cabinets and thousande of Cabinet
Comunittens, [ bave answered more than 12, 000
Poarliamentary Questions,

2
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"] am proud of the achievements of these pant two jeara,

I"We romermber what we faced when we were recalled to
office n little over two years agd. It was not only the
sconomic paralysis, Thare was a widespread anxiety in
the country that even the "'govermability" of Britain waa in
doubt, It is not in doubt today, because the economic and
mocial governance of Britein has been satablishad on the
baais of the consent of the people,

UWe hava created & new relationship between Government
and people to replace the clash and confroatation which two
yeara ago almost brought thia country to disaster.

WThin i a far more united and determined paople now than
for many years,

NOut counter -inflation policiss have heen accepted by tha
great majority of the nation, Our counter-inflation
target for the ond of this year is now in sight of achisve-

ment.,

"In 1975 the current account deficit on our balance of
payments was leag than half the deflcit in 1974, even though
we have had to meat ~ &nd had %o meet in A peried of
unprecedented world #conomic problems - the five-fold
increase in the price of the oil we import,

"The value of our exports is rising etrongly - by 4 per cent
in the last three months compared with the previous three
monthe - and at a much faster rate than imports,

NFor two years we have had to face the conseguences of
world infiation and world unemployment., But now the
economy la beginaing to revive, DBusiness confidence is
higher than at any time since the auturnn of 1973, There
are growing signs that the rate of increase in unemployment
is running at a very much amaller level than last year,
particularly the laat three months of lagt yeay,

tH'We inherited 2 dengerously distorted and unbalanced
dconomy, We are beginning to get it right,

PFor the firat time, Industrial problemns are being tackled
by relevant micro«ecanomic action in place of aa over-
reliance on clumsy and often ineffactive macro-aconomic
lurches; through NEDC and divect action to restructurs
and modernise particular industries through NEB and
specific sectoral actiona to strengthen ouxr econornic base,
which i{s manufacturing industry.

3
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"We have embarked on ths biggest programme of industrial
training and re-training in our history,

"We have carried through the greatsst-aver improvements
in the standards of pensioners apd others dependent on the
social services, particularly the disabled, previously so
neglected,

"Wa inherited the lowest houwsebuilding figures since the .
19508: ws have restcred the housing prograrmume to over :
300, 00 houses & year, : :

itIn world affairs our relations with the United States, with 1
European countries, East and West, and with the 4
Commonwealth, are bettar than for many years, Cur
membership of the European Community has heen l
confirtmed, Our relationa with the United States were |
recently described by Prasident Ford as being "as good Al
an they have ever haen'', \

\
|
|
|
|
|
|

"Now, for the future. |

HLater this morning I will meet the Chairman of the
Parliamentary Labour Party, and propose that he calls a 1
special meeting of the Party this evening, to put forwazrd 3
the Liaison Committee's suggestions for the leadership il
election, so that nominations may be invited [orthwith, T
I would hope that thay may be abla to devise procedures -
whickh onable full consideration to he combined with all i
reagonahls speed - certainly moxre expeditious than the Y
somewhat leisurely weekly procedures of the past, 5

"I shall play no part in that election apart from ecasting my !
own vote by secret ballot, Nor will I reek to influence a ’
single Metnber of the Party in hia vote, l

"I ghall remain in Parliament as long as my constituency
will put up with me, Ihawe not been inactlve on hehalf of
my constitwents, I hope to sen more of therm and put in
more time ok their behalf, I am above all a Parliarmentarian :[
I love Parliament and want to go on eaerving it and serving :
in it,

"] shall not go into industry or take paid employrnent.

U] ghall not accapt the headahip or other office in any place H
of lasrning, apart fram my present relationship with the :
University of Bradford. [ may give occasionallctures haxe
or abroad, as [ have for many years, but not to the detriment |
of my Parliamontary work, |

4 I
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'T want to say thie to my succassor, whoever he or she may
be.

"This is an office to cherish; stimulating and satisfying.
You will never have a dull moment; you will never gst
bored. Butitis a full-ime calling. These are not the
easy, epacious, socially.orientated days of some of my _
predeceusars. Apart from quite generous holidays - I
whan, twake to modern communications, [ have naver heen I
mare than maments away from Downing Street -~ 1 have had ‘

to work seven days A week at least 12 to 14 houras a day.
But the variety and intereat - with, uxually, at least 500 '
different documents or submiesions to read in an avarage
weoekend after & husy week - means that you do not get ‘
bored; conseguently, you do not get thred,

"Every Prime Minlster hag his own style., But he must know
all that 1s golug on. Even if ha were tempted to be remise
in this, the wide-open nature of Prime Miniater's
Qusstions - entirely cifferent from that of any departrnental ’
Minister - requiren familiarity with, aad understanding of, :
the problems of every Deparimeat and every part of the
country,

"More than that, the price of ap Administration'a

continuance and success is eternal vigilance - on duty or on

call every minute of the day, Yet you must find time enough
to stand back and think about the problemas of the i
Adminigtration, ite purpose, its co-ordination and its I
longer -term estratsgy., Equally you have to watch for that
cloud no bigger than a man's hand which may threaten not |
tomorrow's criais, but perhaps next month's or next year’s, i
In all this you have got to think and feel politically an well |
a8 in constitutional and administrative tarma.

Parliament. It is the job in tha country. The leader of the
Party, and no less the Frime Minister, has a duty to meet

the peopls, to address politicel and other mestings, ¥or

13 yearsp I have averaged well over 100 a year, covering

nearly every constitusncy, some of thern many times, ‘

"It 13 not only the job hare in Westminster, Whitehall and '

'"You will be able to count on my full support, eapeeially when
the going ia rough.

"My advice and experisnce is available when you seek it: I
do nat intend to offor gratuitous advice,

‘I will give auy help I cin in any form you ask, inside the.
House, in the Parliamentary Party, and in the coontry,
apart from accapting 2 Ministerial appointment,

5
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"In particular, I shall ba guided by the latter and spirit of
the undezrtaking which a pre-war predecessor gave when he
stood down for & successor, who was in fact chosaen - not
elected as in oir rule = "Onee [ loaave, I leave, Y am not
galng to speak to the man on the bridgs, dnd I arn not going
to spit on the deck",

'T am confident that this bLrief elaction poriod will be
comradely and not divisive.

"In this period every Minlster wlll ho expectod to put his
full effort into kis Departmental and Cabinet duties. ¥ will,
of course, remadn in full charge of the Administration until
the slectoral process is completed, exercising all the rights
and dutlne of a Prime Ministor to take any action that is
neaded,

"I am confident that a new Prime Minjater in taking over will
anjoy from his Cabinet the same loyalty, support, under-
etanding and even, when raquired, forgiveness, that it has
been my privilege to snjoy,

My only advice t@ him and the Cabinet he forms - and I am
surs this advice is not necessary - im to get out into the
country, meat the people, tall them, explein to thern, listen
ta them; and above all remember tha Party is the Party in
the country - not the Palace of Westmingter, not Smith
Square.

"In returs I would ask the Party everywhere - and I hope
that our Prensa friends, all of whom I forgive, will allow me
to aay this to them B8 well « that in all circumstances all
concerned will comply with the spirit of the Speaker?s
Pattion to The Queen on hehalf of the Commona when a new
Partiament meets: "That the most favourable conatruction
may be placed on &ll your proceedingst',

The Prime Micliter adid thit b wished to emphasiea that the
timing of thie matter was not related to any recent events, He
had considered resigning before tha last Party Conferepnce and
then again at Christmag: but he bad felt it necessary to remain
in order to lead the campalign for Acceptance of the pay policy
et for the year from the end of July 1975, 1If he had delayed
any longey howevey this would have posed prohlema in relation
to the pegotiations for the second round of counter-inflation
pulicy. He had therefore decided as long ago as laat December
that middle or late March would be tha right moment, This
marked in effect the turn of the hinge when the 1975 counter-
inflation policy was fully establlshed and the 1976 pollcy was about
to be worked out, He had not announced his intention on his

b
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sixtlath birthday because this coincided with two by-elacticns,
end ha had also had to take lnto account the pituation on the
forelgn éxchange market. = The sterling rate had now steadied,
but it would clearly ba of the greatest lmportance to present very
fully the reasons for his decision and thus avaid any apeculation
that it arose from 2aything othear than the original decision which
ha had takan ir March 1974 that be would not remain as Prime
Minister for more than two years. He proposed therefors to
relsans to tha Presn the text of the statement which he had just
made to the Cabinst, Sultable messages were being sant to some
foreign Heads of Govaroment dod to certain other pearsons,
including the Governocr of the Bank of England, who nesded to be
informed without delay, He proposed to absent himsalf from the
rost of the meating in order to inform the Chairman of the
Parilamentary Labour Farty and ask him to set in hand the
neceasary constitutional procedures for ¢lecting & new Leader,

THE LORD PRESIDENT OF THE COUNCIL said that the Cabinet
had listened to the Prime Ministers statement, which to thejy
ragret he had gald waa irrevocable, with vexy great gadness,
They were indeed stunnsd: &nd at this atage he could only convey
to the Prime Minister their very heartfolt thanks for sverything
which he had done for them.

THE FOREIGN AND COMMONWEALTH SECRETARY agreed

that this was not tha time for tributes to the Prime Minister

who would contioae to direct thefr counsels until a new Leader
had baen chosen. He wanted however to add that history would
deal even more kindly with the Prime Minister thap his
contemporaries, It was sometimes adid that the Prime Minister
had displayed a unique facility in keeping the Labour Party
together: but it had also to be remembersd that in maintaining a
united Party, as with hie success on other matters, the Prime
Mindster had sexrved the nation well.

The Cabinet -

1. Took note, with regret, of the atatement
by the Prime Miniatar.

2. Took nata, with warm appraval, aof the

gtntements by the Lord Prasident and the
Fomssign and Commonwenlih Secretary,
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r The Cabioet resumed their diecussion of the ming of the
Government leginlation which would follow the Law Commissionls
report on the law of conepiracy in England and Wales, which was
to be publiphed the following day,

THE HOME SECRETARY maid that on 4 March the Cahinat had
invited the Lord Presldent and himeelf, with the other Ministere
concernsd, to consider urgently by what means it might be posaible
to enact Part I of the Law Comuniasion's draft Bill thisg Session.
EBefore this discussion he had met repreasentatives of the Tradas
Union Cangress {TUC). This had been & very small, low-level
deputation, wheseas sarlier TUC deputAtions on related mattere
had heen large and high-level. He had explained the position to
tha deputation and asked them whether, given & cholce, they would
prefor legislation thia Senpion or next. They had recognised that

the Law Commisslon’s proposala were complicated, and appeared
to be disposed to accept the need for further study with & view to
legislation next Seasion. The Lord Chancellor and the Attorpey-
General now tock the view that it would be impracticable to Mmit
the lagislation to Part I of the Law Commission’s proposals,
denling with conspiracy generally. In the circumstances he thought
it would be batter not to proceed with immediate legisladon, which
would involve the risk of 3 botched Bill getting hogyad down in
Parliament, although if the TDC were gubsequantly to urge
lagiclation this Session it would be necesasry to have anocthar look
at the position, Ha proposed that, after publication of the report,
the Government should indicate thelr intention of legislating early
next Sesslon, at least on Partl,

THE LORD CHANCELLOR said that he agreed with this course.

In his view, it would be impracticable, aimost to the point of
impossibility, to reform the present law on conspiracy generally,

ay in Part I, while maintaining the corresponding law in relation to
squatting and obacenity by deferring action on Parte II and I of the
Law Commission’s proposals, Min{iaters had not yvet fully discussed
the major poiots of policy which arose on Parte II and Ill, and public
reacton ta these proposals would be important,

THE LORD PRESIDENT OF THE COUNCIL, summing up a brief
discussicn, said the Cabinet agreed that, about a2 week after ihe
publication of tha Law Cornmiseion’a report, the Home Secretary
ahonld announce the Govermmentts intention, inl].clwing congultations
with {nterested bodies, to lagisiate at the start of next Session,
certainly on Part I of the Lew Commission'a propaosals and, subject
to public reactions, or Parts Il and ITI. The Home Secretary would
also arrange for any guldance to the Pross which might be nsceasary
between publication of the report and the Governrment announcement.

The Cabinet -

Tack note, with approval, of the summing up of their
discussion by the Lord President of the Council, and
iovited the Home Secrelary to proceed accordingly,

8
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3. The Cabinet considersd a memorandum by the Secretary of
State for Trade (C(76) 30) on the interim report by the Royal
Cotnmisesion on the Press,

THE SECRETARY OF STATE FOR TRADE said that the Royal
Commisgsion on the Press had heen asked in September 1975 to
produce ao urgent {nterim report on the finmncial sftuation and
proapects for the natlonal newspaper industry because of wideapread
fears that one or more national newspapers might closa while the
Commiseion was pursuing its general remit, The intorim report
was to be published the following day. The essunce of its
recommendations was that reduction of coats by introduction of new
equipment and agreed reduction of manpower was the only way to
secura an early improvement in the industry!s Hnancial position.

The Royal Commission saw Joint dlacuseions which were being held
between managament and uniona as 8 major opportunity for pramoting
thase chinges, They rejected any general subsldy for the Pross and
conaidered that most national newsepapers could borrow from the
private gector to finance the capltal investment and the redundancy
payments which would be involved. They had however recammended
that newspapers unable to borrow from the private sector should be
permitted to borrow from the Governmeat and that, in addition, the
Goverament should provide a measure of interept relief on all
borrowing for this purpose irom whatsver source, The interim
roport had been considered by a meeting under the Prime Ministeyis
chairmanship which had agresd that the report should be broadly
welcomed. The impetus provided by the yeport and by the agreemant
in principle already reached betwoen the manadgement ard the trades
unions provided a unigue opportunity for bringing about radical change
by agreement in an industry which had a history of failure to agres on
such mattsxs. However the draft statement which ke proposed to
make, and which waa attached to C(76) 30, avoided any commitments
an the Goverament to provide assistance, Thega could not be given
until more detaila were avallable and a more detailed &graemant had
been reached hetween management and nniona.

In discusaion it was questionsd whether it wae pecessary for any
substantial statement to be made At the time of publication of the
report, Agreement even in principle to provide public funds to the
newapaper industry ralsad immpoxtant issues, for exampla as to
conditions which should be imposed, which needed to be fully
congidered. On the other hand it was argued strangly that the
GCovernment had raqueatad a report to be made ax a matter of
urgency and that it was incumbent on them fv give some indicaticn
of their views as poon as it was publinhed.
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In further discusslon it was painted out that the Commiasion had i
envisaged two distinct forme of aseistance to the induatry. Firstly
thay had recommesnded that newspapexrs which wers unable to rajse
loany froam commercial sourcea should be provided with loans from
public funds. Secondly they had recommended that all loans, from
whatever soutrea, should receive an interedt subsidy from the
Governoment for 2 years. The first of these reised problems in
relation to the Government!s industrial strategy, for it required :
the Government to provide ageiptance to companies which wera not |
aufficiently credit-worthy to borrow on the commercial market,

The uae af Section 8 of the Industry Act 1972 would cayse particulaz ‘
problemas, and no commitment should be given on this. Thare

were still more pariocus objections to the secornd recommendation :
and there was a strong case for making clear from the outset that i
thers was no gquestion of the Government providing such a subeidy, i
On the other hand it was stroogly argusd that the provision of a loan ,f
from public funds to those aewspapers unable to borsow from - Il
commercial sourceas was an essential element in the Royal
Commispion’s Tecommendationa, Their objective had been to
ensure that all newspaper houses moved togethar: if some pursved
an independent course the failures to moderniae which had been
characteristic of the past were likely to be repeated. GCiven the
seriousoess of the condition of the industry {t was oeceseary to ;
preserve tha momenturn which had been brought about by the work of i
the Royal Commission and to this énd soms call on public funde

might ba necegsary. The Commiseion justifisd the recommendation

for an interest subsidy on simllar grounds but on this issue thelir i
cags was much lass strong, 8bd it would be right for the Government ]
ta be wholly non-~gommittal, The possibility of euch » limited subefdy
should not, however, be rulsd out,

THE FOREIGN AND COMMONWEALTH SECRETARY, summing up |
the discunwion, sajd that the Cabinet wers agreed that it would be J
right for tha Government to make a statement of thedr attitude to the |
Royal Comminsion's report at tha time of publication on the lines of

the drait attached to C{76} 30. There was however & wide monaure

of agreement that no commitment should be given to the provislon of
public funds, particularly for an interest subsidy, The general view

wag that an appropriate amendment to the draft statement would be

ta delete the words "but, above all, in present financial circuymetances, |
whan the availability of public funda muet necessarily be very limited,

it is imperative for all concerned to have the measures of the figures
involved,” from the second page of the draft atatoment, The

Secretary of State for Trade should considex this proposal and advise

the members of the Cabinet urgently in ¢orrespondence if he wore not
abla to accept it. If pressed on the guestion of an interest subsidy,

the Secretary of State shauld taka a negative rather than a poeitive

Line: he should also avaoid accepting that Section 8§ of the Industry

Act 1972 would be used 1f sssistance were to be provided.

10
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The Cabinet -

1, Took note, with approval, of the Foreign and
Commonwedlth Secretary’s summing up of their
discussion.

2. Apptwod tha draft etatement attachead to
C(76) 30, pubject to the amendment indicatad in the

Foresigh and Commonwealth Sacretary!s summing up
of their dizcussion,

11
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' :TATEMENT 4_ During a brief further dlscuaaion, in the absence of the
. c: THE Prime Minister, about the Prime Minister's intention to resign the |
&EBINET vaggestion was made that, while any formal tributes could more
OUT THE appropriately come later, the Cabinet during their present mesting "-
PRIME shouid issue s short statement., This wae degirable on two groupds:
R?"ISTERts firatly, to express the Cabinet's senee of loss and its profound
. EK]N&TIDN gratitude to the Prime Minister for the unique service he had given

aver 13 years, and aecondly to underiine the point that this was a |
personal and irrevocable decleion of which the Cabinet had no !

foreknowledge.

Following further discugsion the Cabinet conaidarsd the following
draft atatemnent:-

Cabinet this morning learned with desp regret of the wholly A
unexpected message which the Prime Minlster had earlier
conveyed to The Queen, They would have wished it otherwise,
They must respect what he has depcribed as a personal and
{rrevocable decislon., The Prime Miniater has carried the !
burdens af leadership with outstanding wisdom and dedication, !
The whole Cabinet wishes to place on record immediately its il
sense of logs and its profound gratitude to Haroild Wilson for .
the unique service he hag given to his country and hin Party
over the past 13 yearasl,

The Cabinet -

Approvad the statement and instructed the Secretary A
of the Cabinst to arrange for ite Irnmediate releasa i
to the Press.

12
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5. Tha Cabinat considared 8 memorandum (C(76) 24) by the
Secretary of State for Industry on the future progpects fox the

shipbuilding industry.

THE SECRETARY OF STATE FOR INDUSTRY said that the
Ministerial Committee on Economic and Industrial Folicy had
recently considered the future prospects of the shipbullding induatry
and had agreed that he should make a report to the Cabinst, In

hio viaw this was the most severe industrial problem facing the
Government, Market conditions were extremely difficult with

world demand for shipe at present only 25 per ceant of world capacity,
As 2 regult of the anergy crinia no new Rukers would be needed for
some years and s a result of the world recession the dernand for

dry cargo ships had fallen sharply. The British industry was
uncompotitive - Japanesse yards were quoting prices 50 per cent

below those of British yards while Eurcpetn prices were 20 per cent
below British. The Japanese industry already had 50 per cent of

the world market and on present tremis waould soon have 80 par cent,
Tha British induatry had secured only 1 new order since October 1975
and Govan Shiphuilders Lid., a8 an example, had taken oo crders since
the middle of 1974, The induatry at preasent amployed soma 70, 000
directly and probably as many again indirectly., The semploymeont
was heavily concentrated 1n areas slready faced with serious unemploy.
ment problems, If no further orders were tnken this employment
would fall by a half by the end of 1977 and would bring unemployment
in the areas affected to 20 per cent, The proapects were that it might
run at thiz level well into the 19808, There ssemed no proapact of
alternative joba being created at the next scooomic upturn since the
areas affected would alsc be fAacing at the same time the rationalisation
of the etasl industry and the contraction of the aircraft industry,
Those uoemployed would be almost all malea and the lacal problamn
would be the worge because the shipbuilding industyy had traditionally
been 8 major mource of apprenticeships. The Bill for the nationaliss -
tion of the industry was making satisfactory progrees through the
House of Commons and waa a0 longer being very strenuouely opposed.
However there wae no point in contlouing with the Bil]l unless steps
were taken to mecure further orders for the industry, In any event

the future contracton of the indusiry would he blamed on nationaligation.

He proposed that, in a joint approach with the Secretary of State for
Trade, he should put the strongest preasure on British shipowners to
place more orders in Eritish shipyards, While proper regard nseded
to be given to the interests of the shipping industry it had to be
remambered that they had benefitted in the years 1967-76 frem
inveatiment grants of £586 million, of which £458 million had bean
towards ardere placed in foreign shipyards, Although investment
grants were being phased out & further £80 milllon had been paid the
previcus year apnd even now the industry wera able to charge
dapreciation of 100 per cent in the flret year for ships ordered abroad.
If the voluntary approach he proposed did not bring adequate results
more drastie meagures, auch as lagiglation or flscal moasures would
need to be serioualy considered, The alternative, that & mmajor
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shipping nation should have ite ahipbullding induatry destroyed, was
intolerable, Apart fromn measures to socure now ordars work wag
alraady in hand on @ special redundancy scheme, to be filnanced
directly by the Goverament, to alleviate the soclal consequences of
the contraction of the industry, This did oot however need to be
coneidexad at the precent etage.

THE SECRETARY OF STATE FOR NORTHERN IRELAND said that
while the Secretary of State for Industry's report did not cover the
industry in Northern Ireland the same difficulties arose. Considaration
was being given to a reduction in the Iabour force at Harland and Wolff
from 9, 000 to 4, 000 men. [He was wholly in agreemant with the
Secretary of State for Indusiry and considsred it would be indefengible
to permit the threatened reduction of the industry.

In dig¢useion there was general agreement on the gravity of the
proklems facing the shipbullding industry and of the naed for action
to ensure that it was malnfained. It was argued that it would be
wholly against the national interest to allow the destruction of the
rescurces of skill whicl had been built up in the industry and that
redundancies on the scale threatened were intolerable in the axreas

in which the industry was concentrated, It was however pointed out
that the surplus of . ehipping caphcity in the world would severely
limit the amount of new orders to bo placed and the industry would be
faced with very acute oversefd competition for many years., The
ehipbuilding industries in other countries, notably Japan and Sweden,
weare much more sfficient. Restrictive practices and poor management
in the British industry had soricusly damaged ite prospects. There
would be advaninge in a major effort heing made to bring home to all
those who worked in the industry, not merely the trades union leaders,
tha difficulties which the indusizy faced,

While there was general support for the proposal for preasure to be
brought on the British shipping industry to place further ordera it
was argusd styongly that the ecope for securing orders in this way
wis limited, The ahipping industry now had a modern fleet and still
had 3 million tons awaiting delivery irom British shipyarde. They
could not he farced to order ships they did not need, There was no
paint in adoptng meapures to rascue the shipbuilding industry which
might sariously damage tha prosperity of the shipping industry. The
difficultisas in shipbuilding were faced not only by the British hut by
the Eurapean and indesd the whole world industry, There wans & cage
for action within the Eurcopean Economic Community both to concert
action to deal with Japanese competition and also ta deal with the
atructural unemployment problems faced in a nurmnber of Mambar
States. A Community-wide spproach could both be benaficial to tha
Britieh industry and aveid the difficulties which would ba facad if
Britin pursued a purely national approach.
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In furiher discussion it wka pointed out that the Minlstry of Defence
would need to place a substantial order for shipe in coming yeara,
Their planned programmes, amounting to £120 milllan per annum
included 2 large floet tankerd, an undsrwater rossarch vesael,

and fast patrol craft. . It would he poswible for thess
ordars to be brought forward, and to be placed cutside the apecinlist
producers, but this would depend cn funds being made available
outside the existing provisiong for the Minietry of Defance,

THE FOREIGN AND COMMONWEALTH SECRETARY, suwnming up
the dlacuesion, eaid that the general view of the Cahinet was that
action must be taxen to prevent the destruction of the shipbuilding
induatyy, It would be absurd for 2 major maritime nation to
hecome whally dependent on overseas aupplisrs of shipsa, The
Sacratary of State for Indusiry bhad proposed a variety of measures
which might be taken and this action should be kept under review by
the Ministezial Comunities an Economic and Industrial Policy, The
proposal that pressure should be put upon British shipowners tp
place further orders in British shipyaxds was approved but tha
poasibility that thls might be followed by further ateps would naad
careful consideration, The Ministerial Committee on Economic and
Induatrial Policy should also examine the possibility of defence orders
being brought forward. Whils the condequences for public expaaditure
would cause difficulty for all Miciaters this would be true of moat of
the courdes of action which wore open, The Committee should alac
take up very activaly the question of an indtlative within the European
Economic Community, Thise might cover nat merely action to deal
with the jntenge competition from Japan but also action an a
Comrunity level to deal with the structural unemployment in the
industries within Europe., The Secretary of State for Industry, in
consultation with the Secretaries of State for Employment and
Scotiand should consider how best to bring home to all those who
worked in the industry, the severe problems which had to be faced,
Tha Ministerial Committee should arrange to make & further raport
to the Cabinst on all these proposals at an early date,

The Cakiost -~

1. Tock nota, with approval, of the sunmuning up of their
diacuseion by the Forslgn and Commonwealth Secretary,

Z. Insiructed the Secretaries to arrange for the
Minjeterial Committes on Economic and Industrial Polcy
to congider further the proposals outlined in the summing up.

3. Invibted the Secretary of State for Indulhjl' in

consultation with the Secretaries of State for Employment
and for Scotland to consider how best to bring home to a.ll
thosa in the industry tha severity of the situation, :

Cabinet Cffice .
16 March 1974 15
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