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FOREWORD

Even the most impassioned advocate of state ownership
and control would be unlikely to hold up the British
Steel Corporation as an exemplar. On the contrary,
when they are obliged to discuss the BSCs failures,
nationalisers prefer to ignore the element of

nationalisation, and instead present its troubles solely .

in terms of difficulties facing the ironm and steel

iﬁdustfy. That theylshould take this evasive action is:
understandable. But non-socialists should beware of
falling into this trap. For the lesson which emerges with
considerable force from Dr Cottrell's cogently-argued and

closely-documented study is that nationalisation, and,

though to a lesser extent, the government controls which
were its forerunners from the inter-war years onwards, bear
most of the blame for the Corporation's heavy losses and

intractable problems.

She approaches the subject without preconception, unless
the conviction that cause and effect can be traced in
human affairs be considered a dogma. She adduces a wealth
of fact and participants' statement of intent throughout
the decades under review, and lets them speak for them-
selves. Those who would dispute the author's conclusions,
must do so on the basis of the comprehensive factual

evidence she presents and marshals.

Though the study adheres rigorously to academic canons,
it is not an academic work, in the sense of research for
research's sake. It is a policy-study, undertaken to
provide a better guide and clearer perspective than has
been available so far to policy-makers and to the public

who focot the bill.

Volume I takes the study up to early 198l. YQlUﬁé ;i

will appear later this year and bring the spbr

Alfred Sherman

‘Director of Studies . March 1981
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INTRODUCTION
The history of the DBritish steel industry over the last
35 years 1is a chronicle of industrial activity béiﬁg
hindered by government interference. The industry s
been subject to two nationalisations With- a1l pgh

consequent upheaval. Even in the years when .it
denationalised it was open to various forms of G
intervention and restriction which

profitability. The history of this indus
not only the follies of nationalisation b

value of any government intervention with"

eCcOnomy .

The progress of the British steel industry si
be charted in terms of decades. WNineteen fo
1955 was the acrimonious decade, largel

nationalisation and denationalisation and tl

controversies; 1955-65 was the waiting d

industry, although restored to the priﬁf
nervous about committing itself |

modernisation and investment lest

renationalised, as indeed it was in 196
five to 1975 was the lost decade, when
strateay of the BSC was fatally de
combination of the Corporation's own
constant government interference. Ni
to 1985 may well be the last decade
bulk steel-making in Britain, for
various kinds has brought the BSC it

death might do more for British indus

its continuation.

The seeds of today's steel problemé'we
1945 and before the birth of the BSC

industry has been in decline since the
a decline that was somewhat arrested b

After 1920 the industry faéed 

war.
depression, culminating in the wotlﬂ_ pu ‘
collapse of the UK

1929-32 which caused an almost total:
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‘steel industry, It found itselrf heavil

large flow of "dumpeg"
Europe,

Y undercut by the
imports from the Continent of
It was generally agreed both within and outside
try that drastic modernisation was needed.

dJovernment affordeg the

through the imposition of a 33 l/3
tariff on jron and steel Products,

the acceptance of public Supervisio

the indus

So
when the

industry Protection
per cent ad valoren
== _va-orem

it was in exchange for
nl

The Import Duties! Advisory Committee (IDAC) appointed by

the Import Dutie
-Special attention to the rationa
industry, The

the Treasury under 5 Act of 1932 gave

lisation of the stee)l

continuance of the tariff

was made
conditional on the

industry implementing satisfactory

reorganisation pmeasures.

The first important result of this

establishment in 1934 of the
Federation (BISF) as the

agreement was the
British 1Iron and Steel
industry's Principal trade

Second half of the 1930s
pital eXpenditure cn new Plant accelerate

80 improved ang the steel

organisation. During the

d, world trade
industry had g

gdreat
In the boom year of 1939,

over 13 million

more ‘than a thirg
n 1929,_ the previous best Year. By 1939

Imost ‘back to the lgye@: of 1913, The

he in  the treng towards

crude steel were Produced,

néf large firms and
. 9f  this industry,
nd; firm here was gtilj

5 Thus in
000 tons, while

that of Germany

tiy of IDAC establisheg
ch have affected

and_ most important,

certain Precedents
the steel industry

-3

o y i d
industr was establlghe

i 1 of the 1in

public cont:

. ket pressures which
elief from mar :
return for the T

had provided, the industry was.made ZubiECt922itii;
and plans which might be dlctate’ y N i;;hni
social, rather than eCOéomlé ; _g.“
' Thus the strip-mill planned by
ConSidera;122i' as part of his integrated works
illiam - e:
:;ii;gham, Lincolnshi;e, was dlvertzdczisibiiztzozzr:
less suitable site at Ebbw Vale be verr

' 1935).1
concern for unemployment in South Wales (

S

overns
ickly enough. Thus the precedent of g
guic

p

was established.

. . n over pric
ed sSupervislo
IDAC exercils

10

E ‘

i stable by
i products so as to keep prices
certaln

i i rest. Thus
ht to be necessary in the national inte
thought

-cost capacity.
t producers and development of low-c
low-cos

i as

ent

ight, The Developm i

I. See B S Keel;ngritish Steel Industry, ngnt "of

of the Mogeg a rather different Ty 1939-59,
g-lﬁoion sge D Burn The Steel Industry -
ecis '

Canbridge 1959, p.54.
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of the steel industry.,l The precedent which it set of the
" lighter side of the industry to some extent supporting
the heavier has also had serious consequences, perhaps
particularly since the formation of the BSC in 1967. The
Corporation attributes some of its lack of profitability
to the fact that it took over a larger proportion of the
heavy side of the industry while much of the lighter and

nore profitable side remained in private hands.?2

During the Second wWorld War the steel industry was
controlled by the Iron and Steel Control of the Ministry
of Supply. Policy was governed by war conditions and
expansion was at a standstill.

THE FIRST NATIONAL!SATION

The Labour: Government " returned in 1945, had the

natlonallsatlon of the_ steel 1ndustry as one of 1its

manlfesto provlslons.f In 1946 it set up the first Iron
and - Steel Board with powers Lo control production,

dlstrlbutlon and prices until the industry  was

'"onallsed. The Board was wound up in 1949 when the

1gan and Steel Act brought into public ownership the
gféater part of the industry. On  vesting day,
14 February 1951, 94 companies with some 100 subsidiaries
were nationalised, These comprised all the companies
producing 20,000 tons of steel or pig iron, or 50,000
tons ©f iron ore, except those companies Manufacturing
motor  vehicles, Three hundred and flfty smaller
companies escaped nationalisation, but they had to have a
licence to operate. While these smaller companies were
responsible for only 10 per cent of the Production of
crude steel, they accounted for up to 80 per cent of the
output of some products.

1. See British Steel Corporation Evidence to Select
Committee on Hationalised Industries, April 1976,
HC.322.1i. Para 4.7. Session 1975-76.

Ibid. Paras 1.5,, 2.1.

55—

The Iron and Steel Act provided for the appointment of an
Iron and Steel Corporation of Great Britain to take ovgr_

the shares of the nationalised companies,

Then in October 1951 a Conservative Govgrnmgnt

returned and the King's Speech in the new pa:%;a '

announced that:

"aA Bill will be placed before you_to gnnué 23?.
Steel Act with a view to the organisation o e indi
under free enterprise, but with an adequate meﬁ_ur

public supervision.”

The Iron and Steel Act of May 1953 denationalised_th

industry. It provided for the dissolution of the Iron:a?ﬁ
Steel Corporation and the transfer of all its rlghFé
properties, liabilities and obligations to a new Iron an

Steel Holding and Realization Agency {ISHRA), Wthh_W

i i ings which
to 'return to private ownership the undertaking

the appointed day are owned by subsidiaries of t.e

Agency'’ The Act also provided for the app01ntment of an

Iron and Steel Board
over the iron and steel industry'

‘to exercise a general superv1510n

- 3 . u t
The ISHRA offered the ordinary shares of the firs

company to be denationalised - the United Steel

Companies, on the open market in the autumn of 1953. By

1 companies
January 1955 the Agency had sold stee P

accounting for some 50 per cent of steel output. By
1957, after the sale of the Steel Company of Wales, the
I

ini 14
“proportion had risen to 86 per cent. Of the remalning

consisting of small companies, Wwas

The other 9 per cent, whigh:-
was

per cent, 5 per cent,
finally disposed of by 1963.

was accounted for by Richard Thomas and Baldwins,

i h the:
never returned to private ownership. Thus, althoug

steel industry was only officially

: i 1rst
just over two years, the effects of this £

i i ratlonwi
nationalisation, the preparations for it, its ope Lor

nationalised . fOra;
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nd its abolishing, affected the industry from 1946 unti]
t least 1955,

The performance of the industry during these Years must
therefore be seen against the background of this first

nationalisation, and its effects on the industry must be
considered.

The nationalisation proposals of the Labour governnent

alienated those who ran the industry. They insisted that

their opposition was practical ang industrial,
doctrinaire.

not
This was borne out by the restrained and
non-political character of their advertising campaiqgn,
when compared, for | example, with the aggressive
anti—nationa;igatiﬁa”igampaign organised by Tate & Lyle
and Aims of %qﬁdéﬁ?y;;apquaq the symbol of Mr Cube. The
leaders of tﬁéiﬂéiﬁé?:'inéésﬁry; outlined the

- following
arguments againSt.natiggaligation.

1. _Unlike some of the candidates for nationalisation,
the steel industry was profitable and efficient, Its
output was high ang rising to record levels. In 1948

production of crude steel rose to 14,877 million tons,
surpassing the 1939 pre-war record of 13,221 million
tons.

2,

The industry was committed to an active modernisation
programme costing £168 million.

3. The UK had the lowest home steel Prices of all the
major producers.

4. It had a large export market, some 4( per cent of its
. Output going in direct or indirect exports.

It had, unlike the coal industry, for example, an

ellent record of labour relations. The leading trade
n Oqists in the industry were known to be as opposed to

_l-..

6. The industry was efficiently organised. While each
company took its own decisions the BISF provided a forum,
for the formulation of a common policy for the industry.

and provided common services.

7. The industry had accepted the need for public
accountability in the 1930s, and was still willing to.
allow public supervision of its activities by the Iron &
Steel Board, especially of prices and development. The
steelmen felt that since 1934 the industry ha@ achieved a

satisfactory middle course between private enterprise and

public supervision.

8. They felt that the steel industry was more aommercial
than the other candidates for nationalisation, more
affected by trade cycles and market fluctuations. They
doubted whether a wvast national structure would be
flexible enough to adapt quickly to market changes.p The
history of the British Steel Corpo;ation since 1967 has

largely justified their fears.

9, The industry was concernad about the noamatael
activities of many steel companies. If these activities
were nationalised that would lead to public aontrol ?f
many industrial interests. If they were 'hlved—off '
then the industry would lose many markets for 1its
finished products, and a large slice of its expoat
market. The steel industry was already meeting thla
problem from the other direction because | the
nationalisation of the coal industry had deprived it of

, . e of.
its interests in the colliery companies and therefore of.

i roni the
its supply of coal. It is ironic to reflect that ®

] i oiised’
recent imports of cheap coking coal, which have.azd t
-wi u no
strong protests from the NUM and the left-wing, WSf*lb
i otibeen
have been necessary if the steel companles had.nﬁT!

deprived of their collieries thirty years ago.
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So str iti
§ ong was the opposition of the industry to

nati
ne 2éallsat10n that no leading member of the industry or
1
. S trade unions would sit on the board of the Iron
an St
eel Corporation. The reorganisation of the

indust i
'ry was therefore directed by men whose direct
experlence of it was limited.

Not e
ven the Labour Party was fully committed to this

iat;onallsation. In their negotiations of 1947 the
e .
aders of the industry and Cabinet leaders reached an

u , ,
.nderstandlng that in return for the government's

abandoning its nationalisation Plans, the industry would
agree to the transfer of the key staff of BISF to a

permanent Iron & Steel Board. This Board would have the

o .
? wer to acquire the whole or part of any company where
1t felt this to be necessary for the

. efficie
development of the industry.l "

But finally, the views of the more left-wing members of

- the Cabinet prevailed, and the
proceeded.

nationalisation plans

was then further controversy aver terms of
npe
?“nsatlon for the companies to be natlonallsed. The

for . thép the commercial
a company is normally far above the Sﬁoék

hange v i ungquo
| aluation. Owners of nquoted companies in
r

t, got much hlgher compensatlon.

_ 1r=Lllis Hunter S Speech to the AGM of Dornm
._Decenber 1950. Herbert Morrison An =

J i.thams 1960, p.296, Hugh Dalton

Trae nd "Afiter. : Muller 1962, Chapter xxX '
in. Keellng and Wright op.cit, pp.169:l70

BRITISH STEEL INDUSTRY PERFORMANCE 1945-57 _
This background of acrimony and non—cooperatlon from the
Spec1a115ts was obviously a poor way to begin a’ new puBllc'

venture. When we consider the time and effort Spent':

adninistrative upheavals, on financial bickering and:
on denationalisation, we may wonder how the real busin

of making steel fared during these years.

The following Table shows comparative international

production figures for the years 1946-60.
TABLE 1

WORLD PRODUCTION OF CRUDE STEEL 1946-1960

Million tons

Year Total United United Soviet West Japan Franoe

Kingdom States Union Germany :
1946 109.6 12,7 59.5 13.1 - 0.6 4.3
1947 113.7 12.7 75.8 14.3 - 0.9 5.6
1948 153.4 14.9 Bl 18.6 5.5 1.7 7.1
1949 157.9 15.6 69.6 23.2 9.0 3.1 9.0
1950 186.7 16.3 86.5 26.9 11.9 4.8 8.5
1951 207.9 15.6 93.9 30.9 13.3 6.4 9.7
1952 208.2 16.4 83.2 34.0 15.6 6.9 10, 7
1953 231.0 17.6 99.7 37.5 15.2 7.5 9.8
1954 220.3 18.5 78.9 40.8 17.2 7.6 10.5
1955 265.7 19.8 104.5 44,6 21.0 9.3 12.4
1956 279.2 20,7 102.9 47.9 22,8 :
1957 287.8 21.7 100.6 50.2 24,1
1958 266. 7 19.6 6.1 54,0 22,4
1959 297.6 20.2 83.4 58.8 25.4
1960 * 24.3 88. 64 64.3%# 29.84
* Not available
# Estimate

Source: British Iron and Steel Federation.

Reproduced in Steel HMSO (COI) London, 1961,




Looking at the Years 1946~
UK production showed a ste
quickly than that of

relative figures for the

1955 it will pe seen that whije
ady rate of growth it grew lessg
any of itg competitors, The
lnCcrease in the period are:

UK :

lIS
- Usa : 1,75
USSR : 3‘2
West Germany : 3-5
Japan : 10.0 (1948-55)
France i 2.88

In 1955 West Germany overtook
pProduction league,

Producers
’ er base than the UK, made a

They needed lore steel because they
ruction to do than the UK,

‘ but they
Producing their sSteel

solel
consumption, e ome

losing groung
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TABLE 2

EXPORTS OF INGOTS, 'SEMIS' AND FINISHED STEEL
(By Country of Consignment) 1946-58
{Thousand tons)

1946 1947 1948 1949 1950 1951 195y
Belgiun~  1,448.9  2,085.8  3,215,9  3,544.6  3,256.3  4,721.3 4,672.0
Luxenboury
France and  156.9 279.5 768.8  1,847.8  3,180.9  3,609.7 2,584.9
Saar
Germany - - 122.0 493.9  1,623.3  1,968.2 1, 732.8
{Wast )
Japan 0.1 0.3 12.5 212.5 541.9 930.4 1,549.0
United 1,722.0  1,280.0  1,452,0 1,7380.0  2,356.7 1,915.7 1,875.3
Kingdom
U.S.A. 4,110.2  5,663.3  3,73.9  4,128.5  2,396.5 2, 746.3 3,597.8
TOTAL 7,438.1  9,308.9 . 9,365.1 11,965.3 13,355.6 15,891.6 16,011.8
1953 1954 1955 1956 1957 1958
Belgium—  4,196.9  4,456.9  5,433.6  5,925.8  5,7%5.3  5,87.8
Luxembourg
France and 3,402.4  3,679.5  4,876.4  4,392,9  4,262.4  4,424.8
Saar
Germany  1,772.8  2,401.1  2,580.4  3,586.6  4,869.7  4,594.3
(West)
Japan 5.8  1,094.4  1,751,0 1,178.6 895.9  1,540.4
United 2,006.9  2,167.1  2,520.5  2,469.6  2,929.9  2,527.
Kingdom :
U.S.A. 2,674.0  2,471.0  3,642.2  3,912.6  4,808.4
TOTAL 14,838.8  16,270.0 20,804.1 21,466.1  23,561.

Source: D Burn The Steel Industry, Cambridge 1961. Table
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TABLE 3

EXPORTS BY COUNTRY OF CONSIGNMENT

35
30
25
2:0
15 R
10

o5

1946~-58

(millien tens)

21-6, 1958

-.. LY L L

K
sttt N S SO N NN TN NN NN A N N

00
1946 1

947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958

Source: Burn. op. cit. p.142,
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These immediate post-war years were good years for the
steel industry and were vital for 1its growth. It is
unfortunate that they were rather wasted in the UK by
all the upheavals of nationalisation and
denationalisation. The limited growth in these yearg
left the British steel industry in a vulnerable posifigh'
to face the recessions of 195759 and 1961-62, It is
important to notice that until 1956-57 there was a great
rise in world-wide steel consumption, due largely to
post-war reconstruction. After 1957 demand for steel
fell and failed to keep pace with productioﬁ. There was
also an improvement in the guality of steel, so that the

tonnage figures exaggerate the stagnation that actually

occurred.

THE BRITISH STEEL INDUSTRY 1957-67

After denationalisation the British steel industry
consisted of 350 firms, of which 17 were major concerns.
It employed 300,000 men, This industry had approximately
ten years in private hands (1957-67), although even in
those vyears it was not entirely £free from public
control. It is important to look at its performance in
those years, to evaluate it both for itself and as a
background and a comparison to the post-1967 years of the

second nationalisation of the industry.

The figures of UK steel production in the following Table
show that crude steel production remained fairly steady

during these years.
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o But the comparative international figures in the next
Table show that our share of world steel production fell
from 7.5 per cent in 1955 to 5.2 per cent in 1966 ¢
‘Production e
TABLE 4
GﬂmRALSw%mRY(Fl%?ﬂE?IGN@KM R ' WORLD PRODUCTICN OF CRUDE STEEL 1946, 1950-64
1938, 1950~65 _ |

3 i United Soviet Fede
Million tons . Year fTotal United

France#

Kingdom States Union R;PUbllc
O
Coke and Germany*
Cre coke Pig~iron Scrap  [Steel (all qualities)
breeze 4.6
07 006 *
Consum~ |Consumption | Produ— 1946 109.6 12.7 2943 1o X 8 10.4
Year Produc—{ption in the ironltion 186. 7 16.3 86.5 26.9 11.9 4. *
tion of im~ Jand steel {(incl. {Consurp|Consum- Crude |Imports [Finished 1950 . 30.9 13.3 6.4 12.2
ported |industry blast jtion in|ption [steel (tonnage steel 1951 207.9 15.6 93.9 . 13.5
iron ore furnace |steel- in procuc— as net . 16.4 B3.2 34,0 15.06 6.9 .
and man- ferro- |making |steel- [tion inmported) |del iveries 1952 208.3 . ) 5 15.9 2.5 12.5
ganese alloys making 1953 231.2 17.6 99,7 37. . ! s
e 1954 220.5 18.5 78.9 40.8 17.2 P ) l5-5
6 7 6.8 4.8 6.1 10.4 0.8 1955 265.9 19.8 104.5 44.6  21.0 9.3
0 10.9 9.6 7.4 | 10.3 16.3 0.4 102. 9 47.9 22.8 10.9 16.5
.9 11.3 9.7 7.8 9.1 15,6 G.4 1956 279.5 20. 7 . ) 9.4 17.3
1 12.7 10. 7 8.7 5.1 16.4 1.5 1957 288.3 21.7 100.6 50.2 24, .
8 13.0 11.2 9.3 9.8 17.6 0.9 ' 6.1 54,1 22.4  11.9 17.8
1 13,1 11.9 9.8 10.3 18.5 0.4 1958 267.2 19.6 76. . 15.0
2.7 13,7 12.5 4 16,4 | 11,1 19.8 1.5 , 301. 0 20.2 83.4 . 59.0 29.0  16. y
' 13.2 11.2 11.2 20, 7 i.4 1959 . 1.3 33.6 21.8 17.0
14.3 | 12,0 | 11.5 21.7 0.7 1960 339.4 24.3 88.6 64. : i 173
13.0 10-8 1004 19|6 0-5 22 l 87‘5 6906 32.9 2/08 .
12.6 [1L1 | 10.8 | 20,2 o¢.a 1961 348.3 ) 32,1 27.1 17.0 .
15.8 13.9 12.6 24,3 1.2 1962 351.9 20.5 87.8 75.1 . . .
14.7 12,7 11.5 22,1 0.4 " 97.6 79.0 31.1 31.0
13.7 | 12,1 10.5 20.5 0.8 1963 376.6 22.5 7
4.6 | 13.3 | 11.7 22.5 1.2 1964 425.9 26.2 113.3 83.9  36.8
17.3 15.6 13.4 26.2 1.5
1%.5 16.1 13,9 27.0 0.6
L | L

*Includes the Saar from 1959,
#Includes the Saar up to 1958,

Source: Steel HMSO (COI) London 1966.
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In 1961 the UK was overtaken in steel production by Japan
and thus fell into fifth place as a world steel
producer. But the rate of growth of British production
in the years 1956-66 was relatively better as compared
with our competitors than it had been in the previous ten
years. The relative growth figures were:

UK ¢ 1.35
USA ¢ 1.08
USSR : 1.86
West Germany : 4.0
Japan : 4,0
France s 1.25

Deliveries

Table 6 shows that deliveries of finished steel products

also rose steadily, except in the recession years of
1958-59 and 1961-62.

TABLE 6

UK TOTAL NET DELIVERIES OF FINISHED STEEL

1956~1966. Thousand tons.
1956 16,522
1957 16, 776
1958 15,028
1959 15,123
1960 18,687
1961 16, 766
1962 15,675
1963 17,303
1964 20,346
1965 20,191
19686 19,021

UK (BISF) 1Iron and Steel Statistics 1967,
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Exports and Imports
Despite Japan's dramatic entrance into the market the UK

maintained its share of Free-~World steel exports, both in
total steel and in nost major product groups. The UK did
particularly well in the difficult ECSC market where her
share of total Community imports of steel(excluding
inter~-trading between member countries) doubled, and in
EFTA c¢ountries. This helped to offset the losses in
Commonwealth markets, caused partly by the growth in

~domestic capacity in countries like Australia and Canada

as well as by Japanese competition. British exports and
imports of finished steel for the years 1956-66 were as

follows:
TABLE 7
EXPORTS AND IMPORTS
195666
UK Steel Industry
Thousand -tons:.
Exports o Imports Net Exports
1956 2,370 1,396 974
1957 2,630 749 1,881
1958 2,243 454 1,78%
1959 2,508 371 2,131
1960 2,776 1,229 1,547
1961 2,876 447 2,429
1962 2,864 763 2,101
1963 3,112 1,186 1,926
1964 3,397 1,543 1,854
1965 3,475 557 2,918
1966 3,268 865 2,403

Source: UK (BRISK) Iron and Steel Statistics, 196 7.
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The following Table shows the percenta

ge shares of the
major Free

~World exporters for 1956, 1960 and 1964,

The development in the UK's share of each of the major world

markets is shown in the following Table:

TABLE 8
TABLE 9
Exporter 1956 1960 1964
% 3 %

: . ting area 1956 1960

: nporting
UK 12,7 12.5 12,2 : ’ ’
ECSC (excluding inter-trading) 53.1 54,7 42.8
Usa 20.8  11.6 10.6 USA 5.4 6.9
Japan 6.1 8.7 - 21.6 | ECSC 14.0 - 16.5
Austria and Sweden 5.5 7.1 7.3 EFTA (including Finland) 11.1 10.9
Canada, Australia, S.Africa 1.8 5.4 5.5 Australia, New Zealand, Canada,

. 23.8 27.4 21.4
uth Africa

Total above = 5o

H0-0 100001000 28.6 28.5 17.0

Other Commonwealth

i i i he
loping countries outside t
SRR 7.5 9.2 10.G

- 3-7 8-1

Commonweal th
Total above-million product

USSR and LBastern Europe
tons

18.67 23,29 28.45

UK share of total world trade

i i imports by Japan and
Source: The Stee] Industry. The Stage 1 Report of (including imp ¥

the Developrent Coordinating Committee of
thg _British Iron and Steel Federation:
British Iron and Steel Federation, July 1966.

Appendix 8, p.,l114. Commonly and hereafter
called the Benson Report., -

12.7 12.4 12.2
China)

Source: Benson Report 1966. Appendix 8, p.ll5,

i ood=
Table 7 shows that imports remained steady and that a go!

i i i . The ma
surplus of exports over imports was malntained

] internati
reasons for the imports were a degree of e

ices..©
specialisation and the cheaper uncontrolled prlces

foreign products.
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Manpower Productivity

The following Table shows that manpower productivity
grew steadily until 1966, falling only in  the
depression years of 1958-59 and 1961-62.

TABLE 10

BISF INDEX oF OUTPUT PER MAN-YEAR IN THE
STEEL INDUSTRY - 1952-196¢

Year Volume of Enployment# Output per
Output* Man-year
1952 93.9 99.2 94,7
1953 96.5 100.2 96,3
1954 160,0 100,0 100.0
1955 108.2 101.8 lus.3
1956 113.1 ip4,1 108.6
1957 117.3 106,86 110.0
1958 103,3 100.4 102.9
1959 104, 4 98.0 106.5
1960+ 124,2 107.5 115.5
1961 115.9 109.3 106.0
1962 106, 4 101.5 104.8
1963 113.4 101.8 111.4
1964 130.8 108.2 120.9
1965 138,9 111,1 124.9
1966 128.0 106.8 119.9

The index reflects activity in the stee]
industry as a whole and allows for
changes in the battern of output,
# Excluding temporarily stopped persons.
+ Includes, from the beginning of 1960,
output and employment at blast furnaces
integrated with stee] works.
Source: U,K, (BISF) Iron andﬁggggihggggiggigg, 1966.

The following Tables show that we held our own in
nternationa)l terms, barticularly as these are rather
de comparisons because UK Steelmakers do extra

sks' which save labour further along the line of
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TABLE 11

: ) ' AR IN EUROPEAN STEEL
pPUT PER MAN PER YEAR
OUTINDUSTRIES (AS A PERCENTAGE OF 1954)1

1957 1958
U.K 109 99
- 7 115
Germany 117 o
France 128 >
Belgiun-Luxembouryg 111 107
Italy 152 150
7 121

Holland 117

1 The numbers of workers in the ECSC countries %ice-
| taken as the number at the end of the yeaz, s;. ]
this 1s the only figure available for 1954. :

Source: D Burn. The Steel Industry, Table 90(  r“-

p.587.
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TABLE 12

INDEX OF ANNUAL CRUDE STEEL OUTPUT PER WORKER

1960 = 100
PAYS 1963 {1964 ;1965 .1966 1967 COUKTRIES

Allemagne...... |100 115   “113_' 126 ceeeeressGermany
Belgique........|108 {124 132 ﬂ i38-. 153 |evaessass.Belgium
France..........]103 114 116ﬁ; £é3”“ 130 cveeasessesFrance
Italie...vsssns. 200 |101 1éaf§ 139 1162 |.eviviviii.Italy
Luxembourg......| 98 106 lU?_H'lOB_i 108 J.......Luxenbourg
Pays-BaS........1122 [127 [133 .]1 a «....Netherlands
Autriche....ve..] 93 96 27 sveessssAustria
Danemark........|123 123 126 «+eesesqDenmark
Espagne....ssa.. 108 124 124 ssarsssaesSpain
Irlande.evasse. (102 154 230 heesrsasasireland
NOrvEgeesvesanas - - 110, cevessaesallorway
Portugal........ - - = “eesasass Portugal
Royaume-Uni.....|104 115 120 ++United Kingdom
ceeveeneea|127 143|148 cteaseeasSwedend
NESofs {3 = - - 118 tssenseassTurkey
adaseseasases 124 126 132 ctsassssssCanada
t§~Unis...... 122 131 131 «...United States
_apoh........... 127 158 le4d treesa. ... dapan

NB.

. First six months.

_ The figures given in the table are.v:
rends, but do not permit any detailed
t only are the statistical methods
_in the various countries, but the
ges in the structure of the indust:
al, which may differ widely

S ‘a.general indication of

risons between countries,
their preparation not the
also greatly influenced by
ubé/ the rate of investment
f. .the indices may be -.-:1_n1;ro_du_¢ég rgy t(é}eooﬁnuﬁé}é’; og urréﬁrs

| varies between periods:and. from
output in the base year. e trom country to country or by

CD The Iron and Steel Industry in 1967 and Trends in

Paris 1968.

By

Profitability

The British steel firms did make profits during these years, as the following Tables show.

TABLE 13

PRODIT-AND-LOSS ACCOUNTS OF 10 FIRMS REPRESENTING

SUMMARY OF
TOTAL OUTPUT OF CRUDE STEEL, 1953-8.

apouUT 75 PER CENT OF

Year ending 30 Sept. 1953 1954 1955 1956 |
£M £M £ £M &M
Capital employed
Fixed assets plus - 354,1 394.5 458.1 519.8 57.6
Net current assets
Gross trading profits 63.0 T 98.3 977 117.7
2dd other income?
{a)Investment 2.3 1.3 1.8 1.7
(b)Exceptional iters 2.7 2.6 1.5 1.0 -
Total 1ncome 609 78.6 10L.6 100.4 119.
Deduct
Depreciation 14,2 15.4 177 19.5
Transfers to fixed asset - 4.3 8.1 10.6
replacement. revenue
Debenture and loan 3.2 3.6 4,2 5.6 7.2 8.9
interest {gross)
Profits before taxation 50.5 55.3 1.5 64,7 75.9 5.9
Taxation 27.1 27.7 36.0 33.5 41.0 40.8
pProfits after taxation 23.4 277 35.6 31.2 34.8 35.1
Dividends (net )Ordinary 3.8 4.5 5.7 6.3 9.3 10.0
' Preference 0.3 0.6 0.9 6.9 1.1 1.1
Profits retained 19.2 22.6 29.0 24.0 24.4 23,9
Total of gross trading 33.5 42.2 54.8 54,1 60.6 62.6
profit remaining in the business
Aggregate output of ingots 12.8 13.4 14.4 15,2 16.2
and castings of the firms
{m.tons)
credits, mostly ‘'exceptiona

is a combination of debits ard
for taxation which have Pprov

recurrent debits are payments

&y 1other items'
principal credits a
excessive and are not vequired.
- shareholder interests.

re in respect of provisions
The principal

for taxati

coounts of course means estimated liability :
cessiv

Dy Taxation in the a
former note indicates this somet imes proves ex

provision, and as the

Source: D burn, op.cit. Table 93, p.594.
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The Burn figqures are dealing with some, and the Benson

figures with pasically all, of the companies that were
196 7. Allowing for differences in

nationalised 1in
procedures, in allowances for depreciation -

accounting
it will be instructive to compare these. figures

1) etc.,
- . . \
e o 9 3 % $§§§ with the BSC profit/loss accounts which we
3R ot
! :"' @3 a}‘s; looking at later.?t
~ -1 . — 85 g .‘g
= 0 LE O < " X =
~ gi 5700 'g §‘$ Yet it was universally agreed that there was consider
- . g d room for improvement in the steel industry.
% v o] feids
3| A &1 | fEyEY
= Go @ B¢ Plant Capacity
s PR .
o ;{ - ;;ﬁ t:b The infrastructure of the industry was old-fashioned
¢ N = i} -
o g R = &f?@f}ﬂ needed rationalisation of the kind that was going ahga:
=) ~ : ) , e
~ - g gé?ﬁ g at that time (the mid-sixties), 1n Germany, Japan, Franc
g 5'§%;g’g and the USA. The UK needed some of its firms to merge SO,
§ t% gg]g'” that the firms should be fewer and larger. The fast pace;
— — . . . .. -
§&i§E3§ of technical advance was creating a new optimum slze ©
i § 3 ﬁ; “‘gruﬁfg steel plant and Britain was not keeping up with this as: '+
5 & N g(3§§3$ « well as her competitors. The world surplus: in steel
L A ZHE Y ™M .. .
V2 i? : %m%gé‘:-a E meant a need for maximum cost efficiency, w{h1ch meant
A @ =5 gﬁggﬂg - larger Wworks. The following Tables show how our firms
: o] w 3 .
G o O g'g o B and plants tended to be smaller than those of our
) K N Q5 oo L
@ o o i 8@%4 g~ competitors and the rate of their growth slower.
| e 0
r~ ks Sl 0 $j§(8 ¥z % g 1. See pp. 155, 177
2] &l S|3d| 24888, & ' P
B ~ &5 ol o ggg%ﬂ g
g glgn & G gutdes
+ P B mm:,;_‘r[j'"“‘
-% VR 5 gg@ﬁ
% gy & Biigd .
SoolBL |88 D0 | plLRus
g B‘E PRt __575 %jgii% g-d .
b |Bg|dpy |8 | gl .l
5. §4 --E@Hih il & 8-683 §
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TABLE 15

LATE~1965$

AVERAGE CAPACITIES OF PLANTS AND FIRMS CONTRIBUTING THO-
THIRDS OF TOTAL CRUDE STEEL CAPACITY, MID-1950s AND .
BY COUNTRY

(a) Plants

Average Capacit
Country nid-1950s -

m. tons % of US,

Belgium-
Luxembourg
France
‘Germany FR
Italy )
Hetherlands
U.K.

U.s.

Canada
Japan

Average Capaci:
nid-1950's :

m.tons % of US.

1.36
1.78
Nea.

0.65
N.a.

1.67
9.40
1.31
1.36

Index of
Capacity
Increase

Us. [col. 4/col.2
' X 100]

36 243
33 167
53 N.a.
39 426
47 n.a.
159
202
194
693

Index of
Capacity
Increase

S [col. 4/col.2
¥ 100]

271
382
n.a.
605
n.a.
214
189
195
865

[ P-38.

+) Iron and Steelworks
Books Ltd.), 1957 ana
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TABLE 16
i \ ks
1966 Steelmaking capacilty Numbe? of wor
leng tons USsA ECSC Japan UK
i 7 1
Over 4 million é 1
3-4 million 1 11
2=-3 million le 15
1-2 million 10 3]
1~1 million 14 3
Under 3 million
100 125 48

Total Number

The table above shows the estimaged number.of steelworks
various sizes in the main steelmaking countries.

C ity of Plant % of total capacity in
apac

USA ECSC Japan UK

: 1 -

Over 4 million ingot tons 23 3 15 0

3-4 nillion ingot tons 11 > v 14

2-3 million ingot tons 14 2 .17 ho

1-2 million ingot tons 19 0 il b
Up to 1 million ingot tons 33

100 100 100 100

Total HNumber

Source: Benson Report pp. 92-93
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While the size of British works increased so that by the
late 1960s three~quarters of our total steel output was
produced by firms with a capa01ty of over 2 million tons,
these improvements did not keep pace with developments in
other major steel industries,- In the UK industry
productivity rose more slowly and costs more quickly than
in those of other countries. As can be seen from Table
14 (see page 24), the ratebeureturn on capital employed
by the fourteen major compénies fell from 15 per cent in
1956 to 6.1 per cent in l965, reachlng its lowest point
of 4.3 per cent in 1963. The™ follow1ng graph illustrates

the same point.

Investment r
fnéiﬁure in the British
.+ .. From 1956-66 sonc

There was fairly heavy cap.
steel industry during these

£1,070 million was spent oﬁ' juctive facilities in

schemes costing over £100, © 19 shows how and
6 over half of the
an ten years old, and
of £2,400 million.l

lépment Report made a

where this money was spent..
industry's capital stock was l
had an estimated replacement
The Iron and Steel Board's 126
technical estimate of the plan three categories; a
= first «class large scale ' plant in a good
location; B = efficient thbgg er plant which could
plant which could be

ut was otherwise of

. be useful for some years; C.
‘useful in conditions of high dem
‘doubtful viability. Some pléht_ malnly small alloy and

special steel works) was 'Uncla551f1ed’

1. Benson Report, p.64.
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TABLE 17

FOURTEEN MAJOR STEEL COMPANIES
profits and return on capital enployed
1956-65. (UK)

Capital employed,

£ million

1500

T

1250

Capital employed

1000

750

500

._()%

150

100

Total profit

60

' 65
0o & & & 6 6 62 6 64

i ciation
Total profit refers to total profit after depreci
and before interest and tax.

Source: Benson Report p.65.
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TABLE 18
UK
Plant Classification
1965

Product A B C U

% ] % %
Sinter 97 2 1 -
Plg Iron (all qualities) 58 35 5 2
Cgude Steel (all Processes) 59 29 8 4
Billets 60 28 8 4
Plate 90 ~ 8 2
Sheet 94 - - 6
Tinplate 94 6 - -
Hot rolled strip 69 20 11 -
Wire rods, etc, 80 17 1 2
Heavy sections, etc.* 30 68 2 -
Light sections and bars# 28 58 12 2

*Eight Principal producers.
#Eleven principal producers.
Source: Benson Report, p.98.

The BSC was later to make constant
Oobsolete plant which it inheritegl.

reference to the

These references do
not quite agree with the figures in Table 18,

shall consider this

and we
discrepancy in more detail later.
Table 18 does show that the greatest deficiency was
pPlant Producing heavy sections
bars,

in
and light sections ang
areas in which the BSC was to be closely involved,

- 1. EJg, in Steel BEC Ten Year Development Strategy,

- Cmnd. No 5276, 1973, Para. 1,7. bLvidence to Select
Cormittee on Nationalised Industries HC.322.i.
1976. Para. 5.2, Sessiaon 1975-76.
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Experditure on development schemes costing over £100,000: 1956-66

Capital Expenditure
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1957

1956

[

o
||z |3
57|
o
3 (B |G
* A

5.0

2.0

51.5

21,7

24.0

w5

4.5

12. 0

1.0

0.9

1.4

1.8

75.0

Warwick~

- Monmouthshire

8 Sheffield

9 North West Coast

‘Quféé'ahaéﬁded

frc

eel Statistics 1966

Iron and St
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There had also been modernisation of the steel-making
pProcesses, particularly the replacement of openhearth
furnaces by oxygen converters and electric steelmaking

furnaces. The following Table shows how far this had

pProgressed by 1965:

TABLE 20

THE PATTERN OF STEELMAKING PROCESSEQ

1960-65 per cent of total crude
steel production

UK

Process 1960 1963 1965

Open hearth* 84 77 63

Oxygen converter 2 140 220

Electric FOS 7 > . 13

Others 7 4 ' 4
100 100 100

* The amount of intensively oxygen assisted openhearth
production included in the above (8 per cent in 1960}
had increased to some 25 per cent in 1965,

Source: Benson Report, p.100.

But nonre of this was going fast enough in international

terms. British steel industry investment was relativelY=

low compared with that of her competitors and was falli
sharply from 1962, as Table 21 illustrates.




S/t

1969

$m

1968
S/t

$m

$/t
d.

1867

$m
116

22.5
1964. (Paris. ORCD), 1965, Table 39

in

s

21.1 171

167
n and ‘Steel industry

12.3
15.8

163
1316
154

r'Ih

713 BSC data.

9.4

17.0
20.1

NVESTMENT PER CUTPUT TON, TRON AND STEEL INDUSTRY 1962-1969; BY COUNTRY

1963

1496
215

eﬁ?ﬂﬁ ture o ES

“Iron and:Steel

0. (Paris OECD), ‘19

12,7
16.8
25.4
17.1
22.9
10.0

414

159

53

;
Silbertson op. cit.

1242
- 904

Special Committee for

(a) From 1967 investnent
ditto, in 19

Cockerill and
Table 5 p.1l4

(4)

Netherlands

E.E.C.
U.K.
U.s.
Canada
Japan
Notes
Sources
Source
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As with other problems of the industry, some of this fall
in investment was due to fears of nationalisati@nf This

would apply particularly to those large firméiiﬁbstlY éf:
industry, who wé£¢

For the same reason

the ‘heavy' end of the
candidates for nationalisation.
these firms were lethargic in promoting the
between them which the industry agreed to be hééé?géry
As we have seen, the profitability of the industry:éﬁé"

return on the capital invested were not high enoughf

considering this threat which was hanging over it,
industry's achievements during the years 1957-67 were'not

negligible.

The industry was well aware of its deficiencies and in:

1966 the British Iron and Steel Federation produced The:

Steel Industry: The Stage 1 Report of the Developmeht f
The Committee was chaired by

comnonly called the

Co-ordinating Committee,

Henry Benson so the report is
(Several references have already been made

Sir
Benson Report.

to this Report).
of the steel industry and suggested plans to cope with the
The Report

The Benson Report reviewed the progréss

problems of its modernisation and development.
shadow of the threat of the

renationalisation of the industry, proposed by the Labour
in 1964. Apart from its

was produced under the

Governnent which was returned
naticnalisation, this new

ideological love of
claimed that nationalisation

*technological' government
was the only practical answer to the problems of the steel
instructive to look at the possible

industry. It is
and to see if nationalisation

causes of these problems,
was the only or the best answer to then.

It is very important to remember that the
denationalisation of the steel industry in 1953 did not
_The

return it to absolutely free commercial competip@gn-h

1953 Act established the Iron and Steel Board with deers
5 "iron

to determine the home trade prices of most clans_s
and steel, and also to regulate capital "development,.
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Tée Board's price policy, by which maximum prices became
fixed prices and which involved compensation payments
from low-cost to high-cost producers, (similar to the
earlier IDAC systeml), kept down profits and reduced the
resources available for investnent. This was
barticularly true after 1960. This nay be seen, for
example, in the fact that eafnings on price controlled
?roducts were nore than 13 per cent lower in 1964-65 than
in 1959-60, though output was llgper cent higher. These
were the very years when violent price competition
enabled the Japanese to offeﬁ-steel for sale at very low
Prices, and thus to build up'é massive export trade to
the USA. The British steel industry was unable to raise
1ts prices above the maximum in the boom periods so that
low or negative profitabiliﬁ& in;ihe slunp periods could
not be offset by high prices in thé boom periods.

Secondly, under the Act, thé Bqafé'had powers to promote
or discourage development. '3 ££ sometimes used thesc
wisely, as, for example, in 195§ﬂ:whéh it persuaded the
Steel Company of Wales to withdféwmﬁfoposals for a sixth
strip mill. But in this wéfs'ihé Government could
influence the industry througﬁﬁ-£ﬂé Board. It is
interesting to remember that‘:tﬁé”:Duport Company's
Llanelly steelworks, whose distance fron their rolling
mills at Tipton and Sheffield was a cbntributory cause of
Fhe company's recent financial pfoblems and demise asgs a
teelmaker,2 was only in Llaneliy .because the Board
forced the company to put it thére.ih'196l, instead of in
 §§€ Midlands as they wished. This governmental
ipterference was seen at its most disastrous in 195y
when, after a new strip mill had been Planned by Richard
‘Thomas and Baldwins at Newport with the approval of the
_pard, the Government, giving way to political Pressure
;Oqt the development areas, decided that there should be
_stﬁép mills, the one planned at Wewport, the other at

pp02"4-
.February 1981 the buport Con

: ‘ : ipany ceased t
Stgglmaker,_clOSIng its Llanellyyplant andradlng
1ts rolling nills to the pBsC.
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Colville's Ravenscraig plant at Motherwell. This meant a_

36 per cent jump in total strip mill capacity in .
months in 1962, which in its turn meant that neit]
could run to anything like full capacity and b

would almost certainly become out-of-date befor

were outworn. This was a costly investment, ‘a

waste of resocurces, and was nothing to do

industrz.l It was a direct result of

industry. This provision of overcapacity
significantly towards the drop in the industryt

prdfitability seen over the years 1961-65. 2

The general surplus of capacity over production, to which
the two strip mills contributed, was a major cause of
this drop in profitability. The following graph shows
the gap between production potential (i.e. capacity), and
actual production. It is noticeable how wide that gap

was between 1961 and 1964, {See Table 22).

This under-utilisation of plant was due not to wildly
féulty forecasting by the industry, but to  the
over-provision of strip mills to which we have referred,
to pressure on the industry from the Government and the
Board for a 10 per cent margin of reserve capacity to
cover peak demands, and to the effect of the stop-go

econony which caused a great drop in the level of steel

1. See J A Allen Studies 1n Innovation in the
Steel and Chemical Industries, Manchester
1967, p.193. D Burn and others The Future of
Steel, Institute of Eceonomic Affalrs
Occasional Paper 6, 1965, pp.l2-14.

2. See e.y. Tables 13, 14, 17. pp.23, 24, 29.
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demand in 1961-63,
one of the BSC1tg

This under~utilisation has remained
biggest problems. !

The worilg Steel surplusg of 1960-65 severely reduced
returns on €xXports for British firms. The export profits
for seven major companies: .were some £20 million lower in
1965 than in 1960 althoug
was 15 per cent higher, As 18 .per cent of stee]l was then
exported, this hag a grave :ef
the industry,

h the wvolume of their exports

fect on the profitability of

This was the waiting: decade  to which we referred

earlier,2 mppe British:steel~industry seemed reluctant to

effect those mergers which would enable it to have the

larger firps. and .plants;-neceSSaryﬁrfor modern steel
pProduction, This was due ‘not merely to the Britigh
liking for small firms, but algo" '
to the fear of nationalisation;:

Mergers was the

‘as: we  have said before,
Yet. the need for these

biggest argument for ‘nationalisation,

S0 the result was a circular argument '~ the firms would

companies  coyulgd not co-ordinate their plans quickly

ehough to ensure swift replacement and renewal of the
ecessary plant. Nationalisation seemed the only

way to
fect the Ne€cessary size of firps.3

(Yet they should
have taken warning from the fact that the USA'S Unites
Steel, the only steel organisation larger
Proposed BSC,

than the
Was a slow and sluggish pPerformer. )

1. See pP.83 ff.
2. See p.l,.

3. See Stee] Nationalisation, Cnnd. 2651 April 1965,
—————_=-20na’isation
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TABLE 22

' STRY
PRODUCTION POTENTIAL AND ACTUAL PRODUCTION UK STEEL INDU
1956-66

‘mittion o
32

production
polentiat

30

26

24

22 ,// \/

20 i | ¢ \/ N 11= 
18 v

16

14

12

66

. . 1s the maximum output =
Ide?l prOdUCt;gnaﬁozigzzilpgiiod under very favourgble Op
achlevabéeoiger load conditions at all woﬁ?zvable R
imultan 1 This output is rarely ac Lovabie.
51mul?ane022 {ﬂe middle line shows the.prond le Dk
praCti?elaunder normal conditions. This a he
ggtigtt:l production are shown quarterly.

Source: Benson Report p.67.
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It is interesting to ‘noteithat even at this early stage
caveats were issueg ag
big wag beautifulH f_
warned that.. the .

inst the general assumption that
steel industry. J A Allen
 ,economies of  scale of an

10t ‘been fully tested and might
+ ce, And he warned, with
:that the expansion of
in Britain "ig almost
failure".2 He arqgued that
f&f British steelmakers to

. of: sc-called 'special

a_ large component of

skill a

the added value in
wmanufacture ig highﬂy

xactly what the private

sector has done since:
reason why it has been’

lon- and is the main
ful than the psc.

But this was not receivéé
Firms to bpe better ﬁus:
modernised, S0 here we have:ty
New nationalised British steél
its ability to effoct quick: ne
Companies and to swiftly adapt. thesd;
to modern needs, We shall_seéwlaéer how well the BpBsC
fulfilled those objectives. : 5

. 3 A AiTen op.cit. p.220,” See alao G C Allen's
comment in The Structure of Industry in Britain,
London 19707 "Nor 1s it true’ that great
CoOncentrations of capital are always a condition
of technical innovation in the modern
world." (p.9g97),

2. J A Allen Oop.cit.p.181,
3. 1Ibiqg.

~4]1—-
Financing _ ‘
There was considerable disquiet in the early 1960s
about the financing of the steel industry. Up to 1960
the 14 major companies financed nearly three-quarters

of their investment from internal resources, bupﬁth

fall in the industry's profitability after 1960 mea
a l i N
half the money necessary in the years
be found by borrowing. This -i§

that over
1961-65 had to
illustrated by Table 23,
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?ABLE 23

£million Per cent

Ordinary shafé capffalf

Premiums . : 41.0%
Debenture.andploanist 111‘6 0
Loan: Government 126.8 Ione
~-29.1% -4.2
| 14.5 2.1
Bank. Oy gg.g 13.7
* .O
Total;oqﬁsidéggcurcqs,; 366.3 53.6
INTERNAL RESQURCES
Depreciation 7
‘Retained profits 242.3 32‘3
Total internal resources 316.8 46.4
Total
683.1 00.0

- . =
Excluding £50,2 million which represented the

capitalisation of an ISHRA loan by one company

Source: Benson Report, Appendiyx lé, p.137.

- One ;
e wof the reasons for the lowering of profitability
W ; i '
hich made thisg borrow1ng necessary was, of course
z

: fear
O f 3 3 )
nationalisation. So the companies were short of
fi i
nance because they were going to be nationalised; they

were dgoing to be nationalised because they were short of
fin . i

ance. One of the Pro-nationalisation arguments was
that private enterprise would not be able to Ffind

-] 3 -

The Benson Report tried to answer that charge by getting
details, from the Chairmen of 21 companies in the
industry, of the development plans which those companies
planned to carry out in the years l965~?0,' and their
estimates of the expected sources of finance fgf ~those _:
projects. The results of their enquiry are seﬁfégf_beiéﬁ"'.

TABLE 24
UK STEEL INDUSTRY

EXPECTED DEVELOPMENT EXPENDITURE, ETC. 1966-70 .

£ million Per cent

Estimated cost of development schemes 559.0 82.8 "
increases in working capital 64.0 9.5 .
Repayments of loans outstanding at

January 1, 1966. 52.2 77

EXPECTED SOURCES OF FINANCE 1966-70

OUTSIDE SOURCES

Net £ million Per cent

Ordinary share capital 1.0* 0.1

Debenture and loan stocks 41,5 6.2

Loans: Government - -
ISHRA 12,0% 1.8
Finance Corpn.for Industry Ltd 1.4 0.2

: Ungpecified 51.5 7. 6

Bank overdrafts 17.7 2.6

Total outside sources 125.1 18.5

INTERNAL RESOURCES

Depreciation 380, 2 56,4

Retained profits & investment grants 169.6 o

Total internal resources 550.1

Total 675{2

* Excluding capitalisation of an ISHRA I £ £39

nillion by one company.

Source: Benson Report, Appendix 19, pp.l38—l39,:




this'QES'w at ha ‘
_ Eowas - WNe pPpened in most
countries of Europe. : of the

doing better_than ou
butch, E SRR

and to a system of
ty to that imposed on

The Benson Report accepted.m

broduced 27 million ingot ton:

about 317,000 workers, it shOUlé:

22 the industry
:eél in 1965 with

_ﬁuce 35.3 million

i ?bour Productivity

the years 1965-75

el ) T 8 . It
t that this would be achieved mainly by the

re :
ure of small steel works. This in.its turn was felt

a4 plece of rationalisation Qﬁly achievable by

lisation. 3 i
n Yet already warnings were voiced about

mi i
ght hamper this projected increase

. in
produCt1v1ty; for example, labour

the pressure to kee
P obsolet
Plants open to provide employment . 4 -

-

See Tables 10-12, pp.20=27.

genson Report, p.87.

€e Steel Nationalisation C

o n Cmnd. 2651, Apri

Oee €.9. D. Burn and others, The Fut&repoéls§965.
ccasional Paper 6, 1965, p.24, =
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IEA

wd 5=
THE BRITISH STEEL INDUSTRY 1967-81
It seems worth reiterating that nearly all these
shortcomings of the steel industry owe nuch not only to
the other public restrictions on the industry which we

have mentioned, put perhaps most of all to

Nationalisation ~ previous and future. The first - -
denationalisation had not been easy. .
politicians were constantly referring:
renationalisation. After 1961 the Tory Governmé

days were obviously numbered. What kind of climateé!
this for firms to make large investments, to carry™"
mergers and modernisation, especially those large firm:
at the heavy end of the industry which were obviou
candidates for nationalisation? The Benson Report
reveals an industry surprisingly healthy in these..
circumstances.

Nationalisation and the formation ot the BSC

All the traditional arguments against nationalisation
still applied.l There were some new ones too, such as
the inability of a nationalised industry to ‘become part
of a mnulti-national corporation, corporations - which
seemed a real possibility at a time when” the UK
appeared likely soon to become a member of the EEC.
But despite these arqguments, despite the Benson Report
and the opposition of the industry, the Labour
Government, re-elected with a large majority in 1966,
nationalised the industry in 1967, It had made its
proposals to do this in a White Paper of April 19652
and they were given effect by the Iron and Steel Act

196 7.

The 1965 White Paper gave three principal reasons for

the nationalisation of the steel industry:

1. See pp.6-8. i
2. Steel_Nationalisation, Cmnd.2651, 1965
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1. "The nationaliseg.

sAndustry had a positive rol
play in Sustaining ot

a wsatisfactory rate of

. s general
economic : an

ceor development;,and the: balanced distribution of
Uch development betweepn régions."

provision of finance: £¢
the national interestﬂ“'”

xpansion, particularly since

'd;the'laying down of larger

d:be justified on Strictly
is = an ominous sentence,

the | Government's view,
sbetween British steel
¢c:.market", (It would

ithout resorting to

nationalisation).

On 26 July 1967 the shares and

crude steel broducing companies

Were transferred to the

British Stee] Corporation (BSCy) ¢

Sometimes quoted as 13, JhéfJTSé Richard Thomas

;féhd Baldwins Ltd was already "in public ownership

-t T

TABLE 25

COMPANIES ABSORBED BY THE BSC

UNITED KINGDOM : PRODUCTION OF FINISHED STEEL BY COMPANIE

ABSORBED BY THE BSC 1964~5 (or 1963~4) .-

Production of Finished Sp

Company

'000 tons
United Steel Co. 3438
Richard Thomas and Baldwins 3350
Steel Company of Wales 2780
Colvilles 2700
Stewarts and Lloyds 2032
Dorman, Long and Co. 1972
GKN Steel Co. 1920("P)
John Summers 1702
South Durham Steel & Iron Co. 1497
Consett Iron Co. 1008
Tube Investment (Park Gate Iron and
Steel Co. and Round Oak Steel Works(9)) 994 (b)
Lancashire Steel Corp. 669
English Steel Corp. 513(P)

Notes: (2) Round Oak Steel Works was subseguently returned
to the private sector. :
(P) 1963-4 Figures.
Source: The Economist, 30 July, 1966, p.454. _
Quoted 1n Cockerill and Silbertson op.cit.
Table 25. p.51. i b




The BSC also became the ' s&le owner of all the companies
previOusly- owned by o

registered in Brita
gained a controllin
Was the biggest ‘ip
and cre§"3.

50 registered overseas, and
st in some subsidiaries. This

al merger that the world hag seen

est steel pProducer in the
wes

S“Steel Corporation produced

SCuoperated 39 crude steel

“fully integrated works,
ty of nearly 30 million
vesting day they had 3
million, a

turnover of
of 270,000.
of the UKs
two  thirds of the
E&“per cent of the UK

Or nationalisation of

industry's employment and;a
steel market. fThe output crit
8 company was 483,000 tonnas
steel a year. o

: H'_E;supply of iron ang
Steel Products, avoiding unfaiﬁ;cé

rice discrimination
between customers.

The 1967 act left in private oWhership‘over one hundred

companies and their SubsidiarieS;’gtotalling
WOrks.

sone 160
These companies were especially strong in the

manufacture of alloys and stainless steel. They included
a number of major rerolling concerns in the nanufacture
of non-alloy products which often had to rely on the BSC
for their Supply of finished stee].?2

1 Steel Nationalisation, Cmnd.26571. 1965,
Para, 1e6,

2. See p.66EE,

—40~

In 1967 the private sector companies formed the British
Independent Steel Producers' Association (BISPA)} to
perform for them the work previously done by the BISF'a?Q:
to protect the interests of its members, BISPA~prov1d?s

information and statistics which give us, 'wfﬁhffyati_“
provisos, a benchmark by which to judgeh #h§
performance. One mnust remember that from"néwqf?:
British steel industry includes both public and'p

secltors.

It would be idle to pretend that the new Steel Corpora

took over a highly profitable, first-rate industry.:
took over a medium~grade industry that was profitable - and
This is one of the reasons

viable, but somewhat sluggish.

why the private sector of the industry today, knowing

. . , <t
that prenationalisation record, is surprisingly 'mode

i j ' i of
about its achievements since nationalisation, and chary

*gcoring—of£" the BSC., Sir Richard Marsh, the Minister of
. 5 e
Power who presented the Iron and Steel Bill to the Ho?s
"opportunities" which
- We- must now

of Commons, stressed the :
nationalisation offered the industry.-.

iti n.
investigate how those opportunities were take

The main tasks of the newly nationalised industry were to
l bour
improve the relatively low output and the low la

i ' nt
productivity of the industry; to increase investme |
the problem of too many firms

and

i ility; to solve
profitability; | | "
running too many sub-optimum units; to build up plants.

reater capacity and to improve the production/capacity
. / ith
ratio The performance of the BSC must be judged W

ar i i ith the
particular reference to these tasks, comparing 1t wi

i i BISPA
performance of the private steel industry ({(using

i ] f foreign
information), and, where possible, with that © .

steel industries.?

1. Hansard 25 July 1966, Cols. 1223~l24i- be  Used with

2. ~ All comparisons must, ?§if§§;§str Y e ircumstances
' allowin for _ ; o i '

giztlon, Where Spéiial caution is needed, this is

indicated in the text.
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?he berformance of the BSC must, of course, also be
judged against the ..general . home and international
economic and industrial _ The
Corporation -Wﬁﬁiﬁﬁggp" .the days of the Labour
Government ! H
revoluty ﬁ

and. ‘white-hot technological
1

listically high growth rate

lustry, like all others, suffered
nd - the national industrial
s’ :been heavily hit by the
which has been almost
low performance of all
@;especially of the main
h as: the motor industry,
percussions on the BSC. But the
d already failed in its

“wievidence suggests that the Bt
- Objectives before 1975 3
position to face the 1l

Private sector of theastee:

industries. Just as the good

herefore in a far worse

ession than either the
1stry or foreign steel

/ears. of the early 1950s
had been wasted by nationalis; Ny SC¢ were the late
1960s and early 1970s. Nationaliéétion can be said to
have wasted five years, five ‘vital 'years in the history
of Fhe steel industry. As a‘result of its slowness, in
decision-making, in investment... and in generally
'getting-going', the BSC virtually missed the good boom
years for steel, especially 1973-74, The Corporation's
new plant and equipment was too late for the good years.
By the time that it was coming on-stream world conditions
meant that the demand for its products was severely
reduced and it was therefore failing to pay for itself.
In particular the strip-mill developments at Llanwern
Shotton and Ravenscraig should have been put into actio;
much sooner,

If nationalisation had any merit, it was that a
natiocnalised industry could reorganise the steel industry

in the way it needed without reference to the sectional

-51—

interests of the various companies, and therefore achieve
the rationalisation so essential to the British steel
industry more quickly than would have been posgible under
private enterprise. The result would be the. larger

plants such as our competitors had.l Yet itif60k}$hréé

ecn

years for the 14 major companies which h:
nationalised to be totally dissolved. The BSC:origi
worked through four multi-product groups preserving
large extent existing complete company businesses
1976 the Corporation had decided that a system of pred
divisions was needed to hasten rationalisation, and tﬁJ

were then set up. In 19% the more concentrate

manufacturing pattern which the Corporation had evolvéd
by that time2 led to a further reorganisation into fiv
iron and steel manufacturing divisions operating as cost
or performance centres with four product units™ to handle
ofders and allocate them to the manufacturing divisions.
This was basically the regional organisation suggested by
the Benson Report in 1966.4 It took the BSC ten years to
implement 1it. One wonders whether the pressure of the
market would have forced this rationalisation on the
companies rather more quickly under private enterprise.

This can only remain a speculation. There were factors

working against rationalisation of the British steel

industry. One was the political uncertainty to which we

have already referred.?® Even if the nationalisation of
1967 had been avoided, a very different political climate
with a guarantee that nationalisation would never occu?_:
was needed before companies were going to put their owr

at risk. Nor were the companies given

capital !
The peculil

financial incentive to rationalise,.
British and post-war notion which demands. f

1. See Table 15, p.26. )

2.  See British Steel Corporation Organisati
HC.604 19,5, paras. 13, 17. Session 137

3. These product units expanded into f£i
disbanded in late 1980 under the McGregor
They were then replaced by a li:
based businesses. S

4. Benson Report, pp.46-48, 76-83

5. See p.38. e
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control of an industry before it can receive any
substantial government assistance, prevented the British
steel companies from receiving the type of financial
assistance which had enabled the Japanese industry, for
example, to rationalise itself.l Suggestions that such
help might be made available to the companies without
out-and-out nationalisation were put forwardz, but they
fell on deaf governmental ears. Thirdly, the forward
integration by - which the German steel industry
rationalised itself was largely alien to the British
companies'' way of thought. Much of the pre-1914
entrepreneurial spirit in the British steel industry had
been stifled'by'the long period of public control from
1930-1953, ‘which had protected the industry from
competitioniand prevented earlier rationalisation.3 If
the steel industry had not been nationalised and had
refused to rationalise itself it would certainly have
gone into deep decline, but it would at least have
committed suicide at its own expense. The BSC has used
vast amounts of public mnoney with which to becone
bankrupt. Either decline or rationalisation must have
been speedier under market impulses than under public
control.

rationalisation and streamlining became
of the BSC. Thus one of the Corporation's
l.tasks should have been to replan the siting

apan's Economic Expansion, London,

Burn. and others The Future of Steel, IEA 1965,
pp.B-9, 31. See also p.43.

3. J A Allen, op.cit. p.209. See also G C Allen
The Structure of Industry in Britain, London
1970, p.97%.

4. Benson Report, Appendix 12, pp.122-125,

‘programme on this scale was underestimated.,"
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have meant the closing of 14 million tons of the BSC's
1969 capacity to allow for the new developments, yet in
1969 the Corporation said that there would be no 'major

closures  of complete works.'! How uld they
make progress without such closures? Here “is already a
hint of that political interference with ¢t h

which 1is a sine qua non of nationalisation ang
to bedevil the future of the steel industry. ﬁﬂe
its Evidence to the Select Committee on National
Industries of 7 April 19762 acknowledged theéé%
delays and those which followed them:

"...it took time for the Corporation to get its plar
under way and there have continued to be serio
interruptions to the implementation of the development
programme notably through the setting up of the Joint
Steering Group of 1971/72 and the still uncompleted
Closure Review which began in 1974." {Evidence:
Paragraph 5.3).

Both the Steering Group and the Closure Review were
examples of government interference and the comment
illustrates the industry's natural irritation at such
interference. Some of the delay though, the BSC

acknowledges, has been the fault of the industry:

"There has been a variety of reasons for these delays,
some internal, some external. As far as new developments
are concerned the time needed to undertake all the

preliminary planning and design work for a major

{Evidence: Para. 5.12}.

1. G.C. Allen. British Industries and their
Organigation, London 1970, p.l09.
2. HC 322.i. April 1976. Referred to in the text
as Evidence.




Thi y
S Seems a poor excuse fron an industry that receives

The result elays was that in 1976 the

British ste Stlll lagging behind its

.adoption of the BOS
: Paragraph 5.22), as

'BALANCE OF STEE

ROCE?SES IN 1974

Unﬂpd
Kingdom

[ dsos FZZZJopen Hearth B £ e ctric Arc

Source: BSC Evidence l9%6, Para. 5.22.

This meant that the use of the BOS process had increased
by only 28.2 per cent since 1965.

Evidence.l  The BSC had, in 1968, begun eaﬂseven ‘year
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It is instructive to look in more detail at the political

interference mentioned 1in Paragraph 5.3 of_ the BSC! s

development plan which was designed to increa:
steel output to 33 million ligquid tons by 1975,
of £1,000 million. Tt involved the developmenf «
integrated steelmaking complexes near to deepaafér
with ore-terminals (as suggested in the Bensoﬁ“ﬁ:
By 1970 some progress had been made - an £18 millio
plant and two 300~-ton converters had been'instaliéd“
Port Talbot and an ore-terminal developed the

Developments of around £34 million were planned Hﬁt
Lackenby, including a vast BOS plant, and an oremterminai:
was being constructed at Redcar. A E130 million
expansion plant was in progress at Scunthorpe and an £111
million terminal planned for Immingham. £76 million was
being invested at two of the BSCs major strip mills, at
Newport, Monmouthshire, and Ravenscraig near Glasgow, and
an ore-terminal was planned for Hunterston on the Clyde
to serve the Scottish works.2 These plans were eagerly
promoted by Lord Melchett, the enhergetic and seemingly

dynamic first Chairman of the Corporation.

They were held up, although with the best intentions, by
the incoming Conservative Government of 1970. Having

decided, despite the promise of possible repeal given by
3

Sir Keith Joseph in the original nationalisation debate,
that the nationalisation process had gone too far to be
reversed, the government was concerned to make the st"
industry more rational and efficient and disturbed at
low productivity and «capital investment. _ng.

committee of Government and Corporation was theref

up to review the industry, the Joint Stg

1. See p.53. .
2. BSC UK Press Gazette Briefing, March 19 0
3. Hansard, 25th July 1966, Col 1340. '




ﬂfand_lncrease its borrowing powers so that it mnight
_ahead qulckly with this strategy.?>
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referred to in the BSC's Evidence.l But it was not until
1973 that the Group's decisions were published as a White
Paper, 2 outl;nlng the Ten—Year Development Strategy which

the BSC was W to _follow. Under this the planned
modernisa

gramne was expanded to one of £3,000
pri es,3 which would take the BSC's

(of] capacity from 27 million tonnes to
nes__byv 1983 The plan involved the
n§ ét Iriam, Workington, Hartlepool,

: Vale and ShottOn, although finishing
it ; last two would be expanded. Major
1nvestment:was planned to conéentrate production on large
plants of up to 5 mllllon tonne capacity at Port Talbot,
Llanwern, Scunthorpe, South - Teesside (Lackenby and

Redcar), and Ravenscralg,_together with new developments
at Hunterston in Scotland. : At Tee551de alone

nearly
£1,000 million was to be sgent to provide an annual
capacity of about 12 million tonnes. The Planned complex
there would form the largest and most modern steelworks
in Europe. At Port Talbot and Llanwern the two big strip
mills were to have an investment of about £900 million to
raise joint output to some 10 million tonnes a vyear.
There was to be a major expansion of electric arc

steelmaking and special steels in the Sheffield/Rotherhan

area. 4

:The=governnent agreed to write down the assets of the BSC

go

1."¢Evidéﬂcé:Para. 5.3,

2. Steel.  British Steel Corporation: Ten Year

Development Strategy. Command 5278 February 19733,
3. 1Ibid. Paras. 16, 37.

4. $See BSC UK Press Gazette B
August 1975,
5. ©See p.16D,

riefings. November 197%3.
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This expansion strategy was implemented with enthusiasm
by Sir H M "Monty" Finniston, who became Chairman of the
Corporation in September 1973, following the sudden death
"*Slr Honty:3

of Lord HMelchett. A scientist and englneer:_ : S
believed (and still believes), that 1nvestment=ln high

technology was the way to solve the industry's prgc-

And indeed the 1973 Strategy was excellent. 11-._.:
fault was that it was at least five years too ;é}
internatiocnal standards. The sort of developmentg
outlined were already well ahead in Europe and Zad be
completed 1in Japan about ten Yyears earlier. .
Ten-Year Strategy was only in its third year when the
gravest depression since the 1930s hit the world's steel
industry.2 That might have been the time to 51?w down
the expansion plan but instead it was reaffirmed with the
addition of a new 10,000 tonnes a day blaét furnéce
complex (to cost £400 million), at Teesside, major
development at the Corby tube-making plant and a ‘very
high tonnage stainless steel plant at Sheffield. Neither
the BSC management nor the government of the day would
pelieve that the economic recession was anything more

than a temporary event.

Yet it must be emphasised that in 1973, despite its poor
performance to date, the BSC still had a ‘chance to
succeed, 1if the Ten-Year ©Strategy was 1mplementeé
swiftly. This was not to be. The Labour Governmeﬁtr
elected in 1974, had promised a review of the cl.oss__u
plans involved in that strategy, under which s?mg 6
jobs were at stake. It was this Beswick S?X}ew
really sounded the death-knell of th?;-
potentially profitable and efficient organis

1. G C Allen Japan's Econonic Expan51onr

1965, p.l57ff.
2., BSC 6& Press Gazette Briefing Augus
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Revi N
T—““EE was pure polltlcalﬁgnterference, damaging to the
industry and in the long-ter
might say that-it was
the majority'fa' :

0 help to its workers. We

“gion gimmick, especially as

”;eatened by closures were

I were those areas whose

by this Review.

report to Parliament in
.report in August of that

the closures at East Moors

ec;sion on Shotton. Some
closures in Scotland were
further delayed those
;phe industry, and put
.an  estimated £10,000

‘million (1979 figures).
realised how it would af”
prospects. Open hearﬁh

prolonged, for example é§ Sth

of producing steel.

red the industry2 who

ture performance and

ng, which the Review

is a very costly way

The Beswick list of plants wbiéh:wgfe to be protected
from closure for as long as_9§é§;b;é;édded a severe and
totally unnecessary burden t93lﬁhéE:BSC, particularly
unfortunate in the late 1970s when étéel markets declined
‘and profits disappeared. Even though the 1last of the
Beswick plants was closed beforg_lQSO these closures were

only achieved by means of generous redundancy and
severance payments. Some  workers received more than
£20,000 in individual pay-offs. This was a price which
the BSC could ill afford to pay. |

1. Steel Closure Review
. « Report by Lord B i
Interim R?port, 4 February 1975, ReporisglCK-
, éugust 1975, Dept. of Industry,
+ See, e.qg., the remarks of Sir Monty Finni
in tbe Evidence of the BSC to the gelégngton
Comm%tte% on Nationalised Industries 1956 HC
32211 p.7, HC 322:ii Para.68., Both Session 1975-76
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Thus it must be said that whatever blame for the present
situation may be attributed to the BSC, tﬁe. Baswick

Review and its disastrous consequences lie at the:door of

the Labour Party. This is a classic exampig: of
political interference, economically so daméﬁiﬁg

which nationalised industries are so open.

Let us now look at the performance of the
various headings, comparing 1it, where possible
relevant, with that of the private sector and of foreign

steel industries.

Crude Steel Production for 1967-74, i.e. up to the time.
of the Beswick Review and the 1975 recession. The

following Table shows crude steel production of the UK,
the original members of the EEC, Spain, USA and Japan and
includes totals For Western Europe, the Western World and
the whole world. 1967, the year of nationalisation, is
taken as the base year, and against each subsequent year
the growth in the production of steel as a percentage of

1967 is shown in the next column.




TARLE 27

CRUDE STEEL PRODUCTION 196 7-1974

% on
1867

19 74
growth
1974

1973
% on
1967 197

71
growth
% on
7

1871

1970
2 on
1967

growth

_705
47.5
67.1
37.4

9.8 22,504
36.7 132,605
59.8 16,227

28.5 27,003
34.8 53,233

32.2

4.3 26, 722
-6 15,522

»346  26.1 122,855
532 49

r

24,054 22.4 25,270

25,391
43,705 18

14

15.0 113

24,240 -0.4
12,445 28,1
22,843 16.2
40,313

21.5 103,377

14.4
29.8

20.9

27,857
109,203
12,607
23,774
45,041

8.5 26,919 10.6
9.7 107,319 19.4
9.1 12,832 32.1
3.8 22,510 14.5

155 12.0 45,316 23.3

26,421
98,634
11,568 1
20,403
41,

89,886
9, 712
19,658
36, 744

50.2

43.9
7.5
.4 11,500 145.9

44,9

6,447
5,833

32.1 23,862

65.3
39

5,924
5,623

.9 49,521
/813 24.7 20,995

21.8
5,585 64.2

5,457
19

9.7
9.8
77.9

5,083 49,5

5,241 17.0
17,452
8,025

.6
+9
2
=
.9

22

21

43.
8
3

5,462
5,042

3.4

4,712 38.6
5,982 32.6

5,521 23.2
16,428

4,834 10.8
3, 706

964

083 1

4,481
3,401
15,890
4,512

14.7
88.5
42.8
42.9

~12.8%
45.0

132,018
22,424
19,301

3,123

2 92,0 117,143

57 41

«7 494,292

.2
-4

8
25

26,649
2, 00

.9 119,32

4.9 136,462 18.5
.4 490

3.3 23,949

5
A 26.8 697,164 40.3 710,062

25,321
22,865
#4555 14.0

_9,5264111.2 10,800 1
2

96,900 5

.5 434,073 25
4
2

-5.3 120, 750
9.

42.5

21.2 396,278 14
-1.

£638 17.2 630,1

88,557
24,174
21,822

2,351

22.4 152,439 15.5 166,124 25.9 179,365 35.9 186,43 4l.5
3.5 109,055

50.1
19.8 582

93,322
.1 419,458
28,316

11.1 119,140

32.2

15.6 595,606
ron and Steel Institute (IISI). Issued by BISEA February 1975

26,846
+26.0

9.8 156,603 18.7 161,521

3.3:127,977
7.6 82,166
7.3 408,942 18
6.6 574,537

118,931
66,893
371,375
529,601
26,277

144,859
e International I

Private Sector

131,989
115,141
62,154
346,154
496,967
24,275

Data published by th

.
.

(per national

stats)

TOTAL Westermn
U.5.4A.

WESTERN WORLD
WORTD

United Kingdom
British Steel
Corporation
Private Sector
Source

Japan
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This Table shows that by the end of 1970 growth in UK
steel production was falling well behind that of the rest
of Western Europe and the rest of the world, eECept.tég
USA. UK growth on 1967 was 1l4.4 per cent, that ofﬂth
EEC 21.5 per cent, Spain 63.9 per cent, Japan ‘7 5071
In 1971 less steel was made 1in the UK thgn

cent. i
1967. Britain and the USA were the only two countiie

show a minus growth rate, although most countrieS“shé
in 1970. In 1972 the steel mar

a slower rate than a
recovered but the UKs production was still only 4.3-Pe
while that of the EEC was 26

cent above that of 1967, oL
per cent, Spain well over 100 per cent, Western Eurogg
25.9 per cent. This pattern continued in 1973. 1974 was

a disastrous year for Britain, production being 7.5 per
cent less than in 1967 and the lowest for 12 years. One

reason for this was the coal strike of that year, but the
iron production and the. .

main cause was the poor . :
Thus again in 1974 .

consequent strains on scrap supply. | .
less steel was produced in Britain than in 1967.  Whereas

in 1967 the UK was the fourth largest steel producer in

the world, by 1974 it was the seventh, having been

overtaken by France, Italy and China.

Table 27 also shows UK steel production in the public and

private sectors during this period. This shows that in

every year except 1968 the production performance of the

private sector was better than that of the BSC. By 1973

i e
private sector production showed a 25 per cent increas

over 1967 compared with only an 8 per cent increase by

the BSC, Even in 1974 private sector output showed an

i o
increase of 1 per cent compared with the BSCs 18 per cen "

0 - h _:'
drop in production.l It is only fair to point out thpugﬁﬁ__

i i a more
that private sector steel production was in ore

' i ini eliance on
advantageous position because of its minimal r SRENT

blast furnace pig iron.

mmk:mrth
is is after allowance has been : R
' Egéisfer of one works from the public to:pb9~Pr1Vate

sector.




Thus while in the sever eérs before nationalisation the

steel companies imp teel production by an average

of 7.7 per cent.  p ithe seven vears following

vi;y, compared with that
ountries, was due to the

€ were undoubtedly
rferences caused by the
. The much better

in these

ﬁfgiffiqultfyears, stan&s

It is difficult to make: ex

isons between public
ause in 1970 the BSC
that. its figures after

and private sectors after -

changed its accounting system
that date run from April to Apr

figures for all steel productio
figures.

e do have the annual
ough, and the BSCs own

TABLE 28

UK CRUDE STEEL pRODUCTIOﬁ;“1975-80

Thousand tonnes'

1975 20,098
1976 22,274
1977 20,411
1978 20,311
1979 21,464
1980 11,277

Source: United Kingdom Iron and Steel Statistics.

-H 3=

TABLE 29

BSC CRUDE STEEL PRODUCTION 1974-80 -

Thousand tonnes

1974-75 20,042
1975-176 16,562
1976-77 18,98
1977~ 78 16,688
19 78-179 16,673
19 79-80 13,594

Source: BSC Annual Reports and Accounts.

It 1is 1interesting to compare these figures with the
productivity figures for 1964-65 (or 1963-64) for
finished steel produced by the companies absorbed by thi
BSC. These were 24,968,000 tonnes (24,575,000 tons).

Or we can compare them with the figures for crude st?el
produced in 1965 by the works primarily concerned with
comnmon steel~-making, which were 27,421,000 Fonnes
(27,006,000 tons), % or indeed with the general flgur?s
for crude steel production from 1950-65.3 Of course it
has been necessary to reduce production in reCént yeazs
in line with falling demand, as we shall later discuss.

1. See Table 25 p.47. . . _

2. Benson Report, Appendix 1, pp.24-95.
3. See Table 4 p.14.

4., BSee e.g. Table 33 p.70.
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Imports and Exports

From 1967, the year of .nationalisation, the gap between

€Xports and imports lec

~“Although exports went up
from that year,

50 dld,importsg,

Nineteen seventy four,

a8 .--pecqigia_rly difficult year for
industry, ' '

as we have. alread' .

:Lced s Produced, pProbably

HM Customs and Excise

UK Iron and Steel Statistics;
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TABLE 31

EXCESS oF EXPdR

ER IMPORTS 1961-80

Value c.i.f.
£000s

166,139
151, 309
132,699
114,155
160,542
-+’ 130,558
+ 111,607
113,005

S?Urce: UK Iron and Steel Stati

;One :of the reasons for thlS dr
1nab111ty Of the BSC to supply h
This 1is acknowledged by the BSCE
Select Committee on Nationalis
1976, (Paragraphs 4.1-4.6). It .

9.n imports was the
'grkets adequately,
eir Evidence to the
ndustries, 7 April
explalned there that
in the period of high demand for steel fron 1968-70, th
e

meet the

at the same tlme it importeqd ingots

and semi~finished steel in order to ralse the output of
le]

Corporation deliberately reduced . exports to
needs of home users;

finished products so as to meet home demand

-6 7—

Demand for steel fell in 1971, recovered late in 1972 and
reached record levels in the UK in 1973-74. During this
period the BSC was unable to supply all its hdﬁé_market
requirementé, despite restricting its exports. ;mhe_main
reasons for this, according to the Corporatiﬁﬁ,i Q§ge

"insufficiency of raw materials, localised shortages.’ of.
skilled manpower, industrial disputes and the im§§¢€ o}
the energy situation: the «coal industry diség
culminating in the 3-day week early in 1974, resultéd”i
a loss of 1.75 million tonnes of steel output in th
vear." (Evidence:1976, Paragraph 4.4). But tﬁe
Secretary of State for Trade and Industry had already
been asked by consumers in 1973 to investigate the supply
position with the steel industry, which was thus causing

concern before the miners' strike.

The BSC adnitted that even in the recession year of 1875,
when the demand for steel was the lowest since the 1930s,
it was unable in many instances to produce enough steel
to meet required delivery times or to make steel of the
right guality. "Phis reflects the lack of modern plant,
owing partly to delays in the investment programme, and a
continuing series of labour difficulties throughout
1975." (Evidence: Para. 4.5}, The latter were
particularly bad at this time. There were 368 strikes in
the steel industry in 1975-76, all but two of which were
unofficial. One million tonnes of iron production were
lost at Llanwern where a new blast furnace was completed
in March 1975, but not blown in until 16 February 1976,
owing to a dispute between the BSC and the National Union

of Blastfurnacemen over the rates of pay for operating

the furnace.

The BSC acknowledged that the failure in quality was no
to be blamed simply on the lack of modern plant. .
has also arisen where appropriate plant is available

(Evidence: Para 4.5).
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Market Share o

The Corporation lamented its loss of the market,
especially tgo 1mports _comm:

share of the Brltlsh
18 per cent of hone
under lO per SgsE

commenting that the import

‘had risen to an estinated

nd in 1975-76, compared o
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TABLE 32

UK DELIVERIES OF FINISHED STEEL TO CONSUMING

INDUSTRIES AND MERCHANTS 196 7-77

me ‘of nationalisation, ang

about 5 per

71970, It was admitteq
_.ground in profitable export

_1ng prlorlty to nmeeting

ause it has come to be

supplier of certain

. 1967/68
s 6.6). 1968/69
e 1965/ 70
X 70/ 71
@ very little better ig;?/
ented Prospects for 1972
s 1973
+ " 'The BSC's share 1974
ecline, falling to 1975
o . 1976
L time imports hag 1947

and the private
is last figure is

From
BSC

13,612
15,918
12, 709
12,924
10, 735
10,662
12,439
10, 768
8,557
8,782
8,301

Thousand tonnes

From Other
UK Producers

1,299

960
4,455
4,414
3,963
4,054
4,854
4,761
3,993
4,204
3,823

ative capacity of

the two sectors.

UK

It is noticeable how the priva

its share of the market, ThlS”lS espec1ally true
the field of alloy blooms, billets: ‘and slabs.
concern to British 1ndustry is the fa
a4 proportion of the
Products,

'dtor has built up

in

market has  gone to

Table 32 illustrates these changes

in Itarket shares,

while Table 33 shows how they have looked since 1975,

1. Prospects for Steel., BSC 1978,
Sioo i =Or Steel

Steel News Special Issue.
2. TIbid. p.3

reproduced in

Source: BSC Annual Reports and Accounts

BSC Annual Statistics

Iron and Steel Statistics.
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TA'BLE 33

MARKET SHARE 1975-80

Supplies of Finished S#egii@o UK Consumers and Stockholders

7 ST 7T

4118 ,zs:y' 157 1%
1980
Pie strike

77 b forecast ~
n BSC Private sector [:l Impoets e stiiks

market share

able 33 shows, the private sector accounts

the

4 sector - on the production of so-called
"special .

sels"”, and finished products with a higher
added value. The products in which the BSC and the
private sector are in competition include billets for
~drop forging, re-rolling, a range of hot rolled products
covering rebars, wire rods, plates and hot rolled narrow

strip, alloy bright bar, non-alloy forgings, tubes and

-1~

pipes, cold rolled narrow strip, and sections. In the
rebars market the BSC has 40-50 per cent and the pfivate
sector 50 per cent, for wire rod and coiled bars thg BSC

has 50 per cent and the private sector 40-50 Pergéént-__ 
The BSC has 80 per cent of the plates market, the pklyéiéfﬁw

sector 20 per cent; in narrow strip the private sector
has 60 per cent and the BSC 40 per cent. The market fo
bright bars is 90 per cent private sector, 10 per céﬁ_
BSC. L )

The priﬁate companies in the steel industry were amonﬁ'_
the customers affected by the BSCs shortcomings as a
supplier. BISPA pointed this out in its own Evidence to
the Select Committe on Nationalised Industries.? This
meant that the import/export performance and ratios of
the private companies were similar to those of the BSC,
because the private sector's ability to export was
curtailed if its raw material was in short supply. This
applied especially to the re~rollers in the private
sector who were reliant on the Corporation for a large
proportion of their semi-finished materials. During the
boon conditions of 1973~74, when both domestic and export
markets offered excellent opportunities, some re-rollers
were operating at 1less than 70 per cent of their
capacity, or even on 3-day working, for lack of raw
material.3 The private sector also lost some of its
export market by having to make up for the deficiencies
of the BSC in the home mnarket.

1. Deter Hill, The 'Other' British Steel.
Article in Steel News, January 19, 1981.

2. HC 322: v. June 1976, Session 1975-76.

3. R. Scholey, Chief Executive of BSC, admitted in
Evidence to the Select Committee on Nationalised
Tndustries that BSC had missed the 1974 boom. HC
52:i December 1976, Para. 499. Session 1976-77.




The 1 1114
nability of the BSC to meet the supply requirements

of the pri nt th;
p?lvate Sector meant that that sector had to fing
alternative sources of sug

’ upply, especially for hot rolled
coill and billets, ' ;

. and thus increase imports. The BSC
admitted its shortcomihéé; ndt 6nly in its own Evidence,
as we have noted,l but also by conceding BISPAs case for
t?e temporary :glaxation of import duties on ingots

billets, blogms"and slabs, and coils for rerolling:
Shortages eased -“in 1971 but occurred again as steel
denand rose towards the end of 1973, Although demand
eased agaighﬁin"'?974, there were still shortages of
billetf.wiré;fod'éﬁd hot rolled bar as late as the Autumn
of 1974f¢1i¥f§ﬁd.ih:the view of BISPaA, supply problems of
thanggar”éfgémgdfquite as much from the failure of BSC
to produce sufficient iron for Steelmaking as from the

temporary interruptions caused by the Government-imposed
three day week.® (BISPA Evidence: 1976 Para 4.3.3)., By

the time that supply had caught up with demand we were in
the recession of 1975,

HThere were also problems of quality, where the BSC was

naélg to achieve the quality achieved, for example, by
pea?iand Japanese producers, especially in wire rod
rip mill products. BISPA pointed out that except
mporéisubstitution was possible, this had resulted
of the steel processors' competitive position
verseas competitors, In other words, the

had to import so that it could export
hqrtcomings of the public sector.?2

_ Para. 4.3, BSC Steel
ndependents, and Appendix 6,

oply. el by BSC 1-75, HC.322 v
1976, BSe also . GKNs Evidence éo the Segécgune

Committee on Nationalised Ing i
- _ _ 1=Je ustries, HC 322:i
May 1976, Paras. 5.3, 5.9, Both Ses;ion lQ?ngé
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Capacity Utilisation — Mini-Milis

This unreliability of the Corporation as a supplier has
caused the private steel sector to make larger
investments in steelmaking than they might otherwise have
done. The 14 companies nationalised in 1967 produced
over 90 per cent of the UKs crude steel. By 1975 the BSC
was producing only 85 per cent, and the private sector 15
per cent.l The private sector is now responsible for
some 17 per cent of total UK steel outputz, and for about
90 per cent of the capacity for the production of high
speed, tool and maghet steels. The production capacity
of the private sector has risen from 2.5 million tonnes
at nationalisation to 3.5 million tonnes in 1974, to 5
million tonnes in 1980, although only about half of this
is being used in the present slump conditions of the

industry.

The private steel sector would in any case have gone
ahead 1in special steel production, which was there to
fulfil certain quality needs, and where the BSC was never
really seen as an alternative source of supply. But
other private steelmaking facilities operated by the
independent companies existed largely as a support
operation for re-rolling, and if the BSC had been a
reliable supplier it is unlikely that the private
companies would have developed these facilities as much
as they have. While the BSC has improved both as a
supplier and in the quality of its supplies in the last
three years, the private sector had meanwhile taken
measures to ensure that it is no longer at the mercy of

1. Although some of this may be accounted for by the
return of GKNs Brymbo steelworks to the private
sector in 1973.

2. Much of this information 1is contained in an
article on the private steel sector by Peter Hill
in Steel News, 19 January 1981.
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These measn
- res are the so-called mini-mills, scrap
intensive i

electric arc furnaces, which are linked to

continu ; i1iti
Ous casting fac;l;p;es to produce a growing range

of Taa R :
Steels, formg;ly produced mainly by "bulk" processes,

at relatively 1 Q7'

mills ”Qés_ the Sheerness Steel

e steel capacity of 450,000
por ”fbf' steel. Other

:40b:QOO'tonne works at

Gwent,

Shgéfﬂééa'piate in coil as finisheq .§ ??iR§:0:2§::
at Birkenhead concentrates on rebghé.; rod
a capacity of 160,000 tonnes, whiié:' orwegian owned
Manchester Steelr has a capacity of”3120;6O0 tonnes ang
concentrates on wire rod. g SE B

?ISPA had referred to the development of the mini-mills
in their Evidence to the Select Committee on Nationalised
Inéustries and expanded on this in their Supplementary
Wr;tten Evidence,? giving details of ‘the comparative
pr?QUctivity of these plants, A relevant extract from
Fh;fcsggplementary Evidence is appended here.

R T
.pr£?22tls now to become part of the new Phoenix I
:beEWéeﬁ’tﬁ Jeint venture in special Steelmaking
> €@ BSC and GKN, whose formation was

) nggunced on 21 February 1981.

. SPA SUpplgmentary Written Evidence to the
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TABLE 34

"4, COMPARATIVE PRODUCTIVITY OF '™MINI' AND
INTEGRATED IRON-BASED STEELMAKING

One of the BSub-Conmittee's major interests
was in the comparison o©of small and medium
scale steelmaking and bulk steelmaking in BOS
plants, i.e. with comparative data for
alternative routes to the same steel
product. BISPAs written evidence pointed out
that the so-called mini-mill was an advance
in modern technology and had found a place
beside the bulk steel processes justified by
the economics and flexibility of its
operations. It could be added that as many
as 50 such mills exist in the USA, and 15 or
s0 in Japan, and there are many more in
Europe. Comparative published statistics are
not widely available, but some information
has been provided by BISPA members as follows:

CASE 1

UK "mini-mill" - built 1972 making 500,000 tonnes
crude steel end products reinforcing bars, other bars

and rods.
Cost per tonne

Capital Cost

Capital cost per tonne’

1976 values £85
Productivity Annual Output per
Employee
Steelméking and re-rolling 580 tonnes




CASE 2

L] : : '
gﬁudemlz}-mlll" _built 1974/76 making 400,000 tonnes
Steel. Simnilar end-products to above.

Capital Cost

Cost per tonne

£60

P : . By
roduct;v1ty " Annual Output per
g o Employee

1000 tonnes

6 ‘with capacity of
sections (with scrap

Capital Cost

Cost per tonne

Steelmaking and re—rolling
at 1976 values o

Productivity ual Output per
‘Employee
Steelmaking and re-rolling 55 750 tonnes

The capital costs quoted ‘above i i
yrlttep—down costs for integrated “Steefoﬁizig (glgh
including blast furnaces) which are ﬁniikely ever.té
be_ less. than £160 per tonne, and réplacement costs
which will be in the region of £400-£600 per tonne.”

Source: BISPa.
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Thus it can be seen that these smaller scale works can
have real advantages in labour productivity. 1In addition
their low capital costs and operating flexibility allow
them to pay their way at relatively lower output levels
than the large integrated works. This isf;dlm'mﬁu

consideration and may suggest that there is scoée_f
nore development of these mini-plants, for the 15fg

integrated works cannot achieve even a reasonable rate:
profitapility without a very high rate of capacity
utilisation which 1is rarely achieved in the strongiy
cyclical world steel market., b

The BSC has hever,developed mini~mills as such,l although
it has electric arc furnaces as part of a larger works,
though these comprise only some 20 per cent of the
Corporation'’s steelmakinag capacity. Table 35 shows the
much higher proportion of these plants in the private

sector.

1. The Corporation now has its first mini-mill, one
of its Sheffield works, where they have closed
down other parts so that what is left is in effect
a mini-mill, and the Corporation is calling it one.
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TARLE 35

Plants in existance at

ELECTRIC ARC FURNACES AT STEELWORKS
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TABLE 35 (Contd.)

Furnace Capacity
per Heat (tonnes)

Fumace Capacity
per Heat (tonnes)
: Under 10 20 40 100
Location - A0 +t0 to to and
19 39 99 over TOTAL
British Steel Corporation
Barrow - Barrow - - 1 - - 1
YORKSHIRE AND HUMBERSIDE
Aurora Steels Ltd Bradford 4 ~ - - - 4
British Steel Corporation
Aldwarke Rotherham - - - - 4 4
River Don Sheffield 1 - - 1 3 5
Shepcote Lane Sheffield - - - - 1 1
Stodcsbndge Sheffield - 1 - 1 3 5
: : Rotherham - - - - 4 4
Tinsley.. : Sheffield - - - - 2 2
C.G.Car isle & Co ILtd Sheffield 2 - - - - 2
Hadflelds Litd Sheffield - - 1 2 1 4
Johnson & F:.rth Brown Ltd Sheffield - 1 1 2 - 4
Neepsend Litd
Jonas & Colve.r (Novo) Itd Sheffield 1 - - - - 1
Frank Pickering & Co Ltd Sheffield 1 - - - - 1
Sandersan Kayser Ltd Sheffield - 2 - - - 2
Spear & Jackson (Industrial) Sheffield i1 - - - - 1
Unbrako Steel Co Ltd Sheffield - - 1 - - i
TOTAL 10 4 3 6 15 38

Under 10 20 40 100
i ticn 10 to to to and L
Region and Works Loca 19 3 9 over TomL
WEST MIDLANDS
F.H.Lloyd (Holdings) ) _ , ) )
F.H.Lloyd (Wednesbury) Wednesbury - i} ‘ N -
Lloyd Cooper Dudley 3 N 4 5 )
Round Oak Steel Works Ltd Dt}dley - 1 3 4 .
Wiggins Steel & Alloys BJ,nrd.ngham
TOTAL - 1 3 2 2
SOUTH EAST . .
Sheerness Steel Co Ltd Sheerness - - - - 2
NORTH WEST
Aurora Steels Litd Manchester 2
Manchester Steels Ltd
Bidston BRirkenhead -
Manchester Manchester -
TOTAL 2
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TABLE 35 (Contd.)

The nini-mill concept was nuch disliked by Sir HMonty
Finniston, as he explained in his own Evidence to the

Select Committee on Nationalised Industries in 1976, He

Furnace Capacity saw few advantages in the mills and thought that they

Heat ; i
per Heat (tonnes) were too restricted in what they could produce to be more

Under 10 20 40O than a minority concern.l! He explained that the BSC had

. Location 10 to to to

Region and Wor
T 19 39 99

not entered the mini-mill market because the Corporation

believed that the BOS plants offered similar economies of

scale to the mini-mills while being more suitable for

. . ST ) _ large-scale production and having much cheaper conversion”i.
Pont 1 costs.2 His proud forecast was that "We shall not build: '
ONLypoo - - - 1 . C
Llanelli - - - - mini-mills but we shall achieve the best possible:

capacity from the BOS vessel to override the product that"

:Brymbo'Steel Works Ltd Wrexham - - -
GKN (South Wales) Ltd Cardiff - - -

S

the mini-mills do at present through the use of scrap."3.

He reiterated his conviction that the BOS was always the

TOTAL - - - 7 most economic way of making steel.? He =saw the

mini-mills as an dirritant rather than a progressive
technological advance.” He thought that they had‘aiisen
because of the current low price of scrap and had taken
scrap which could have been better used elsewhere. " He

SCOTLAND ric arc

British Steel Corporation

Clydesdale Motherwell - - - 2
Qrammewc Motherwell 1 - 1 -

thought that they were putting too mnuch ele;”
steelmaking into the system.® Was this an unprejudiced
statement or was it dictated by fear of the mini-mills

becomning competitors, as indeed they have, to the BSC in

various areas of steelmaking?

Although Sir Monty did admit that one of the reasons for

the private sector mini-mill development was the much

GRAND TOIAL 1980 13 5 8 19
1979 14 6 11 21

better manning agreements which the private sector had

with the unions.?

1. BSC Evidence to the Select Committee on Nationalised
Industries, Examination of Witnesses. HC 322:i.
Para. 59. 1976, Session 1975-76. o

2. Ibid,

3. BSC Evidence to Select Committee on Natlonallsed
Industries, Examination of Witnesses. HC: 322%:
ii. Para. 105. 1976, Session 1975-76. :

4, Ibid. Para.lld,

5. Ibid. Para.ll3.

6., Ibid. Para. 104.

7. HC 322:i. Para. 59,

Source: UK Tron and Steel Statistics
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As we have seen, BISPA, in their evidence, defended the
competitiveness ang versatility of the mini-mills, ! and,
at the request of the
seen in Table 34,

ommittee, produced the figures

he: BSC reiterated its view that

mini-mills in the UK, where

st advantages to offset the

example, inﬁghégﬂ"

cess to a plentiful supply

of scrap,

n.and Italy, all countries
oped.2 The BSC insisted
loped to six per cent of
icompared, for example,
est Germany, and none in
“ﬁg control of scrap

prices at artificialih
(1976), been.abandonedfm

hich had only now

i-mills' years of

Against the BSCs arguments sf

profitability and the py'“ égor's continuing

investment in them, 4 Obviog ave, been affected,

,all parts of the el industry, by

ssion, high energy prib' but seem to be

ing the storm at leas 1 _aé the larger

fprivate sector to
ble base than the

hey have certainly ena

eir dinclusion i ew. joint~ventures

-vate sector (the

...8een to have

BISPA Evidence _ : :

Industries. Examination o tnesses. HC 322:v.

Paras. 268, 302-303.1976 S ssion 1975-76.

2, BSC Evidence to thé Select: mmittee on Nationalised
Industries. HC 322: v11 Par

3. Ibid.

4. The first new mini- steelworks for” some vyears,

commissioned by F.H. Lloyd, Started operating in

September 1980.

_oﬁiNationalised

eelmaking, as there were, for

_.l/ 19/6 Session 1975-76.
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The under-use of capacity has always been a major problen
for the BSC. It has constantly worked at under-capagity
yet even so, supply has always exceeded demand, as the
following graph shows.

TABLE 36
LIQUID STEFL PRODUCI'ION AND PRODUCT SALES 1968/9-1982/3: BSC

Mitlion Tonnes .
267257 ' Actual Forecast
Range of
Outputs/Salas
v, ] 1
183 85 % L K vz i
- ol .
o 7\ e :
J \ 182 3181
o Y ey %
149 x s’ \‘ -, LN :
14- \ J \\ ~, 1.7 ae | e Sales ,
“‘ '/ \130 c..- '..... l!c".- ! 2 i !rmm_jr___
Y L Ty B
é: \ 127 t
12_ \“ 1] .13,.0'..' UK
\ 10 Sales
\\//\ Yonaes)
105 -
v
8- | iquid Stee! Production
sassenee Total Sa]es
Finished Product Tonnes
6 ~~---- UK Sales
4
On the left hand side of the line - how liquid stes!
wnmuﬁuiundluhm UK;duﬂumoﬂlhﬂm:
On the right -~ the forecast ranges of production snd
‘ sales for 1978/79 to 1 2/83 It Is impossible to
21 have forecasts more precise.
1978/79 to 1982/83
(.L T T T T T T T LA v L B
68/69 70/7 7273 74/75 76/77 :
1977/78 data is estimated.

—__Source: Progpects for Steel 1978.BSC
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In 1977/78 the BSC used 76 per cent of 1its manned
steelmaking capacity, in 1978/79 84 per cent , and in
1979/80 91 per . cent. Its utilisation of its furnace

st .for ironmaking for the same vears was

7 per cent, 79 per cent.l vet in its
_the Corporation said that it needed to
- cent of “its capacity before it could
_;prqﬁips;J.This was because of the high

he:: industry, the high rate of cost

gﬁhe_fallginmsﬁgelapri¢e levels. (Evidence:

The only appaﬁent way.+to: impr

) n egthis-boSt structure, so
unsuitable to an  industry:whe |

| seicyclical nature made this
consistently ﬁigh usagesofhcépaéity,verj difficult, was
to press aheéd in fimpieménting-zthe major investment
?rojects proposed in-: the 5Deve1opment Straﬁegy3 and to
lmprove productivity. -_:These~-pﬁiﬁgs, with cooperation
from Government and Unions, the. BSC ﬂoPed to do.4

The Development Strategy has.gone ahead, though not so
quickly as it should have done;ﬂbut=other improvements
have been severely held up by delay in the planned
closures that went with the strateqy, as a result of the

B : L) .
Beswick Review, and by persistent overmanning in the

industry, so that under-utilisation of capacity has been
ersistent, Meanwhile, Britain's problems have been
acerbated by the serious growth in the world

_;V§r~cgpacity for steelmaking,5 produced by a mixture of
recessxgnginatbe steel industry, general industrial

1. BSC Annual Statistics.
§- gg. iz2:gif1976 Session 1975-76.
. eel. British Steel Corporation: Ten Y
Developmenﬁﬂgtrategy. Cmnd.5226, 1972. ===
4, See BSC's Evidence. HC.322:1i, 1976, Para. 6.3

5. British Steel Corporafion: The Road to Viability

Cmnd. 7149, Paras. 1,2,10 and Annex A, p.10. 1978

-3 5

recession, and the rise in steelmaking in the developing

countries.l

The situation of the BSC was so grave by 1978 that the
new Chairman of the BSC, Sir Charles Villiers, wrote a
new prospectus for the future of the industry and the
possibility of its return to viability. This was called
Prospects for Steel.? Ite reduced aspirations were

backed by another White Paper, British Steel Corporation:
The Road to Viability.3 In this the government formally

acknowledged that the Corporation "will need a
substantial capital reconstruction"4, and began a series
of legislative moves to increase its borrowing powers , >
which has continued as the plight of the BSC has becone
ever worse.® It-Was agreed in this White Paper that the
Development Strategy proposed in 1973 would have to be
considerably modified or far too nuch capacity would be
available. The 1973 expansion was thus quietly
abandoned. The BSC was now thinking of a capacity of 16
million tonnes per annum at worst and 22 millign_ﬁdnnes
at best, ! rather than the 36-38 million tonnes“éhvisaged
by the 1973 White paper.8 The new steelmaking capacity
which had been planned was not now to be providéd. This

meant an abandonment of the proposed doubling of capacity

1. For an interesting analysis of these problems see:
International Iron and Steel Institute Causes of
the Mid-19 70s Recession in Steel Demand produced
by the Committee on Economilc Studies, Brussels,
Bpril 1980.

2. BSC 1978.

3, Command 7149, 1978,

4. Ibid. Para. 29.

5. 1Ibid.

6. See pp.l6l-162.

7. Prospects for Steel,.

4, Ten Year Development Strategy. Cmnd. 5226 Para 19(b),
1973. : '
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at Port Talbot, of the planned electric arc plants at
Shelton, Hunterston and Ravenscralgr1 and of the major
items of mill expan51on,

mill devel@pmgntnandi proposed Teesside plate mill,?2

Inyestme" £ quality was to continue and
$¢hemes s to be completed.3 The
; _§400‘ million Redcar blast
, Which came into production

le, closures at the 'high

eswick Review plants, were

Se recommendations, in
AN InCr e. .Since 1976
steelmak S ‘and has been greatly
iion tonnes of
from the BSC

reduced el
steelmaking ‘cap
system. Amdﬁg"tﬁéﬁbiéé
partial closure in the last fou
Vale, Shotton, Consett and Corb

Corporation's manned capacity-w

annum. In July 1980 it was'wot
quickly as possible to 15 miii 

plan intends to reduce it toslﬁ;

Unfortunately for the BSC marEEt ¢6ntinued to
deterlorate since 1978, so that

allev1atlon, but rather by a worsen; g?Of.the

Corporation’s financial situation.

l. The Road to Viability. Comnd..
Para.12(iii). 1978. '

2., 1Ibid. Para. 25.

3. Ibid. Para. 23

4. Ibid. Para. 14.

5. See BSC Annual Report and Accounts 1979-80
Chairman's Review. Dp.3.

‘such as the Port Talbot rolling

-8 7-

One can only lament that the BSC's increased capacity
came toc late for the Corporation to benefit from the
boom years of the steel industry, and hope that the
slimming-down of the excess has not been left too late.
The long-delayed closures are now happening at a time of
general national recession and unemployment. If they had
occurred as planhed within the original Development

Strategy, 1ndustry,; workers and the national econony

would have suffered 1ess.

Industrial Production, B_gce_g'éipﬁ_ and the BSC

Although this is. a lﬁ_gegfsdbject worthy of a separate
study it seems sensiple 'éal briefly with it here, and
dustrial performance of the

to look particularly gt#th
major steel-using indusﬁri the years since the
nationalisation of steel. sheds some light on the
d. helps to explain why

h . lower than steel

situation revealed by Table
steel sales in the ka;a
production.
"The problems of the BSC- th préblems of its
customers™ has become 'auhféVOﬁfite saying in the
industry. The following diagraﬁwillustrates the movement
of GDP since 1963 compared with that of the major

steel-using industries,
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' TABLE 37

GDP_AND THE"MATN STEEL~USING INDUSTRIES
1963-80 o

i meees Niscellaneous
metal goods

) e Motar vehicles

LI A B R N N A Y | )
6364 65/56 67/68 69710 MIA2CIINTE-I5[18 I8 7950

Source: BSC Annual Report and Kéﬁount5"1979—1980. p.l1ll

Table 37 shows that while the ﬁk"éqoﬁdﬁy as a whole has
remained fairly buoyant the leﬁéihﬁﬁf;?éctivity in the
steel-using industries has géneféiif” declined. This
decline has been very sharp since the mid-1970s. "Had UK
steel-making industries maintained their 1975 competitive
position at home and abroad, about another 2 million
‘tonnes of steel would have been consumed in the UK last
'year."! The decline has accelérated in recent months,
some 30,000 jobs having been lost in the major steel-using

industries in the last three months. (January-March 1981).

1. BSC Annual Report and Accounts .1979-80 p.ll1.
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One of the main reasons for this decline has been import
penetration of manufactured goods, which has been
particularly narked in major steel-using industries,

especially the motor industry, as the following diagram

shows.,

TABLE 38

UK_CAR REGISTRATION AND PRODUCTION

millions
2.0

1.8~

1.6

1.4

3.2

1.0+

68—

0.6 / ~

04 V

N
UK production
for export

0.2

I I ]
1960 1965 1976 - 1875 1379

Source: BSC Annual Report and Accounts 1979-80 p.ll.
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This of course reflects the poor quality of British cars
and other manufactured_gooﬁs and the superiority of the
imported pProducts, Perhaps. i; is no mere coincidence
that the main British motbr manufacturer and a heavy
consumer of BSC produétsl is British Leyland, itself a
nationalised industry and one whose poor performance over
the years rivals that_of_Br;pish Steel.

There is also the situation of poor steel going to make
poor cars, for until recently motor manufacturers had
problems with the quality of the steel provided by the
COKPOrationi especially for the skin-panels, the major
panel in pgr_ manufacture. They therefore turned to
imported stéél, and hence we have the second problem, of
import -penetration of the steel market itself, which was
illustrated in Table 33. This guality problem has also
affected the BSC as an  exporter, foreign motor

manufacturers have very high standards for steel.

While there has been considerable improvement in the
quality of the Corporation's products in the last two
years, with improved checking at the mills, the good
effect of this has been counteracted by the disputes in
the steel industry, especially the major strike of
”79r80, which led to a further increase of import
ration in the motor industry, which the BSC has not

BSC has obviously suffered from the
its major receiving industries, its own
Bave made that suffering even greater than
been.

1, The BSGWStands third'(afteraLucas'andtGKN)'in'the

list of British Leyland's top ten suppliers for
1979. The Economist, 8 November 1980,

2. I am indebted to the Economists! Department of the
Society of Motor Manufacturers and Traders for
this information about the motor industry.

-are noticeable. The fall in other sectors since:

91—

Other traditional steel-using industries, such as
shipbuilding, are also in decline,l ang while that.
decline is world-wide, it has again been exace#pated_;nf;

the UK by the nationalisation of the industry.

The following Tables show the net home deliver;
finished steel for 1967-80, from all UK steelmakers
falling figures for the motor and shipbuilding indq

such as machine toolé, industrial plant, and agricuin
machinery, illustrates the UK's general recession.

the effect of import penetration.

1. "The BSC now sells less than one third of the amoun
of steel to British Shipbuilders than it did in .o
1975=-764+0c00.... Over the same period shipbuilding h
slipped from 10th to 15th in the league table of'
customers who are of greatest value to the BSC 'in o
monetary terms.” Peter Hawkins Will the Boat Come .
In? article on British Shipbuilders in Steel News 19 .
January 1981. S




PUR UOIAT M :82IN0g

“aeak yeeM (g . BATSNTIUT. > BUTUT TeOD  +

L*181°T2] 9°229°0z] 8:88g! C8TPIT/TZ| L T8FE’6T SOTIBATITA SN “IVIOL 0%
6 ZTEF ¥°91S% | “6°TZE‘E £ I9% ‘e L°0E0'% 8'TL’E mpmo:@oum mw mguO@um 6€
8°8G879T| T ITT’9T| 6°990°6T| G°GSS’8T| TI°¥80“LT! 6'9.5°ST TYIOL o 8¢
0°€¥I‘Z 6 TP T 7rOv0T 1811 o”ﬁmmhﬁ onnmm‘ﬁ @woz@owwummww me WM
0°Lz L PE L %E AL 6°ZE S0t meotriun
£*6L0°F 1°£25'¢ T1°8T0°S 0°0SP ‘% z01e‘s 1°008‘2 mpmmmﬂmmﬂowcﬂmmmgwwmww wm
£ 8E 0°89¢ Z°0TE T°69Z £egee €622 oreiD wuomwcmna e
6T 2°799T 0°0LT 0°TLT h”mmﬂ m”wmw e Mmmwﬂuuowﬁm el |3
m.wMM mnwwm m.mwm w.www m.wwm 07509 {Butassutbus T1aTO 8 BUTPTTING) UOTIDNARSUO) |T¢
£. ... . - Sty .mw..muuwzg T390 0t
ok | thb | tew | tem | e | S sreserion Srisam 3 T (o
: . . . ~039 sbuthacg doag gz
is | ew |z | e | oX | e soweng 3000 5 SmopuTH Terg |og
08 . g . . 2ImITUNg TeISW |97
. 6°8S 679 8°€8 1°98 T°06 .
M.MWQ £°$59 0°LL9 S ZoL T°8¢L £ *999 wmunuomwmmwzawwwm M wmmm wm
PLOT'T L°Z80'T LeL8z'T z'zoz'1 € SPTT L°T90°T 3 2T B a1
. ¢ £°91Z S°02Z 6*9¢C S E27 *O39 SMBIOS ‘SIVATY ‘sany ‘s3Tog |£7
A m.;mﬁ 0°29 T¢h AN $°89 Sa8YI0 TT® Aq 3ooag BurTTog Aemitey Jo artedsg 3 samoeynuey |zz
m.ﬁm H.ﬁ *£0T 0°¢6 £°98 868 sfemiTey YsT31ag Aq %0035 KemTTey jo itedey % samoeInuey |z
m.cm w.mm m.wm 4 0%z 0°LZ aredsy 3 8InjoeInuey 3FRIASATY [0Z
w.ww 1°c¥ 1°p% £°0% 9°1g pech atedsy 3 wuzummws:mz
- aogeTnaueasg 4 aToAD Tepad ‘STOTUan PSTa8uM-a9IYT, STOAD 20301 |61
£°909°T 6°669'1 S*828°T | 1°628°T 9°$z8°T S T16G°T (s91A0SS800R ¥ sided Buipnyour) Butanjoeynuey 9TOTUSA 010K |87
76T 6T o0L6T 696T 8961 £L96T dnoxn Axzsnpur |

QENHILTD 68 S9N

0"Ls ¢°S08 £°EPS £ . '

AN AR YA Y £°9¢T wam m.wwm N.vww butassurbug SUTIEN 2 ButpTIngdryg LT

0z 578 66 'cg P 8 vVt smeleddy 3 spooy T2o1X300Ty I90q0 9T

9°8LT 9°01Z 2°6€T S°TET 9°6€Z m.wmm osashraie pupniore) ssouertady TI305T7 Sr3seuy o1

b b5 8-58 66 . . . AzsuTyoey TeoTx

1°6L8 EPTT'T S°69¢’T M.wmm.a M.wmmth m.mmmrﬁ SO0TO 3 ssyojeym ‘Zzsrano ! sjusunaysut .m”.,,mwﬁw.m%ﬁ{wwwww Mw

9-087 €16z pezog . . ; HIOMTR935 B Jue eTa

9°967 Z 6ee gL ee mmmmW mew 8 0€€ Butxssutbuy .mmoﬂuuown.mmmcmzﬂmwmmm m

8°Z0% , (sata0sssooe ® AapuTyoew STTIIXa3 »

€°6LT €681 0°€5z 2°9zz SAoIRIBTAIRI “Aasutyomu sot3z0 Butpntour)” Kxsuroey asyno ot

. , _ . goi oo C 0 juswdinbg But Tpueq

w._mm 6 9°Z0T - e ) __w______m.wuwa..nﬂomz_m ..?wﬁhm& 3 querg 1 Sa030RIqUOY | g

9°0TT 6°56 2621 TeUs. Butaesutbug. 3 stoor, sutyoey Butsaon-tesay | g

£'T¢ 6.8¢ L gy g o Asutyoen Teamrnoyasy |

2 9rp 9°Thy 9t SotIpunoguoar | g

2 50T SamyoeINuUEl IaURang S

e SoueUSIUTEY pue aredsy B

9.8 *199318 » uoag

ves SPTIISnpul perTTY % STeoTUSYY ¢
/ OO98qQL, PUR JUTAg ‘poog | 5

+SE) TRamey ® UNSTOA39g 4 BuTuTy TR0 T
*SOTI™AT TR amoy jay
46T

S8uuoy puesnayy,

dnoxs Axysnpuy

SURRISY

T S —

' SSTnsnpur
(SeT3TTRNy TTR

6€ TIEYL

burunsuoy oy SILADAT TS
) THAIS TEHSINTA




SOTASTILIS 19933 pue UOAT un :90Inog

“ARBA EIM £¢

I
v 'SSZYT 97T200g 2 TOV6T 965261 ¥ “TO96T £ *6558T 8°9ESTY T 0ELE? SOLIAAITG oM Teaos
L7ELTZ | T'OOTY | £S6E | L°OVOV | 87162 | 9 9z/2 6'SL9T | £ ogsE (Sasonpoad yn &q)  sazodxy
L7TI86TT ¥ TIT6ST 6°SSPST| 6°9TZST| 9 c9c0T 6°CE8ST 6°65988T] 8°66L61] : ISR ¥ 0O SOTIBATTEP Terq[
TULL6E | L79EEE | 5*6%ZE | £ v60c 9°LLEE | 6°28Z¢ | 8 OcEE (0¥ st 4 {uorsasauco 103 TeTasyeu Burpnyoxa) s3aoduy
9 V008 | L*¥8527 ¥ *90zz7] C'¥ZTET] 0798627 0 055ZT T76ZSST] g 262LT sasonpoxd yn Ag SOTILSATTRD Sukx] Te3qr,
€°0TSZ | 77298 | ¥ "pese T LLTE [ L L¥¥E | 645262 O°CLIV | 6°LZ6D SIURUDIR DUTPTOWRPOIS |ge
£°¥6VS | £°20L8 | 0°ZT88 | T°L¥68 | g gcce 17296 | T°LS€TT 6°p95ZT SIAMSUCO ) O} SOTLISATTR Teiqy,
5°89T | S'TSE lgzez | zegoc PUE0E | preve [ sver | zewmw (DeREOOTTRUN BUTPNTOUT) sastmsuoy *yeq 190 |pe
€80T 1 7°99T | pepeT | 9o1p7 8°LTT | 6°26T | 0°v0z {z°arT UOTIBOTUMIIO) 3 Jzodsuedy, |eg
L"69 6°€6  gogr 9°59 Z°L6 T°%ST | 2°6ST | 0*LoT A93eM 3 A3TOTa308TY ‘sen (z¢
87°8TC 1 O'L6T |y czp | goz1e [°92e 192ty | 0°s6s | 9°g7071 (butassutbus 11aT0 ® BurprIng) uoTIonIIsSUe) |1
L°S8C | 9°T6E lzrre | ge1ce 6°98¢ | 0°8TE | T2 | 99w "STSTU ‘SeTagsnpur Telsl |gr
9°L6 VT 19%z9z | 0'99z |6 par 6°0TC | Z2°%0€ | S°sze SIBA-MOTTOH OT3SSuog 3 TeTajsnpur |g7
8°18E | €795 |9°c5c |/ g0 $°099 | L°z789 |zvzsL |/ -grs 239 sbuthrog doag mmw
27sg 6°2ZL 9°9g £°9¢ L°Z% 8'sh 5°69 v sg SARAZ IOAT 3 SMOPUTM TRISN |/ 7
O°8p 97¢8 | yg 8708 8799 Z° 0% 0°€s Z°%s 3ANJTUNG Te3dy |97
I°Lve 1 8'%TL [g°g69 | ooy 8°0L |€'0€9 |6rw |i'9m SoX0g Telsw 2 sued gz
vT986 | 2°905T | g6l | gecrg S'026 | 6°L¥6 | 0°TOZ'T v coz’ SSIMOLINURY SATH 8 ITM |57
6°LL VT 19°%%T | 0'8pT | 0°get 6°69T [ 9'68T | $°89T T SMBI0S5 fs3eATd ‘sInY ‘s3Tog o7
€°0T  1€°ST  |grgz 0°1Tg 8¢z 917 9°9z €%z SISO TT® 4Q o035 BUTTTOY AemTiey jo aredsy ¥ sanmoeInuey |zz
S°EY 6°89 6799 L°%8 T O*TIT |2 ¢ 0°%9 TI8d US13Tag Aq yooag BUTTTOR KemTrey Jo ATedsy ¥ eamoeynue |17
£°01 €°CT  |9°pz T°1T 6°0T 181 6°9T 79T ATedsy ¥ samoernue) 3Feroary (o7
S Ov 675 |9°gg L %9 6°8S vy €765 €°6% Atedsy 3 sanyoegnuey w
ACIBINQUIRIDG /BT0AY Tepag ‘STOTUaA PeTesuM~SaaYyL “3T04D 30305 6T
97CVS | 67L60T | 9°690°T STBTT T LLez’T 8 8707 T°L8E'T 86 T (se1aosssooe 8 syaed Butpnout) Buramoegnuen stotysy I0301 | BT
086T | 6L6T | 8L6T | (16T mnm%l; SL6T | ¥L6T | ¢L6T Axzsnpur

GENNIINGD 0% FI1d9n

€681 | 6°€ST | ¥°T1Z |L-997 | g zze €°SPS | $°00S butassutbug surzey 3 Butprtnadrys |1
L9V 18'¢L 186 |g'68 |5 10T £'6ZT | £°95T smeaeddy 3 spoog Teota10eTm a8p0 |97
0¥z loes |1z |zq |y 6°28 |z-orT ‘ SSOURTTAdy 91230877 Sr3seucq |ot
v v S°PST [ 0°8LT | S*peT | 0-e8T B'CZz |c°tze AIBUTYORY TEOTIIDSTY (3]
S TS Z'v8 .| .68 9°76 b6 Z°9TT | S 977 sebreb’sTom TTEUs’ 3001 » sSayo3eM .huwﬂuso~mucmaﬁnumcH~mHooa £T
V'8TE [ 0"Z¥S | £zTo £°899 | 0-8gp9 G°€68 | £°685 AAOMTSIIS ¥ JueTg TeTagsnpur 7T
¢'88T | L7z€T | 17692 | o0'Lsz | £ zoe T°%0€ | 6°zze ButaesuThU TeSTI308TI-UON 49030 |TT
{ soTI0SS000R
C T | 6°60¢ v°sse | getec PR Azsutyoew oTTIXel fsoryzo Butpntout) &usuryoey asuao |or
Juaudtnby Hut Tpuey
TLTT | 0"¢LT TEOTURLOS 3 Aasutyoey Buthazens s juery 1$a0qoRIUY | ¢
08T £rog ML e T ..,.w..moo&.wc..ﬁomx mcﬁxnou»sﬁmumva 8
O'%E- ) £°¥9 Coali L -Rasutyoel TeamTnoTIby .
007 6* - S9Tapunoy uoar 9
§°CET (¥ ANIDRINULY ISYINg G
€ 67 g SoueuRjuTR pue aTedoy 74
179938 8 uoar
8¢l 0 SOTXISNPUL PITITTY ® STEROTUSYY €
0'9% ¢ QOORQOL pue uTAT ‘poog | 7
672z | O S8 Teamey » umsroxzsg ‘ButuTy TE0D T
: ISOTABATTS(Q 2wy JoN
OB6T | 6L6T | 8L6T | £i6T | 96T ©SLOL - VL6T- | £L6T Aa3snpur

0% T19v¥L




—96-

The BSC used to include in its Press Briefings a list of
its Top Ten customers, with their percentage share of
deliveries. It is a measure both of its declining market
and of its loss of optimism that the Corporation no

longer bothers to publish such lists.

While the decline in its consuming industries certainly
explains some of the under-utilisation of the BSC's
capacity it is .a 'refléxipn of the Corporation's
inflexibility that it has nof'aéaptéd itself more quickly
to the changing market. And that inflexibility is itself
a result of nationalisation, which first created such a
monolithic.fand slow-moving giant as the BSC and then

subjected it to so much political interference. The

Beswick . Review and the trade union attitudes have
contributed much to the BSCs inability to slim-down more
quickly in 1line with the falling market demands and

therefore cease to waste so much money.

The «curse of nationalisation hits the BSC both as
supplier and consumer. In its Report and Accounts of
1979-80 the Corporation complained of the amount it has
spent on goods and services purchased from other

natiocnalised industries, ralilway freight, gas,
electricity and coal, together amounting to over
300 million in the year. The Corporation said that it
"fQUnd__the price increases sought by many of these

ustries very difficult to accept.l

een  a long-standing 'ﬁrbblem for the BSC,
2ially  where NCB coking coal is concerned. The
almoéﬁfekglﬁsive use of this coal has cost the BSC about
E?OwBOImiiiion.a year more than they would have paid for
imported coal (1979-80 figures), and thus increased their
loss by some £70-80 million per year, There is also

indirect loss caused by the fact that most NCB coal is

1. BSC Annual Report and Accounts, 1979-80, p.13.
This point is also well made in the British

‘Iron and Steel Consumers' Council: Cost Competitiveness

in ECSC Steel Industries: The Effects of Government
Policies February 1981.
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intrinsically less suitable for use in steelmaking than
the Australian, US and other imported coals, a loss which
would still occur if the Government used to the full its
Powers, available under the Treaty of Paris, to subsidise
coal prices down to world levels (i.e., approximately the
levels paid for third world imports). These powers are
difficult to implement both because of the NCB pricing
structure and because of the Board's inability to
subsidise from within its own cash limits. Table 41 shows
how UK coke prices have risen by comparison with those of
other countries.

The BSC has tried to behave in a commercial way by increasing
her imports of cheaper coking coals.l But this sensible use of
commercial judgment is now threatened by the government's recent
settlement with the miners (February 1981), which suggests
restriction of coal imports.

This interdependence of nationalised industries, which are
nearly all loss-makers, cuts them off from real dealing in the
market-place. If one goes to the mérket, like the BSC for its
coal, or British Leyland for its:éteel, then another suffers.

One of the major causes of recession has of course been the oil
Crisis and the consequent rise in the price of fuel oil. This
has affected the BSC both as a primary cost and as the cause

of large increases in electricity charges. As the Corporation

uses 7 per cent of the nation's energy it naturally suffers

1. BSC Annual Report and Accounts 1979-80 p.l2. See also
British Iron and Steel Consumers' Council op. cit p.14.




TABLE 41

INDEX OF BIAST-FURNACE COKE PRICES (DELIVERED) FOR SELECTED COUNTRIES

i(ﬁaséd on the national currency):

1975-79

January 19% = 100

Oct.
1%

Jar .-

Jan.
_1979

Jan. Jan.

Jan.

Countries

197 1977 198 19 19%

1975

e

I

Germany

TImported

Belgium

Irported

Denmark

Home

France

Importedz -

 ;f' i£éd

United thqaom"éﬁ

Austria

Spain

Inported
ﬁmnt&ﬂ

280 350 358 275 294 219
314 298 295
398 422

175

1322

297

296
359

297 304
186

199

282
188

memted2
Irported

Greece

407

2P

Portugal4

100.

Ruhr coke, delivered Esch.
January 197t

3-
4.

Price ex~ccking plant-
average North and East.

CIF.

l.

2.

OECD

-
-

Source
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greatly from these increases. The apparently very heavy rise
in UK energy costs compared with those of some of our
continental competitorsl has had a most unfavourable effect on
the British steel industry, both public and private, especially
during the last year. It can be said that nationalisation and
monopoly conditions in the energy industries make these costs
higher than they need be.2 It is certain that the BSC is less
able to bear them because of its already poor state. Every blow
that comes to the Corporation from general industrial
conditions hits an industry that is already laid low by its own
ﬁdlicies and faults, and is therefore that much more severe.
The BSC faces recession and adversity from a basis of loss.

The private sector is also very hard-hit, but is better

able to face adversity Dbecause o©of its ©previous

prosperity.

Labour Productivity and Employment

These are areas ©f the steel industry where Britain's

poor international performance 1is most noticeable.

Relatively poor mnanpower productivity, as compared with
our foreign competitors, predates nationalisation, as

the following Table shows.

1. The word 'apparently' is used because it is very
difficult to make international price comparisons.
The differences probably owe more to the rise of the
pound against the French franc and the German mark
than to the actual prices themselves.

2. The government's decision, for example, to refer
the CEGB to the Monopolies Commission (1980)
suggests that they feel that this might be the case.

a
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TABLE 42 TABLE 42 CONTINUED
INDICES OF PRODUCTIVITY, HOURLY EARNINGS AND UNIT EMPLOYMENT
COSTS I PRODUCTION, BY COUNTRY
?gggANggggEEgga (1960 ='100) Country & Year Crude Steel Average Employment
_ : Output per Hourly Cost per Unit
Man-Hour Earnings of Crude Steel
Output
Canada
Country & Year Average Employment 360
Hourly Cost per Unit 196§ Nn.a n.a . n.a
 Earnings of Crude Steel 67
| Output Japan
BelglumHLuxembourg %960 100 109 100
1960 | : 100 100 965 175 152 87
1967 | S - 153 106
France ' D {(a) Change in basis of employment and earnings data, indices not
1960 100 strictly comparable with earlier years.
111 .
igg% 105 Compiled from: Output data BSC, Statistical Handbook 1969 Enployment
and Earhings data.
EEC Office Statistique des Communautés Eurcopéennes
Ger?ggg F.R. 100 Sidérurgie (Brussels) 1968
1965 126 U.K. BSC Annual Statistics 1969 (London) 1970
1967 114 U.S. American Iron and Steel Institute Annual: Statlstlcal
Report 1969, (Washington DC),1970 P
Ttaly Canada BSC Statistical Handbook 1969 Oop.cit. :
1960 100 Japan Japan Iron and Steel Federatlon Statistical Yearbook,
1967 97 - , . .
S Source: - Cockerill and Silbertson:op. cit. Table 15 pP.33
Netherlands T e ' E
1 100 100 100
133 e 171 129
l4e6 o 202 138
E.E.C. - |
1960 100 100 160
1965 125 S 143 lis
1967 149 . 157 107
U.Kl R el :
1960 100 100 100
1965 119 135 113
196 7(a) 116 - 128 112
U.S -
1960 100 100 160
1965 124 i1z 90
1967 128 118 91
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This was one of the broblems which nationalisation was to
solve. Yet, as the next Table illustrates, the figures for
the early years of nationalisation show little improvement
in UK rates, while some of our main competitors were mak ing

considerable Progress.

There was 1iﬁ£1§!§pint in standing second in the free world
C of crude steel, as the BSC did in 1969, while

ﬂas_many men to produce that steel as any

roducer did.
 TABLE 43

INDEX OF ANNUAL CRUDE STEEL QUTPUT PER WORKER

J;11967ﬁ7l  :_ ﬁH
1963=10¢
COUNTRIES 1967 1968 1969 1970 1971
Germany 130.2 148.2 - 162.4 158.8 147.4
Belgium 149.1 177.2 193.1 - -
France 127.2 139,3 152.7 158.9 154,5
Italy 167 180 165 162 154
Luxembourg 110.4 121.1 138 132.1 129.5
Netherlands 121 130 146 144 141
Austria 104 121 ' 130 129 143
Denmarkl 129 155 164 154 140
Spain 150 161 . 175 211 221
Finlang 110 188 232 276 229
Greece 150 160 170 - -
Ireland 196 190 214 195 197
Norway 131 134 141 146 156

.. Portugal 139 138 146 126 -
‘United Kingdom 117 130 133

weden2 133 145 157 160 167

Switzerland - - - -

.. Turkey 203 219 - 259 -

Canada 104.2 121.4 118.0 126.3 -
United Stateg 105 108.5 116.6 108.6 99.3
Japan 191 197.1 237.5 253.7 236.3

N.B. The figures given in the table are valid as a general
indication of trends, but do not permit any detailed comparison
petweep countries, Not only are the statistical methods used

the industry and by the rate of investment of capital, which
may differ widely from country to country. Further distortions
of the indices may be introduced by the number of hours worked,
which varies between periods and from country to country or by
the level of output in the base year,

1. Ratio production of rolled products per process workers.,

2. First six months.

Source: OECD The Tron and Steel Industry in 1971 and Trends in 1972.
OECD Paris 1973,
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The BSCs manpower productivity continues to compare
unfavourably with that of its international competitors,
Figures produced from various sources and treating the
Same subject in different ways all produce the same
gloony results. Thus, for example, The Steel Industry

Throughout the World, an Industrial Survey Collection
published by Société de Documentation et d'Analyse
Financiére (DAFSA), Paris, in 1974, makes an
international comparison of VALUE ADDED per employee in
dollars at the 1971 exchange rate, as follows:

TABLE 44

VALUE ADDED PER EMPLOYEE
$1971 EC5C Bix UK{BSC) USA Japan
1967/ 72 5, 730 4,100 11,120 4,500
1967 4,625 3,075 8,950 2,990
1972 7,230 5,200 12,960 6,050

Source: DAFSA Survey Table VI/17 quoted in BISPA
Supplementary Written Evidence to Select
Comnittee on Nationalised Industries, 1976,

Not only do the comparisons show the UK generally behind
the others, but of perhaps greater significance is the
way in which the gaps between the variocus performances
widened, with the UK lagging very much behind, in the
vears between 1967 and 1972, i.e., the first five years
of nationalisation.

The figures showed the same trend in 1974.
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TABLE 45

BSC PRODUCTIVITY COMPARED WITH COMPETITORS 1974

Net Added Value per Emplovee (£000's)

‘ " WIEAN
INLAND -

REPUBLIC | - o )
USSTEEL | - v _
STELCD [ s
BETHLEHEM | . . 1 |
F T R R ———

THYSSEN | 1
BSC - — jjj; - .

3078 LUSCS 0 5 B 11 15

-y
- A ew we W

Source: BSC Evidence to Select Committee on Nationalised
Industries. HC.322:3i. 1976 Para 5.31. Session 1975-76.

-;to March 1975 the added value per employee was
5C, compared with £11,691 in Japan's New Nippon

- 105~

The DAFSA Report gives further data in terms of

crude steel output per man employed, as follows:

TABLE 46

TRENDS IN NUMBERS EMPLOYED PER HMILLION TONS OF
CRUDE STEEL PRODUCED

1967-73

1000 employees per

lmt crude steel 1967 1970 1972 1973
ECSC.'Six' 5.9 5.2 4.9 4.5
BSC 10.8 10.4 9.15 8.5
USsA 5.9 5.6 5.15
Japan 5.4 3.5 3.3 2.7

Source: DAFSA op. cit Table TVI/2, quoted in BISPA
Supplementary Written Evidence (1976)

It must be said though that comparisons involving

only crude steel do not recognise the different

product ranges of the steel industries in the various
countries and almost <certainly a much larger
proportion of the BSC employees are engaged in
special production and specialist finishing

activities than is the case in other countries.l

1, BISPA Ibid. Para 3.
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The following comparison comes from figures published by the

ECSC which cover only Treaty of Paris activities, i.e., iron

and steelmaking, hot“rolling and production of c¢old reduced
sheet, in 1976: B

TABLE 47

BECSC PRODUCTIVITY COMPARISONS

Potal Wbrk'force' ;é£eéi'Output Output per man

Year 1976 ee

R 000 ‘million tonnes tonnes

210.1 42,41 202

154.6 23,23 : 150

96-0 ‘ 23.42 244

Xembourg 77.9 16.72 215
Netherlands 24.4 5.19 213
UK/BSC 154.7 19.06 123
Other UK’ 26.6 3.21 121

UK Total 181.3 22,27 123

Source: BISPA Supplementary Written Evidence 1976, Para.3

éin_it must be noted that the low figure for the "other",

rivate sector UK producers reflects the high proportion
and special steelmakers and the inclusion of the

foall non-steelmaking hot rollers.l

. provisos have been made, the fact remains tnat
er man was still some 27 tonnes below that of
“mﬁét;to;, Frénce, and almost 100 tonnes below
: others.

visible in the following productivity
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TABLE 48

BSC PRODUCTIVITY COMPARISONS

The following productivity comparisons are based on BSC iron and
steel activities only. They exclude employees 1in mining,
quarrying, refractories, RDL Limited, and BSC (Chemicals)
Limited, etc.

uﬂumber of employees
BSC would need to
enploy, in Iron and
Steel activities, to
achféVé;¢§@§aréble

Liquid Steel productivity given

Tonnes Productivity comparable plant

per man year Index cqnﬁigu?ations
BSC 131 100 o ;i82-
France 164 125 7 :i4é
Germany 225 172 106
Italy 232 177 103
Netherlands 243 185 98
United States 274 209 87
Japan 372 284 84

Source: BSC Evidence to Select Committee on Nationalised .
Industries; HC.322:i April 1976 Appendix VI

Session 1975-76,
{Main Source ECSC 1973)

i
1
j
i
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The BSCs own figures for 1970/1980 look like this:

TABLE 49

B5C INDEX OF ‘ANNUAL CRUDE STEEL QUTPUT PER WORKER

(1970=100)

L

.. 1970-80
Liquid Steel Ho. of BSC Output per
Year production employees vear per
Sesi(me tonnes) at end of employee
L period
AT T
1970:71;_ T b 26.1 252,400 106G.0 l
lg?if?g  *-~ 21.5 229, 700 90.5 f
-l972ﬁ73j e 25,1 226,600 107.2 l
1973=%4 = 23.0 220,400 101.0 l
1974-75 20.8 228,300 6.1
197576 17.2 216,200 79.1
1976~77 19,7 207,900 92.0
1977-78 17.4 196,900 85.5
1978-79 17.3 169, 700 38.6
1979-80 14.1 150,800 90.5

_. .e:

BSC Annual Reports and Accounts,

illUsEratl_

be' compared with the recent OECD figures again

‘Britain's poor performance by international

C =109

TABLE 50

INDEY OF ANMNUAL CRUDE STEEL OUTPUT PER WORKER

1970 = 100
PAYS 1976 1977 1978 COUNTRIES
Allemagne....... 105.2 99.7 110.6 jevssevee.s.Gernany
Belgique..,v.iuu.s 102.2 101.6 127.1 |vvveeieesBelgium
Danemark......0.. see e - seeessssssDenmnark
France..v.oeeeeae 97.8 98.9 I19.0 feeveeeansssFrance
Irlande..icicainsae cen .o S ssessssessslreland
Ttalieseevinannas 112.0 113.0 120.0 .....;.......Italy
Luxembourg....... 105.5 112.0 136.0 |........Luxembourg
Pays-BaS.seeavsas P PR s +eesseletherlands
Royaume-Uni...... (79.1) {92) e ++++United Kingdom
Autriche.iiviveanss 138.0 127.0 142.0 |{...vieveeAustria
ESpagne.eeesesss R 132.06 134.6 143.1 jeverveenesnaseBpain
Finlande..ovveaas 110.0 123.0 136.0 {vvsusees.Finland
HOTVEgE . vsvunanns .o ‘e ene srseseas s NOrway
Portugal..ieeesas 100.2 108.0 117.0 joveesesaPortugal
Sudde.ssuearsanes| 108.0 88.0 103.0 {eveevsun...Swedenl
TUYGUIC e v v aenoa s 84.8 64.9 PN ...........Turkey2
Canadassssesssess . PN e seenrarassseCanada
Etats-UniS.sesees. 116.3 113.7 122.5 j.....United States
JapPONeesssasvsras 96. 7 92.4 88.3 |eeseessnseresdapan
AUSEraliCe.essss . .o o eesasssasAustralia
Houvelle~i.ieasas . .ee v eeeeesllew Zealand
Z&lande

Source: OECD The Iron and Steel Industry in 1978 and

Trends in

1979, Paris 19890.

Tentative UK figures are inserted from Table 48 but they are not

an exact conparison because of the BSCs different
period.

accounting
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Looking at the figures in hourly terms, the following Table shows
that it takes twice as many manhours to produce a tonne of Steel
in the UK as in almost any other EEC country.

TABLE 51

LABOUR PRODUCTIVITY IN THE ECSC*STEEL
INDUSTRIES (HOURS WORKED PER TONNE OF CRUDE
: STEEL)

1976~78

1976 1978 (lst Quarter) Change

ITtaly 6.8 6.5 ~ 4%
Luxembourg g.1 6.6 -19%
Belgium 747 6.7 -13%
Netherlands 7.6 n.a n.a
West Germany 8.2 8.0 - 2%
France 11.3 16,0 ~-12%
United Kingdon 14.9 16.5 +11%

* European Coal and Steel Community

“. N.a. = not available

‘Source: British Iron and Steel Consumers? Council, 2.2.79,

In Britain than it had done in 1976, while other

3 _bfgved their efficiency in that period. The BSCs
figures improved to 10.5 hours in 1978-79 ang 9.6 hours in

~111-

1979-80,1 puyt they were little better by international
Standards. In July 1979 it still took a BSC worker twice
as long to produce a tonne of crude steel as it did his

West German counterpart.2

In its Evidence to the Select Committee on Nationalised
Industries, the BSC gave two main reasons for this poor

manpower productivity. One was the high proportion of

- 0ld plant, due to lack of investment in the past. - This :

llatter we discuss elsewhere.3 The second reason was that
huch plant was overmanned. The Road to Viability spoke

very directly about our pocor manpower productivity,
compared with that of our overseas competitors:

"The differences cannot be explained away only by
differences in the pattern of plants or products. They

are due nore to management and manpower practices."4

The Sector Working Party (SWP) for Iron and Steel, in its
pProgress report for 1980, examined matched pairs of
steelworks in Europe and the UK to assess reasons for the
difference in performance. Again the chief fault of the
UK plants was found to be poor labour output per ton, due
very largely to overmanning. ' The great difference

between the UK plants and their European counterparts wasg

-the relationship and demarcation between production and

maintenance workers. Production workers on the Continent
are able and willing to work on several jobs across the
plant and also provide the semi~gkilled support for
maintenance work. In Europe there is a total absence of
"mates". The report shows that these people account for
the nuch higher manning levels in the UK, although the
number of skilled craftsmen employed here is no greater
than that on the Continent. The European flexibility ="

BSC Annual Statistics 1979-80. Table 24, p.24.
Hansarq 16 July 1979, w.A. Col. 365,

See p. 30 ff.

The Road to Viability Cnnd. 7149, 1978, Para.3l.

LS VU I S}
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9 and pay structures. Similarly

in Burope are usually

mechanical fitter, 50 that
demarcation lines are far less r

rolled into one again
igid.

Overtime is much less common in Europe than in the UK,

the bercentage of overtime worked by manual workers here

concludes:

to provide cover . on g

shift-to-shift basis may pe
compared with the rigid

seniority Systems and an
insistence On manning-up or g i
plants, vl

UK industry in general, some
of which are reiterated in our

remarks on industriagl
relationsg, 2

f::The overmanning of the stee] Industry and its neeg to

at goes right back to the
. This Report estimated that the indu
d reduce itg nanpower from 31

reduce manpower isg g Problem th

stry
_ 7,000 workers in 1965
't-2i5,000-workers in 1975,

reducing itg nanpower
third, yet

pProducing about a third more steel;

1. "Iron and Stéel &WP i

London, repbrted'in the Departn

, tent of Employment
Gazette, February 19g0, = —————=_"MPloyment

2. Seé below L.119 fr,
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"evvin  terms of the crude steel bProduced per man

dvance from 85 tons
+ tO over 164 tons [167

employed, this assessment implies an a
[86 tonnes] a man-year in 1965

tonnes] 5 man-year in 1975 wl

* e 9 8

The reality was rather different, By September 30th 1975
the Bsc employed 220,010 workers; its
Production was 17.2 million tonnes,

crude ‘steel
compared with 27,5
million tonnes in 1965 produced by the industryﬂ So
although employment was down Production was also down,
MOt up by a third as in the Benson estimate. As we have
Seen BSC output per man in 1976 was 123 tonnes in Tfea£y

of Paris activities,2 and in 1975-76 was 81.2 tonnes in

all activities.3 These fell far short of the Benson

estimates.

Yet the need to reduce manpower was seen in 1967 as one

of the new Corporation's chief tasks. It can be seen

that it has by no means fulfilled this task, Despite

nany statements, promises and warnings by the BSC

overmanning has remained one of 1its gravest problemns,

causing, for example, 40 per cent of its

losses in
1977-78.4

From 196 7-70, the first three years of the BSC,
very little change in manpower, the

there was

Corporation's
enployment fiqgures actually rising slightly. This

further evidence of the time wasted in thos
of nationalisation, Probably as a
nationalisation,

is
€ early vears
result of that
There were large falls in enployment in
1971 and 1972, evidence of the BSC “getting going~
the impul se of the

¢ under
Conservative Government's
determination to rationalise the steel industry. By 1972

. Benson Report, Para 202, p.87,
Table 45, p.104

Table 47, p.106 R
BSC Annual Report and Accounts, 1977=78.
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The Corporation knew in 1976, if not before, that its
salvation lay in reduc1ng 1ts manpower. Why did it not
oleheartedly’ When the BSC
;the Select Coﬁmittee on
uﬁ}éé' hopeful that progress
ﬁ.ﬁary 1976 it had reached

pursue this pollcy nor

presented 1its Ev1dence:
Nationalised Industrles_

would be made, becau'
dustry Committee and the

ng Committee on proposals

agreement with the
National Craftsmen S
to reduce employﬁ t é@d to improve labour
elt ‘that this agreement

productivity
“ latlons and published

was a "l
its fulli o its Evidence.

laﬁdmark" by dragging
into operation. On
gfter the agreement
',Qf the TUC Steel

Commlttee,; sald that equired more time
to consider suggested .ac grea." {Times.

24 liovember 1977).

They had not got time; they had 'entgnof time in the

;paSt to consider the seriou sequences  of their

ﬁ51stence on the preservatlon The unions have

'gged their feet over every , thus delaying

ion, costing the BSC and the wch unnecessary

i lowerlng manpower produ preventing the
implementatlon of the develOP

really modern successful plants.

G Steel Trades

1. And General Secretary of the T
Confederation. L
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They are already showing signs of attempting to thwart
the McGregor survival plan. Workers at the Velindre
tinplate works near Swansea have tried to challenge the
legality of the plan, which will reduce their workforce
from 2,245 to 674, on the yrounds that the 1975 rron and
Steel Act imposed on the BSC a duty to consult employees'
Oorganisations before reaching any conclusions opn any
review of the Corporation's affairs. Although they have
been overruled by the High Court, the judge ruling; that
the McGregor Plan does not fall within the neaning of the

,Actl one wonders if the wunions will ever learn

Common sense. It is their own members whomn they hurt

nost by their actions.

S0 nuch blame in this matter must be apportioned to the
steel unions. But the tanagement mnust bear their share
too, for their apparent weakness in face of union
opposition, and especially for their sluggishness in the
early days when they could have reduced manpower in a
healthier economy. A very large share of the blame nmust
go too to the Labour Government of 19%4~79, whose Beswick
Review did immeasurable harm to the BSCs manpower

productivity.

Industrial Relations

As we have just seen, the unions have severely hindered
the BSCs modernisation attempts by their intransigent
attitudes on demanning and closures. Although the steel
unions did not “hit the headlines” as difficult unions
until the steel strike of 1980, industrial relations
within the industry do seem to have deteriorated since
nationalisation. We have already noted the industrial

l. Press Reports Financial Times March 19 1981.
Daily Telegraph March 20 1981.
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troubles of 1975-76,l:a time when the Corporation could
i1l afford them. Three:hundred and sixty six of the 368
strikes in that year were unofficial, a [feature too

common among all sections.of British industry.

The years from 1972 é;marked growth of disputes
ts. Evidence to the Select

stries, 1976, the BSC said:

within the industr

Committee on Nation

. Select Committee, the
t, despite a few serious
umber of lesser disputes,
he industrial relations
parable with that of
time there hag been a
of disputes and in the
s and production,"

"In its 1972
Corporation
disputes g
almost al
record o

continuj
related:
(Evidence

T 567
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This is illustrated by the following diagrams:

TABLE 54
1871~75
BSC NUMBER OF DISPUTES

345

251

162

1971 1972 19733 1974 1975

BSC NUMBER OF SHIFTS LOST
'000s

464

169 172

1971 1972 1973 1974 1975

Source: BSC Evidence: Para. 4.22
HC.322.1. 1976 Session 1975-76.
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Then came the agreement of January 1976, hailed, as we
have seen, as a "landmark", by the Corporation. In that
the TUC Steel Ccmmitteé'bﬁdertook to try to minimise the

number of unofficial Strikes.

In 197557

were unof

re were 368 strikes all but two of which

“but this yeér did see a decline in the
number © of 3¢ 47" on ' Broduction imposed by the
workforce, ii§7677?_there was a reduction in the
number.of.  ﬁH?; ' Lféll but one of them were
unofficial. A the year went {ﬁhe 1976 Agreement began

impossiblility of

securingf undéf fthe Government's pay

policy.2: __”;5gngmbef“;o st kes;IWas agalin reduced in
197778 'but - & ' Fts
increased gﬁﬁétanf&éily'iﬁééaus
at Port Talbot, Ebbw Vale,g
embargoes of that year cost

“number of man fts' lost through strikes

f three major disputes,
Stanton. Strikes and
e BSC £45.8 million.3
b@rporation with the

1978-79 was a better year for

cost of disputes down to £ million.4 But
unfortunately the BSC was one of the few British
industries in which the industfiél relations climate
improved in that year. The steel industry was severely
affected by the strikes elsewhere. "The transport
dispute in January hit the BSC very hard and we estimate
that they cost us over 450,0002£6nnes of liquid steel
pProduction and some £50 million infprofit."5 This, of
course, shows the need for a general reform of British

trade unions.

BSC Annual Report and Accounts 1975-7 p. 17
BSC Annual Report and Accounts 1976-77 p. 17
BSC Annual Report and Accounts 197778 p. 29
BSC Annual Report and AcCcounts 1978-79 p. 30
Ibid. p.3 See also Guardian 11 June 1979

-

1
2.
3.
4
5
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The major disputes of 1979-80, however, were certainly
the responsibility of the steel unions,Strikes and
embargoes in the first nine months of the financial year
(April~December), had cost the Corporation an estimated
£34 million, although this included £23 million lost as a

result of the national engineering dispute in August and

September. The Hunterston (Scotland) ore and coal
‘terminal, for ships up to 350,000 dwt., was not

comiissioned until November 19%9 - after a seven months
delay caused by an intéer-union dispute about nanning.
That delay cost the BSC more than £6 million.l

The Steel Strike 1980

Then came the BSC-wide official strike lasting 13 weeks
in January-March 1980. That cost the Corporation over
£200 million, contributing a large amount to the BRSCs
total loss of £545 million for the year. It put up the
Corporation's employment costs by a large sum, taking the
percentage value added per employee from 103 per cent in
1978~79 to 136 per cent in 1979-80. It helped to bring
the BSCs output to the lowest level in its history. It
killed the slowly-rising UK demand for the Corporation's
products which, but for the strike, would have been the
highest for three years, in a year that by post-oil
crisis standards was a good one for world steel
production, The najor steel-using industries turned to
imports instead. Thus the indirect damage which the

strike caused the BSC from loss of market share cannot

yet be fully estimated.2 As the Corporation's own Annual

Report remarked, the BSC needs its customers more than
they need the BSC,

1. BSC Annual Report and Aceounts 1979-80 pp.#6, 21.;;:
2. But see Table 33, p. 7g. S




steel COmpanies, althdugh the Sheerness stee] works
stayed open, ‘BISPA éstimates show that while private
sector production érébpéé:by 22 per cent in 1l9gg as a
resultgof'thés i

Per cent.

strike that of the BSC dropped by over 50
the strike ‘calSed some loss of confidence

ﬁféﬁE éVén in the private sector, and has
its present financial difficulties. How
h t done r Where its effect

ILIState of the Corporation

fﬁééed the story of the

In the weeks just before the strike the BSC gig
much  to alienate its workforce, Throughout November
1979 it was announcing closures and redundancies,

'”and on 30 November the Corporation's Chief Executive
= §§;d that the latter would bpe 52,000, 32,000 more

than the earlier arrangements.  Then on 3 December
t] BSC offered the Iron and Steel Trades Confederation a
_6 ?ay_fise of 2 per cent, plus local self~financing
_ 'flxyiﬁy deals., This offer wasg derisory by any
Sféndérdé}i Whi;e the fact that the Productivity deals
were f@iﬁgfﬁegotiated locally meant that there was no

risen by a further 6 per cent ag & result of local
agreements,

.well some of the problems
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What was new here was the emphasis on bproductivity, to be
nonitored at local level, putting the €mphasis on the
local side ang thus seeming to threaten the nétionél
power of the 1IS8TC. The union Obviously felt itsélf
threatened from several directions. The Comments:of.its
General Secrétary, Bill Sirs, are amazingly exaggérétgq
for one who had always been considered a4 "moderate" uni@ﬁ
leader. when the 52,000 redundancies were announcédféﬁ
30 November he said: "They are trying to trample g?ﬁf”
peoplé into the dust," After the 2 pPer cent pay offer dﬂn
3 December his comment was: "Our members are 1livid ang
they are not prepared to accept, They have reached the
Stage now where, regardless of what is happening to the
industry, they are not going to accept this sort of offer
which they regard as highly insulting." Anq again: "It
1s a miserable, ridiculous offer. They are making us an
offer which is trying to make us look small.® It may
indeed have been a ridiculous offer, but so were many of
these words of Mr Sirs. '

The irresponsibility Oof his attitude, and that of his

union, is revealed in the words, "regardless of what isg

happening to the industry". In his public -statements

throughout the strike Mr Sirs showed a complete inability
to see that there was any connection between hisg members !
wages and the economics of the steel industry in general
and the BSC in bParticular, This reduced the sympathy one
felt for the ISTC, when they compared their miserable pay
offer with the Settlements which they saw being made
around them, 213 per cent for the Ford workers on
28 November, and, Most significant, 20 per cent for the
miners., This was accepted by a ballot of the minersf
union, the result of which was announced on 5 Decembgrh
two days after 2 Per cent had been offered tq:mthﬁi
steelworkers. The minerg! settlement was hailed by
Ministers and Press as "moderate". Two days later, ‘on 7
December, the ISTC called the national steel strike, Bil)

Sirs saying that his members were not prepared to accept
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a lower level of sgettlement than the miners. The
National Union of Blastfurnacemen, the other major
steel union, gave notice on 21 December that they
would join the strike. Its General Secretary, Hector
Smith, had said on 4 December: "They have offered the
miners 20 per cent and us 2 per cent just because they
say that they can

‘can increase the price of coal and can't
increaséﬂéﬁe-pfice of steel. The people of Britain
have to realise that iron and steel is a bssic
industryijﬁétﬁiike coal and vitally important to the

nation,"l -

These réhéfks about the miners illustrate the total
lack of  logic which the trade union movement has
encouraged.' Coal is in high demand and the NCB can
sell all that it produces, while steel is in surplus
and the BSC  is ‘uncompetitive. Coal 1is basic
in a way that steel is not. How can steel be "vitally
important", when the BSC is comnmercially not viable,
and all that it is doing for the nation is taking £50
per year from each UK family?2

These remarks show too one of the muddled attitudes
bréd by nationalisation, in the unions' apparent
.Sgumption that all public sector workers should
“Vé ~the same type of pay settlement, with no

féf any of the commercial differences between

Strike began on 2 January 1980 and lasted
_  ﬁThe steel unions were joined in their
~he;Tfansport & General Workers' Union on
4 Januaty; £heiCeﬁéral and Municipal Workers' Union on
8 January and  the National Craftsmens' Coordinating

action*by

Committee on 9 January.

1. All quotations are from Press Reports.
2. Figure for 1979-80,

Court of Enquiry which finally brought the strike to an
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But if the unions were irresponsible, why was the
flanagement so wninspired? They should swely have known their
Own unions, if not human nature, well enough to know that
they could not possibly accept such a derisive off
top.fof the announced closures and redundancies,

er,
whiéh
and large they had accepted in a reasonable spirit..

The BSC management was probably making a desperate .eff
stay within their own cash limits (E700 million for 197
and the even stricter £E450 million set for 1980—81),wana
therefore attempting to find the pay increase from produ
It is hard to believe that they could have achieved this;
plus agreement to the closure and redundancy programme.uWhéf-;éf

to

certain is that the strike made a massive contribution, E2003iﬂ'

million, to the £545 million loss made by the Corporation in
1979-80.1 Even without the strike it would have been the
second largest loss made by the BscC.

That the Corporation knew that their original offer was

totally unrealistic is Suggested by the speed with which

they raised it, thus immediately reducing their own
bargaining credibility, Their basic offer rosge from
2 per cent on 3 December, to 5 per cent on 2lst, 6 per
cent on 28th, 8 per cent on 7 January, 9 pPer cent on 8th
and 10 per cent on 10th. The BSC proposed arbitration on
17 February and when the trade unions rejected this the
management made the further mistake of leaving the offer
on the table, which enabled the unions to suggest the

end.,

1. BSC Annual Report and Accounts 1979-80. p.2.



~128-

Nor did the management do much to Keep in touch with
their workforce. After some initial local publicity the
BSC put out no literature until the ninth week of the
strike, when the chief executive issued a broadsheet on
the pay offer and invited correspondence on it. ThlS
eight week silence from the management 1left the
steelworkers totally at the mercy of their union
leaders, The BSC management ‘seemed to be unaware
of what is almost common ‘knowledge, that union

members frequently disagree with ‘their leaders, and that
to appeal directly to 'thosé¢ 'members is often most
advantageous. Other managements, British Leyland, for
example, have used that technique “'to  some effect in

similar situationsi:

The basic good  sense of the steelworkers was shown in
their favourable response to “"the ballot about a bailot",
which the BSC management conducted in late February; this
was remarkable in view of the apparently cavalier way in

which the management had treated them.

As the BSC pay offers went up the arguments between

nanagement and unions were over very small percentages.,
- Bven when the negotiations first broke down on 7 January
the' 'difference between the BSC offer and union demands
1 per cent. The BSC' s offer was a general national
1se0f 8 per cent, plus a minimum of 4 per cent fron
y Tegptiated- lunp sum bonus schemes, the whole
rise of about £12 a week for the average
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process worker. But the offer was tied to conditions
which aimed at improved efficiency, especially through the
kind of flexible working practices and manning"levels
common in Europe,l so that the agreement would be largely
self-financing. The unions wanted 13 per cent w1th
diluted conditions, and the full 13 per cent natLOnally.
The Ffinal settlement, decided by the Court of Enqulry,
recommended 1l per cent basic plus 4.5 per cent on the
local productivity deals. The Court's decisien might bef
seen . as a "victory" for the BSC management, whose fiﬁéi
offef had been 10 per cent plus 4 per cent. They wére
fortunate because presumably they, and the government,
would have had to accept the Court's decision, even if it
had been for a much higher percentage. It was also a
"victory" in the sense that the unions had to accept most
of the conditions on de-manning and local productivity,
These are to some extent now bearing fruit, for example in
the manning levels being attained at the Port Talbot and

Llanwern plants.

The BSC Chairman therefore felt that this strike "purged
many illusions and a new sense of reality is evident on the
shop floorB". We have already noticed the reluctance of

the unions to promote measures which would help raise
productivity and lower unit labour costs4. Mr Sirs, although
a "moderate" in general political terms, had been foremost
in encouraging this tardinesss. A major strike may have
been necessary to effect real change in these unions, a
change which Sir Charles Villiers obviously felt that it
had eiffected.

l. BSee p.l111.ff.

2. BSee p.l1l17, I

3. BSC Annual Report and Accounts 1979-80. Chairman's
Review, p.4. ”

4, See p.l18.

5. 1Ibid.
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The price paid for this new reality was a costly one. The
strike and its final settlement cost the BSC dearly in losses
and market sharel."If the rank-and-file trade unionists

- (forgettlng their leaders), are so
eptloe as to have needed such a cataclysm
e;r senses, the industry is in an even worse

large-scale redundancies, and/or go bankrupt. Public

industries have never needed to do any of these things.

The BSC could afford to make their unrealistic initial

in the steel'ln
offer and risk all the economic conseguences of the

strike, because they were not risking their own noney .
The unions could afford to be adamant, because they knew

‘pp_éfé to be.
. L that the company could not go bankrupt and that they were

asking for government money, not real money.

The ISTC gav" own verdict on the strlke and the management

in New Deal for Steel

Partly because of this apparently unlimited money supply,
partly because of a monopoly or near-monopoly eituation,

"...the 13 week national steel strike...was unnecessary.
It was, we .believe, brought about by.:a ridiculous offer
(2 per cent plus vague productivity promises)} presented
in an insulting way. It was prolonged by management
ineptitude...The steel unions have no.iconfidence in the
present team leading British steel."<

the nationalised industries are sheltered from the real

discipline of the market and their performances tend to

be poor. They have not had to be productive in order to

pay their way. This has certainly been true of the BSC.
Therefore the BSC's idea that the pay award should be

First and foremost the strike highlighted the fact that . ‘
funded by better productivity, i.e. by performance

the whole bargaining process in a nationalised industry
improvements, monitored at local level, although not a

is carried out in an environment of economic unreality, ]
new idea, nust have seemed unnecessary and unrealistic to

because it is always assumed that more money can be got ‘
' those inured by years of ‘"bottomless public purse”

from the government. In a real business if you run out _ _ .
mentality. So that the very fact of nationalisation was

of money you run out of money. It is understood that a .
a large contributory factor in the occurrence of the

private industry can only pay wages out of profits, so

. . . : strike.
that if excessive wage demands are made on it, it must

either greatly increase productivity, and/or nake
e In a nationalised industry it has always been difficult

to separate government and management in the public nind,
and even 1in that of the industry itself. This is

certainly not surprising in the steel industry where, as
we have seen, successive governments have interfered so

much with management that management itself is probably ;

confused about its relationship with the government. So
that an industrial dispute in a nationalised industry
inevitably takes on aspects of a dispute with. the
government. It must be said that the present

government's refusal to intervene in the steel spr;%e

1. See Table 33. p.70.
2., 1Iron and Steel Trades Confederation New Deal for Steel

ISTC 1980, p.39.
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debates had to be solved. Stating that there were 14
unions in the steel industry, he commented, "No wonder we

don't know WhebéfthEAhell-WE're going in that industry."l

This is*'j c he of ‘the steel industry's oldest and
' s doubtful if it can be solved

  §§$¥3of the whole of the British
Speeches like Mr Weighell's make

nt general secretary
of the Iron and Steel Trade deration, the largest
steel union, achieved national ence during the 1980
steel strike. He and the ISTC -

their own solution for the indust

recently put forward
problems. 2

Investment

One of the main arquments for tﬁeh_ tionalisation of the

‘need for greater

British steel industry was _thé-
investment, more capital expenditgre, than a private

industry could apparently provide. o

1. Quoted In The Guardian of 11 September 1980.

2, Iron and Steel Trades Confederation . New Deal for
Steel ISTC 1980, This work also refers to the
problem of the multiplicity of upions,_p.s.
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Investment in the industry had been fairly steady until
1962, but there was a sharp drop in 1963 apng it then
remained fairly low until 1971, with only a slight rise at
the time of nationalisation. Thus in 1962 our investment
Per output tonne was competitive in international “terms.
After that year it lagged well behind our competitors until
1971, All this can be seen in Table 55.1

The sharp drop in capital expenditure in 1963 can be
€xplained by the completion of the Llanwern and Ravenscraig

. developments, but the poor figures of 1964, 1965 and 1966

do suggest an industry in the doldrums. The natural
explanation for this is surely the threat of nationalisation
which hung over the steel industry from 1963 and becane
definite with the return of the Labour Government in 1964,
Firms were not going to mnake large investments in plant
that they were likely to lose. The terms of compensation
at the first nationalisation had been confused and

long-winded and the companies feared the same again.

Undoubtedly, therefore, there was need for further
investment in the industry at the time when the BSC took
over, though it is interesting to note the conflicting
evidence on this. Any BSC or Government source constantly
refers to the obsolescence of the plant taken over by the
BSC and the consequent eXpense caused the Corporation.
Thus:

"Nationalisation brought to BSC a large number of works
with obsolete technology and low productivity, "2

"+..and the relatively limited investment in the years
immediately preceding nationalisation...had left the
Corporation with an amount of ageing plant."3 :

"As a consequence of this under~-investment, the Corpor:
inherited not only a great deal of obscolescent and ob
plant, but also much plant which had lacked suffi
maintenance expenditure and which subsequently p
defective when driven to maximum levels of outpu

L. See also Table 19, pp.3I-37. e
2. DBritish Steel Corporation: Ten Year Develo
Strategy Cmnd. 5226, 1973. Para.l6. i
3. British Industry Today. Steel. HMSO (€O
4. BSC Evidence to Select Committee on
Industries, HC.322i 1976, Para. 5.3
See also ibid. Paras 2.29, 3.21, 4
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‘Projects ‘costing over £100,

mpanies which became part of the

Relates only to investment by co

British Steel Corporation.

products

Relates to investment for the production of all iron & steel

but only by the Corporation.

Relates to investment in all iron and steel and non

activities and acquisitions.

-steelmaking

The above table is based mainly on information contained in the OECD

Report on The Iron and Steel Industry, in 1973 and Trends in 1974

Source

(Organisation for Economic Co-operation and Development, Paris 1975)
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Yet whereas in 1957 88 per cent of British steel was
produced in open-hearth furnaces and © per cent 1in
converters by the basic oxygen process, in 1967 56 per
cent was produced by open-hearth and 31 per cent by the

basic oxygen process,i

This change would seem to imply a fairly large amount of
capital investment. fWé;have already seen Lhe industry's
own estimate of.itSﬁPlﬁnﬁ.modernity,z and the figures for
investments of over_LElO0,000 in 1956~65,3 neither of
which suggests a maééf§£ §bso1escence. Then there is the

comment of G C Allen{*ﬁVery.hggyy capital investment has

been required (in the
£1000 million (has .been

*hGUStry). Since 1965 over
lnveéted) and over half the
industry's capital is": tﬁén ten years old."4

The BSC seems thereforé  "Ee the obsolescence of

the plant which it inhef;tedi
But 1if the plant dﬁgaf;aéﬁéﬁ as  the

Corporation clains, L% increased

Instead of

that, investment was virtuéi_

first three years of the BSé;"-Itﬁrose:ihT1970 and took a
considerable leap forward iﬁfiQ?iﬂuhdér the impetus of

the Conservative Government. Once again nationalisation

caused delays, in an area most vital to the industry.

The figures can be seen in the following Table.

1. BSC Prospects for Steel 1978.

2. Table 18. p.31 '

3. Table 19. p.32-33.

4, G C Allen British Industries and their Organization,

.~ London 1970. p.103.

5. For a detailed refutation of the BSC argument see
the Evidence of GKHN and Metal Box Ltd. to the
Select Committee on Nationalised Industries.
HC.322.iv. 19 May 1976, especially Appendix B.
Session 1975--76.
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_ TABLE 56

pENDITURE IN THE IRON AND STEEL

CAP PENDILU !
E INDUSTRY : 1963-72

gmillior

I;:‘BSC Private
1972 sector

Year

(1972 prices)
1963
1964
1965 .
1966
1967
1968 - 28
1969 34
1970 47
1971 39
1972 36

Source: Depaftﬁent 9' 

Quoted.in Stééi CdthQ

The BSC commented on thié its Evidence to

Seﬂ Industries,
qbint Steering
' 1

the Select Committee dﬁ ﬂﬁ
attributing some o©f it
 Committee of 1971-72 and ¢
_But the investment should
'}21;;; As Table 56 shows,. i
nd in.1972. It fell again
since 1974, £2000.

nvestment in_thé

“ésﬁick Review.
f:made before

:é in that year
lSJéhd has risen
'has been spent

nce that year.

. The

& HC,322.1 1976 s
also took some
5.12),

hé:blame itself
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The firms left in the private sector at nationalisation
did not waste the late 1960s. Table 57 shows how they
invested steadily from 1968, o

TABLE 57

CAPITAL EXPENDITURE IN THE IRON AND STEEL
INDUSTRY 1968-1975

UK

£ Million
(EEAR INDEPENDENTS BSC'

CuFrent 1975 Share of|Current|{ 1975 |[Share of

Prices Prices |National|Prices |Prices National

: Total Total
1968 36 85 37% 62 146 63%
1969 43 9% 41% 63 142 59%
1970 47 98 30% 108 225 0%
1972 56 106 22% log 374 78%
1972 45 79 18% 210 369 82%
1973 57 91 242 177 283 76%
1974 84 110 25% 255 334 75%
1975 120 120 23% 403 403 77%
Total
1%68/
75 786 26% 2276 749

Annual
Léverage 98 26% 284 74%

Source: Department of Industry: Compiled by BISPA.
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Table 57 shows that during this period the private sector
accounted onp average for 26 per cent of national
investment in the steel industry, Considering that the
BSC is at the capital intensive end of the industry
concerned with iron production and bulk steel production,
one would have thought that its share of total steel
invesﬁﬁént"ﬁ?éhis period would have been more than 74

per cent,

The'upsurgé of'investment in the private sector since

1973, the year when the UK joined the EEC, is partly due
to  new eﬁtraﬁts to the private sector, some with
internatioﬁélglbonnections, such as the Norwegian owned
Manchester Steél, Or the Greek owned Alphasteel,l who
have seizegd the opportunity for profitable investment in
the UK stee] industry. Nationalisation nakes this king
of nulti-national investment, fron which the private
Sector has gained so much, almost impossible for the
BSC, This is ° another of the limitations of

nationalisation, 2

The BSCs delays in deciding on itg forward Strategy andg
therefore itg investment is the lore strange because the
Benson Report had outlined almost éxactly where the
investment should be, and indeed almost the pattern which

.fﬁhe’BSC has eventually followed. The Report suggested
;3}$ixﬁ*0?'-seven integrated and two or three large
'ﬁﬁﬁFintegfated steelworks. It suggested that the major
fadtdr;ihfthe location of an integrateq works should be

its to deep water Ore-~terminal sites,

areas with this facility should be
developed, South Wales, North Lincolnshire, Teesside,
North Wales ang Scotland. The following maps show the

developed.

1. See p.74
2. See below p.218 for further discussion of this,
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TABLF 58

Key

#] most favourablz
'H growth areas : 2

making areas 7

major non-
integrated com-
mon steelmak- -
jng area

2 other major _ ‘ oy
common steel- q -

Speciat steelmaking .
~—3.8 million tons: oy ently.
mainly Shefticld ang 1}
Midlands. s

Works with rolling capacitj} :
only, enrrently mainly
Midlands and Shelfield.

L
Middleshrough’s = l

Scunthorph g ""
hgham

1

y b §wansea Ne
!

Source: Benson Report p. 76.
_ ——=x7 _report

wporl
»
1




-142~-
TABLE 59

' MAIN STEEL CENTRES IN BRITAIN
1974

© Maijor ore terminals
&4 lron ore deposits
A Blast furnaces
O Steelworks
C Integrated works

Barrow

L!aneltl:li Ebbw Valde

O Panteg

. Dagenhama
: Sheerness

Cardiff

Source: Steel COI 1974, p.29.
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TABLE 60

wumbers employeds (at 29th March, 1980)

YERICRAIS CARTTOSH
Birgratadares ghint
mﬂnzmuﬂiro&mcﬂmldm
Wi amplapad 10

i e plant, alfing 2ifls and staml fpuadey
Predrets: Rady, ban) aad stal antingy
poptaped: 10E

sl l-m.m rn!img wil} sed fondey
decte- Mucchaetiosn, Tacnsng 2ad raity

gttt quummhmnu
JEDTE A I

Bntish Steel Corporation —main iron and steel works, products and

CLYDESHALE
Elactrie sec panl and tuby pPam
Preduct: T

Kot explay e 1415

JARRLYY Lo
g -

Prodznu: Sectivas 1l fan

Nt ezpleped- N

CONSETT
Integratad sted plany

tr: Pateand bitley
Faseopfared B05

HARRLEPOOL STRCKTON

Rolting o3t gad prpw ol

Peaducts: Mateprd biarge dacmater pigay
Naxeaployed- 189

REDEAA LACAENBY "'

Bategrated sterd it

Pradecty: Stetiang, kgl lnﬂtdw‘t. Wllets, hiegaad redu pbiag snd
tolhary arches

Navezplared 15670

SKINXINGROVE
ingwall -

Prefuct. St seition

Kot eaphoped: 1015

STUNTHORPE
Integrated tenk plant

redt); Secwulau.talh. Bausdrodt
Nagpoploged 1535

STOCKSBRIDGE ART TINSLEY PaAK
Ehneyric prc plasts and rolfing vty
Fradects-Biiets, Wars and tody

Ko emplayed: BMYS

TioN

eag 2311 aod ra3ting plast

2wt Cotdreiedicod and sheat gabramised. Weca pag and . S P
¢ tonted 104 30d shewy . P2 L7 & e

3 2o pered: S 11 . T siEes i . NS

&mnd teab pisat
L Nularhol&mhd wd galanised. tail snd sheat
topryed 1

ROTHIRHAN"

Hestric ac planty snd rafliog mifly
Prodocts: Baceam st s::; Mils bes aadiods
Nos ecplayped. 3500

SHEPC DI( LAxE
Rs

.Fmohl: Swﬂhu pht- axd thiel
Noseoplaprd: 141

RIVER DO

Etechic ice plaat feegny aod lowadriar
Fradects: Faginga and castiags
Kosemalayed 1113

CQALY
In!quhﬂtw\l plant
Product: Tubas

Nor employed: 9314

EBSW VALE

Tispfateworly

Prodecss rmgam and gataaanad ool aod shest
Marensbred 1150

Thesedigures incicde tose ersgloyed in any Brisional Group Establishment ar these bocations
Redear,; Lackenbyinclodes Carga Float and Clevatand

2 COONLEY YIMITEHTAD LLARWERY PANTED .
gummum,zm Raling metln arrgrated staniglamt Elecwiz ae phwatand eohing el
eeer Latincas stesty Pradvit Nattow sia rodrets” Hal aod cotd rofled teil ad shent Penfixr. Slnmnm!
Eoplasrd 1235 ) N2t paplored 075 Nas empleped 1812 Kesemploped: 13

b Scunthospe includay Applrby-Frodingham and Normaaky Fark Wodks
* Rathuhamiasledes Aldwarke, Boondwood, Thiybeigh. Templeb

Source: BSC Annual Report and Accounts 1979-80. P.7.
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The Benson Report also saw that these developments would IABLE 61
BsC

mean closures of other sites.l But Benson saw all this
happening by 1975, 1Instead of that, the strategy was not
finally agreed between the government and the BSC until

MAIN INVESTMENT PROJECTS

e list below contains the more important investment
n the period since 1967. Some are still in progress,
€ case the expenditure to date is shown in brackets g
or these schemes.

December 1972, “resulting in the White Paper Steel.
British Sté"lftorporatiOn: Ten Year Development Strategy

of February 3.2 This proposed an investment of £3,000
million over teniyears, very much on the lines of the Scheme Commigsioning
o ' . ate
Benson prop ‘The higher level of the BSC investment “
: e ; Ravenscraig Stage IIT ~Increase to 3.5 1977/ 78 :
. _ this strategy. But, as we g g ; 21 ).
Since 19 een based on this strategy ! Mtpa steelmaking capacity, - (Eventual)
Lo, . Hunterston Ore Terminal - Deep water 197%/ 78 |
_ The BSC  was beginning its large berth to accorodate large ore
its competitors were reducing theirs, carriers,
hat our main and most successful foreign RDL North Sea - 0il platform constru- 1974/ 75 13

éé' ﬁé§{guGgrmany, Belgium, and Japan, ction yard at Hethil.

spent heavily iﬁthe 1960s §f£hat.they had the capital Clydesdale Works- Arc plant to 1975/ 76 17
equipment ‘to turn oﬁt the 906§$:f0r the prosperous years replace Open Hearth steelmaking.,
©f the early 1970s and did not need to spend money in the Scottish & Hartlepool Tube Works- 1977/78 36 (12)
bad years of the late 19705,;ﬁh§p§a§;the BSC's new plant ??Ei:g?ﬁ;?t ©f heavy seamless tube
is too late for the boom years of 'the steel industry. low

5 Consett~ Conversion of steelmaking 1968/69 10

that it is coming on-stream world'condlﬁlons mean that the from Kaldo to LD,

demand for its products is draétically reduced.
. L . Lackenby - Conversion of universal 1969/ 70 10

Investments which should have begn ;p action before the plate mgll to light plate milf. /
- 1975-80 recessions hit the industry © are still being
g Lackenby - Replacement of Open Hearth 1970/ 71 20

completed, in a steel world which ;is unlikely to need steelmaking by LD.

~them, and i i the BSC has, by its delays, alread
- " n which ! y Y& Y Redcar Ore terminal - Berth to 1972/ 73 le

loStvyhmuch_ Ccredibility in the _ fiercely competitive accomodate large ore carriers,

1nter§at}qqal market. The list of - investments appended to Lackenby bloom caster 1973, 74 13
the BSC's Evidence to the Select Committee on Nationalised
Redcar Phase IIA development (burden 1956/ 77

152 (118)
Preparation and coke making). : N

Industries, 1976, shows far too many of these taking place

at the léﬁter end of the 1970s, instead of in earlier

% , Consett billet mill moderni tio 1977/78
years when they could have brought prosperity. nse * " rnisa n x
: Scunthorpe Anchor development 1972/ 73
- Benson Report pp. 77=85. Enhancenment of steelmaking,
. Cmnd. 5226, 1973. continuous casting, bloom/billet

For a full description of the Strategy see p.56ff. ‘mill, medium section mill & rod mill.

Ibid.
P.34.
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TABLE 61 CONTINUED

?cheme: LOmmlgzé:nlng

Formed cokeﬂpidnt': | ' 1976/ 7%
Appleby—Frodiﬁéﬁéﬁeooke ovens 1976/ 77
Appleby~Frodingham .rod mill 1976/ 77
Normanby Park blooﬁ & billet mill. 1977/ 78
Port Talbot 5che;éfﬂk- - Replacement 1970/71
of existing steelmaking by LD shop
Shotton Hot § Cold mill developments 1975/ 76
Llanwern Scheme.'c' ~ Third blast furnace 1976/ 77
and increased steelmaking.
Port Talbot - lNew sinter strand 1976/77
Shotton - Coatings complex 19%%/ 78
Ebbw Vale -~ Tinplate complex 1977/78
Port Talbot - Coke ovens {Phase 1) and 19%6/ 77
coal handling facilities.
Rotherham - Thrybergh bar mill and 1976/ 7%
Wolverhampton 14" mill.

otti 1977778

Sﬁef%ield — Stainless strategy

Actual /Forecast
Cost (Emillion)

14
59
29
39
39

23

105

[\
L)

36

53

31

118

(9)
(49)
(28)

(12)

(101)

(21)
(14)
(30)

(7)

(26)

{25)

1996 Appendix IX. Session 1975-76

eﬁoe_to Select Committee on Nationalised Industries
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Moreover, as we have seen,l the

'closures
complementary to investment have not always taken place

as quickly as'they should have done, al though tﬁigfﬁéé
improved recently, 2 i o

Similarly, completion of investment
brojects has also often been delayed, by indust

disputes for example,3 although this too has shown fé:ento
improvement, the Redcar ld-metre blast furnace stéﬁ. .
in record time in October 1979,4
further

All these delays have.
investment and y
Proving very serious for the Bsc.

delayed increased itsg cos

A layman is sometimes puzzled at the content of some of
the BSCs investments: for example, did Shotton need new
coke ovens in 1972-73 when Steelmaking there was due to
end before 1980, ang did actually end in 19807 Why
modernise the Consett billet mill in 1977-78 when it was
to close in 19807 These Strange investments are part of
the BsC's tendency to Spread its investment too thinly,
SO0 that the cut-backs Necessitated by recession have left
the Corporation with several incomplete Schemes, If it
had worked in a different way, completing one development
fully, it could have got the maximom use and perhaps some
profit, out of that development,
the Redcar/Teesside complex,

An obvious example is
which should have been
completed much earlier and in its entirety, including the
plate-mill, which will probably not now be built,d 1t jg
as if the BSC hag a number of dilapidated houses for sale
and instead of restoring one berfectly so as to get a

good price for it, the Corporation painteg the dining-
room of each house. This is another fault which is due
largely to political considerations, a desire to "be
fair" to all regions, and the fear of exciting electoral

unpopularity. These obscure ang hamper industrial and

See p.57ff.
BSC Annual Report and Accounts 1978-79, P.30.
See p,123,.

BSC Annual Report andg Accounts 1979-80, p.6.

The Road to Viability, Cmnd. 7149. 1978, Para.25.

.

»

U1l Lo RN
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TABLE 62
commercial considerations and would not apply in a
genuinely commnercial iﬁ.dg_stry which was not under state BSC
control.  So this unsatlsfactory investment policy is Capital Expenditure 1968-81
another charge to 1ayat the door of naticnalisation. 'gc?gfﬁons ' | ' . |
o R : - Actua) Forecast
Table 62 shows theB scapltal expenditure up to 1977. : o 72 : :
Sinee that‘ ___y_'_eé,:r thls has"':'k.f:égl._lem in line with falling At March 1978”&:;25
demand, with the BSC's trading losses, and with the need - :
for tigh"{;_"?' e _The recent figures are as 7007 , 02
followss: . -
6. m__i..'llion - 800
..... : ll:ion .
535
s i . 500{ ) 5140 | s00 500

Yet Tables 63 to 66, P '
BSCs capital__r‘expenditur_g R
that of hér internatiéhéi:_ ompetitors, “especially in ]
terms of investment expe.nd'_i_._-t' :_relation to crude 400+

408

steel production (although the e.."i:s\s more balanced by

1978).

At Outturn Prices

300

200

LA
{(annual! rate)

I—— .Y

rzz 131

1 BSC Annual Report and Accounts 1979-80. p.6. 00,

On the left hand side of the line — actual capital :
expenditure, on the other — the foracasts for the |
years ahaad, EE

I 1 T T F
"'68/69 70/71 72/73 74/75 76/77

Sources: BSC Prospects Ffor Steel 19'_58_;
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The Tables show that we are making very high
investments and a higher investment for lower
returns than most of our competitors, which reduces

our competitiveness.: This extraordinary situation

is surely one of.the'éxplanations for the BSCs poor .

international performance. It is almost certainly
the result'bf'the investments being made too late,
of that. l k:of 1nvestﬂent in the late 1960s and

early 1910 _ hlch we have noticed.

Finances of the BSC, Profitabillty etc.

o increase profits in the British steel
: had been one o©f the main reasons for
-'natlonal satlon. A study of the figures suggests
. that the BSC has not been successful in this

sphere.
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TABLE 67

BSC FINANCES

1967-80 £ million
Year Turnover Profit/ Profit/ s Average
loss before loss after =% return
taxation & tax & extra . on
extraordin- ordinary “7*'capital

ary items items* % employed

1967/68 1071, -21 -19 o
1968/69 1195, —22 -23 -
1969/ 70 . 682. 10 12 1.1
1970/ 71 1457. 7 ~-10 2.9
1971/ 72 1292, 45 -68 -
1972/ 73 1477. 9 3 3.4
1973/ 74 1775. 56 50 6.8
1974/ 75 2255, 89 72 8.9
1975/ 76 2356, -216 ~255 -
1976/ 77 3059 -69 -95 2.1
1977/78 3154 455 ~443 -
1978/ 79 3288 -327 | -309 -

1979/80 3105 ~544 ~545 -

* Mostly depreciation and other expenses associated with works!
closures.

Source: BSC Annual Reports and Accounts.

It should be remembered that these paper losses of the BSC
account of the use of public funds at low interest {(or no

or the writing-off of money invested in plant declared obsol :
that the British Steel's true losses are much greater eve,-:han these

figures suggest.
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The improved figures for 1972-19%5 probably represent
both the impetus of the Joint Steering Group of 1971-72
and the deCiSiOHS of the 1973 White Paperl and the good
conditions of the world steel market in those vears. In
the 1973 Wblte Paper the government set the BSC the

objective of achlEVlng an annual average return on net

capltal employed, of 8 per cent over the
"Ungch l977r? and at least as high a return
?hg colqmﬁhgfjtétes of return in Table 67
thé:actual results have been, the 1973 target
d only in one year, 1974-75,

reprehen51ble delay in the
“Strategy” which has already

been dlscuésed 3 while the world crisis has pushed nany
steel industries into loss, the failure to implement that
strategy has made the BSCs loss that much greater because
the Corporation did not move into crisis from a base of
reasonable profitability, as many otherlsteel industries
did.4

It has frequently been suggested that the BSC took over
in 1967 a group of companies that were near bankruptcy

nd-inherited a loss-making situation.

« British Steel Corporation: Ten Vear ‘
pment Strategy. Cmnd.5226., February 1973,
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Thus the Ten Year Development Strategyl gaig: - © "The

companies from which the Corporatlon was formed 1n 1967

were, in general, financially weak.

The BSCs Evidence to the Select Committee on Natlonallsed

Industries -

"The assets which the Corporation -took over on vestlng
date were not, as a totality, operating profltably....
For many years prior to vesting the trend of the tradlng
results of the companies which were taken into public

ownership had been steadily deteriorating.”

The GKN steel company, in its Evidence to the Select
Committee on Nationalised Industries, refutes this. GKN
said that all the steel companies except Richard Thomas
and Baldwins had been "consistently profitable (and

despite)....strict price supervision had managed to

maintain a respectable flow of capital investment,"3

Richard Thomas and Baldwins, which was already
nationalised, was the principal lossmaker and contributor
to adverse cash flow. This seems a reasonable charge and
would explain why no-one wished to buy back Richard

Thomas and Baldwins after the first nationalisation.

Nor do the BSC charges agree with the profitability
figures given in the Benson Report,4 although the Benson
figures show that the profits were decliping from 1961.
This was surely yet another result of the companies' fear
of nationalisation. '

1. Op.cit.Para.ls6.
2, Op.cit.Para. 4.35, s
3. HC 322.iv. 19 May 1976. Para. 2.2. Session 1975-76.
4. See Table 14 p.25 -
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But the BSC insisted.;hgt their standards were higher
than those of theapgigéﬁe.companies, and that is why
they saw the situat”'
Evidence to the Sel

n as: loss-making. Thus in their
ommittee (1976) -

hanges which have taken place
1S 'set up it is no longer
omparisons but in 1967, the
1, the companies taken into
‘ter a net interest charge
ore: . deducting substantial
recation 1in respect of
ate loss of £3 million on
icies they adopted. The
. stringent accounting
be “in the interests of
t. increased the charge
s fixed assets so as
fe of fifteen years.
Annual Report for
ad been applied to the
year ‘prior to vesting,
aggregate a loss of
ce: Para. 4.36.).

Similariy “£he BSC ' its accounting

policies -

hods employed by
ed considerably.
were far from
~depreciation purposes

"The accounting definitions
the companies acquired in .19
For example, valuations of
uniform, and plant lives fo
varied between 20 and 27 rs. To ensure
comparability of costs and profits, it was essential
to ‘establish uniform defini s ‘and accounting
practices  across the Corpora . A common
depreciation policy was adopted w ‘entailed shorter
life periods than previously, no ‘item of plant or
machinery being written off over more than 15 years."
(Evidence: Para. 2.29). s
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One can see that this depreciation policy could make a
significant difference to the accounts. One woﬁaérs if
such an apparently short plant life is realistic in such
@ high-capital industry? Would it be pqggible or
commercially practical in a private industry?  The BSC
now gives its iron and steelmaking plant and machihery a
maximum life of 25 years.l why the change? N

Acknowledging its lack of profitability the BSC
attributed it to its inheritance of obsolescent (or
obsolete) and overmanned plant and to the control on
Prices exercised by the government. As we have seen, the
argument about the plant is probaby exaggerated by the
Corporation. The argument about overmanning is true, but
why then did the BSC take so long to do anything about
this? The argument about prices we shall look at in more
detail later.?

The Corporation also felt that its early balance sheets
were poor because its assets were overvalued, It began
with a commencing capital debt to the Exchequer of £834
million. The BSC felt that this represented a
considerable over-valuing of assets, because of the
depreciation policies already mentioned, because -

"certain of the companies!' bPension obligations were
unfunded at vesting date; the companies' accounts did not
reflect the liabilities arising from the central trading
operations financed by arrangements administered by the
British Iron and Steel Federation, the onerous nature of

which reduced the earning capacity of the assets vested

in the Corporation; finally, among the liabilities of the
companies which the Corporation had to assume were loans
in respect of uncompleted major developments which
required further expenditure for them to be fully
productive." (Evidence: 1976 Para. 3.2),

1. "BSC Annual Report and Accounts 19 79-80
p.30 ‘

2. p.l194ff,
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The Corporation, like most nationalised industries,
was originally finanééd_entirely on a debt basis.

After dlscu551on about these matters, the government

agreed that the: _Corporatlon s trading circumstances
justlfled the 1ntroddct10n of Public Dividend Capital
; : Steel Act 1969 arranged for

£ 700 mlllléna e ggmmenc1ng capital debt to be

commented in 1976 -

Jf,ﬁDC the Corporation had

_f redu01ng the PDC and
of course, made by

" ‘the Conservatlve Governmen_

fof its attempt to

h”rev1v1fy the industry unde

the government
fitéble and achieve
'"cent per annum.
a%-largely a vain
tainly helped the
of £2.8 million
h;pf £70 million,
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At the same time in 1971/72, the BSCs borrowing_powers
were increased. (Total borrowing limits cover. -PDC,
borrowings from the government and borrowings from . other_
sources). These powers had begun in 1967 at £300
million, increased to £400 million in 1968, to_ g5g0
million by the Act of 1969, to £650 million in. July
1971, The Act of 1972 increased them to £1,250 million.
In 1976 they went up to £2 billion. They were increased

“by the Iron and Steel (Amendment) Act 1976 to £4 bllllon;_:

£3, 070 million of which had been used by the end of March
1978. They were increased to £43% billion on 20 July
1978, to £5; billion on 29 March 1980, and to £6 billion
on 26 February 1981,

The annual external financial limits in recent vears have
been as follows:

1977-78 £950 million
1978-79 £875 million
1979-80 £700 million, of which only £579

million was used because of the
steel strike.

1980-81 £450 million, plus the £121 million
left over from 1979-80.

The BSC told the government that this would not be
enough, and when they had utterly failed to raise the
money, the Industry Secretary, Sir Keith Joseph, finally
granted them an extra £400 million on 26 September 1980

bringing the total for 1980-81 to £971 million. The

alternative would appear to have been the winding-up of
the Corporation.

In February 1981, after the government's acceptance of
the McGregor plan, the Corporation requested and received.
an extra £150 million in their external financial limit
for 1980-81, bringing the total for the year to £1,121

'million, and a £730 million external financial limit for
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1981-82., Thege huge figures not only allow for the BSC's
substantia]l losses ‘but also for the heavy costs of
redundancies and closures under the McGregor plan and

also for some limited ‘essential capital expenditure.

Some of thesge borrowings, of course, constitute PDC as it
was up to Aprif91978?iaﬁ3'New Capital as it has been
called since.”ﬁAf£€f=ﬁtécfébision of 1971-72 PDC stayed
static until: 1975 wh the Iron and Steel Act gave the

IndustrY"SeEféﬁafyf power,’ with the approval of the

Treasury; 4 Corporation as capital such sums

as he:t “the Corporation's statutory

Capital.  Fiqures forfthm ction of capital into the
BSC look like this:

INJECTION OF PDC AND NEW CAPITAL INTO THE BSC
1967-80 £ million

196 7-68 70

1968-69 700

1969-70 00 -

197071 700

197172 500

1972-73 500

1973~ 74 500

1974-75 545

1975~ 76 889

1976-77 1,379

1977-78 1,824

1978-179 2,674 (increase of £850)
1979~-80 3,579 (increase of £905)

Source: BSC Annual Reports and Accounts.

British Steel Corporation: The Road to
Viability. Cmad. 1149, March 1978, Para. 29,

Steel Act 1975), Pending the capital reconstruétibh_ of
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PDC is a method of financing state industry so that
interest payments can be linked to Profitability,  The
big increase in the use of PDC for financing theBSC from

197 on, (which can be seen in Table 68), " has
considerably alleviated the Corporation's intefégf'”gﬁé”
debt burden. This is another facility which wohléfﬁbt be
available for a private industry. Moreover tﬁe. New
Capital subscribed to the BSC since April 1978.ﬁa§’bgen

Provided interest free (under Section 18 of the Iron and
the Corporation mooted in the 1978 White Paper,l

Meanwhile, long-term debt figures look like this:

TABLE 69

LONG-TERM DEBRT OBLIGATION OF THE BSC

1967-80
£ million
196 768 350
1968-69 320
1969-70 339
1970~71 368
1971-72 516
1972~73 512
1973-74 554
1974-75 691
1975-76 1,051
1996-77 1,445
1977-78 1, 752
1978-179 1,549
1979-80 1,289

Source: BSC Annual Reports and Accounts -

1. The Road to Viability, Cmnd. 7149, 1978, Para 29,
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At 29 March 1980 the following amounts ranking as borrowings
were outstanding from:the'BSC.

Borrowings dimit 4

by order of the

500 mllllon,
' At 29 March

of “HM Treasury.

Short term borrowings:

Corporation £271 million (note 18)
less net uncleared effects .of £189
million (1979:£317 million less

£190 million). 82 127

Publicly~-owned companies. - 22

Long term indebtedness:

Secretary of State for Industry (note _ i

23 and Statement A). 5 559 1?8

Foreign loans (note 23 and Statement B) . 728 179

Other indebtedness. _l h2

Capital (note 19), 3,50 2,67
4,949 4,37

Lless: amount not ranking as borrowings

In accordance with Sections 19(a) and

{b), Iron and Steel Act 1975. - 634 634

4,315 3, 738

Source: BSC Annual Report and Accounts 1979-80, p.37.

Of this £559 million was owed to the Secretary of State for
Industry, £728 million in foreign loans. Full statement of

these debts follows here.

TABLE 71

British Steel Corporation

Industry

at 29th March 1980

Long Term Indebtedness to
the Secretary of State for

Arounts

March 1880

Balances
cutstanding

at 20th

to 2%th

March 1980

repaid in

outstardirg  the period
at 3lst

March 19D

of interest
rer annum

Range of
fixed rates

Date of Maturity

Terms of repayment

Date
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@~ ™

@ o "*

(el o ™

&

R

48 43
g g
~4 —
G H
s 4
5 5
3 A

15th September 1968

*By instalments fram
*By instalments fram
15th Septerber 1969

July 196 7March 1968

Septerber 1968

10

L
3

Min 82
15th March 1987 Max 9

*By instalments from
15th Septerber 1970

SeptemberMNovember 1969

Septenter 190 March 197

bt
[20]

5

=

*By instalments fram

13

M
(o))

g

15th March 1988

15th September 197

7

Min

*By instalments from

April 1971March 1972

Max B3

15th March 1989

15th Septerber 1972

*By ins

July 19%March 193,

100

e
3
i

.

8§

15th March 1990

fram

15th Septerber 1973

U el

:
g
;

Novermber 1973

15th Septenber 1974

13

14

15th March 1991
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S0 in the thirteen years of its existence, tﬁgf

amassed debts of some £43 billion. Most of ¢
has come from the government, i.e. the

Repayment of all foreign loans is guaranteed
Treasury, so ultimately the taxpayer could be respo 3

for those too. The retiring chairman of the Corpo

gave little hope that this borrowing would be reducé@

"We have tried all ways of relieving the 'Borrow q
Requirement', but so far without success."

To be set against this heavy borrowing is the £10 billio

replacement value of the Corporation's fixed assets. The

book value of these however is already being written down

in the accounts, to allow for the recent works' closures

and the general over-capacity throughout the BSC (and

indeed throughout the world). Further write—-down is now

Statement B.p.39

taking place. Up to another £1,000 million may be

written off by order. This enables the borrowing limit

to be reduced to £3,500 million. The new Iron and Steel
Bill, published on 24 February 1981, reduces the

1979-80

Corporation's capital by writing off losses of £509

million from the National Loans Fund and £3,000 million

TABLE 72 CONTINUED

from the BSC's capital. This write-off reflects the loss

of value of the capital, as illustrated by the recent

With covered
exchange rates

write~down of fixed assets, as well as revenue losses.

Tude - .

inc

And despite the high replacement and therefore saleable
value of the BSCs fixed assets, would it really sell as a

going concern? Would anyone want to buy these. ..

loss-making steelworks? The high hopes raised by .@he;”“*'

plans of a private consortium to buy the closing Conse

steelworks have not been realised, the scheme collapsed

This does not augur well for any future attempts to.

BSC  Annual Report and Accounts

any BSC plants.

-
-

Within one year from balance

sheet date
From 1l to 15 years

From 6 to 10 vyears
Over 15 years

From 1 to 5 years

Loans & instalments repayable
which are wholly repayable :

loans totalling £422 million .
within five vears. :u

The above repayments

1. BSC Annual Report and Accounts 1979-80.°Ff

iv)
v)
Source
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It seems that we need a very different national climate,
both economic and especially in the industrial relations
field, before foreign steel-makers, for example, could be
persuaded to invest here, though as we have seen they
have done so in the private sector.l But would anyone
but the governmentzfinance the BSC, and if they would not
should it be fiﬁanced? This is & very difficult
question:i Sif Charles Villiers, former Chairman of the
BSC said *n 19%7 in a speech to the Northern Scciety of

Accountanﬁé, that private sector "companies losing money
Tﬁeféte we are now would be in receivership or
on." Mr Ian McGregor, the present Chairman, has
by any normal commercial standards the

- ‘These
Virﬁuaily-jno tax. Some idea of the tax paid can be
gained from the profits before and after tax?2, although
that taxation figure also includes extraordinary items.

‘tremendous losses also mean that the BSC pays

In the last three years the taxation situation has been

as follows:

1. See pp.T74ff,
Zf_zTable 66, p.153.

sceurce: BSC Annual Reports and Accounts.. @
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TABLE 73

BSC 1978
Taxation 1978-80 £n

Taxation based on profit of the year:
The Corporation and subsidiaries:
United Kingdom corporation tax

at 52 per cent {(1978: 52 per cent) - 2.6 2.6 3
Deduct: bouble taxation relief. 2.3 2.4 3
0.3 0.2 -
Development land tax 0.1 0.2 -
Overseas taxes 1.8 3.4 3
2.2 3.8 3

Associated companies:
United Kingdom corporation tax 1.8 1.6 1
Deferred tax {6.9) (1.4) (2)
Overseas taxes 4.1 3.4 6
(1.0) 3.6 5
' 1.2 7.4 8

i) In arriving at the charge for corporation tax For the

Corporation and subsidiaries, advantage has been taken of

group relief so that profits have been offset against losses;
in addition, the charge reflects relief for advance
corporation tax recovered.

ii} Accunulated 1losses, including accelerated taxation
allowances and adjustments for previous vyears, availlable
at 29th llarch 1980 to carry forward against future charges
for corporation tax, are estimated at £3,900 million (1978:
£2,177 mnillion, 1979: £2,931 million). In addition, an
accunulated balance of advance corporation tax of £8 million
(1979: £8.5 million) already written-off is available [or
set-off against future charges for taxation.

iii) The figure calculated for deferred tax under the
liability wmethod amounted to £205 million at 29th Harch 1980
(1978: £675 million, 1979 £887 million). Taxation relief. o
the losses referred to in (ii) above exceeds the liability
calculated on this basis so that no net liability would
arise. :

* 1980 figures are rounded up or down by~th

Corporation.
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Thus the tax relief constantly cancels out or exceeds the
UK taxes. The only real taxes paid are overseas taxes.
Similarly the government is allowing the BSC to pay no

dividends on the capital  put in after 1978 until the

reconstruction propoééd“'henl is: complete, although the

Secretary of State for I ddéﬁf&ihas warned that this nay

particularly well by int it
surprising. that pdﬁt;_ as
Why is the BSC losing so in
1971-73 with the increast of

They

| be delighted if the
BSC were making any sort ﬂoz- ] nOw. In 1973 the
Corporation hoped to be abiéiﬁo ance the Development
Strategy from within, estimatih

expenditure would

profits. Instead of that in the’y s 1973-77 only one
sizxth of the BSCs investment was §Nnd§qfinternally. Why

was 1973 not the start of better “things? The rcasons

have appeared already; the constaﬂtﬂaéléys, the Beswick

Review above all things, the persiStent overmanning, the
unions' failure to implement the ag}égment of January
1976, There are more men employed in the British steel
industry than in that of any other'bésczcountry except
West Germany. All this exacerbated the effect of the

post-1975 world recession.

1. In The Road to Viability. Cmnd. 7149, 1978,

2. Hansard 22 May 1980 Cols. 298-299. The necessary
capital reconstruction of the BSC is one of the
main purposes of the Iron and Steel Bill,
published on 24 February 1981. See House of
Commons Statement on the Steel Industry by Sir
Keith Joseph, Secretary of State for Industry,
24 February 1981.
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In 1977/78 the BSC itself ascribed 40 per .
losses to the world recession, 40 per cent to . ove
and 20 per cent to the government's decisio

open obsolete plant under the Beswick Review,l:

possibly a fFairly consistent percentage = £

Corporation's losses.

The world steel recession has driven many
industries into loss. Many of them are going into
from profit as they were profitable up to
Internaticnal profitability comparisons are
difficult to make, but in 1973-74, almost the best y
for the BSC, its return on turnover after tax éh_
long-term interest was 2.2 per cent; in the same year thé:
five major US companies, all in private ownership, had
returns of 4.2-5 per cent. So that, unlike other steel:

conpanies, the BSC was going from loss or near loss into

greater loss.

£200 million of the Corporation's loss last vyear
(1979-80) was due to the year's steel strike, £200
million to increased UK cost inflation, which could not
be recovered in selling prices owing to weak market
conditions and the strong pound, causing a "cost-price"
squeeze, Other main factors include the costs of
carrying excess capacity and of commissioning new plant,
especially at Redcar.2 At a time of general econonic
recession when even previously profitable industries are

suffering, the losses of a permanent loss—-maker like the

BSC becone even Jreater.

The Corporation has not been helped by its own financial

forecasting. This was once a cause for pride:

1. BSC Annual Report and Accounts 1977/-78.
2. BSC Annual Report and Accounts 1979-80, p.8.
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"Before vesting day very few companies made forecasts for
cash flow and even fewer revised such forecasts during
the course of their operating year. The Corporation
prepares forecasts each month for the whole of the cash
activities, covering three months ahead individually and
the period to end of the financial year. This procedure
is an integral part.of monitoring the Annual Operation

Plan." (Evidence: 1976 Para 2.35).

Their forecasting seems to be very awry and indeed its
inaccuracy was criticised in the report of the Select
Committeé pn Na£ion§1;sed Industries.1 In May 1976, for
example, the BSC forecast profit for 1977/78 of £346
million,fhéygqgiy 1977 it was forecasting a loss for the
same“yeg#Lﬁf:éﬁéﬁuﬁii;iqn._ The final result was a loss

of £443'million,

Similarly the task that the;Board of the BSC set itsgelf
in April 1978 of operating.at a rate of break-even by
March 1980, although admi?éblg, was surely wildly
optinistic. If it was at all poésible, why did the BSC
not come nearer to achieving it - allowing for some
failure due to the strike? That it must have been
thought possible is borne out by'the fact that it was
reinforced by the Secretary of State for Industry in July
1979, when he set the Corporation's cash limits based on
L;hon—funding of the BSCs 1losses in  1980-81. This

': fde1iberately created intense pressure on the BSC to

duce costs and improve performance. By November 1979
.Corporation realised that they could not break even

1. The Nationalised Industries Cmnd. 7131, 1978,
Para.58ff. See also British Steel Corporation,
the Government's Reply to Recommendations from the
Select Committee on Nationalised Industries,

Cmnd. 7188, 1978, Recommendation 3 p.5.
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and formally abandoned the attempt on 29 November 1979
But how did the Corporation ever think, ang persﬁade

others to think, that this night even be Possible?

Finances and Profitabllity of the Private Sector
Meanwhile, what has been the fate of the private sector
of the steel industry since nationalisation?

In 1973-74 when the BSCs return on capital was ¢
cent, that of The Times 1,000 records of leading British
Ccompanies was 24.4 per cent, that of the Private steel
sector 15 per cent. In 1974-75, the Corporation's best
year, when their rate of return was 8.9 per cent, that of
the private steel sector was 22.9 per cent,

The BSC was set a target of 8 Per cent rate of return in
1973, which it only achieved once. The private sector's
rate of return has to be higher than that - because of
.the need for adequate profit to secure finance for
investment and to cope with high interet rates.

Table 74 shows the financial performance of the private
sector in 1969- 76, while Table 75 compares the
performance of public and private sectors.
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TABLE

PUBLIC AND PRIVATE
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BRITISH STEEL INDUSTRY
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Tables 74  and 75 show how the private sector's
profitability has grown since nationalisation, In the
first years, returns were relatively low, rising to a
peak in 1970, The peak Of the next trade cycle was
reached in 1974 and because of the price freedom open to
Treaty of Paris’
e tage . to be taken of the good trading

producers in this period, it was possible

with .the best of British industry. The
'§5476*'affected company profits, but
. ;did not suffer. "...there are
_  bfgition has stabilised and the
Cfor 11976/77 will be significantly
19?5/6“. (BISPA Supplementary

Without a fuii-éxaminﬁtio f:the"ﬁéports and Accounts of
o not have the full

sector since 1976, but

the individual companies,

financial details ofﬂtﬁé.pr vati

we can see that it faced-rééég.,.
than the BSC. |

rom a far petter base

ICC Business Ratios produced"is A{”a Business Ratio

Report on Steel Producersl.:in*:wh hﬁfthey analysed the

performances of 60 of the leadiﬁg :?ivate sector steel

companies in the three years to April 1977. The total

value of sales of the companiééutiring this period

increased by 35 per cent, a growthﬁﬁéte of 12.6 per cent
in the first half of the period, éﬁ.l per cent in the
second half. The government steel sales'! statistics,
which include the BSC, show a 5 per cent growth in the
first half, decline in the second half. The private
companies' pre-tax profits fell by 24.3 per cent during
the period and stock turnover deteriorated. Financial
operating costs of the companies wéne higher. But
deterioration was halted by two factors.

1. Business Ratio Report. Steel Producers. An
Industry Sector Analysis: ICC Business Ratios,
Inter-Company Comparisons Ltd. London 1978.
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1. Price increases whose success in-  Su
recessionary times reflects the specialised naﬁufé
the companies' products. This would not apply:

much to the BSC.

2. Improvement in labour productivity. A reductioﬂ
of manpower increased profit per employee.

Compared with the BSCs losses of £246 million in
1975~%6, and £83 million in 1976~77, in the private
sector only six out of 55 analysed companies made a
loss in 19%6~-7%. = The BSC was ocutmanaged; for
example, its steel turnover was half that of the

private companies, as was its capital utilisation.

One of the companies which does well in this 1ICC
report is GKNs Brymbo steelworks. This was sold back
to the private sector in 1974 as part of the
Conservative Government's rationalisation of the
steel industry. Brymbo, an important works for the
production of alloy steel, has played an important
part in the profitability of the private sector. It
is amazing that in 1980, a year of such a downturn in
the steel industry, GKN opened on 11 June, a new £48
million rolling mill at Brymbo to produce bars and
billets, one of the most advanced of its kind in the
world. It has the capacity to roll 12,500 tonnes of
steel a week, taking Brymbo's rolling capacity from
525,000 tonnes to 600,000 tonnes.

It is interesting to note the comments of the
Chairman and managing director of Brymbo Steelworks
at the time of the opening of this mill.
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“QKN gave it [Brymbo] a great sense of purpose when it TABLE 76
first bought the works . in 1948, only to be thwarted by UR

political intervention'before any real development could
take place..nothing  really materialised wuntil GKN
reacquired the works in 1954....The effect on morale was
tremendous...,.In 1972 the works entered a phase....when
no further development.was to be undertaken by BSC, but
there was a sense of relief at once again being bought
back by GRN followeéd by thiis massive investment..."

PRIVATE SECTOR STEEL
BALANCE SHEET OF TAXATION PAID AND GOVERNMENT
GRANTS AND LOANS RECEIVED —— — —
1969-1973

. 1969 1970 1871 1972 1973 1969/73

It is amazing to thi k_ﬂfhét under the BSC this works

might havg_ﬁbgeﬁ’ﬁélééédi
achieve such sudces:

How can the private sector

Taxation Paid
mpared with such failure in the o .
: B Corporation Tax
SET, Capital

Gains' etc. 4.0 5.5 7.0 12,0 6.0 34,5

e 1Véte sector over the years
ofe tax than the BSC. The
paid by the private sector

Grants Received

Investment Grants,

from l@éé_ Regional Employment
S Fe Prenium etc. 1.6 2.4 2,2 1.4 1.3 8.9
Loans
Arnounts outstanding 0.12 0.1 0.07

Source: BISPA

T. WNeville Davies Liverpool
;. Brymbo Steelworks, ll”qQ

sf'Supplement on
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This shows that over the five Years covered the private

sector has recelved in grants 25 per cent of the total

taxation pai 'yq' the period, compared with the BSC
which has been resppnslble for a net outflow in excheqguer

funds. 1 e companies, as we have seen from the

or should therefore be in a much better
+:the present recession than the BSC.
vate steelmakers have suffered very much
-seéing ‘a massive downturn in their
;::une- 1980. Despite continually
he private sector is now losing
recent company results show. In

t half of 1 80=”Round Oak (the company owned
jointly by the BSC an_ :
£200,000; Aurora Steels profit were ‘down to £2.1 million

_vestments), made a loss of

from £2.6 million in the'sﬁ _ perlod of 1979; Duport's
pretax losses were £4.47 m11 1on compared with their
first half of 1979,

15 a steelmaker.  Other

profit of £4.14 million ;n__ghg
Duport has now ceased tradingi

to £197 million.
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pPrivate sector companies are in deep financial trouble
and are surviving only by support from their. :.parent
groups. GKN has Jjust published its accounts:-for::1980.
Its annual loss as a group was £1.2 million; butfiits
General Steels' operation made a loss of £12;ﬁﬁf11105;f
compared with a profit of £7 million in 1979,: wh11e N
turnover was down from £216 to £169 million. The. flgUKES; 5

for Special Steels and Forgings were £8 million:

The 1980 strikel! was responsible for some of e
losses, GKN claiming that it cost them about £18 milliqn
loss. Other causes are highlighted in an exerci$é
undertaken at Hadfields, in which cost increases sind
1977 were compared with selling price increases in thé
steel produced. While alloy billet was selling at around -
£270 per ton, a 36 per cent increase on 1977 prices, in
the same period wages and salaries rose 50 per cent,
energy costs 64 per cent, consumable production materials
53 per cent, interest 61 per cent and rates. a massive 89
per cent,? The private steelmakers attribute their
problems especially to UK energy prices, which they
regard as excessive, particularly when compared with the
low US and the heavily subsidised European prices; and on
the dumping of low-priced foreign steel on the UK

market. 3

l. See pp.123~134

2. Details obtained from Metal Bulletin Monthly,
survey of The UK Private Sector, February 1981.
pp.1-39

3. Ibid. p.25.
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‘ . - TABLE 77
Despite thesge falling profits there has been continuing

investment in the private sector during 1980, The UK PRIVATE SECTOR

Sheerness Steel Company, pioneer of the mini-mill in the
SOME INVESTMENT SCHEMES OQOMEPLETED (R

furnaces, a complete water-cooled shell for B furnace, a

new melting shop ‘water system, and improvements to the

Scrap shedder. 1In 1981 a ladle injection system is being Company Investment scheme Start-up
installed, B furnace hearth is being made deeper, a
Apollo Steels Works extension and facilities for producing

furnace-pollution control scheme is in progress and the

o ' ' grourd steel bar.
rod decoiling and Tempcore bar facilities are being
completed.: The tiny Waleswood Stainless Steel Company of
Sheffieldimade its biggest ever investment in 1980, about

£250,000: for a new AOD vessel to complement its existing

Aurora Steels Pollution control-fume extraction; rolling mill

' improvements; additional test house
facilities; improvements to heat treatment
facilities; bar finishing equipment
grinding/peeling equipment; experimental
production plant for particle metallurgy
development.
Integration of wire drawing facilites.
Production planning ard control equipment;
blanking press.

arc’ furnace. - There was even 4 new company launched
‘during ‘the year, Hallpalm Ltd., which was aiming to start
production ‘of special sections on an 1l inch mill at

Willenhall in December. Table 77 gives a sample of the

Barworth Flockton SX16 GPM forging machine and buildings; walking
beam and induction reheating furnaces; -
controlled walking beam cooling bed; 4in and
7in bar finishing machines; auto shot blasting

investment schemes completed “or projected by BISPA
members in 1980.

units for forgings, 1981

Warehouse building, ground flat stock department 1980
Ben Bennett Jr Improvements to steel strip hardening and

tempering lines., 1980
British Rolling Mills Coil bar heat treatment furnace; increased

computer capacity. . 1980
Bromford Iron & Steel Modernising of hot mill services; thyristor

drives to wire drawing machines. Increased acid

recovery. ) 1980
Bruntons {Musselburgh) Wire drawing machine and ancillary wire drawing

equiprment. . 1980
Brymbo Steel Works Replacement finishing mill and improved

electricity supply; replacement electrical gear
transformer and water cooled panels, D furnace;
billet bundling machine; ladle refining scheme

and ultrasonic billet testing equipment. 1980
Reeling and peeling machines 1980/81
Richd. W. Carr & Co. 14in rolling mill and ancillary equipment;

re-siting and improvement of 8in and 12in
rolling mills; 15000kW VIP power track for
high-frequency furnace; warehouse extensions at
Twickenham and Haydock.




Company

Clarke's Crank g Forge Co
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TABLE 77 CONTINUED

Investment scheme

New bogie heat treatment furnace;
reconstruction and modernisation of forgimg
furnaces; re-build Massey l-ton hammer; install
and complete re~build arnd commission GFM;

“install and commission new precision crankshaft

grinding machine, complete with

micro~processor.

~ Re-building of four forging furnaces.

Coghlans

Darlington & Simpson &

Ductile Cold Mi_ll

Ductile Steels
Dactile Planetary Mill

. Dudley Port Rolling Mills

Duport Steels

Flather Brlgh _

London Works

Eaton & Booth

Firsteel

Bar tagging machine and improvement of shaft

‘o making plant.

Mechanisation of finishing stands; installation
of flying shear.

Finishing—end automation (West Works); mill
automation (South Works).

New annealing capacity; new coiler drums and
precision slitter; soluble oil treatment.

Modernisation of pPickling plant.
Inproved furnace and waste heat conservation;
new edging equipment.

New furnace for 7in mill.
Computer installation and new billet handling
equipment .

Completion of billet inspection and
conditioning project; completion of internal
rail system development phases: completion of
water-cooled panels; completion of billet mill
run-out table modifications.

~ Redevelopment of ooil drawing facilities;

modernisation of descaling facilites.

Redevelopment of turning ard grinding.
'Cdﬁlpl_etign_qf bar mill rationalisation.

: ':Neii;'aﬁtofﬁatié bar straightening line; 1,000kg

‘forging hammer, manipulator ard furnaces.

Acquisition of computer,

New building to increase warehouse area,
maintenance dept and offices.
Installation of automatic gauge control
equipment., '

Start-up

1980
1980/81

1980

1980

1981

1980/81

1980/81
1980
1980

1980/81

1980

1981/84
1980/81
1980
1980
1981
1980

1980/81

Company

Firth Brown

Firth-Vickers Special
. Steels

Firth Cleveland Steel
Strip

Steel Parts

W. Wesson
Glynwed Steels

George Gadd

GKN General Steels

J.Jd. Habershon

Hadfields

-187-

TABLE 77 CONTINUED

Investment scheme

Conversion of arc furnace to reheating ang
stirring unit. :
Vacuun furnace power distribution equipment,
forging press overhaul; machine tool '
replacements and re-conditioning; additional
research facilites; general crane
replacements.

Billet finishing equipment.

Re~-furbishing of pickle line; new annealing
plant; energy conservation.

Extension to despatch bay and warehouse ;
automatic saw.

Seperation of stands and fume extraction
equipment for hot mill; reeler and Push kench
pointer for bright drawing.

New compressor house; new billet shears,
scrambler and magnet; furnace conversion.

Additional scrapbaycrane and scrap bay
extension; water cooled panels and ducting for
steelworks furnaces. .

New wire-drawing equipment and wire warehouse

control equiprent.
ties and up~grading slitter.

slow cooling pits; refurbish
nsfer ‘bed; uprating of three
gas—fir Jot. re-heat furnaces.

New billet ard ingot stock gantries; new road
and rail system.

- " Start-up

1980

1980
1980/81
1981/82

1980/81
1980

1980/81

1980

1980/81
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TABLE 77 CONTINUED

Conmpany Investment scheme

Kiveton Park Steel & ere N
ew acid cleaning; two new batch furnaces.

Lee Bright Bars ‘bar turning line; effluent disposal

Lee Stoel Strip nt of heat treatment facilities;

onts in material handling.

Lee Steel Wire p@ent of wire drawing, annealing and
ng. plant.
ervation, material handling

ments ard overall plant development.
t “electron beam welding arg support
} wlnstalled.

annealing installations; effluent
t plant; improvements to pickling

ation to water treatment plant.
t;on to finishing end of rod mill.
:1ing plant for section mill.

gation; drawbench raticnalisation and
lon -

Natural Ga < Spiral weld mill; small ERW mill for sizes
1od; factory extension.

Neepsend let n of installations and conversion of

ugh Street rolling mills; new arc
a0111ty and installation of vee
oun@ry“plant, installation of rapid
=} new abrasive cut off machine for

xtension of stockholding facilities ard
additional ‘handling equipment for sheet mills.

pe straightening machine; new warehouse;

Start-up

1980

1980

1980/81

1980

1981

1980

1981

1980

1980/81
1980

1980

1980

1980

1980

1980

Conpany
F.M. Parkin (Sheffield)

#.5. Pitt

Raine & Co.

Round Oak

Sanderson Kayser

Sheerness Steel

Smith Wires

Spartan Redheugh

Spear & Jackson

Steel Cords

Steel of Staffs
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TABLE 77 CONTINUED

Investment scheme

Extraction and heat regeneration plant;
improvement to rolling mill furnaces.

tew wire drawing block and ancillary equipment: i

U start-up

1980

Improved straightening equipment; new cutting e

and punching mahcines, new cranage and handllng
equipment .

Introduction of ladle steelmaking;
electromagnetic stirrer for continous casting
machine,

Introduction of water cocled panels for
electric arc furnaces; improved scrap hay
facilities; reorganisation of fine turning in
bar finishing department; electronics training
centre.

Replacement of intermediate rolling mill stands
in the wire rod mill; provision of replacement
billet grinding workshcp and machines.

New water system for melting shop; complete
water cooled shell B furnace; non-ferrous
separation for scrap shredder; water ccoled
roofs A and B furnaces.

ladle injection system; spare arc furnace
regulating transformer; deeper hearth on B
furnace; furnace pollution control scheme.
Rod decoiling and Tempcore bar facility.

Galvanising plant.

Centreless bar grinding machine; stainless khar
stockholding facilites.

Refurbishing annealing and treatment furnaces.

Additonal guarding ard safety facilities;
improvements on spiral wrapping machine.
Additional stranding capacity.

Bobbin locking levers and improved safety
facilities on closers.

Effluent treatment plant; pickling plant.

~1980/81

1980

1980

1980

1981
1980/81

1980

1980

1980

~1980/81
1980
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TABLE 77 CONTINUED

Company Investment scheme

Templeborough Rolling AR S

Mills Furnace 1nstrumentat10n improvements;
development ©of controlled cooling lines;
extensic netallurglcal laboratory;

f: water recirculating system.

Tel Weldless id recovery unit; high voltage
rection.
M) ; new 3,500 HP thyristor

; ‘rotary. furnace

Woodstone RolliﬁgiﬁiilsT 'compietlo

in:mill.and ancillary
equiprent., B

Start-up

1981

1981

1980

1980

Source: BISPA Quoted in Metal Bulletin Monthl Eebraary 1981 pp. 15-18
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One of the reasons for the relative buoyancy of the
Private sector over the years has been the flex1blllty
which has enabled it to rationalise itself in Yes onSé'tO
the changing market. Thus in September 1980 Auro a '
wWas created by the merger of Osborn Steels ang Edg

Balfour Steels; as a result the Sheffielgd Park vView
of Edgar Allen Balfour was closed and the st :
activities of Osborn Steels' Low Moor Works at Brad ord

were ended. Such rationalisation has been"
Possible in the BSC because of the unW1eld1ness of

Corporation and because of the political conSIder

involved in closures there.

It is clear that Ffurther rationalisation is necessaryi
reduce the over- capacity in the system and ratlonallsatlo
between public and Private sectors is now taking place.

From where do the private steel companies get their -
noney? They were asked thlS by the Select Committee on
Nationalised Industries in 1976, and answered in their
Supplementary Written EV1dence.l They explained that the
sources of flnance avaliable to ‘them were those available
to British industry in”'general, except that those
companies subject to theﬁTreaty of Paris can in certain
circumstances have access to ECSC funds. Their main
sources are merchant banks and financial institutions,
which of course will help profltable companies. In some
cases American banks have made loans to Support investment
schemes. There has been some dlrect foreign investment,
for example by Canadlan,.Norweglan, and Greek companies
and a small number of smaller companies are American

owned.

These are their normal sources of finance. They have been
reluctant to take up ECSC loans because the private sector
borrower has to carry the exXchange risk on no-sterling
loans. In the case of the BSC this is covered by the
Corporation itself or: by Treasury guarantee.

1. BISPA Supplementary ertten Ev1dence to the Select
Committee on Nationalised Industrles 1976,
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No specific government sources of finance are available
for the private sector, but, like all industry, it has
access  to  investment allowances, regional investment

incentives and funds available under the Industry Act
1972,

The British :private steel companies and a number of
Italian private sector companies are the only European
steel indqsttiés .not dependent on some public funds.
Some pri&égé:jéector steelmakers are now asking for
gcverﬁﬁéﬁt ﬁﬁéip. 'They feel that they are unfairly

treategd compared with the BSC and that because of their

prev;ousﬂgébdf?ecord they deserve help to keep afloat

during ‘the present crisis: some of them believe
that withouﬁhégéh.help.they will not survive until the
market picks ﬁp or:unfil the joiﬁt ventures with the BSC
are arranged. The _col%apge_:of_ the Duport company
Suggests that they are :ﬁiéht;”_"Some private sector
companies even feel that th?ngqufqmgnt should compensate
them if they agree to take capééify.but of the systen.
But this is not a universal ?igw‘@p.the private steel
industry. There are companies,_g@ch as the Sheerness
Steel Company, who believe that:régidnalisation should be
determined by the market.l |

Eu:opean Steel industries are finaﬁqed in wvarious ways -
bﬁt most cope without the massive‘government assistance
which the BSC receives.? They do régeive government aid,
but then' none of them lose as _much money as the BSC
does. In 1979 the Dutch state company Estel and the
German state company Klockner both became profitable.

l. Hill Steel News 19 January 1981,

2. See BISPA Supplementary Written Evidence to Select
Committee on Nationalised Industries for fuller
details on European sources of finance. The
British Iron and Steel Consumers' Council Cost
Competitiveness in ECSC Steel Industries, The
Effects of Government Policies also provides such
information anda suggests that the European steel
industries receive more state aid than is at first
apparent.
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The Belgian state company Cockerill ang the Luxembourg
Arbed have reduced their losses sharply. The losses of
the French and Italian state companies are heavy,“but. not
SO heavy as those of the BSC. The exampile ‘of other
countries suggests that the British steel induétry}ﬁwith
Some government assistance, could have foung: 'fir

without out-~and-out hationalisation,l

"It is frequently said that it is unfair to compare’ publ i

and private steel sectors because one is not cCompar
like with 1like. Tt is said that the private *éééu_“_
Operates at the profitable end of the steel market};ﬁégy
at the heavy end, the loss-making end, which the BSC”3
has. The private sector puts more emphasis on - the
profitable finishing end of steel. The private sector
needs the BSC for itsg raw materials, yet ig profitable
while the BSC flounders. Therefore, it is said, it is
not fair to criticise the BSC,

There is some truth in these arguments. But as we have
seen,?2 the Private sector has had to expand its
Steelmaking, largely because of the shortcomings of the
BSC as a supplier, and its Steelmaking is generally
profitable, unlike that of the BsC.

As we have Seen, the private companies have better
utilisation of capital, better Manpower productivity.,
They also have much " better industrial relations, as was
seen in last year's steel strike. The smaller works and
decentralised structure promote plant loyalties. ;?h@ -
Private sector units are flexible and are tot&llfﬁf
Susceptible to market pressures, They export in all
Same areas as the BSC, are subject to the Same-eqﬁ
Climate, and yet they have kept afloat well untiifh ?

1. See Suggestions made in D, Burn and other§1$he Future
of Steel 1IEA Occasional Paper 6 1965, pp.“Bf§fT§Tfh“_
2. See pp.73-82 SENT LA S
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Prices

Prices have been a great problem in the British
steel industry, involving government interference which
has adversely affected the industry since the days of
IDAC.1  The British -system was one of uniform delivered
prices whereby transpbrt . costs were averaged out and
consumers paid tﬁe.”éame price irrespective of their
location;in;relatidﬁ,tofthe producing works. The Benson
in ' one of the reasons for the relatively

Report. clained that one

ability_aﬁd Qwefing investment in the years

low pqéf‘
just bef
and Steel Board had un
Profifsi.§ ¢The Board's

'nétionalis jon-iwas the waf in which the Iron

depressed prices and therefore
:actice, - the Report claimed,
ble:from 1960, as shown by the

controlled products were more

became still more unfavol

fact that earnings on pric
than 13 per cent lower-in~1 64=65:than in 1959-60, though
output was 11 per cent highe :GKN, in its Evidence to
the Select Committee on Nationalised Industries, also
referred to the remarkable}ﬁ§f ﬁi%ébility of the steel
industry considering that from'i§55~6? its average price
increases had been kept down to 2% per cent by the

Board.3

After nationalisation Iron and Steel Board price control

virtually passed to the governmeht;fWho were given powers

to issue directions on prices to the BSC, "...with regard

only to the public interest."4 " Here again is the
unfortunate influence of governﬁént on nationalised
industries, applying criteria which ‘have nothing to do
with commercial considerations and therefore distort the

market in all manner of ways.

l- See pp.2_4n
2. Benson Report, Para 149, p.66,

3. HC.322.iv. 19 May 1976. Para. 2.2. Session 1975-76.

4, Steel Nationalisation Cmnd.2651. April 1965,

Para. 12.

~with the average increase being reduced to less .th
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From 1968-70 the National Board for Prices . and :Incomes
controlled prices in the steel industry, & 'théy;;did

those of all manufactured goods. Then in Apﬁii 71: the
government reduced the BSCs request for a 14
Price increase to one of 7 per cent. :
pProposal from the Corporation to

selective basis over a period from October -l9
deferred at the government's request until April

per cent. This came as part of the CBIs volun

restraint on prices which the nationalised industr

were foremost in supporting. This price restraint
contributed to the £68 million loss made by the BSC in
1971-%2. It is surely part of the strange logic of statéf
control that a loss, ultimately funded by government,
should be due partly to prices deliberately kept down by
the same government.,

In its Evidence to the Select Committee on Nationalised
Industries in 1976 the BSC blamed this government price
control for some of the low profitability of the steel
industry both before and after nationalisation {Evidence

Para. 4.7). They pointed out that:

-+.1f the Corporation had set its prices at the level
applying in the European Coal and Steel Community, its
revenue between vesting date and March 1975 would have
ingfeased by more than £750 million." (Evidence: Para.

Calculations are presented to show how the BSCs revenue

had fallen short of what the ECSC price level would have

pProduced.
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TABLE 78

BS5Cs REVENUE SHORTFALL OVER AGAINST ECSC PRICES

1967-75 ¢ “Bhortfall
Year oodf£million
196 7/68 T 93,96)
1968/69 o 74436)
1969/ 70 . 71.66) 269.35
1970/ 71 L9903 7)
197192 s s ¢
1972/ 73
1973/%4 - .. .. 513.77
1 9 14/ /5______
TOTALfE-u' 783.12 million

19 BIPa?eﬁé,lo, Session 1975-76.

Souxce:fﬂsc Evidence:

These price levels are sa 0. have resulted in a:

"...8erious loss of proflt ility [Whlch] has prevented
the Corporation from acdumi ating reserves in favourable
times enabllng it to weather cessions and help finance
the capital investment progra “"and it has added to
the Corporation's borrowing i uirement and interest
burden." (Evidence: Para 4. 13)

"In a strongly cyclical industry the: Corporation has to
sell at marglnal profit levels when demand is weak; but
the corollary is that the Corporatlon must, llke its
competltors, be able to make significant profits when
demand is strong." (Ibid. Paras:6:8).

he:'BSC claimed that if it had set its prices at EEC

evels durlng these years demand would not have been

reduced.

...51nce total demand for steel is relatlvely inelastic,
and imports would not have increased significantly so

long as BSC prices were not above Continental levels.
(Evidence: Para. 4.11).
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While this might have been true for the years 1969 and
1970, and 19%3 and 1974, when demand for steel was hlgh,
it would probably not have been true for the. reC88810ﬂ
years of the early 1970s. European steel prlces were not
s0 high as they appeared to be during those years because
secret rebates were available on the Continent. The BSC

also seems to overlook the fact that these were the years

when it was having problems with the quality of  1ts
products;l its prices really had to be lower than those"

of Europe because its quality was lower. It is also hard'

to see how the Corporation could say that higher prlces
would not have meant more import penetration. Imports
were already 1increasing during these years,2 mainly
because of the BSC's other shortcomings., It therefore
seems logical to assume that higher prices from the

Corporation might well have meant more imports.

Nevertheless this government price-control did seem to
depress the industry unnecessarily. If it did nothing
more it gave the BSC an excuse for some of its poor
results and it prevents us from judging the Corporation's

work as a proper market activity.

The private sector also complained about this
price-control in its Evidence to the Select Committee
on Nationalised Industries (1976)3. Its complaint was
two-fold. First, that the BS5C itself, even without the
further layer of government control, was, as the dominant
partner in the market for most products, the price setter
and had a dilatory attitude towards raising prices. Thus
the private sector criticised the Corporation for taking
a year to make its first review of steel]l prices, a review
which then had to be considered by the National Board for

1. See p.72

2. See Tables 30 and 31, pp.65-66

3. BISPA Evidence to Select Committee on Nationalised
Industries, HC.322:v. Para.4.2. Session 1975-76.
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Prices and Incomes, which finally decided that the
pProposed price increases should be reduced by 25 per
cent.t All this delay meant that there was no rise in
steel prices between April 1966 and May 1969. Moreover
the BSC's price review was judged, both by BISPA and
eventually by the NBPI, to be discriminatory against the
Private sector, because the increases Proposed by the RsC
for those_products where the market was shared between
the tWQ,_éectorS were lower than those where the
Corporatiéﬁihad_the main share of the market; whereas for
stain1¢§§fﬁggﬁ_other alloy steel Products, where the
indepéhééﬁtj éémpanies had the major market share the

Corporéﬁii_ﬂéétually Proposed price reductions. This was
the fifgﬁ-éXéﬁple of the Corporation trying to undercut
or squeeze ﬁdﬁ.;he private sector, a problem which is
still very_:pertinenﬁxg_ Then came the government's
reductions of the pfdposgd "BSC price increases of
1970-72, so that ",.chgf;ggmbination of Government
influence and BSC market Qdﬁigﬁngg depressed independent

companies! profitability,3

Protection for the private sectﬁgiﬁrpm this Price~cutting
and  freedom for the BSC itéélf from government
Price-control appeared to come Wifﬁhthe entry of the UK
into the EEC and thus into the ECSC_on 1 Janvary 1973.
_As.a commentator noted at the time}_i'.

1. Report No.I1iI Steel Prices. Cmnd.4033. May 1969,

2. See p.211

3. BISPA Evidence to the Select Committee on
Nationalised Industries. HC.322:v. 1976,
Para«4.2.5, 1In 1972 BIspa complained to the
Secretary of State about the BSC pricing policy
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"Price fluctuations have not been a major feature in the
UK where the Government's restraint and the price
leadership of a vastly subsidised BSC have “kep: ri
artificially low at all stages of the market cy

the BSC and many independent producers were nc
make a proper rate of return even in times ofh
demand...the new European pricing system gives: h

The European system reguired that (for Treatyf
products)?, delivered Prices should reflect diffeﬁ
transport costs, so that there is a basic price
charge for transport. Each producer must publish;
list for all the ECSC products which it manufqé:

giving information on: basic Price; extras and allomé
for size and length, quantity, tolerances and so
basing points; loading charges; rebates of all kinds
terms of payment; and taxes payable. A basing - point;
which may be at a location chosen by the producer, is th§
point from which the basic price, i.e. the _pricé5
excluding carriage, will be charged. A transport charge
is then made by the producer to cover delivery.
Different products may have different basing points and

some products may have more than one.

More importantly, this system removed Treaty of Paris
products from government pPrice control. The Treaty's
objective of ensuring the orderly supply and free
movement of steel products throughout the Community was

1. N S Maconochie The EEC Challenge for the UE
Independent Alloy Producers 1in Steel Times
(Annual Review of the Steel Industry), London,
October 1973, p.97.

2. Treaty of Paris products are: Ingots and blooms
for open die forging; Billets for drop forging;
billets for re-rolling; Hot rolled products;
reinforcing bars; other light and heavy bars;
Wire rod; Sections; Hot rolled narrow stripﬁ'l;]
Plates. R
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judged to be incompatible with the government's powers
under nationalisatioﬁluto issue directions on prices to
the BSC as they had ‘done, e.g. in 1971 and 1972. ‘These
powers were thereéofé repealed by the European
Communities' Act lgfi;'alﬁhough the price freeze continued
even on these Treaty of Parls products until 30 April

he 'BSC and the private sector were

now free"to'”prféé heir “Treaty of Paris products in

accordance with thelr oW, ﬁdgment of the market and so as

to make™ proflts if

could. 3 Although the private

sector ‘was qu1ck t "_advantage of its new-found

'freedém, (56 that 1ts Drice 1h June and October 1973 were

higher” than those o

put up its prices by about ent but they were still

lower than those of the'prlva :ééébr and of most EEC
éée a guarantee not to
This meant that the

£ 1973 and especially

producers. At that time the BS
increase prices again for 12 months.
Corporation missed the good ﬁéa“
1974 when the steel market was ver
of steel short so that the'xﬁs jcould have made useful
profits by putting up its prlces at that time.

“buoyant and supplies

See p.194

‘The European Communities' Act also*wound up the’
Iron.and Steel Consumers' Coun i1, which had made the
recommendations for the use of: ‘the “statutory powers.
It was replaced by a new voluntary-lndependent body,
the British Iron and Steel Consumers"' Council, which
carries on the ISCC's functions w1thout haV1ng the
latter's statutory powers.

The European pricing system is fully explained in
European Coal and Steel Community ‘Guide to Pricing
System for Steel. Published by BISPA, London 1973.
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At the end of 1974 however there was a sharp riSe in the
Corporation's prices, which has been maintained since
that time as Table 79 shows, so that BSC prices now run
at some 15 per cent above those of other EEC countrles.
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Tables 80 and 8] show how UK prices have changed compared
with those of the rest of the EEC and OECD, while Tahle
82 compares the BSC prices for certain products primarily

with those of France and Germany for October 1980.
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The picture which emerges is somehow typical of the BSC -

to have lower prices than everyone else 1n the ‘good

years, when high prices would have been a p051t1ve

advantage, and to have higher prices than everyc.).ne.".else

when they are a positive disadvantage.

o . g Even Bill Sirs admits that the B3C prices are too'high,
vl 0 4] .
mE oo 202805 o S0 ;é for both home and export markets, and are causing port
o0 e nenen % . e ~ penetration and the loss of market share to  the
@ o + o CO oo 6 - O Qo m ™~ gl e
iy . Bord bt i — y o Corporation.! He thinks that they should be brought down
= ; S e . S
w O e by about 10 per cent. But he does not admit that oné of -
= om M _
o g'g o i~ N O~ oy G i~ . . E‘ by the reasons that they are so high is the poor competitive
— = mM W Wo [ o™ o [ Q - ' . .
o 8 & 10 RV <+ < & ~ | labour productivity and therefore high unit costs of the.
va w o
8 40 & BSC, factors for which his union must bear a major share
= @ « 1M . ,
) - T~ o o of the blame. All European steel prices are estimated to
o 4 MM 0™ owaow :: ~ @ Kol
&3 S n N-SVERS S SN o3 S r%: ] be 10-15 per cent above prices in the USA and 20 per cent
~ ] © v > . .
g — . k) above those in Japan,2 which makes the whole European
[ - P
% Q; ~ L steel industry uncompetitive in world terms. How much
= —i ™o Ve e Aot o~ AN VY w 0 ey s
o e ~ ¢ Mmoo O oo Sl gm o s | O more uncompetitive must the BSC be!
w | ®J= o0 = <y NN FE ™M™ ME A |~
™| W ) o e o
w| D 1,285 128
— {1 Wm= -~ b \
g @ 1_3&43 Treaty of Rome products3 are not subject to ECSC
o -~ —
=1 b o in N~ oy ano A SE LIS disciplines so that the UK system of delivered prices
Ed i ] ™~ o0 o oo < Uy =g O Vo i8] s : i
& S e Mmoo Mmooy esgo | = still applies to them. They were subject to Price Code
BT
1 : SQJO o hot and Price Commission procedures so long as those lasted.
£ UVoaca | o . .
g Efiw ) The BSC was even more restricted than the private sector
- 'r‘"
® + + 25% |5 because of the provision that nationalised industries
iz B ot [Fs] %} o2 .
o — - oo ' = Qg could not take advantage of the minimum profit safeguards
- @ .Q v T Xow | a . :
3 - 5 ¥ e T g gt¥igs of the Code. However that restraint was removed in
) . oo = 40 o ma [ e - . : .
’;Q' : S = (’g--g%li by 1975-76. Since then the BSC prices for Treaty of Ronme
o o0 5 S & RN o' products have also increased considerably, as can be seen
= no g o = v 28 e . | -
o - m e B oS4 T s | O from Table 79.
O — by £ - O 0 ©:—~ @ E
I ¢ o =l o T o HePp e | E
O HODP O H XX vUm|O
el SL = groguw = =S A I il 1. ISTC New Deal for Steel, 1980, p.42.
Bf oM Z| 00~0A4 mi O oo G 3o 2._ See letter from Dr R Beddows of Strategy Research
Bl 82 Bl faccc 9 © o A  Associates in Financial Times, February 6, 1981,
g 45 B “LLEg z 9 ac g8 |0 3. Treaty of Rome products are: Cold rolled narrow -
" x LJg [T 2 H 8 o f~—~8'3 = y strlp, Alloy bright bar; Non-alloy forglngsrﬂ_h
wl w D] mMNMOO m S © sT X |0 JEE
Bl 5D W o aamooe S & 3s8 LA B I and pipes. Cold heading and alloy wire
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Steel prices are now dealt with as an EEC problem.
European steel prices dropped by 50 per cent between 1974
and 1977 as recession in the industry deepened and low
price imports flooded the European market. During 1978
they rallied by some.20—25 per cent as a result of the
measures taken by ;he'EEC under the Davignon Plan, which
imposed dumping duties on steel imported below European
Community published prices, and advocated minimum price
levels for Eurggééﬁ_:gtgel. . The Davignon Plan, by
checking the fif;d wa. ultra—cheap imports, greatly
reduced the égﬁégé:_ ‘
The _rgsulﬁ_'féfnqtﬁf

fépice cutting in the Community.
-t Qgg ~was an lincrease in sales,
especi;lly;;nsgﬁfip  ;Qrodupts, and an improvement in
revehgé;gw; ;nPl9§3" ":;Eutqpéan price increases, at
about 8 péf_cent,qj§s bout kept pace with the increase
o inﬁﬁt costs.z S PR RS

By 1980 however thé_?élw “gﬁtpaints of the Davignon
Plan began to slip:aé s 'agggrs began to undercut
each other in an effdr# t@e products of their
surplus capacity, which“hé_ ?én noticeably reduced
by voluntary restraint. The  £:was a price cutting
.'ts_ so that by the
s had fallen by an

teel industry losses

war among Community steei
beginning of September 1980

average of 13 per cent, so :
have grown heavily. These . fptices have made it
impossible to keep up with Qos§§ IHCQ_as those of energy

and raw materials.

5¢ on 1 November 1980 the EEC

time "manifest crisis" measures,.

itroduced for the first

'Bi§h have always been

available under the Treaty of Péfi;,; These are to last
in the first instance until BO}JuneiIQBl. Under these
measures compulsory production quotas. are imposed on all

the European industries, but no compulsory minimum prices

1. House of Commons é;

1, BSC Annual Report and Accounts 1977-78, pp.il-12.
2. BSC Annual Report and Accounts 1978-79, p.ll,
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are imposed as yet, the Davignon system still applying on
prices. The production guotas have helped prices to

rise, but there are still bitter complaints about® price

undercutting.

The UK private sector has made widespread compléihﬁé*that
the heavily-subsidised BSC is unfairly under—cutffﬁ@fits
prices. The Department of Industry is now to monitor
these complaints and the Chairman of the BSC to
invcestigate any specific allegations of unfair pfiding.
Mr McGregor replied to the general charge of undercutting

that the prices of both the BSC and the private sector:

"...have increasingly been undercut by other EEC

.producers. The Corporation has therefore had to price

down. The private sector has had to do the same. He has
assured me that it is not BSC's policy to sell its steel
more cheaply than imports, but only to match the prices
charged for them."

This will take some doing, given the BSC's much higher
unit costs, and other factors which work in favour of
imports, such as the strong pound. These mean, for
example, that the Danes can deliver steel plate to
Birmingham at £30 per ton less than the BSC can. = The
Corporation is suffering severely from its historic lack

its years of

of competitiveness, as well  'as ‘“from -

government controlled pricesw;

The European Coal and Steel Commun

The discussion of the Dé its effect on

prices has anticipated t

Secretary of State for
1981. S
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The British Labour Government in 1950 feared that the
ECSC would lessen national control of the industries.
In practice the shelter from market realities which its
protections have provided has reinforced the national

European steel industries. Some of them, notably that of

Belgium, might even have disappeared but for the protection

of the ECSC. The community has done nothing to create a
European steel industry. In 1961 Duncan Burn wrote of
the ECSC:

"Outside discussions and writings of the High Authority,
the focus of investment activity remained predominantly,
even .aggresgively. national. Thus in France the
Commissairat Plan coordlnated projects on critical issues,
the Government made ‘the" declslons -~ and provided money.

In Germany:the- flrms,ﬁenterlng into larger mergers and
making cooperatlve a rang‘ments of varving types over
investment, ;research ‘and ‘operations, talked primarily in
terms of strengthenlng the competitiveness of their firms
as part of the industry in ' Federal Republic. There
were exceptions but they wer inor. It was the same in
all the community countrl 5

In its Report on Steel Res_ructurlnq Pollc1es (20.2.81),

the Commission of the Europea ommuplt;es commented:

"insufficient information about
creates the risk that uncoordi
result in duplication and cont

:jh;Bther's plans
d: restructuring plags
.eXcess capacity."”

Is not this a grave indictment e Community's own

structure and discipline over th last 30 years? Many
of its own loans and grants must e gone towards this

duplication and excess capacitY'

Even the Davignon Plan, although®i disciplines have
brought temporary alleviation ofﬁsemeiof the most
pressing problems of the stéel 1nd”stry, has really

perpetuatéd the nost pathetic weaknesses of the industry,

1 Burn The Steel Industry p.474,
2 COM(81) 67 final. Brussels 20 February 1981.
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reinforcing yet again the structures of the wvarious
national European steel industries, by muting . such
competition, in sources and production methods;_as did

exist.

The European industry, though better than the Brltlsh,
has not been very competitive in world terms. In. 1873, a
brosperous year, it took 8.3 hours of labour to produce @
tonne of crude steel in the Community, but only 5.9 hoirs
in Japan. The protection afforded by the Community has
only served to perpetuate this sluggishness,

The Community decision on State Aids for Steel of 1
February 1980 restricts Community aid to projects which
will lead to the modernisation and adaptation of the
Community steel industry and which will encourage
uncompetitive surplus capacity to be removed from the
system.l Yet even under this discipline "Belgium, Italy,
Holland and Luxembourg are still adding to capacity by
replacing clapped-out works with new ones capable of
higher output to add to the great glut."2

What is the answer? The development of European
companies, with more product specialisation; the kind of
rationalisation and forward integration which has been
done by the German companies needs to be done on a
European scale. The Commission has said that it will
"...favour cooperation which leads to a better
utilisation of the industrial complementarities, notably
through increased specialisation, joint use of plant . to
avoid duplication,.."3 ;

1.” Commission of European Communities COM(81) 71

final. Brussels 23.,2.81.
2. Sated with Steel. Economigt, 7 February .198
3. Commission of European Communities Steel

Restructuring Policies, 20.2.81. COM £
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Companies must be encouraged to coordinate investment,
not just nationally, as the UK Phoenix projects are

trying to do, but across national borders. The Dutch and

Germans have made a start on this with the Estel group;
Belgium and Luxembourg are to coordinate investment.
France and Belgium have been forging 1links £for some

years. ",,.firms should remain independent but share,
rent or swap their plant to balance out capacity -
instead of everybody 81mu1taneously trying to modernise

his own. ul

The ECSC will need a lot of political will to push this
kind of thinking, so foreign to its own cartel
traditions. The BSC ié'égaxn hampered by nationalisation
from this kind of cddpéfaﬁibn”Which is probably the only
:féééaﬁ steel industry. Yet if

thing which can'save:tﬁé _
joint ventures between the "BSC'and’ ‘private sector firms
) tures on a European level?

are possible, why not 301n 

CONCLUSION
This study does not seek to draw
It has presented the record of
industrial progress delayed’
political interference but alsc
inflexibility which is seeming
monolithic giant; a progres _nVolving vast and

ny-‘overall conclusions.
. BSC, which is one of
diverted, partly by
the sluggishness and

eparable from such a

ever—increasing sums of public

‘ttempts to face the
p901nted Ian McGregor
gor has presented to

The present government, in
problems posed by this record,
as Chairman of the BSC and Mr
the government a plan for
Corporation which the government
conditions_.2 Our next task.will gbe to consider the
viability of that plan .ahdz the.'poss1b111ty of any
alternative course of actlon, in the light of both the

“ssurvival of  the
as approved, with

historical record of the Corporatlon and the current

economic and industrial sxtuatlon.

1. Sated with Steel. Economist, 7 February 1981.
See House of Commons Statement on the Steel
Industry by Sir Keith Joseph, Secretary of State
o) -Industry, FPebruary 24, 1981,
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