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CHILDREN’S COMMISSIONER FOR WALES BILL

This letter gives you HS clearance to proceed as you proposed in your letter to
me of 23 February, subject to the points raised by colleagues recorded below.
Margaret Beckett has already responded, giving you LP clearance, but with
comments on how you should proceed.

You sought agreement for a Government amendment to the Children’s
Commissioner for Wales Bill which you considered necessary to avoid the
possibility of a defeat in the House of Lords. You also sought agreement in
principle for three small technical amendments which might be necessary to ensure
that the Bill had the intended effect.

Replies were received from Margaret Beckett, Hilary Armstrong, Alan Milburn,
Derry Irvine, Alistair Darling, Paul Boateng and David Blunkett. David was
content with your proposals. Margaret, Derry and Alistair were broadly content, but
raised points which they wished you to take into account. Alan and Hilary could
agree only to the amendment empowering the Commissioner to make
representations to the Assembly.

Margaret said she was satisfied that the business management case for these
amendments was well made. The Bill was likely to have a difficult passage in the
Lords without some concession on this issue. She therefore gave you LP agreement
to prepare and draft the amendments for Committee stage, but said you should on




no account table the amendments without prior consultation with the Government
Whip’s Office in the Lords.

Hilary said that DETR supported the principles behind this Bill but was concerned
to restrict the Commissioner’s review powers to the Assembly itself and other
bodies for which it had devolved responsibility in Wales. This proposal would
appear to depart from that policy. However, a power to make representations fell far
short of a power to investigate a Government Department or a non-devolved public
body. Paul’s alternative amendment would ensure that the Commissioner remained
responsible to the Assembly and for matters affecting Wales. It would not require
an extension of the Assembly’s own powers, and she therefore believed she could
support your amendment. She also agreed to the three further technical
amendments.

Alan said in order to avoid a defeat, he was prepared to agree to an amendment
empowering the Commissioner to consider and make representations only to the
Assembly about any matter affecting children in Wales. He said that he would not
be able to agree to the Commissioner being empowered to make representations to
whomsoever he considered it to be appropriate to do so, including Government
Departments. As the Assembly was already entitled to make such representations
on non-devolved matters, a route for communicating the Welsh Commissioner’s
concerns on non-devolved matters already existed in law.

Derry was content, but made it clear that the Commissioner could not intervene in
the decisions of the courts or the Legal Services Commission. He said it might be

that the only significance of the amendments was that the Commissioner might have
the right to make representations to the Legal Services Commission in the
granting/refusing of public funding.

Paul was content. He said that he would appreciate if officials in the Welsh
Assembly would keep in close contact with officials in the Children and Young
People’s Unit as they undertook work on behalf of the Ministerial sub-committee on
Children and Young People’s Services.

Alistair said that he agreed with the alternative amendment, along the lines of that
tabled by Win Griffiths and Julie Morgan in Commons Committee, which would
allow the Commissioner to make representations to UK Ministers through the
National Assembly for Wales. The proposal for direct representations was more
problematic. However, he said if you were absolutely sure you needed to give up
this point then he would reluctantly agree.




[ am copying this letter to the Prime Minister, members of HS and LP Committees,
and Sir Richard Wilson and First Parliamentary Counsel.

AL

JOHN PRESCOTT
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MEMORANDUM OF EVIDENCE TO THE WELSH AFFAIRS
COMMITTEE: THE PRIMARY LEGISLATIVE PROCESS AS IT AFFECTS
WALES

Thank you for your letter of 2 March seeking agreement to your issuing the attached
Memorandum of Evidence to the Welsh Affairs Committee.

I am happy for the Memorandum to be issued, subject to one relatively minor
comment.

Paragraph 3.2 appears to go slightly further than existing advice in saying that
Ministers will write to the relevant Assembly Minister af the same time as writing to
UK Cabinet colleagues. While this is certainly the normal practice, there may be
occasions where Ministers need to sound out colleagues in advance of writing to
devolved administrations. I would feel happier if the word “normally” were inserted
before “at the same time”.

I hope you can agree to that one small change. In other respects I am very happy that
the Memorandum represents our collective position.

)

‘}/\‘

INVESTOR IN PEOPLE




I am copying this to the Prime Minister, Cabinet Ministers consulted by the Welski
Affairs Committee, members of DP and Sir Richard Wilson.

o

JOHN PRESCOTT
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Doy Porsd,

MEMORANDUM OF EVIDENCE TO THE WELSH AFFAIRS COMMITTEE
ON THE PRIMARY LEGISLATIVE PROCESS AS IT AFFECTS WALES

I have seen your letter of 2 March to John Prescott, seeking agreement to the issuing
of your draft memorandum of evidence to the Welsh Affairs Committee. I am content
for this to issue, subject to the following points.

At paragraph 3.1 of the draft and elsewhere, it states that ‘The Assembly Cabinet and
officials are always consulted on the content of relevant Bills before they are included
in the Government’s programme.” As drafted this could be misleading — as you
know, the Government’s programme for next Session will be provisionally agreed by
Cabinet on Wednesday, and I very much doubt the Assembly Cabinet has already
been consulted about the content of all the Bills LP has recommended for inclusion!
I think it would be more accurate, and better reflect the devolution guidance note, to
refer to the consultation having occurred before each Bill is introduced.

A similar point arises in relation to para 3.3 — this states consultation will always
occur unless made inappropriate by the Bill’s content. My understanding is that the
Secretary of State’s discretion is a bit wider than that, and you could for instance not
consult on a Bill because of political or other sensitivities. I think the wording here
needs to be a little broader.

In para 4.3, which notes you are a member of LP, I think it is worth referring to LP’s
role in clearing Bills for introduction as well as its role in considering Bills for
inclusion in the Government’s programme.

Finally, I think we need to make it clear that this document describes current detailed
practice and is not a commitment to continue on exactly the same basis indefinitely if
it seems sensible or politically desirable to change.




I am copying this letter to the Prime Minister, Cabinet Ministers consulted by the
Welsh Affairs Committee, members of DP and Sir Richard Wilson.

Rugeacte
Resorpses

MARGARET BECKETT

The Rt Hon Paul Murphy MP
Secretary of State for Wales
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From: Jonathan Powell
Date: 12 March 2001

SIR RICHARD: WILSON

SECRETARY OF STATE FOR WALES

The Prime Minister was grateful for your minute of 7 March. He agrees that we

should stick to the line that we have no plans to change the current arrangements.

JoL

JONATHAN POWELL
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Geoffrey Norris
9 February 2001

PRIME MINISTER N : Jonathan Powell

Alastair Campbell
Jeremy Heywood

Simon Virley
David Miliband

Sally Morgan

CORUS: ROUND UP

Ministers met on Thur§day to discuss employment and regeneration initiatives. Their
conclusions: First, we niged to put together a bigger package for Scunthorpe (Taking
this year’s and last year’s announcements together it will have lost 1100 jobs out of a
workforce of 4700). Second;\we need rough parity in what we are proposing to
spend between England and Wales, although the Welsh are arguing that their half of
the six thousand job losses will have a bigger economic impact. As the Welsh are
currently talking of a package worth £73yuillion compared to £45 million for the
English package, one is going to have get bigger or the other smaller. The point of
disagreement is that the NAW with Paul Murphy’s support wants to make a claim
on the reserve for £35 million. Andrew Smith is smly resisting. DTI and DETR are
saying that they will fund their proposals from existing\al\locations, but if the Welsh
are getting access to the reserve they want it as well. There.is also disagreement
between HMT and DfEE on including a wage “Top up” element in their proposing
new training scheme. I am assuming you are with HMT on this, is that right?

The ISTC and AEEU met with DTI officials this morning. They are looking
for Government financial support to back a proposal they want to make to
Corus next week to put the workforce on short-time working as an alternative
to closure. This proposal is unlikely to have any attraction to Corus and would
be pretty unlikely to get state aid clearance from Brussels. The second
proposal is that in the event of Corus proceeding with the job cuts it will agree
to pay Corus employees full salaries while they go on training schemes.
European Social Fund money may be available for such a scheme and Brian
Moftat indicated to Stephen Byers when we met him this week that he might
be interested in such a scheme. The unions also talked about the possibility of

a new ISERBS. ( | U\/,Q U’N\
T
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At Wednesday’s meeting with Stephen Byers, Bryan Moffat gave no
indication he has plans to think again about last week’s announcement.
Stephen repeated our request to do so, but did not labour the point. Most of
the meeting was a discussion of how we could co-operate on regeneration.
Stephen also pressed Sir Brian to have a concession ready to make to the
unions when they meet with the company next week.

e A couple of questions: Do you want to speak to Moffat again ahead of the
meeting with the unions?\

Do you want to talk to SWraj Paul about Lackenby to follow up Dari
Taylor’s suggestion on Thursday evening? ,— . (}V‘
U~ P

e Finally, I have attached a table showing the total job losses plant by plant
following this year’s and last year’s closure and redundancy announcements.
In total 10,000 jobs will be lost. Over the whole period the plants in the Tees
Valley will loose 2000 jobs from a 4500 workforce.

L=y
o S

-~

GEOFFREY NORRIS

RESTRICTED




Estimated 2000 cuts
workforce at

start of 2000'

2001 cuts

Total cuts
2000 & 2001

Estimated
workforce
after
projected
cuts’

Corus strip
Llanwern
Port Talbot

Lackenby (Teeside)

Corus colors
Shotton — (N Wales)
Bryngwn (Llanelli)

Construction/Industrial
Teeside

Scunthorpe

Dalzell (Scotland)

Engineering steels
Rotherham
Stocksbridge

West Midlands & others

Stockholding
Small works across UK

Workington
Rail
Special Profiles

Tubes

Corby
Hartlepool/Stockton
West Midlands

Packaging
Ebbw Vale

1180
3000

Closure

171
Closure

2322
3604
313

1423
790
42

' Estimate only, these figures are a guide.

* Estimate - job losses to take place at different rates and on unknown dates.
? We understand majority of the 400 white-collar jobs to be lost at Teeside - projected workforce nearer 2000




Euro steels
Various locations

Special strip
Rotherham, Newport &
West Midlands

Corporate centre

Port Talbot, Teeside &
Rotherham

White collar
Teeside, Scunthorpe,
Rotherham

Major losses:

[Llanwern:

* 1540 losses this year plus 450 in year 2000 - i.e. nearly 2000 job losses in a workforce
of 3000.

Tees Valley:

Main Teeside plant cut 637 jobs last year and 648 this: a total loss of 1285 in a
workforce of 3607.

Lackenby: closure announced this year: 234 job losses.

162 losses in Hartlepool/Stockton in a 740 workforce.

Likely loss of nearly 400 white-collar workers at Teeside main plant.

Tees Valley area projected to lose over 2000 jobs in a 4500 workforce.

Scunthorpe - over 1000 job losses in last two years.
Rotherham - over 1000 job losses in last two years.

Ebbw Vale - over 1000 job losses in last two years.

* Original and projected workforce unavailable for white-collar workers, these figures are within totals for the
three plants concerned. However, the 400 are additional to the other job losses in the table.
3 See footnote four, above.




2-4 Cockspur Street Tel 0171-2116302
London SW1Y 5DH Fax 0171-211 6249

www.culture.gov.uk chris.smith
@culture.gsi.gov.uk

Department for Culture, Media and Sport
From the Secretary of State

C00/29196/12018/mk

Rt Hon Paul Murphy MP

Secretary of State for Wales
Office of the Secretary of State for Wales

Gwydyr House
Whitehall

London
SW1A 2ER 0¥ March 2001

hu.-owL

MEMORANDUM OF EVIDENCE TO THE WELSH AFFAIRS COMMITTEE ON THE
PRIMARY LEGISLATIVE PROCESS AS IT AFFECTS WALES

Thank you for sending me a copy of your letter of 2 March to John Prescott
enclosing a copy of the Memorandum of Evidence to the Welsh Affairs Committee.

My officials have been consulted in the drafting of the Memorandum, and | note
that the Culture and Recreation Bill is correctly included in the list at Annex C. |
am content for you to send the Memorandum to the Committee.

| am sending a copy of this letter to the Prime Minister, Cabinet Ministers
consulted by the Welsh Affairs Committee, members of DP, and to Sir Richard

Wilson.
L“&M LIVEY

~

CHRIS SMITH

INVESTOR IN PEOPLE
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PRIME MINISTER

SECRETARY OF STATE FOR WALES

There has been speculation in the press, and some discussion in the

House, about the Government’s plans for the office of Secretary of State
for Wales. You will wish to consider whether you wish to react to this
debate, and if so, how. I would recommend you to say that you have no

current plans to amalgamate the post, and then make your policy clear

at the beginning of the election campaign.

2. The debate about the Government’s plans was prompted by an article
in last weekend’s Wales on Sunday, in which Mr Hague announced that a
Conservative Government would preserve the office but combine it with an
additional UK role within the Cabinet. He said that it was widely believed
that the Labour Party would abolish the office and create a new Ministry led
by a Secretary of State for the Union with responsibility in the Cabinet for
Scotland, Wales and the English Regions. The issue was picked up on
Tuesday by The Times and Western Mail.

3. Paul Murphy, during the Welsh Day debate on Monday, took the line
that Cabinet positions were a matter for the Prime Minister but that there
were no plans to change the position of Secretary of State for Wales, which
was based on the devolution settlement. I understand that he does,
however, expect this to be a lively issue within Wales during any election
campaign.

4. You and I have discussed the future of the territorial Secretary of State
offices a number of times over the last 18 months. At present there are no
plans to amalgamate the post after the Election as is being described in the
press. However, this possibility is still under consideration as an option for
the longer term.

Ref: A02001/599
RESTRICTED
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5. One option would be for you to make a statement now ruling out
amalgamation of the post of Secretary of State for Wales into a post of
Secretary of State for the Union after the Election. This would have the
advantage of shutting down the current debate. However, there is a great
deal of machinery of government speculation of this kind around at the
moment, and you might take the view that it would be unwise to set a
precedent of responding to such speculation. You would also wish to be
careful, if you did go down this route, to avoid closing off the option of
amalgamating the post at a later date.

6. Another option is clearly for you to say nothing at this stage. This
would though, allow press speculation to continue, and leaves Paul Murphy
in a difficult position.

v A third possibility would be to dismiss press speculation now by
holding the line that you have no current plans to amalgamate the post, and
then make your policy clear at the beginning of the election campaign. This
is the approach that I would recommend.

By

RICHARD WILSON
07 March 2001

Ref. A02001/599
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10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary 7 March 2001

Dear David
CORUS

The Prime Minister, Paul Murphy and Rhodri Morgan met union
representatives, Welsh MPs and Assembly Members in Swansea on 2 March to
discuss the planned closure by Corus of steel works in Wales. A full list of
attendees is attached.

Mick Leahy said he very much appreciated the efforts the Government was
making to try to save the steel industry in Wales and elsewhere. His fear was
that the announcements made by Corus were the beginning of the end for the
steel industry in the UK. The more he looked at the plans Corus had produced,
the more he was sure they did not stack up. It did not make sense to transport
steel from Teeside to Llanwern. The key now was to provide alternative plans
that made commercial sense. That would need both money and support from the
Government. But it was possible if the political will was there. In particular,
there was a need to get round the problems presented by the EU State Aid rules.
He said the intention was to discuss local level plans over the next few weeks
with Corus, with the overall strategy presented before 27 March.

Bob Shannon reported that all the local plans were now close to being
ready. There was a need to engage Corus in discussions about these plans and to
be completely open with the workforce. The timing of any announcements
would be crucial. But all the local plans would be commercially viable.

David Davies said he was grateful for all the support the Government and
the Assembly had provided. He believed that orders could and should remain at
Ebbw Vale. The local plan being drawn up would involve redundancies, but
would ensure the survival of the plant until the expected upturn in the steel
market in 12-18 months materialised.

Steve Cannon said there was no reason for Corus to shut the Ebbw Vale
plant. Following recent rationalisations, the plant was now operating profitably.

RESTRICTED - POLICY
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Closing it down would be disastrous for the local area where there were very few
well paid jobs. Llew Smith agreed. It would be a catastrophe for Blaenau Gwent
if the Ebbw Vale plant shut. There needed to be a greater spotlight put on Corus
and efforts stepped up to get them to change their plans. Peter Law said that
Ebbw Vale had one of the highest unemployment rates in Wales. The area had
not recovered since the last closures some 25 years ago. There was no
alternative industry in the vicinity, so the need to keep the steelworks alive was

very pressing indeed.

Jim Mullins reported on the position at Shotton. The plant there faced the
invidious position of not only losing some capacity, but also seeing the transfer of
some work from other plants in Wales. The plant for Shotton depended on
Llanwern staying open. There were some alternative employment opportunities
in the area, but very few paid the wages that Corus offered. Alan Howarth said
that if the closures went ahead, the costs to the Exchequer would be much greater
than the potential costs of any support package.

Summing up the discussion, the Prime Minister said that the pressure
should be kept up on Corus to rethink its plans. The Government would continue
to work with the unions to try to find an alternative solution. These plans needed
to be firmly grounded in commercial realities. Every effort would be made to
try to find a way round the state aids problems that had been identified. He said
the Government was developing retraining and regeneration packages for the
areas affected should Corus not be persuaded to alter its plans. But there was no
weakening of the resolve to try to find a better solution. The local level plans
should be given every chance of succeeding.

I am copying this letter to Simon Morris (Wales Office), Lawrence
Conway (Office of the First Minister, National Assembly for Wales), Mark
Bowman (HMT), Nicola Willey (DETR), Kevin Rennie (DfEE), Paul Britton and
Richard Abel (Cabinet Office).

Yours ever
SIMON VIRLEY

David Snell
DTI

RESTRICTED - POLICY
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ATTENDEES AT STEEL MEETING,
FRIDAY 2 MARCH 2001

Prime Minister
Paul Murphy
Rhodri Morgan

MPs/AMs

Llanwern

MP: Alan Howarth
AM: John Griffiths
Ebbw Vale

MP: Llew Smith

AM: Peter Law
Gorseinon

AM: Edwina Hart
Shotton

AM: Tom Middlehurst

Unions

ISTC

Michael Leahy, National Officer
Kieran Bender (Llanwern)

Jim Mullins (Shotton)

Vernon Lewis (Ebbw Vale)
AEEU

Bob Shannon, National Officer
Shaun Corten (Llanwern)

David Davies (Ebbw Vale)
Charles Radcliffe (Steel Industry Managers Association)
T&G

Randall England, National Officer
Eddie Lang (Ebbw Vale)

Steve Cannon (Bryngwyn)
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~ FROM THE RT HON HILARY ARMSTRONG MP
MINISTER FOR LOCAL GOVERNMENT AND THE REGIONS

, D E I R DEPARTMENT OF THE ENVIRONMENT

ENVIRONMENT TRANSPORT AND THE REGIONS
TRANSPORT
REGIONS ELAND HOUSE

BRESSENDEN PLACE
LonpoN SWIE 5DU

The Rt Hon John Prescott MP s

Deputy Prime Minister and Secretary of ;i; %22?) 7941 i 489

State for the Environment, Transport and E-Mail: hilary_armstrong@detr.gsi.gov.uk
the Regions

Eland House

Bressenden Place

LONDON WWW.DETR.GOV.UK

SWIE 5DU

OUR REF: IDC 48/01

- 6 MAR 2001

CHILDREN’S COMMISSIONER FOR WALES BILL

I have seen Paul Murphy’s letter of 23 February to you seeking a Government amendment to

this Bill, so as to forestall an Opposition amendment which he feels might be carried in the
Lords.

The effect of either amendment would be to empower the Children’s Commissioner for Wales to
make representations on any matter affecting the rights or welfare of children in Wales, whether or
not it is within the National Assembly’s devolved responsibilities. Under the Opposition
amendment, tabled by Lord Roberts of Conwy and Baroness Hanham, the Commissioner would be
able to make representations to the Secretary of State or any statutory body. Paul is proposing that
he should only have the power to make representations to the National Assembly. The Assembly
already has a power to make representations about any matter affecting Wales.

You will recall that we supported the principles behind this Bill, but were concerned to restrict the
Commissioner’s review powers to the Assembly itself and other bodies for which it had devolved
responsibility in Wales. This proposal would appear to depart from that policy; however a power
to make representations falls far short of a power to investigate a Government Department or a
non-devolved public body. Paul’s alternative amendment would ensure that the Commissioner
remained responsible to the Assembly and for matters affecting Wales. It would not require an
extension of the Assembly’s own powers.

I therefore believe we can support the amendment proposed by Paul Murphy.
Paul also mentions three further technical amendments for which he seeks clearance. I do not

think these raise any issues for this Department, and would not have any difficulty in agreeing to
these.

&'




I am copying this letter to the Prime Minister, members of LP and HS Committees and Sir Richard
Wilson.

HILARY ARMSTRONG
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The Rt Hon Paul Murphy MP
Secretary of State for Wales
Gwydyr House

Whitehall

London SW1A 2ER

S March 2001
Dear @OMQ )

CHILDREN’S COMMISSIONER FOR WALES BILL

~N

You wrote to the Deputy Prime Minister on the 23™ February secking agreement to a
Govcernment amendment to the above Bill.

I support your proposed amendment and, if necessary as a fallback, the amendment tabled by
Lord Roberts and Lady Hanham. I also agree to the three technical amendments.

I should, however, make it clear that the Commissioner cannot intervene in the decisions of
the courts or the Legal Services Commission. It may be that the only significance of the
amendments is that the Commissioner may have the right to make representations to the
Legal Services Commission in the granting/refusing of public funding.

I am copying this letter to the Prime Minister, members of LP and HS and Sir Richard
Wilson.

Yours L)/ ,
M >
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CHILDREN’S COMMISSIONER FOR WALES BILL

I have seen a copy of Paul Murphy’s letter of 23 February to you. I am writing to give
Paul LP approval to prepare the amendments and then discuss the way forward with
Denis Carter.

Paul sought approval for an amendment to the Children’s Commission for Wales Bill to
widen the scope of the Commissioner’s powers to allow him to make representations on non-
devolved matters, for example youth justice and welfare benefits. He also sought approval
for three ‘tidying up’ amendments, which might prove necessary to ensure the Bill had its
intended effect.

I am satisfied that the business management case for these amendments is well made. The
Bill is likely to have a difficult passage in the Lords without some concession on this issue. I
can therefore give Paul LP approval to prepare and draft the amendments for Committee
stage, but he should on no account table the amendments without prior consultation with the
Government Whips Office in the Lords.

I am copying this letter to the Prime Minister, members of HS and LP Committees, and to Sir
Richard Wilson and First Parliamentary Counsel.
Ragends

Dosapt

MARGARET BECKETT

The Rt Hon John Prescott MP
Deputy Prime Minister and Secretary of State for
Environment, Transport and the Regions
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London SWI1A 2ER

Dear Deputy Prime Minister

MEMORANDUM OF EVIDENCE TO THE WELSH AFFAIRS
COMMITTEE ON THE PRIMARY LEGISLATIVE PROCESS AS IT
AFFECTS WALES

To seek your agreement to the issuing of the attached memorandum of
evidence to the Welsh Affairs Committee on the primary legislative
process as it affects Wales. Colleagues will have seen the Chairman of
the Committee’s letter of 7" February. I regret that I must ask for
colleagues’ agreement BY MONDAY 12™ MARCH.

The Committee’s request for memoranda on this subject follows on from its
announcement that it will be conducting an inquiry into the “way in which
Welsh interests, including the interests of the National Assembly, are taken
into account in the drafting of primary legislation and its passage through
Parliament”.

Although the Committee has written to Ministers in all of the departments
listed at Annex A to this letter, it has been agreed on advice from Cabinet
Office Constitution Secretariat that I should issue a single Government
response. This approach has been agreed with the Clerk to the Committee.

The draft memorandum has been agreed by officials through the DP(O) net.




I apologise to colleagues for the exceptionally short turn-around. The Welsh
Affairs Committee set a deadline of four weeks and there has been a
considerable amount of work involved in drafting and co-ordinating
responses from other departments.

[ am copying this letter to the Prime Minister, Cabinet Ministers consulted by
the Welsh Affairs Committee, members of DP and Sir Richard Wilson.

Yours sincerely
gl o p
SPk loks,

Dictated by the Secretary of State
And signed in his absence

Rt Hon John Prescott
Deputy Prime Minister
Department of the Environment, Transport and the Regions

Eland House
Bressenden Place
London SWI1E 5DU




Annex A

LIST OF DEPARTMENTS CONSULTED BY THE WELSH AFFAIRS
COMMITTEE

Department of the Environment, Transport and the Regions

Department of Trade and Industry

Home Office

Cabinet Office

Foreign and Commonwealth Office

Lord Chancellor’s Department

Department for Education and Employment
Department of Health

Department of Culture, Media and Sport
Ministry of Agriculture, Fisheries and Food
Ministry of Defence

HM Treasury

Department for International Development

Department of Social Security
Wales Office




Introduction

11,

The Government's White Paper A Voice for Wales (Cm 3718) stated:

“Parliament will continue to be the principal law maker for
Wales. The Assembly will need to establish a close
partnership with Members of Parliament representing
Welsh constituencies. They will continue to be involved in

considering new legislation that applies to Wales....”
(Paragraph 3.37)

The Paper went on to say:

“The Government’s proposals will allow the Assembly to
seek to influence legislation which is being considered at
Westminster.” (Paragraph 3.38)

The Secretary of State for Wales is under a duty to consult the
Assembly on the Government'’s legislative programme (see paragraph
3.3 below). Beyond this, the Memorandum of Understanding between
the UK Government, Scottish Ministers, the Cabinet of the National
Assembly for Wales and the Northern Ireland Executive Committee
(Cm 4806, July 2000) commits all four administrations to the principle
of good communication with each other, especially where one
administration's work may have some bearing upon the responsibilities
of another administration. This commitment applies to legislative
proposals just as it does to other proposals for action. To that end, the
Government has undertaken to consult the Assembly Cabinet at an
early stage on all relevant proposals for primary legislation.

In addition, the Joint Ministerial Committee(at its first plenary meeting
in September 2000) recognised specifically the importance of
management of the relationship between the respective UK and
devolved legislative programmes. The Committee stressed the
importance of early sharing of information between administrations and
consultation on policy options and common interests as envisaged in
the Memorandum of Understanding, so that any problems are
identified and addressed as early as possible.

Two Cabinet Office guidance notes (part of a wider suite of Devolution
Guidance Notes, available on the Cabinet Office Web Site at
www.cabinet-office.gov.uk/constitution) provide advice for UK
Government departments on giving effect to these commitments:

o Primary Legislation Affecting Wales (DGN 9); and
“ The Role of the Secretary of State for Wales (DGN 4).

Copies of these two Guidance Notes are attached at Annexes A and B
respectively.




THE PRIMARY LEGISLATIVE PROCESS AS IT
AFFECTS WALES

A MEMORANDUM OF EVIDENCE BY THE
GOVERNMENT TO THE WELSH AFFAIRS COMMITTEE

PRESENTED BY THE RT HON PAUL MURPHY MP
SECRETARY OF STATE FOR WALES




How and at what stage in the drafting process, is it
determined whether or not a proposed piece of legislation is
likely to impinge on the interests of the Assembly?

2.1

As stated in DGN 9 (see above), the UK Government, through the lead
UK department, should consult the Assembly Cabinet at an early stage
on the development of legislative proposals, in order to identify the
level of interest for the Assembly and to ensure that the Bill is handled
properly in relation to Wales. In all but a few exceptional cases, such
as on Bills relating to certain aspects of the Budget, the Assembly
Cabinet should always be consulted on Bills which:

e confer new functions on the Assembly
e alter the Assembly’s existing functions; or

» otherwise affect areas which are the responsibility of the Assembly,
including where the Assembly will be responsible for implementation
in Wales, though policy control remains with the UK Government.

This ensures that the Assembly Cabinet and officials are consulted
before on relevant Bills before they are included in the Government's
legislative programme.

In practice, departments often find it helpful to consult the Assembly
Cabinet on other Bills, although as the guidance makes clear, there is
no absolute requirement to do so. Likewise, the Assembly Cabinet
may wish to make representations about such Bills.

Where necessary, officials of the lead department seek advice from the
Wales Office in determining when and how they should consult
Assembly officials and the Assembly Cabinet.

How and at what stage in the drafting process, are the views
of the Assembly sought? In what proportion of Bills
introduced since devolution have the views of the Assembly
been formally sought?

1.

As set out at paragraph 2.1, the lead department consults the
Assembly Cabinet and Assembly officials at an early stage on all
relevant legislative proposals and consultation continues throughout
the drafting process. The Assembly Cabinet and officials are always
consulted on the content of relevant Bills before they are included in
the Government’s programme.




3.2.  line with existing guidance, when clearing policy or seeking views on
relevant proposals, a UK Minister will write to the relevant Assembly
Cabinet Minister at the same time as he or she writes to UK Cabinet
colleagues. This ensures that the views of the Assembly Cabinet will
be taken into account when finalising proposals.

Section 31 of the Government of Wales Act places a duty on the
Secretary of State for Wales to consult the full Assembly after the
beginning of each session on the legislative programme and on non-
programme Bills for introduction subsequently (unless this consultation
is made inappropriate by the content of the Bill). The Assembly as a
body corporate has therefore been consulted on all Bills introduced
since devolution.

How and at what stage in the drafting process are the views of
the Wales Office sought?

4.1. The Secretary of State for Wales is consulted on all proposals for
primary legislation through two specific and formal routes:

4.2. The Secretary of State and the Parliamentary Under Secretary of State
between them sit on the majority of cabinet policy committees.
Through their membership of these committees they are consulted on

the proposed policy content of all relevant Bills. They are also
consulted on any Government policy changes which might result in
amendments to the Bills during their passage through Parliament.

The Secretary of State also sits on the Cabinet Committee on the
Legislative Programme which considers Bills for inclusion in the
Government’s programme.

As described at paragraph 2.3, Wales Office officials are often
consulted early by the lead Department for advice on what consultation
with the Assembly Cabinet is required.

Wales Office Ministers will wish to be supported in their role of
representing Wales in the Cabinet and during the passage of Welsh
clauses through the House. They will wish to be content that adequate
consideration has been given to the arrangements for Wales in the
drafting of all Government Bills. For this reason, the lead department
makes Wales Office officials aware of any consultation with the
Assembly Cabinet or officials. Existing guidance requires that the
Secretary of State be copied into any formal letters of consultation sent
to the First Minister, such as described at paragraph 3.2.




On what principles is it decided whether to give functions to
the Assembly or to provide the Assembly with powers of
secondary legislation? How are these principles established?

5.1.  The White Paper A Voice for Wales stated that:

“The Government will consider, in drafting each Bill that it
introduces into Parliament, which of the new powers it
contains should be exercised in Wales... As a general
principle, the Government expects Bills that confer new
powers and relate to the Assembly’s functions, such as
education, health and housing, will provide for the powers
to be exercised separately and differently in Wales; and to
be exercised by the Assembly.” (Paragraph 3.39)

Clearly, the precise powers to be conferred on the Assembly will
depend on the nature of the policy which the legislation is intended to
implement. An important consideration will be the extent to which
existing functions in that area are already transferred.

Moreover, as already explained, the Assembly Cabinet and Assembly
officials are consulted early on in the drafting process and as part of
their input to the process will often make proposals to the lead
department on the nature and extent of powers and functions to be
given to the Assembly.

Provision for powers to be exercised differently by the Assembly

5.4.  Although powers given to the Assembly will often reflect the parallel
powers given to a Minister of the Crown in respect of England, they
may also differ in a number of respects. Parliamentary procedures will
be disapplied for the Assembly and the Assembly may also be given
more flexibility to develop its own policy within the scope of the Bill.

For example the majority of the proposals in the Learning and Skills
Act made separate provision for England and Wales. This included
the creation of two separate funding councils for England and Wales
with broadly similar powers, duties and functions, and a similar role for
the Assembly in Wales and the Secretary of State in England in
relation to these councils. The separate Welsh clauses also gave the
Assembly the opportunity to implement other Education and Training
Action Plan proposals and to develop a distinctive and separate youth
service in Wales.

In the case of the Care Standards Act, provision was made for the
Commission for Care Standards in Wales to be part of the Assembly
rather than a sponsored body, as for England. Most significantly, the
Act provided for a Children’s Commissioner for Wales, resulting in
powers for the Assembly which are not paralleled by powers of the




Secretary of State in England. The inclusion of this amendment paved
the way for the first Wales-only bill after devolution.

A list of the Acts passed and Bills introduced since devolution which
contain Welsh clauses (that is, clauses making different provision for
Wales) is provided at Annex C to this memorandum.

Powers to make secondary legislation

5.9. As a general rule, powers to make secondary legislation in Wales are
conferred on the Assembly where the Bill confers a parallel power for
England on UK Government Ministers. The key exception is where the
powers allow amendment of primary legislation. Since as part of the
devolution settlement Westminster continues to be the principal law
maker for Wales, the Government believes it is generally inappropriate
for the Assembly to exercise widely drawn powers to amend primary
legislation through secondary legislation (so-called “Henry VIII”
powers).

. This principle has been applied, for example, in the preparation of the
Regulatory Reform Bill, where the Assembly will not have powers to
make Regulatory Reform Orders. Similarly, some of the powers to
amend primary legislation given in the Local Government Act 2000
were thought too broad to be conferred on the Assembly. But in both
cases the legislation provides safeguards for the Assembly’s position.

Less widely drawn powers to amend primary legislation have been
granted to the Assembly in certain cases, for example, to allow the
Assembly to make transitional and implementing arrangements when
bringing the legislation into force in Wales. The Transport Act 2000
granted the Assembly such consequential powers.

To what extent does practice vary significantly between
Departments?

6.1. The Government'’s intention is that all Departments adhere to central
practice in ensuring that the interests of Wales are properly reflected in
primary legislation. However, the Joint Ministerial Committee
recognised at its meeting in September that the new arrangements
following devolution had been mixed, but this was understandable
given the scale of the changes following devolution and the inevitable
learning period as all sides familiarised themselves with the new
arrangements.

As stated above, guidance provides that all departments consult the
Assembly Cabinet at an early stage to ensure that Welsh interests are
fully accounted for. Thereafter, however, handling will depend to a
large extent on the specific nature of the policy which the legislation is
intended to implement.




How does practice for Wales compare with legislation on non-
devolved matters for Scotland?

7.1

In practice, whether the Government is considering legislating on non-
devolved matters for Scotland or Wales, as a matter of course the lead
Government department consults the relevant devolved administration
in line with the commitments in the Memorandum of Understanding,
particularly in respect of any impact that the legislation might have on
the responsibilities of that administration.

The precise nature of this consultation will of course vary widely
according to the subjects that are covered by the proposed legislation.
Differing practices between consultation with Scotland and with Wales
should also be expected owing to the considerable difference between
the two devolution settlements.

Wales Office (March 2001)




Annex A
DEVOLUTION GUIDANCE NOTE 9:
POST-DEVOLUTION PRIMARY LEGISLATION AFFECTING WALES

Introduction

1. This note sets out guidance for UK Government Departments on
consulting the Cabinet of the National Assembly for Wales on new
legislation affecting the Assembly’s responsibilities. The UK Government
has agreed with the Cabinet of the National Assembly that they will
normally consult each other from an early stage on the development of
relevant legislative proposals, in confidence where necessary. (See
Devolution Guidance Note 1, which should be separately read if you are
unfamiliar with it, in particular paragraphs 5.3 to 5.6). This means that the
Assembly Cabinet should always be consulted on Bills which:

confer new functions on the Assembly;

alter the Assembly’s existing functions (including legislation on,
for instance, freedom of information, which would affect the
overall discharge of its duties and those of public bodies for
which it is responsible); or

otherwise affect areas which are the responsibility of the
Assembly, including where it will be responsible for
implementation in Wales, though policy control remains with the
UK Government.

Departments should make clear when information is being passed in
confidence.

There is no absolute need to consult the Assembly Cabinet on other Bills,
although departments might find this useful in some circumstances and
the Assembly Cabinet might likewise wish to make representations about
such matters itself.

2. The purpose of this guidance is to facilitate the efficient conduct by the UK
Government of its legislative business. Disagreements are an impediment
to that and it is in the Government’s interests that potential disagreements
are identified as early as possible through consultation. Potential points of
disagreement with the Cabinet of the National Assembly should be fully
explored and wherever possible resolved before legislation is introduced
or, in the case of Bills which are advance drafted, before Bills are
published. Departments will be expected therefore to make every effort to
ensure that the Legislative Programme Committee (LP) is fully aware of
any potential difficulties which might be material to their decisions.

3. Consistently with the separation of functions between LP on the one hand
and policy committees, such as EA (Economic Affairs) and HS (Health and
Social Affairs), on the other, this note is not concerned with the process by
which the Assembly Cabinet is consulted about policy. Arrangements for
this are set out in the Memorandum of Understanding, the agreement on
Common Working Arrangements (Devolution Guidance Note 1) and the




. various bilateral concordats between Departments and their counterparts
in the Assembly.

Government of Wales Act

4. Section 31 of the Government of Wales Act 1998 places a duty on the
Secretary of State for Wales to consult the Assembly after the beginning
of each Session on the legislative programme and on non-programme
Bills agreed for introduction subsequently (unless there are considerations
relating to the Bill which make such consultation inappropriate). The duty
includes one of personal attendance by the Secretary of State for Wales. It
will provide an opportunity to consider the content of individual Bills, in
addition to the Government's choice of priorities. More guidance on the
role of the Secretary of State for Wales, including the role in relation to
primary legislation, is given in Devolution Guidance Note 4.

Government Bills - LP

5. There may need to be consultation with the Assembly Cabinet on a
proposed Bill during or prior to consideration by LP of the content of the
legislative programme. In many cases, such consultation will occur
naturally, at the same time as consultation takes place on policy content.
Where that is not the case, Departments should consider alternative
means of obtaining the Assembly Cabinet’s views, to feed into their
thinking about the priorities which they would put to LP. Where the
possibility of particular legislation has not been publicly announced,
information going to the Assembly Cabinet should be passed in
confidence. It will be a matter for agreement whether, and to what extent,
confidentiality must constrain wider consultation by the Assembly Cabinet
and in no circumstances will the Assembly Cabinet circulate or allude to
Bill material without the consent of the lead Department — such
agreement, if reached, may depend on the duty of confidentiality
extending to any other bodies consulted by the Assembly Cabinet.
Additional guidance on confidentiality is given in Part 10of the
Memorandum of Understanding - paragraph 11, agreed between the UK
Government and the devolved administrations.

6. Consultation with the Assembly Cabinet can be facilitated if departments
ensure that Bill material deals accurately with the Assembly and
addresses certain common features of the devolution settlement. The
annex to this note lists some of the main aspects of this. While this is not
prescriptive, and is no substitute for detailed discussions, it should ensure
that such discussions can focus on any substantive sticking points and are
not dominated by relatively minor and technical matters.

Preparation of Bills and Submission to LP

7. The essential requirement is that by the time proposals to introduce
legislation reach LP, all devolution-related issues are to have been
addressed and so far as possible resolved (significant unresolved issues
may affect LP’s view of the readiness of the Bill for introduction). Papers
for LP must contain a statement to that effect. In addition papers to LP
should:




explain any provision proposed in respect of Wales which differs
from the provision proposed for England or the rest of the UK;

identify any exception to the general rule that a new function
created by the Bill will pass to the Assembly in cases where it
already exercises similar functions within that subject area and
identify the policy clearance for that decision;

identify any change to the existing functions of the Assembly,
including any new function being vested in the Assembly which

might raise issues of general principle, and the policy clearance
for the change; and

confirm that the Assembly Cabinet has been consulted on the
draft clauses as necessary (including commencement and other
transitional provisions), summarise the Assembly Cabinet’s view
and indicate whether DP or the Joint Ministerial Committee are
likely to become involved (either in correspondence or through a
meeting)

8. There should, in addition to any earlier policy discussions, also be
consultation with the Assembly Cabinet as part of the process of
formulating instructions to Parliamentary Counsel, where these touch on
the Assembly’s responsibilities, so that their interests are understood from
the outset and any dispute resolution process undertaken in good time.

Pre-Legislative Draft Bills

9. The procedures described above should also be followed for Bills being
published in draft.

Private Members’ Bills

10. The same procedures should be followed for Government Hand-out Bills
as for Bills in the main programme. For other Private Members’ Bills, if the
Government intends to support the Bill, the Assembly Cabinet should
likewise be consulted on any matters which affect the Assembly’s
responsibilities. It is not absolutely necessary to inform the Assembly if it is
clear that the Government cannot support a Private Members’ Bill.
However it will frequently be helpful for officials in Wales to be aware of
this if the Bill covers functions which are the responsibility of the National
Assembly.

Constitution Secretariat, Cabinet Office
January 2001

The Annex to this Guidance Note, which deals with technical points on constructing references to the
Assembly in primary legislation, can be viewed on the Cabinet Office devolution website at:
http://www.cabinet-office.gov.uk/constitution/devolution




Annex B
DEVOLUTION GUIDANCE NOTE 4:
THE ROLE OF THE SECRETARY OF STATE FOR WALES

1. From 1 July most of the functions of the Secretary of State for Wales and
all but 30 of his staff transferred to the National Assembly for Wales.
Primary legislation for Wales remains with Westminster, so it is not

possible to distinguish between reserved and devolved matters as it is for
Scotland. However, as the Secretary of State has no programme budget,

it can safely be assumed that all implementation of policy in Wales which
does not remain with a UK Department is a matter for the Assembly.

2. The new role of the Secretary of State for Wales is:
to act as guardian of the devolution settlement in Wales

to ensure that the interests of Wales are fully taken into
account by the UK Government in making decisions
which will have effect in Wales

to represent the UK Government in Wales

This note considers some of the implications of that role for other
Departments.

Guardian of the devolution settlement

3. This does not mean that the Secretary of State is a channel of
communication between the UK Government and the Assembly. Normally
Departments should deal with the Assembly direct. The Secretary of State
and his Department will:

give advice on the handling of business in the light of
devolution;

act as honest broker should there be any dispute
between the Assembly and Whitehall or Westminster;

explain the nature and consequences of devolution to the
Assembly on behalf of the UK Government.

4. It would be helpful if Departments would copy to the Secretary of State or
his Department all correspondence between Ministers and Assembly
Secretaries and between senior officials.

Voice of Wales in the Cabinet

5. The Secretary of State for Wales will speak for Wales in the UK Cabinet
and will ensure that decisions are taken with full regard to any matters
where Wales has particular interests or concerns. He will not be a
mouthpiece for the Assembly but he will need to know the views of the
Assembly Cabinet before deciding his own line. This is particularly
important in relation to proposals for primary legislation that affect Wales.




' 6. Bearing this is mind, it is essential if there is to be no delay in reaching
decisions that Assembly officials and the Assembly Cabinet are consulted
at an early stage in the development of policy. Any necessary consultation
of Assembly members must, of course, wait until the proposals are made
public.

7. Colleagues are asked therefore:

that officials should take soundings of Assembly officials
as soon as possible. If these indicate that there may be

clauses in the legislation dealing specifically with Wales

or particular issues relating to Wales, officials in the

Secretary of State’s Department should be alerted.

that whenever possible the relevant Assembly Secretary
should be asked for his or her views on a proposal at the
same time as policy clearance is sought from Cabinet
colleagues. It would not be appropriate for the Assembly
Cabinet to be aware of internal UK Cabinet discussions,
so the most useful way of achieving this is to write to the
Assembly Secretary in similar terms asking for comments
rather than agreement. However, in setting deadlines,
colleagues should recognise that the Secretary of State
for Wales will wish to know the Assembly’s view before
writing himself, whether or not he supports that view.

While this is particularly important for proposals for primary legislation, the

principle should be applied to any Government initiative that affects
Wales.

8. None of this affects the Secretary of State’'s duty under the Government of
Wales Act 1998 to consult the Assembly on the Government'’s legislative
programme. This clearly means consultation with Assembly Members and
will be carried out in a formal and public way. However if there has been
adequate consultation with the Assembly Cabinet, the consultation with
the Assembly as a whole is less likely to raise issues which have to be
addressed during the passage of legislation.

. It will be the responsibility of the Secretary of State to steer through
Parliament any clauses in legislation relating solely to Wales. Such
clauses will have been included at the request of the Assembly, with the
agreement of the lead Minister, the Secretary of State and Cabinet
colleagues. However, the Secretary of State will not be in a position to
draft instructions to Counsel; that will be for the lead Department’s Bill
team after consultation with Assembly officials and lawyers. It would not
be appropriate for Parliamentary Counsel to take instructions direct from
Assembly lawyers.

10. During the passage of a Bill through Parliament, the Secretary of State’s
officials will commission appropriate support; this could be from the
Assembly or from the lead Department. It should be noted that with one
junior Minister and an interest in most Bills, the Secretary of State’s




' Department will need to look for flexibility in membership of standing
Committees.

Voice of the UK Government in Wales

11. With the agreement of colleagues, the Secretary of State has always
presented the UK Government'’s policy on matters that are of significance
to Wales even if lead responsibility is formally with one of his colleagues.
This should remain the case for issues which have not been devolved but
in which the Assembly has a strong interest either because matters which
are its responsibility are affected by UK Government actions — e.g.
negotiations with Europe on the Assisted Areas map, Structural Funds
and the CAP - or because it has responsibility for implementing all or part
of UK policies — e.g. New Deal and Social Inclusion.

12. If colleagues are making announcements on non-devolved matters which
will have a major effect in Wales, they should consider how the Secretary
of State for Wales should present the policy in Wales. There are various
possibilities:

Joint announcements/consultations. If this is appropriate,
the timetable must allow for them to be bi-lingual in
Wales.

The Secretary of State for Wales formally to consult the
Assembly on behalf of the UK Government by sending
them the document prepared by the lead Department.

The Secretary of State to make a parallel announcement
to the Welsh media focusing on the effect in Wales. Once
again, there must be sufficient warning for this to be bi-
lingual, but translation of a press notice does not take
long.

13. Colleagues should also be aware that, while Assembly officials are able to
give the Secretary of State factual briefing under the concordat with his
Department, they are not in a position to give him the UK Government line
to take. Officials from his Department will need to call on colleagues for
this more frequently than in the past in a variety of circumstances, such as
parliamentary questions, speeches, briefing for meetings, replies to MPs
and members of the public etc.

Wales Office (September 1999)




Annex C

ACTS PASSED AND BILLS INTRODUCED SINCE DEVOLUTION WHICH
CONTAIN WELSH CLAUSES

1999-00

Care Standards Act 2000

Local Government Act 2000

Learning and Skills Act 2000

Transport Act 2000

Countryside and Rights of Way Act 2000
Freedom of Information Act 2000

Electronic Communications Act 2000
Government Resource and Accounts Act 2000

Political Parties, Elections and Referendums Act 2000

2000-01

Children’s Commissioner for Wales Bill

Special Educational Needs and Disability Bill

Culture and Recreation Bill
Commonhold and Leasehold Reform Bill
Homes Bill

Health and Social Care Bill

Regulatory Reform Bill
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gAY
Richmond House 79 Whitehall London SW1A 2NS Telephone 0171 210 3000
From the Secretary of State for Health

IMC: 16350

The Rt Hon Paul Murphy MP
Wales Office

Gwydyr House

Whitehall

London

SW1A 2ER
? Q March 2001

CHILDREN'S COMMISSIONER FOR WALES BILL

| was grateful to be copied in-to your-letter-to-the Deputy Prime- Ministor
about the above matter. | was concerned to hear that the Bill is facing
the possibility of a defeat in the House of Lords.

You have asked for a an amendment to give the Commissioner the
specific power to make representations on any matter affecting children in
Wales, including matters that do not fall within the National Assembly for
Wales's devolved fields of responsibility. In order to avoid a defeat | am
prepared to agree to an amendment empowering the Commissioner to
consider and make representations only to the Assembly about any matter
affecting children in Wales.

| would not be able to agree to the Commissioner being empowered to
make representations to whomsoever he considers it to be appropriate to
do so, including Government Departments. As the Assembly is already
entitled to make such representations on non-devolved matters a route for
communicating the Welsh Commissioner’s concerns on non-devolved
matters already exists in law.

| am copying this letter to membegfs of HS and LP.

ALAN MILBURN /

SV020304
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G

ST DAVID’S DAY BANK HOLIDAY

This letter gives you HS clearance to proceed as proposed in your letter to me

‘of 19 February, subject to the views of colleagues recorded below.

You sought agreement to send a letter to the National Assembly for Wales
explaining that the Government is undertaking a Regulatory Impact Assessment
(RIA) on the exchange for a present bank holiday to a St David’s Day Bank Holiday
in Wales. You noted that the letter you would send would make clear that
undertaking such an RIA did not commit the UK Government to agree the proposal.

You received replies from Mo Mowlam, Stephen Byers, Hilary Armstrong, Jack
Straw and Helen Liddell.

Helen and Hilary were content. Mo was content. She said that her officials in the
Regulatory Impact Unit were ready to offer advice on preparing the RIA. Stephen
was content. He said that it should also be made clear to the Assembly that the
Government would not, under any circumstances, consider the creation of an
additional Bank Holiday on St David’s Day. Jack was content. He said that it should
be made clear from the outset that both a new bank holiday on St David’s Day
would have to be substituted for one existing bank holiday in Wales, and that
undertaking the RIA did not commit the Government to agree to the proposal. -
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. . 1 am copying this letter to the Prime Minister, members of HS Committee, Melanie
Johnson and Sir Richard Wilson.

JOHN PRESCOTT
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From:

Helen Fleming

Economic & Domestic Secretariat
Room 417A, 70 Whitehall

Tel: 270 0306

Fax: 270 0057

To: Copies:

Bernadette Kelly, DTI Simon Virley, No 10
Tom Scholar, HMT
Mike Wardle, DfEE
Cherie Jones, WO
Lucy Makinson, HMT
Dan Jefferson, DfEE
Rose Stewart, NAW
Geoffrey Norris
Suma Chakrabarti
Richard Abel
Paul Britton
Chris Wood

28 February, 2001

DISCUSSION OF TRAINING PACKAGE WITH CORUS UNIONS

Officials met representatives from the Corus unions today to discuss a possible
training package for Corus employees. Our understanding of the union
proposals has improved although we still have no clear idea of their cost. We
have agreed to keep working together on the proposals, including checking the
legality of some of the measures, and to meet again soon. However, the unions
are not convinced that this measure, if agreed, will be enough to halt Corus
closures: they think the Government will need to offer a real financial incentive

to accept the scheme.

Detail

2. Officials from Cabinet Office, DTI, DfEE, Wales Office, National Assembly for
Wales and Government Offices for the North East and Yorkshire and Humberside
met representatives of the ISTC, AEEU, SIMA and TGWU. The unions will meet

Corus on 27 March to put forward their proposals. They want to have a package

that has been agreed with Government, and is ready to put into action, by that
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. date. We discussed the proposal from the ISTC that they hope would stop the full

closure of any plant and any compulsory redundancies by Corus by:

e temporarily — and in some cases permanently — cutting production levels at
the affected plants and continuing to run plants at e.g. half current levels of
production (in the expectation that production will need to pick up when
trading conditions change)
use European Social Fund (ESF) money to retrain those employees still

being paid but engaged in full-time production.

3. The number of employees affected would depend on how many individuals chose
to take voluntary redundancy, but the ISTC forecast is for 4,500 Corus employees
plus 2,500 employees of contractors to be trained over a two year period. The
objective is to develop training plans on a plant-by-plant basis to reflect local
labour market conditions. No detailed work has yet been done on this (although
ISTC developed a model proposal last year on the training needed to give steel-
workers the skills to work in administration). There is therefore no basis for

assessing the costs of the proposal at present.

. Further contact between officials in DfEE responsible for policy on ESF and the
ISTC to pursue this idea is planned. ESF and other public funding would
normally only be available for the retraining element of the package. At the
meeting we discussed whether it would be possible for Government to help fund
the wage costs of keeping individuals on the books. This seems unlikely given

ESF rules, but DfEE officials are checking this point with the Commission.

. Applications for ESF are normally made at regional level, via the Government
Offices and the National Assembly for Wales. The ISTC is keen to see this
process centralised so that decisions on funding are not left to multiple regional
bodies who do not see the national importance of the scheme. In principle it
would be possible to centralise the process for the GOs in England. The system in
Wales would remain separate. DfEE is now considering options for using ESF to
support Corus employees in the English regions. Under any of these options DfEE

will need to get the agreement of the national and regional partnerships charged
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with overseeing the delivery of ESF under the EU Regulations governing the

Structural Funds.

The unions also raised the proposal that the Government might give Corus support
for keeping on employees under a short-time working system. DTI officials have
already considered this point and advise that this is highly likely to breach the
steel aid code. However, they will recheck this point in the light of the capacity-

cutting that we now understand would occur under the ISTC proposals.

If we can agree a training package that meets the unions concerns, the question
remains of how to persuade Corus to accept it. The ISTC’s view is that the
Government should provide a financial incentive for them to do so. DTI and
NAW officials have already looked at all the options for doing this (I attach at
Annex A a list of possible measures). The room for manoeuvre, given the
constraints of the steel aid code, is extremely limited. Officials are looking again

at this, but they are unlikely to find a new way to support the company.

Officials will meet the unions again soon to develop the retraining proposal and
report back on the consideration they have given to the legal issues mentioned
above. The objective is to agree an approach before the unions/Corus meeting on

27 March.

Helen Fleming




ANNEX A

POSSIBLE SUPPORT FOR CORUS

Measure

Potential level of support
(£m)

Comments

Business rates — reduced
valuations

Up to £12m in rebates and
up to £20m reduction over
5 years on current bills at
Port Talbot and Llanwern.
Overall rate bill at Port
Talbot and Llanwern
around £15m per annum

NAW are working with Corus in
Wales and the Valuation Office
Agency to help facilitate early
resolution of an appeal by the
company in Wales. While business
rates are clearly a matter for the
Valuation Office if there are similar
issues in England HMG would be
willing to offer similar facilitation
support

Training & Development

£2.4m in Wales.

? in England

Initial approach to the European
Commission on the principle of
generic funding for training has not
been encouraging because training
aid not on list of permissible aid
within the Steel Aid Code.
However, NAW/DTI willing to
pursue this matter with the
Commission to try and achieve a
positive outcome.

If Commission approval could be
achieved it may be possible, in
principle, to secure similar funding
from local delivery agencies in
England subject to discussion and
availability of funding

Research & Development

Up to £3m in Wales for
Multi-materials Centre
Project.

Possible funding for
National Metals Centre of
Excellence, if there is
industry support for such a
concept, which would
complement work
undertaken by metals
companies in the UK to
enhance their
competitiveness. Too

The Multi-materials Centre Project
in Wales is at an early stage and
funding has not yet been finalised.
DTI funding feasibility study for
national metals centre of excellence.
Results will be known in February.
Depending on final outcome,
possibility of funding from DTI and
other agencies to help create centre
(and provide pump priming funding
in early years). Any centre could be
networked with a facility in Wales
as appropriate

' To avoid state aid issues any centre would be all metals and not steel/Corus specific




soon to be specific about
funding for National
Metals Centre centre'

Environmental Protection

150k to 300k for projects
in Wales.

? in England

This refers to just one gas-bleeding
project on which Corus have
submitted a proposal. Funding for
similar projects at other Corus plants
will be considered should Corus
wish to put these forward

Purchase of surplus land
by WDA

Up to £1m at present.
Other opportunities
amounting to more
investment could follow.

Similar opportunities at other Corus
sites may be identified.

Business rates — “hardship
relief”

European Commission have been
approached about this type of relief
but consider it to be a state aid as it
is discretionary rather than general
measure. The Commission is going
to ask DETR to formally notify them
of this scheme but this will not
change the position on steel
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ST DAVID'S DAY BANK HOLIDAY

| have seen Paul Murphy’s letter of 19 February: setting out revised proposals on
handling this issue. | am sorry slightly to have exceeded his deadline for replies.

2. | am content to agree to the suggestion that the Government should
inform the Assembly of its intention to carry out a Regulatory Impact
Assessment on the basis Paul'proposes: that itibe made clear from the outset
both that a new bank holiday on St David’s Day would have to substitute for
one of the existing bank holidays in Wales, and that undertaking the RIA does
not commit the Government to agree the proposal.

Pre Ceoe Morier,
3~ | am copying this Ietter't'%HS colleagues, to Melanie Johnson and to
Sir Richard Wilson, By
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From: Simon Virley
Date: 28 February 2001

PRIME MINISTER cc: Alastair Campbell
Jeremy Heywood
Geoffrey Norris
Anji Hunter
Peter Hyman
Alasdair McGowan
Martin Sheehan
Helen Mason

WALES: BACKGROUND BRIEFING
I attach:

speaking note for the business breakfast at the Cardiff Business Club
(flag A);

speaking note for the opening of the Phoenix centre (flag B);

lines to take on specific issues, including Corus, miners’
compensation, Welsh census and the St.David’s Day bank holiday
(flag C);

a general brief covering key facts on the state of the Welsh economy
and public services in Wales (flag D).

David North will provide the latest figures on foot and mouth in Wales
tomorrow. Lucie McNeil is doing a separate note on the press handling.

=

SIMON VIRLEY
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REMARKS AT CARDIFF BUSINESS CLUB: 2 MARCH

e As you are all only too well aware, the uncertainty over Corus and Foot and
Mouth Disease s casts something of a shadow over the Welsh economy along

with other parts of the country todziy.

e But Wales’ greatest strength, the reason why I believe Wales will overcome these

tough times, is the sound fundamentals of the British and Welsh economies.
ECONOMIC STABILITY AND PUBLIC SERVICES

e The most important thing any Government can do, the most effective preparation
for economic change like the Corus decision and acts of fate like Foot and Mouth

Disease, is to put the economy on a sound and robust footing.

For years we had violent swings of the economic cycle. Almost four years ago
now, we reformed the whole basis of economic policy-making. Bank of England

independence. New fiscal rules. Paying off the national debt.

Not technical changes. But fundamental reforms that have transformed the

British economy and its future prospects.

Inflation is at a 30-year low. Long-term UK interest rates are around their
lowest levels for over 35 years. We have cut annual government borrowing by
£44 billion, saving around £5 billion in debt and the same again in reduced
welfare payments through strong employment. The economy is now enjoying its

longest period of uninterrupted growth since the war.




e The Welsh economy has also reaped the rewards of this new stability. The
lowest unemployment since 1974, down 25% since May 1997. Employment
growing faster than in the UK as a whole. Youth unemployment cut by 75%
since May 1997, helped by the New Deal. Manufacturing output up 3.5 per cent
last autumn over the previous year; exports up more than 9%. New inward
investment since May 1997 worth £2.2 billion, creating over 33,000 new jobs
and safeguarding 16,000 more. I am delighted to say that IKEA is announcing

its first Welsh store today, which is expected to create S00 new jobs in Cardiff.

Government set the framework. But those jobs, that success is down to you.

Because you invested and expanded your operations in Wales.

We have laid the foundations of economic stability. We are now rebuilding
Britain’s public services after decades of chronic under-investment in skills,
science and basic infrastructure. Public services that are essential if business is

to have the transport, the skilled workforce, the research base, it needs.

MODERN MANUFACTURING

e In Wales, over 5000 small and medium-sized firms in Wales are engaged in

manufacturing. For you, and for Britain, manufacturing matters.

Manufacturing accounts for 20% of our national income and employs 4 million
people. At least 2.5 million service sector jobs depend on manufacturing.

Manufactured goods make up 60% of the value of UK exports.

UK manufacturing has faced tough times in recent years. The strength of the

pound has been a problem for exporters. Indeed the remarkable thing has been




the resilience of many manufacturers despite the serious pressures of the

exchange rate, only now abating a little as the Euro rises.

We have other challenges: a productivity gap with our leading competitors in key

areas and a workforce with great talent but often lacking in the skills we need.

ROLE OF GOVERNMENT

e The role of Government has changed with the economy. We neither need a
return to the old 1960s industrial intervention nor laissez-faire. Businesses
should run business. Whether a business succeeds or not cannot depend on

Government but on the vitality and strength of the business itself.

But there are certain key things governments can do today to help business
prospects. These things can play an essential part in the overall business

environment. We still have weaknesses we must remedy.

First, skills and education. Education and training are central to any modern
industrial policy. That is why we’ve allocated £780 million extra over three
years for education and training in Wales. That is why we are strengthening the
National Training Organisations, so they work with employers to tailor training

and other schemes to meet their skills needs.

Second, promoting regional growth. The Government is introducing a new

Manufacturing Advisory Service. I am delighted that there is strong support in

Wales for this initiative and that Wales is preparing to establish its own centre
for manufacturing excellence through a partnership involving DTI, the National

Assembly for Wales and the Welsh Development Agency.




e Third, business taxation. We have cut corporation tax rates to the lowest levels
of any major European economy. Corporation tax receipts are now 3.4% of
GDP, down from 3.6% in 1996-97. And we have also reduced Capital Gains
Tax to 10% for business assets held for longer than 4 years, to reward long-
termism and risk-taking. Some have voiced concerns about the Climate Change
Levy. Even though the proposal is overall revenue neutral, I know these are real
concerns and we are listening. I would simply point out that overall, we still

enjoy business and personal rates of tax well below our main competitors.

Fourth, science. The health of the science and engineering base is crucial to the
economic future of this country. Two years ago the Government announced
increases in science spending in partnership with the Wellcome Trust of £1.4
billion over three years. And over the next three years the science budget will
grow by nearly another £1 billion, with £252 million going to research in the

high-technology sectors upon which the future of manufacturing depends.

Fifth, regulation. I am aware of business worries on regulation. I want to make
just one point. The Regulatory Reform Bill is at the heart of a new framework
for striking down unnecessary regulation and for ensuring the business
community is properly consulted before any new regulations are passed. It will
be legislated for as soon as possible. Together with the Small Business Service
and the reorganisation of Whitehall to provide a new focus on preventing and
rooting out burdensome and unnecessary regulation, it will, over time, deliver
real benefits. The recent White Paper also gives the Office of FairTrading a new

role to assess when laws or regulations are anti-competitive.

But I do not believe the role of Government should end here. Where companies

are facing major change, the Government has acted as a facilitator. Not to try to




run companies; but to enable change, to work with the company to ensure that

the disruption to workers and communities is minimised.

I am optimistic about our future. There is a process of transformation in Britain

taking place over many years, from which business can benefit.

That is why I believe that despite the tough times, Wales can and will do well.

Because of our strengthening economy, we have the best opportunity to raise

living standards and prosperity in Wales for over a generation.

e I am confident that with your help we will do so.

Word Count: 1,150




REMARKS AT SWANSEA URBAN INTIATIVE: 2 MARCH

Delighted to be here today to open the Phoenix Centre, and to
congratulate everyone involved:

The Phoenix Centre is a flagship community economic development
project. It will help tackle social exclusion and provide a place for the
people of the Townhill and Mayhill Wards to retrain and reskill.

In today’s rapidly changing world, more and more people will want to
be able to learn new skills to take advantage of the new opportunities
that are out there. That’s why centres like Phoenix are so important.

The success of this venture is evidence of the wide partnership
involving the European Commission, the National Assembly for Wales,
the local authority and local business and community groups.

The Centre is only the most visible result of the extraordinary success
of the Swansea URBAN Initiative in attracting European funding for
local regeneration projects. Over of £3.5 million in EU funding has
been committed to over 30 projects in the Townhill and Mayhill Wards.

Like the other URBAN projects, this Centre demonstrates how local
communities can benefit from Britain’s membership of the EU. The
Swansea URBAN initiative is also an excellent example of community
regeneration through partnership with local organisations.

As well as employment, education and training resources, the Centre
will provide créche facilities, offices, a café, and a fitness centre.
There will also be 11 workshop units available for co-operative and
community based businesses as well as local entrepreneurial activity.

The Centre is for all the community but I hope young people in
particular will make use of the facilities.

Phoenix is much more than a community economic development
project. It is a symbol of hope for the whole area.

It is with great pleasure that I declare it open.




KEY MESSAGES ON CORUS

Believe Corus have taken short term view. Their action in stark contrast to
recent announcements by Toyota, Ford, Nissan and Vauxhall.

Very much hope that talks underwayvbetween unions and Corus will lead to
changes in the plans the company has announced.

Government stands ready to help in whatever way we can - within of course
the confines of the strict state aid rules for steel.

Whatever the eventual outcome, the Government and the National Assembly
will undertake employment, re-training and regeneration initiatives to help
the individuals and the communities affected.

_What action is the Government taking to prevent the job cuts?

A. We have pressed Corus to engage in-a constructive dialogue to identify a
better way forward. We and National Assembly for Wales stand ready to
help them.

Q. Do you think Corus will change their minds?

A Corus has confirmed that the 90 day formal consultation process began on
15 February but the company has said that there is still scope for mitigating the
effects of their plans through discussions at local level. Hope that the company
will still reconsider its actions and give serious consideration to any proposals
put forward by the trade unions. We will help where we can.

Q. Why has the Government not announced a package of measures to help
those affected?

A. Do not want to cut across the discussions the trade unions are having with
the company. As Stephen Byers said on 1 February, the Government will
not walk away from the innocent victims of Corus’ decision. We are
looking to provide help to the individuals who might be affected, as well as
the wider community in which they live. This would include new job
opportunities, retraining and economic regeneration.




Q. Was the AEEU/Exi announcement a cynical media stunt?

A. No, I don’t believe so. It is a genuine attempt to see how workers facing
redundancy in one sector can acquire the skills for jobs in new growing sectors
of the economy. Recognise it has got a lot to prove but believe it is worth
trying innovative approaches.

Q. The announcement on 14 February undermined the ISTC’s negotiating
position with Corus. Why was it announced on that day?

A. Stephen Byers made it clear (as did Sir Ken Jackson) that the AEEU
initiative was not specifically about the proposed redundancies from Corus.
Our position was clear that the agreement with Exi did not let Corus off the
hook. I must stress that the AEEU/EXI scheme will apply to many different
kinds of workers from all parts of the country and from many industries. The
partners are simply looking to pilot the concept with Corus.

Q. Understand difficulties being encountered in achieving state aid
clearance for the Climate Change Levy, in particular the exemption for
coke for steel. If the coke exemption is not allowed by the Commission this
will be a huge cost for the industry at a time of difficulty. What action is
the Government taking?

A. Several aspects of the climate change levy package require state aids
clearance and the appropriate applications have been made. We are continuing
to work with the Commission to ensure our applications are approved and the
applications are now moving into the final phase generally

Q. Corus has refused to sell plants which it is closing to potential
competitors. Will the DTI examine the anti-competition implications of this
action?

A. Responsibility for investigating any possible breach of competition law by
Corus would be a matter for the competition authorities, the European
Commission and the Director General of Fair Trading.

Q. Will the Government ensure that Corus pay for clean up costs of sites
they close?

A. Corus are well aware of their legal obligations and we will ensure they
meet these obligations and release any excess land as quickly as possible for re-
development.




Expected Attendees at Steel Meeting, Friday 2 March
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Llanwern
MP: Alan Howarth
AM: John Griffiths

Ebbw Vale
MP: Llew Smith
AM: Peter Law

Gorseinon
MP (Gower): Martin Caton (apologies, overseas)
AM: Edwina Hart

Shotton
MP: Barry Jones (possible)
AM: Tom Middlehurst

Unions

ISTC

Lyn Jones, President (Port Talbot)
Michael Leahy, National Officer
Kieran Bender (Llanwern)

Jim Mullins (Shotton)

Vernon Lewis (Ebbw Vale)

AEEU

Bob Shannon, National Officer (03746-25958)——
Shaun Corten (Llanwern)

David Davies (Ebbw Vale)

Charles Radcliffe (Steel Industry Managers Association)

T&G

Randall England, National Officer
Eddie Lang (Ebbw Vale)

Steve Cannon (Bryngwyn)

Rhedsi-Morgan-+-Paul Griffiths (Special Adviser)
Paul-Murphy—+Adrian-McMenamin(Special Adviser)
Alasdair McGowan, Nita Clarke, Simon Virley




KEY MESSAGES ON MINERS COMPENSATION

Yes, there have been delays and mistakes. But we are now driving
through improvements.

Over £ 1 million is now being paid out each day and this is increasing
all the time.

£270 m has now been paid out in what is the biggest compensation
scheme in UK history: over 250,000 claimants with 1,000 extra
applying every week.

Recent improvements include:

Introduction of the fast track system

Better prioritisation to the oldest and sickest claimants

Clearing legal obstacles to the release of pension money enabling
final settlements to be made to tens of thousands of claimants (the
announcement this week)

So we are making progress, but this is a huge task and there is much

more work to do before it is completed.

Background

You are due to announce two further improvements in your speech on
Friday: extending the availability of fast track offers to certain miners who
suffer from asthma (about 800 in total) and allowing widows of ex-miners
to claim damages payments (in addition to their bereavement awards).

Fast Track

Expedited offers to those claimants likely to have disability were increased
to reflect the likely higher levels of damages. The increases at high levels
of injury were substantial: up from £5,750 to £14,500. Ex gratia “top-up’
payments were made to those who had already received the original lower
offers in the interest of fairness. In addition, based on medical advice, the
Department were able to extend the offer of expedited payments to new
categories of claimants identified by an additional analysis of the lung test
results.

o

Offers under the new arrangements were made over November and
December. The Department has made offers of £74m to over 15k




claimants of which about £23m has been taken up. We have still to hear
from solicitors what claimants for the other £50m want to do - they can
either accept the offer as a full and final settlement and withdraw from the
scheme or can take 70% of the offer as an interim payment and continue
through the MAP.

Now, following further medical advice, we are able to make offers to
those who, notwithstanding the fact that they have asthma, show an injury
to the lung of greater than 50%. Many in this group (about 800 currently)
would not previously have been entitled to such an offer.

Bereaved claims

Spirometry is, obviously, only for living claimants so there are no
screening tests for the deceased cases. Where a widow is making a claim,
however, we examine the death certificate and if COPD was a cause of
death she is eligible for a bereavement award. 20% of widows’ claims
have been eligible for this and average payment is nearly £8,500. We have
a special unit at IRISC handling widows’ claims and we have set up direct
links with the Registrars in both England and Scotland to get copies of
certificates direct rather than waiting for solicitors to supply them. So far
we have made 4,600 bereavement awards.

The Department now considers it is able to make interim payments to
those widows who are in receipt of bereavement awards as a payment on
account of the damages they are due to receive to which their late husband
would have been entitled.




WELSH CENSUS
Lines to take
On the absence of a ‘tick-box’ for people to describe themselves as Welsh...

e I can assure you that the Government recognises the strength of feeling in

Wales about the census form, and no slight to the people of Wales is intended
by its format.

The tick-box was not raised as a significant issue during the consultation
process until after the Census Order had been through the Commons, and it
was too late for a change in the format to be tested and approved without
major expenditure and disruption. ONS estimated it would cost at least £2.5
million, including printing costs and software changes. But, primarily,
amendments are possible only after proper parliamentary process has been
completed.

In April 1999, a census rehearsal was held, testing the form on 15,000
households in Ceredigion and Gwynedd, without the Welsh tick box being
raised as a significant issue.

But if people tell us they're Welsh, then we'll count them as Welsh. The
ONS has pledged to publish a special report based on a count of all those who
write in “Welsh.” The publicity campaign for this census will make sure that
everyone knows they can identify themselves as Welsh when completing the
form.

The Labour Force Survey in Wales will also be expanded and enhanced,
asking questions about Welsh identity for first time.

On whether the Census will have to be postponed because of the Foot & Mouth
outbreak...

ONS monitoring situation very closely.

Clearly, could potentially affect normal methods of hand distribution of
census forms in some parts.

Return of the census form this year is by post through normal Royal mail
service through pre-paid envelope.




Background facts

For the first time, the Census form will be available in both Welsh and
English to every household in Wales, making this the biggest ever print run of
an official document in the Welsh language.

For the first time, a Census manager for Wales has been appointed, and he is
a Welsh speaker.

For the first time, a public enquiry line will offer full support in Welsh.

A question on the country of birth will enable people to indicate that they
were born in Wales and respondents will be asked whether they can
understand, speak, read or write in the Welsh language.

Data from an expanded Labour Force Survey will be combined with
information collected by the Census to give an unprecedented level of detail
about Welsh identity across every part of Wales. This information will be
more extensive, and will provide far more information on the breakdown of
ethnicity in Wales than could be gleaned through a simple tick-box.

The National Statistician and senior Census managers are meeting opinion-
formers throughout Wales to seek their cooperation in making the Census a
success. The first two meetings were held on 27 and 28 February.




ST DAVID’S DAY BANK HOLIDAY

Lines to take

Welcome consideration of creating a St David’s Day Bank Holiday in
Wales.
All proposals for new Bank Holidays should, of course, be subject to

careful consideration and consultation.
I understand that Paul Murphy is still considering the issues raised, and

is expected to report back to the National Assembly shortly.

Background

There has for some time been pressure for a St David’s Day Bank Holiday
in Wales. The then SoS for Wales raised the issue in an Early Day Motion
in 1997, but the plan was dropped at that time. The current SoS for Wales
has returned to the issue, in the context of considerable pressure from the
Welsh Assembly.

The SoS for Wales wrote to colleagues in December 2000 proposing an
additional Bank Holiday in Wales. This met considerable opposition from
colleagues, not least because of the burden on business and the precedent
for further Bank Holidays across the UK, including the English and
Scottish saints’ days.

The SoS for Wales wrote again on 19 February, suggesting that he should
write to the Assembly proposing to carry out a Regulatory Impact
Assessment on creating a St David’s Day Bank Holiday in Wales in place
of one of the existing Bank Holidays.

This seems a reasonable compromise. Undertaking a Regulatory Impact
Assessment will show sensitivity to public opinion in Wales, but the proposal
for a substitute Bank Holiday in Wales will minimise the cost and disruption
to industry. Scotland already has two of its eight annual Bank Holidays on
different days from those in England and Wales. The proposed approach
should defuse calls for other additional Bank Holidays, though it could lead
to calls for substitute Bank Holidays on the English or Scottish saints’ days.

Timin

The Ministerial correspondence has not yet led to an agreed conclusion,
and any announcement or public statement will be dependent on the
outcome.




BRIEF ON WALES

JOBS

Unemployment is falling on both ILO statistics and claimant count.
ILO figure shows unemployment down by 31,000 from Feb-Apr 97
and there are 27,700 fewer people claiming unemployment benefits in
Jan 2001 than in Apr 97.

There are 17,000 more people in employment in Wales than a year ago
and 33,000 more than in Feb-Apr 97.

In Oct-Dec 2000, the working age employment rate in Wales was
69.5%, still down on the UK rate of 74.6%.

155,800 vacancies were registered in Welsh Jobcentres in the year to
January 2001.

NEW WELSH GDP FIGURES
The latest figures for 1999. Issued 28 Feb:

Wales contributes nearly 4% of UK GDP. It has about 8.5% of the
population. GDP per head is therefore well below the UK average at
£10,500 (UK average is £13,200) - about 20% lower than the average.
Since 1997 GDP these are all little changed, but are down on the rest
of the 1990's by 3-4%.

The biggest share of GDP is from manufacturing - about 27%. The
next biggest is the property business which generates about 15% of its
income. The lowest is mining and quarrying - less than 1%. (Latest
figures for this are only 1998, but unlikely to be much changed.)

PAY

Average gross weekly earnings of full-time adults in Wales were
£368.10 in April 2000, an 11.5% increase since April 1997.
Female earnings grew faster than males over the 3 years (16.6% for
females compared to 10.2% for males).

The National Minimum Wage has helped some 109 000 people.

New Deal

4,795 people have gained jobs through New Deal for Lone Parents to
end November 2000. This is 40% of those who started the New Deal.
36,372 young people have joined NDYP. A total of 18,406 young
people have found employment through the New Deal. Of these,
14,239 have found sustained employment.

14,692 people have entered the New Deal for 25+. 3,791 have found
employment from the New Deal, of whom 3,145 have found sustained
employment.




REGENERATION (devolved)

e West Wales and the Valleys has been awarded Objective 1 status. Two
thirds of the Welsh population live in this region.
The GDP per head in the Objective 1 map area is 27% lower than the
European average. Objective 1 funding is a chance to put this right and
redress the balance.
Objective 2: (total value of around £75m in Structural Funds, including
those for transitional areas from 2000-2006) will cover large parts of
Powys, and some inner city areas of Cardiff and Newport. Other parts
of Powys, Cardiff, Newport, rural Wrexham, Monmouthshire and the
Vale of Glamorgan will benefit from transitional funding under this
programme.
Objective 3: (total value of around £80m from 2000-2006) aims to
support economic development by providing people with extra skills,
education and training to improve their employment prospects. Also
measures to help businesses to grow and develop. The Objective 3
programme will cover the unitary authorities of Cardiff, Newport, the
Vale of Glamorgan, Monmouthshire, Powys, Wrexham and Flintshire.

INWARD INVESTMENT

Since 1997, 380 projects have been secured promising a capital investment
of around £2.2 billion; creating over 33,000 new jobs and safeguarding a
further 16,000. Recent Examples (RSA) include:

e Ford (Bridgend); announced February 2001; production of V6 & V8
Jaguar engines; 640 new jobs
Hi-Lex Cables Ltd., (Baglan); announced January 2001; manufacture
of cables for the automotive industry; 160 new jobs
Pure Wafer Ltd., (Swansea); announced January 2001; silicon wafer
reclamation facility; 110 new jobs.
Wireless Systems International Ltd., (Cwmbran); announced
December 2000; high tech telecommunications; 264 new jobs
On;Line Finance, (Treforest); announced November 2000; internet
based loan provider; 400 new jobs
General Domestic Appliances, (Bodelyyddan); announced October
2000; white good manufacturer; safeguarding 1000 jobs

EDUCATION AND TRAINING (devolved)

Spending For 1999-2000 budgets, Wales spends £2,660 per pupil.
England is 2% above this at £2,710. But outside London, Wales has a
higher spend per pupil that all the English regions except Merseyside.




Class Sizes At September 2000, 4,600 pupils (4.5 per cent) were in infant
classes of over 30 - a reduction of around 50 per cent from September
1999. [Assembly Performance Target there should be no pupils in infant
classes of over 30 by September 2001].

Welsh in schools In January 2000 over 16% of primary school children
were considered fluent in Welsh compared with 13% in 1986/87.

Absence from school The rate of in secondary schools in Wales decreased
from 10.6 per cent in 1998/99 to 10.1 per cent in 1999/2000.

Further Education Since 1997 the number of students on Further and
Higher Education programmes in Welsh Institutions increased by over
18,000 to almost 306,000.

Qualifications

e 1In 1999/2000, 80 per cent of pupils at Key Stage 1 reached the
expected level in each of English or Welsh (first language),
mathematics and science in combination, 63 per cent of pupils at KS2
and 49 per cent at KS3. (based on teacher assessment).
In 1999/2000, 49 per cent of 15 year olds pupils in Wales achieved 5
GCSE grades A* to C, or the vocational equivalent
36 per cent achieved a grade C or above in English or Welsh (first
language), mathematics and science in combination (the Core Subject
indicator)
The percentage of adults of working age in Wales with no qualifications
in Autumn 1999 was estimated as 1 in 5.

Between 1996 and 1999 the Basic Skills Agency undertook a series
of surveys which they have recently reanalysed to make the results
more comparable with international and English surveys. The
reanalysed figures estimate that around 3 in 10 of the working age
population had low numeracy skills; and around 3 in 10 had low
literacy skills

HEALTH AND CARE (devolved)

e Waiting lists - new 28 Feb figures show improvement and is said to
be the largest percentage decrease in Inpatients list since March
1999. The total in-patient/day case waiting list down by 2.1% over the
month to stand at 75,415 at the end of Jan 2001.

e The out-patient list down by 1.2% to 179,400.




Admissions. Emergency admissions were up by 3,600 (1%) over the
year to September 2000, but elective (non-emergency) in-patient
numbers were down by 15,600 (3%).

Hospital beds The average number of beds in Welsh hospitals in
1999-2000 was 14,740. This represents a fall of over a quarter
(26%) over the decade and a fall of almost 160 over the previous
year.

Staff The number of staff employed by the NHS rose by 460 in the
year to September 1999 to reach 54,100 (whole time equivalent).
Number of nurses increased by 280 and medical and dental staff by
over 100.

NHS Direct Wales Nearly 50,000 calls have been received from the
start of the service in June 2000 until the end of December 2000.
Social services staff Number of staff rose by 957 (5%) in the year to
September 1999 (whole time equivalent).

TACKLING POVERTY AND SOCIAL EXCLUSION

Wales had 68% of residents living in households with below average
income (GB figure 62%). In GB, only two English regions have a higher
proportion (Source: 1998/99 Family Resources Survey) National
Assembley initiatives include:

People in communities

e People in Communities is an innovative response to tackling social
exclusion in deprived communities in Wales. Launched in June 1998
with a budget of £750,000. Eight deprived communities across Wales
were selected to take part in the Programme. The eight areas were:
Rhymney (Caerphilly), Peulwys Estate (Conwy), Deiniolen, Dinorwig
and Clwt y Bont (Gwynedd) Gurnos and Galon Uchaf (Merthyr Tydfil)
Duffryn (Newport) Rhiwgarn, Trebanog, Rhondda Cynon Taff
Blaenymaes and Portmead (Swansea) and Southsea and Brynteg
(Wrexham)

During 1999-2000, £1million of PiC monies was committed to enable
the eight existing projects to expand and develop their work (round 1
phase 2). In addition, £750,000 was made available during 99-2000 to
fund an additional 6-8 projects (round 2). The eight new areas are:
Mount Libanus Estate, Penyrenglyn, Butetown & Grangetown (Cardiff)
Caerau (Bridgend) Rhyl West Central (Denbighshire) Bush & Park
Estate (Pembrokeshire) Giants Grave, Neath — (Port Talbot) Nantyglo
(Blaenau Gwent) Abersychan (Torfaen)




Sutainable Communities

e The Sustainable Communities provides funding for local initiatives
and projects to secure the sustainability of communities.
£250,000 was made available for 1999/2000 and £1 million for
2000/01 to assist in sustaining communities in the future as a
prelude to a major initiative from 2001/2002 by which an additional
£5 million will be provided for community purposes.
15 schemes are currently funded from the 1999/2000 budget. These
include childcare facilities, capacity building projects and a Healthy
Living Centre.
59 bids have gained approval for funding in 2000/01 and the formal
grant offer letters have now issued
The area of Townhill itself does not receive funding from the
Sustainable Communities Programme although one current scheme
and four newly approved projects are based in Swansea.

AGRICULTURE (see separate brief on foot and mouth)

Crops (June 2000) Total area under crops 5 per cent lower than in the
previous year.

Livestock (June 2000) The total number of cattle and calves fell by an
estimated 3 per cent between 1999 and 2000. The beef breeding herd

and the dairy breeding herd decreased by around 3 and 4 per cent
respectively. The total number of sheep and lambs was 5 per cent
lower than in June 1999. The total number of pigs fell by an estimated
16 per cent between 1999 and 2000.

Workforce Estimated down by around 6 per cent between June 1999
and June 2000.

Incomes Latest figures were released on 4 December and show that
Net Farm Income per full-time farm in 1999-2000 was £5,700, a
decline from the previous year of £900. Cash Income was £20,500,
an increase of £200. Total direct subsidies per farm were £18,600.
The income figures therefore remain at historically very low levels.
Total Income from Farming (TIFF), which represents income to those
with an entrepreneurial interest in the agricultural industry, is estimated
to have fallen by £60m in 2000 to -£2.6 million. This follows the fall
from 1998 to 1999 of £11m. The negative indicates that the total
value of agricultural output was less than the total costs of producing
that output.




TRANSPORT

Rail:

e Less post-Hatfield disruption in Wales than England. Main Swansea to
London and Holyhead to London lines have resumed working with
minimal disruption, although the Severn Tunnel continues to be a
bottleneck, with impending weekend tunnel closures likely to compound
problem.

e Also some concerns over standard of services west of Swansea, and
fears that introduction of new Wales Single Rail Franchise could slip
(although this is strongly denied by SRA)

BUT

e Vale of Glamorgan Railway Line to reopen to passengers with
Assembly funding (will provide link with Wales International Airport)

e Assembly funding for direct North-South rail service (Cardiff-
Holyhead) is continuing.

e Positive evidence of more integration between rail and road transport -
eg new rail-road passenger interchange at Caerphilly opened last year.

A £300 million major five-year package of transport investment in Wales
was set out in January 2001.

The programme included indicative dates for the construction of a number
of rail improvement and road schemes, enabling the rail, bus and other
parties to plan ahead with local authorities.

The detailed allocations of grants to Welsh local authorities for major rail
and road projects in 2001-02, included:

e £10.7m to support rail infrastructure improvements, including support
for partnership with Railtrack for work to upgrade the Vale of
Glamorgan railway line for passenger services. This grant is linked
with support from the Strategic Rail Authority (SRA), through the Rail
Passenger Partnership fund, for hourly services. First passenger
services expected to be operational in the autumn 2002 timetable;
£23.2m of continuing support for integrated transport schemes across
Wales
An 85 per cent increase in the funds made available for councils’ Safe
Route to Schools initiatives, providing £2.7m support for a total of 19
schemes, covering 84 schools in Wales.




CRIME

Since 1997, overall crime has fallen in all four of the Police Force
Areas in Wales.

Recorded crime in Wales fell by 10.3% in the 12 months to September
2000. 3 of the 4 forces in Wales showed a fall in recorded crime over
the period: only North Wales showed a small increase (2.7%). South
Wales showed the largest drop of all forces in England and Wales
(16.9%).

Recorded crime figures (comparing the 12 months to end of March 97,
with the 12 months to end of September 2000) show:

Wales has seen a fall in overall crime of 16%

Dyfed-Powys has seen a fall of 11% in overall crime

Gwent has seen a fall of 3% in overall crime

North Wales has seen a fall of 9% in overall crime

South Wales has seen a fall of 24 % in overall crime - the second
largest fall in England and Wales, behind Northumbria

But across Wales, total violent crime has gone up by 6%, compared
to an England and Wales average increase of 13%

Violence against the person is up 6%, compared to a combined
England/Wales average increase of 11%

Robbery is up 3%, compared to an England/Wales increase of 24 %
Sexual Offences are down 10%, compared to a combined England/
Wales increase of 12 %

Across Wales, domestic burglary is down 35%

Total burglary is down 33%.

Theft of and from vehicles is down 29%.

POLICE NUMBERS
Since March 1997, overall police numbers up by 145 in Wales

March March March March | Sept. 2000
1997 1998 1999 2000

1005 1002 1026 1040 1045

1243 1233 1247 1264 1271

1369 1396 1593 1403 1393

2976 2986 2981 2926 3029

6593 6617 6645 6633 6738




YOUTH JUSTICE PLEDGE
All four Police Force Areas show a steady fall in the number of days from
arrest to sentence for persistent young offenders

Quarter 3 Q3 1998 Q3 1999 Q3 2000
1997
Dfyed Powys | 126 92 98 67
Gwent 146 130 119 83
North Wales | 129 117 v /4 79
South Wales | 160 118 84 T2

CRIME REDUCTION PROGRAMME IN WALES

Programme in England and Wales consists of a range of initiatives
offering a significant and sustained impact upon crime reduction, backed
up by £400 million over 3 years.

So far Welsh projects have attracted £5.6 million in funding from the
Programme which equates to about 5% of the funding committed to date.

£153 million is available for closed circuit television (CCTV) of which £3
million is ring-fenced for the provision of CCTV on social housing

estates in Wales.
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CORUS

At our meeting yesterday, I agreed to send you details of the regeneration
package that we are proposing to announce to cover the sites in England that
have been affected by the Corus restructuring plans. I attach a note setting out
our proposals.

The areas in England that are most seriously affected by the Corus plans are
Teesside and Scunthorpe, where the scale of job losses is large. The
regeneration package therefore focuses on these areas, in particular on Teesside
where the closure of Lackenby is a serious blow. The redundancies elsewhere
in England are smaller in number or are in parts of England that are better able
to cope because their local economies are more buoyant. However, we want to
make sure that the local economies are not adversely affected by these
redundancies and we will ask the local Regional Development Agencies to
keep their impact under review.

On Teesside, the primary regeneration measure is the establishment of the
Urban Regeneration Company. The URC will be the route for the development
of proposals to promote the long-term regeneration of the local economy. No
specific funds have been allocated for this work and our expectation is that the
URC proposals will be funded by the local RDA budget or by other existing
budgets when they move to implementation stage. The other regeneration
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measures we are announcing involve the bringing-forward of proposed projects
and later phases of existing ones. We expect all this expenditure to occur over
the next eighteen months.

In addition to these regeneration measures there will be employment and
training measures designed to help individuals back into work as quickly as
possible. As you are aware, the Employment Service will introduce the new
Job Transition Service in all areas affected by the Corus decision. Officials
from the Department for Education and Employment have already been in
touch with Corus to ensure that Employment Service staff will be on site as
soon as possible to help individuals served with redundancy notices. I
understand that DfEE officials have been in close touch with Assembly
officials on this.

Training is a devolved responsibility but officials have worked together to
develop a broadly equivalent approach that will cover those directly and
indirectly affected by redundancy, including contractors. At our meeting
yesterday, we asked officials to meet the Unions quickly to help them develop a
training proposal to put to Corus that would meet strict steel state aids rules. I
understand that a meeting will take place on 28 February.

[ am copying this letter to the Prime Minister, Paul Murphy, Andrew Smith,
Tessa Jowell, Hilary Armstrong, Mike German and Sir Richard Wilson.

" e

STEPHEN BYERS
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CORUS: REGENERATION PACKAGE FOR ENGLAND

Teesside

John Bridge, Chairman of One North East, will co-ordinate a regional response.
Supported by a small group, he will oversee the implementation of the
regeneration programme, while paving the way for an Urban Regeneration
Company.

Establishment of an Urban Regeneration Company involving the five local
authorities in the Tees Valley. The URC will work with local partners to develop
a strategic regeneration strategy for the region.

Clearance for the North Bank project, involving the development of a flagship
business park and the provision of new facilities for Durham University. English
Partnerships will contribute up to £18m as part of a £19m public sector
regeneration programme.

Clearance to proceed to phase 2 of the Middlehaven project. Phase 1 has involved
significant investment in remediation and infrastructure development, worth
£15m. Proposals will now be invited for phase 2: it is likely to bring around £16m
of further investment.

Government Office officials will promote the development of the knowledge-
based economy in Tees Valley. The Tees Valley Partnership will consider the
expansion of the chemicals research facility at Wilton, and will help to complete
the linkage between Warwick University Manufacturing Centre and the B2B
facility at Teesside University, specialising in virtual reality engineering. We are
also looking at measures to encourage the development of the chemical industry
cluster in Tees Valley, and to encourage further inward investment.

We will accelerate the rollout of the next generation of communications
infrastructure on Teesside - particularly broadband networks and digital TV. DTI
is making £500,000 available to the RDA for this. The Countryside Agency will
also fund broadband healthchecks for key market towns on Teesside, beginning

with Guisborough, near Redcar.
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In addition to our existing transport plans, we intend to bring forward the A66
Longnewton Interchange project, worth £5m, which will improve access to
Teesside airport. We are also providing financial support worth up to £200,000 for
detailed feasibility studies of a New Tees Crossing and a Light Rapid Transport
system.

Following the recent Business and Skills White Paper, the Small Business Service
is launching a major initiative on the funding of incubators to encourage business
start-ups and growth in managed workspace, with flexible leases, good
communications and management advice. The Tees Valley will benefit from the

initiative.

Scunthorpe

Scunthorpe will become a Tier 3 area for the purposes of the Enterprise Grant
Scheme by redrawing the Assisted Areas map. It will enable grants to be provided
to small- and medium-sized companies moving into the area or increasing their
investment there. Expenditure will be demand-led but we expect it to be in the
region of £500,000.

The North Lincolnshire Steel Task Force, which was set up following the previous
round of Corus closures, will be asked to advise on additional measures which
could be taken in the area. These should help to take forward the actions set out in
the Metal Related Industries Impact study, funded by DTI, and is looking both at
Scunthorpe and South Yorkshire.

As in Tees Valley, we are announcing up to £500,000 funding to be allocated to
the RDA to help with the establishment of broadband infrastructure and related
education and training in the area.

Scunthorpe will also benefit from the measures outlined for Teesside for the

development of local small businesses through the Small Business Service.
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Dear Deputy Prime Minister
CHILDREN'S COMMISSIONER FOR WALES BILL

| am writing to seek LP and HS agreement to a Government amendment to
the Children’s Commissioner for Wales Bill, which | consider is necessary to
avoid the possibility of a defeat in the House of Lords. If HS and LP
committees will agres to this concession, | am also seeking agreement in
principle for 3 small technical amendments which may be necessary to ,
ensure the Bill has its intended effect. Because of the tight timetable we are
working to, | would appreciate responses by Friday 2 March, or earlier if at all
possible. : v
You will know that the Children's Commissioner for Wales Bill has just
received its Second Reading in the Lords.

The Bill has been welcomed in general terms. However, there has been
sustained pressure in Committee and Third Reading in the Commons, and
Second Reading in the Lords, on the scope of the Commissioner's role. This
has come from Government back-benchers as well as all the Opposition.

The main concern centres on the lack of a specific power for the
Commissioner to make representations on any matter affecting children in
Wales, including matters that do not fall within the National Assembly for
Wales's devolved fields of responsibility — such as youth justice and welfare
benefits. Such a power is seen as crucial by a variety of children’s groups
and interests, and was recommended in the report of the Assembly's Health
and Soclal Services on the issue. The lack of such a power is seen as an
unnecessary and undesirable fetter on the Commissioner's powers. It is also
difficult to justify when compared to the precedent of the Northem Ireland
Human Rights Commission, which has a remit covering both devolved and
non-devolved functions.




You will remember that we obtained policy clearance for this Bill on the basis
that its widening of the Commissioner's powers would not impinge on the
responsibilities of Government departments in non-devolved areas in
Wales.The major children’s organisations in Wales have lobbied hard and
effectively for a power to make representations on any matter, and will
continue to do so.

| understand that Lord Williams believes that, without a concession on these
lines, the Bill will be difficult to handle in the Lords. We are certainly in danger
of losing much of the presentational advantage of the measure if no
concession is given. In terms of timing, | do not think that a concession would
lose anything since, without one, there is a real risk of an Opposition
amendment being added to the Bill.

There is now a very real danger that an amendment in the Lords to include a
power for the Commissioner to consider and make representations on any
matter affecting children in Wales, will be carried, given our lack of majority
and the fact that many of our own Peers would be sympathetic to such an
amendment. We would then be in the highly embarrassing position of having
to remove such an amendment in the Commons, In the light of sympathy for it
among our own back-benchers.

An amendment along these general lines has already been put down by the
Lord Roberts of Conwy and the Baroness Hanham.

An alternative amendment would involve empowering the Commissioner to
consider, and make representations only to the Assembly about, any matter
affecting children in Wales. This would avoid any direct pressure on
Government Departments from the Commissioner, since any approaches to
them would be from the Assembly, which is already entitled to make
representations on non-devolved Issues by virtue of Section 33 of the
Government of Wales Act. An amendment on these lines was tabled by Win
Griffiths and Julie Morgan in Commons Committee, and it is this amendment
that | am asking for agreement to table.

However, should this concession prove insufficient | would be grateful if
colleagues would also indicate whether they would be willing to accept an
amendment along the lines of that tabled by Lord Roberts and Lady Hanham,
which would allow the Commissioner to make representations to whoever he
considered it to be appropriate. .

| am satisfied that neither amendment would have significant direct effect in
practice on Government Departments asthey would be under no obligation to
disclose papers or respond to any sort of enforcement power. If an

amendment were conceded allowing the Commissioner the general power to




make representations, he wauld be able to make them direct to Government
Departments.

The three technical amendments for which | seek agreement are:

The addition of community councils in Wales to the list of bodies in
Schedule 2A of the Bill, so that the exercise oftheir functionsiwould be
subject to review by the Commissioner. These were left out as an
oversight in the original instructions to Counsel. This could also be
presented as a concession to a point made in Commons Committee.

Clarification that where the Commissioner has the right to investigate the
case of a child, he still has that right if the child has died (subject to
Parliamentary Counsel confirming this is required)

Clarification that the scope of the Commissioner's power to review
functions of bodies listed in Schedule 2A includes situations where those
functions are carried out|by others (again; subjeet to'confirmation from
Counsel that this is required).

In line with the advice from the Government Chief'Whip, any Government
amendments need to be put down in time for Lords committee stage. We do
not yet have a firm date for committee but are working to the earliest possible
date of Monday 5 March.

| would therefore be very grLteful for a response by:Friday 2 March, or earlier
if at all possible.

Yours sincerely

T Clot

Dictated by the Secretary of State
And signed in his absence

The Rt. Hon. John Prescott MP
Deputy Prime Minlster : :
Department of Environment, Transport and the Regions
6" Floor : k.
Eland House
Bressenden Place
London SW1E 5DU
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SONY, THEIR FUTURE IN WALES — AND OTHER COMPANIES

1 spent last weekend in Japan at the annual meeting of the UK-Japan 21* Century
Group. Among the representatives of Japanese business who attended was Mr
Kiyoshi Yamakawa, Corporate Advisor of the Sony Corporation.

We have known for some time that there was nervousness in Sony about the
future of their plants in South Wales given the unit costs of their products as a
.. resultiof the weak Euro and the persistent strength of Sterling.

T
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The 21" Century Group conference began with a presentation about the UK
economy. This year it was given by Anatole Kaletsky who spoke forcefully
about the inherent strengths of the UK economy and better prospects for the UK
outside the Burozone. This provoked a pretty bitter riposte from Sir Richard
Needham, supported by Andrew Fraser (formerly of the [BB), about the potential
long-term damage to the UK economy and to inward investors from the
likelihood of Britain not espousing the single currency for a number of years.

The debate impacted on Sony’s Yamakawa who urged

“the UK to join the Single Currency at a proper exchange rate in order
to keep manufacturers in the UK”.

His wish was

“¢0 try to prolong good relations with Sony for as long as possible. But
to do that the Pound/Buro rate needs to be proportionate and the market
situation should not deterioratc further for Sony”.

The result was a slanging match between the Chairman of the UK side of the 21"
Century Group (Lord David Howell) and Kaletsky on the one hand and
Needham and Fraser on the other. Tt did little either to shed further light on the

' issue for Yamakawi or to-avoid the Japinese being confirmed in their impression
of there being internecine war in the UK over the single currency.

But Yamakawa was clear and serious in his wamings. This gave me reason to
intervene to bring some cooler analysis to the issue. [ reminded him both of the
political realities of HMG's position and of the timetable involved in possible
single currency accession. 1 also emphasised the other issues affecting his
company’s investment in the UK which he needed to take into account. I
particularly drew his attention to (and gave him a copy of) last week’s
Knowledge Economy White Paper. (Sony have now asked me for more copies).
| emphasised that this drew attention to important new HMG sponsored actions
to assist inward investors in terms of the search for further improvements in
skills, research and support for business. I emphasised what we were doing to

improve transport and the infrastructure — these were all issues of importance to
Sony.

No more than a repetition of familiar (and largely Japanese) worries. But in the
absence of any capacity to offer the immediate reassurance which they want to
hear on the Euro, we have to engage inward investors in other related areas. The
Knowledge White Paper has features which allow us to do that.

These comments from Sony were to some extent balanced out by those of three
other major Japanese investors:
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Toyota — I called on and lunched with Mr Iwatsuki, the main Board
Director for Overseas affairs at the Company’s HQ in Toyota city. His
comuments on the single currency were more measured. Jt was
certainly a problem the UK being outside. But it was a fact of life and
Toyota had managed their business around it. They were procuring
more outside the UK and this was off-setting extra-Euro costs in
Britain. All this was slightly tiresome. But it did not affect the
company’s long-term association with the UK.

Sharp and Panasonic - Senior directors of both companies attended a
dinner given for me by Rodney Cummins, the Consul General in
Osaka. Both told the same story. Yes, it was difficult with the UK not
in the single currency and especially with the fairly low tech product
lines at their plants in Wales - colour TVs and microwave ovens. But
their intention was to hang on. There were many good reasons for
being in production in the UK and they had been encouraged by the
recent upward trend in the Euro. Sharp particularly had a view that the
cost structure of the production of electronics was shifting. The
technology was not necessarily too difficult even in what looked to the
consumer like the most sophisticated product. Raw material costs
were common o most markets and production was automated, SO
labour costs wete increasingly irrelevant. What mattered was the ideas
and the innovation. Sharp even thought that production lines in Japan
might soon become cost effective again, provided their R&D could
give them the innovative product which would leap over the

competition.

gcwz( %(Z}é '
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David Wright
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~ Office of the Secretary of State for Wales

. Gwydyr House
Ysgrifennydd Gwiadol Cymru v ;
Secretary of State for Wales Whitehall

London SWI1A 2ER

Rt Hon Paul Murphy MP
Swyddfa Ysgrifennydd Gwladol Cymru

Tel: 020 7270 0549 T9 Gwydir
Ffon: 020 7270 0549
3 Whitehall

Fax: 020 7270 0570 Llundain SW1A 2ER
Ffacs: 020 7270 0570

Our Ref:  01(Sub) 562 19" February, 2001

Dear Deputy Prime Minister

ST DAVIDS DAY BANK HOLIDAY

As you know, the National Assembly for Wales resolved unanimously to lead
a campaign for St David’s Day to be declared a bank holiday in Wales, which
has added impetus to a long-standing campaign for this. As a result, the
Assembly First Minister wrote to me asking whether I would seek your views
on this matter.

I wrote on 30 September asking HS colleagues for their views on allowing

St David’s Day to be a bank holiday in Wales. Colleagues raised many valid
concerns, and on balance the opinion seemed to be that the Government
would not be minded to declare St David’s Day an additional bank holiday in
Wales.

However, it is important that the UK Government avoids turning down the
proposal in a way which might appear to be ignoring the wishes of the Welsh
people and the Assembly. I therefore wrote again to colleagues on

16 January, suggesting that I respond to the First Minister noting the concerns
raised by colleagues and asking him to make a case, including consideration
of the impact on employment business and industry in Wales. I suggested
that this would mobilise a section of Welsh opinion against the proposal, and
avoid unnecessarily raising expectation in Wales.




In their responses, colleagues have recognised the need to let the Assembly
down gently bearing in mind the bad feeling caused in Wales by the census
issue and also that the Prime Minister will be in Wales on the day after St
David’s Day. However, the general view was that asking the Assembly to
make such an assessment implied a level of support on the part of the UK
Government which did not exist and would raise expectations in Wales. I
have, therefore, reconsidered how best to approach this.

Several colleagues have noted that no proposal with an impact on business,
charities or the voluntary sector should be considered by Ministers without a
Regulatory Impact Assessment being carried out. I therefore propose that a
Regulatory Impact Assessment of this proposal is undertaken by the UK
Government on the assumption that the Assembly should be asked to
surrender an existing bank holiday in exchange for a bank holiday on St
David’s Day. This would indicate to the Assembly that the Government is
taking the proposal seriously, and should take some of the political heat out of
the issue. On the other hand, the result may serve to illuminate any potential
difficulties with the proposal. Making clear that any new holiday would have
to replace an existing one meets the point that England and Scotland would
expect the same treatment. Public opinion in Wales would also have to
consider losing a holiday at a time of the year when good weather could be
expected in favour of one on 1 March.

Bank Holidays are a matter for Stephen Byers; if colleagues are content with
this proposals, I would be grateful if his officials can discuss with mine how
best to take this forward.

The letter which I propose to send to the Assembly, therefore, would explain
that the Government was undertaking a Regulatory Impact Assessment of the
proposal. It would make clear to the Assembly that an additional bank
holiday on St David’s Day is out of the question, but that the Government
would consider, as part of the RIA, any proposals to substitute a bank holiday
on St David’s Day for an existing bank holiday. The letter would also make
clear that undertaking such an RIA did not commit the UK Government to
agree the proposal, rather that a decision could not be taken until the matter
had been fully considered.




With apologies for the short deadline, but in order that a response can be
made before the Prime Minister’s visit, I would be grateful for responses by
Friday.

I am copying this letter to HS colleagues, to Melaine Johnson and to Sir
Richard Wilson.

Yours sincerely

SR TR

Dictated by the Secretary of State
And signed in his absence

The Rt Hon John Prescott MP

Deputy Prime Minister and Secretary of State

Department of the Environment, Transport and the Regions
Eland House

Bressenden Place

London

SWIE 5DU
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Geoffrey Norris
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PRIME MINISTER : Jonathan Powell
Jererny Hevwood
David Miliband
Sally Maorgan,
Simon Virley

CORUS: UPDATE

proposals tor *nmgatmg the job cuts, was upstaged by wh.ax cpp S t ) lwu: beer.
a deliberate spoiler by the AEEU. First thing in the moming it armounced. witk
considerable hyperbole, that it had done 2 deal with a company callec B o
provide steel workers with alernative jobs. The resulr has been recrominations
between the two unions and a big dent in the credibility of the unicens’ request for
Cerus to think again.

At the actual meetung on Thursday, Corus repeated its wmntention to make thi
redundancies and triggered the 90-day notice period. It did agree to nlan: by dlent
discussions with the trade unions on how the redundancies should be
implemented. The unions are using this as a fig leaf to suggest these discussions
offer the opportunity, at a local level, 1o get Corus to review its plans. The
company has told me that they don’t see any prospect of this happening,.

The Welsh: The unity between London and the National Assembly is getrirg
pretty frayed over the issue of access to the reserve. The Chencellor’s
conversation with Rhrodri oftering him the prospect of something m the Budget

asn’t allayed Welsh concerns. In fact the personal relationship between ths two
is fraught,

Looking ahead: You will be in Wales on the 2/3 March speaking to the Welsh
Conference. The day before Moffat will have been in Cardift 1o be ('*‘le“‘{i‘(““ ed by

the Welsh Grand Committee. [n your speech and interviews you will need ¢

have a position on Corus. Will it be credible to be stll calling for (‘f:; us to “think
again”? I think it will sound pretty tinny. Alternatively, if our position is

reluctant acceptance that the cuts are going to happen. we will need the NAW to

have announced an employment and regeneration package. Where do vou think: . \

we need to be by the time you go to Wales? ,UM sV [y S ‘n ’

M & k? | ,..-(!..”_F/
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FROM: PAUL BRITTON

ECONOMIC & DOMESTIC SECRETARIAT
DATE: 15 FEBRUARY 2001
TEL: 270 0140 </ =

—
MIF

BERNADETTE KELLY :  Lewis Neal (HMT)
Cherie Jones (Wales Office)
Tom Wechsler (DETR)
Mike Wardle (DSEE)
Alison Jackson (Wales Office)
Carol Hunter (DfEE)
Mark Parkinson (HMT)
Erica Zimmer (DTI)
David Smith (DTI)
Paul Houston (DETR)
Suma Chakrabarti
Helen Fleming
Geoffrey Norris (No.10)
Simon Virley (No.10)
Richard Abel

CORUS: TRAINING COSTS

1. At the ad hoc meeting of Ministers on 13 February we were asked to
produce an analysis of the planned training costs on a comparable basis in
England and Wales. Ministers had been puzzled at the difference between
the respective figures (£29 million for Wales and about £6 million for
England) which looked implausible, even allowing for different assumptions

about the number of job losses.

2: [ attach a table and some explanatory notes prepared by DfEE, after a
discussion with the Wales Office, the Treasury and this Secretariat. This
attempts to put the English and Welsh estimates on the same basis.

()
\
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As to the number of job losses, this analysis:

assumes 3,000 direct jobs lost in each of England and Wales;

includes, in the number of indirect jobs lost, such information

as we have about contractors who will be affected;

assumes a multiplier of 1.2 for England, but 1.5 for Wales

because the redundancies there are more concentrated;

includes an estimate of the number of existing long-term
unemployed in the areas affected who will need extra help
because of the effect on the local jobs market of major new

redundancies.

The analysis shows separately for England and for Wales the number of jobs
lost in the previous round of Corus redundancies, though many of the
people concerned have not yet actually lost their jobs (we have not been able
to obtain from the National Assembly any estimate of their programme

expenditure as a result of these redundancies).

4. Turning to the cost estimates, following what Ministers said yesterday,
we have assumed take-up rates at the upper end of the realistic range; these
are similar to those used in the earlier Welsh cost estimates but higher than
those previously proposed for England. So in quoting these figures,

Ministers will need to qualify them accordingly.

5. The Welsh figures include a provision of £1 million to establish a
Wales Union Learning Fund, equivalent to that which already exists in

England. The cost of this is part of its bid for access to the Reserve.

'S
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6. The up shot is estimated expenditure of up to £7 million in England
and up to £9.3 million in Wales. The explanation for the large reduction in
the Welsh estimate seems to be that the National Assembly had mistakenly
included in the earlier figure of £29 million the whole of its 2001/02
programmes for Work Based Learning for Adults, Rapid Reaction Fund etc
for the whole of Wales. The new Welsh figures are agreed between DfEE,
Wales Office and National Assembly for Wales.

Ot Retoons

PAUL BRITTON

)
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Corus Redundancies — Estimated Costs (Job Transition Service)

The attached spreadsheet provides roughly comparable estimated figures to deal with
redundancies in England and Wales, taking into account those that were announced in 2000
as well as 2001. Programme figures have been inserted in England for 2000, as money has
already been put aside from the Rapid Response Fund to deal with those redundancies,
although none have actually occurred to date, and no money has been spent.

For England, a multiplier of 1.2 has been used (DfEE), and for Wales 1.5 (Treasury
standard). Included in the indirect numbers are permanent on-site contractors. Figures for
these vary, and it is not clear the extent to which they will be affected by the announced
restructuring. Multipliers can only be an attempt to scope the potential problem — there is no
evidence of their accuracy or of the actual impact caused by redundancies.

England and Wales operate their programmes in different ways, and the unit costs used are
therefore slightly different. Longer term training could cost up to £4,200 per head in
England for the equivalent of a level 3 apprenticeship, but we have assumed an average of
around £3,000. Wales are basing their figures on Work-Based Learning for Adults unit
costs of £2,400 per head.

Take-up rates have been set at 18% for longer-term training and around 25% for shorter-
term advice and support.

The figures for Wales include £1 million provision for a Union Learning Fund which would
help provide training. England already has a ULF.




JOB TRANSITION SERVICE - CORUS REDUNDANCIES

ENGLAND WALES
2000 2001 2001
People E£m(est){ People £m (est) People £ m (esf)
No of job losses 2,300 3,000 3,000
Est. no. of those affected indireclly 2,760 3,600 4,500
Est. no. of long-term unemployed affected 350 500 750
Total estimated clientele 5,410 7,100 8,250

ES Operational Costs
Regional Managers @ £47K per annum
Personal Advisers @ £21k per annum
Induslry analysis and programme devpt
Total Estimated ES Operational Costs

Estimated programme costs
Tailored advice/short traininglother support
Apprenticeship-style training/WBLA
Wales Union Leaming Fund

Total Estimated Programme Cosls

99100LC1LL0

J115Y3W0d ANY DIWONDOD3 Wodde£:£T Teee 934 ST

TOTAL

rreees8Le01

*k 90 °390d TTULOL kk
90/90 °d




RESTRICTED

From: Geoffrey Norris
Date: 13 February 2001

PRIME MINISTER ecs Jonathan Powell
Jeremy Heywood
Sally Morgan
Simon Virley
Alastair McGowan
Martin Sheehan

e The unions are meeting Corus tomorrow afternoon at 2pm. Their hope is to
get the company to mothball plant or put it on a low level of operation in the
hope that market conditions will improve. They want to combine this with the
company agreeing to a plant by plant “audit” to identify economies and new
markets. Their preferred scheme would be for the Government to offer to
fund a short-time working compensation scheme to top up pay during the
mothballing and low operating. They now just about accept this wouldn’t get
state aids clearance from Brussels. Instead they are looking at proposing the
Government fund people to go on training while being kept on the books of
Corus. Stephen met the unions this afternoon and said the Government would
be interested in working with the unions and Corus on such a scheme.
Subsequently I spoke to Corus. I don’t think they have worked out yet how
they are going to play tomorrow, but I don’t get the feeling they intend
brushing the unions aside and simply announcing they are go ahead with the
6,000 job losses. More likely they will say they want time to reflect on what
the unions have proposed.

The Welsh are unlikely to simply accept the Chancellor telling them “no” to
their claim on the reserve. Paul and Rhrodri are likely to want to come and
see you.

L )'\"‘L\_\

e

RESTRICTED




RESTRICTED - POLICY

PRIME MINISTER F A XE D

CORUS

When we met on Monday, you asked me to lead our efforts in co-
ordinating a response to the closures Corus had provisionally announced
on 1 February. I chaired a meeting of interested Ministerial colleagues on
Thursday to look at the packages which have been put together in
England and Wales, covering assistance to the people likely to be
affected and the regeneration of the areas involved. As we agreed at our
meeting, it is important that while responding to individual
circumstances, the Government provides broadly the same level of help
wherever the closures take place, and that all the areas likely to face
significant closures are covered.

Following the meeting, I have considered the regeneration package we
have put together for England, and take the view that it is deficient in
two areas:

although the package for Teesside is relatively robust, provision for
Scunthorpe and other areas facing closures is not currently adequate;

the headline figure for the English regeneration package is £45million
which includes a training, as well as a regeneration, element. The
Welsh headline figure is £78million. This will not be seen publicly as
being an equal response to a roughly equal number of redundancies in
England and Wales.

[ am planning on holding another meeting with colleagues on Tuesday,
but in the meantime I am minded to announce a further £25-30million of
regeneration funding to cover Teesside and Scunthorpe. John Prescott
and I assembled the current regeneration package from our existing
resources, including underspends. The NAW package includes a bid of
£35.2million to the Reserve; at yesterday’s meeting, the Chief Secretary
insisted that this should be financed from the NAW’s underspends. If,
however, extra money was found for Wales, then John Prescott and I
would naturally be looking for similar treatment.

du

Department of Trade and Industry
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Once we have added the additional elements, I would be grateful for an
opportunity to discuss the final package with you and interested
colleagues, to ensure that it is robust and ready for a possible

announcement when Corus’s two-week deadline for reconsidering their
proposed closures expires on 14 February.

I am copying this minute to John Prescott, David Blunkett, Andrew
Smith, Paul Murphy and Rhodri Morgan.

DESwA.

i sB

[Approved by the Secretary of State
and signed in his absence]

O February 2001

DEPARTMENT OF TRADE AND INDUSTRY

du

Department of Trade and Industry




SANCTUARY BUILDINGS GREAT SMITH STREET
WESTMINSTER LONDON SW1P 3BT
TELEPHONE 0870 0012 345
E-mail dfee.ministers@dfee.gov.uk

The Rt Hon DAVID BLUNKETT MP

Rt. Hon Paul Murphy MP
Office of the Secretary of State for Wales
Gwydyr House
Whitehall
London Your Reference 00sub538
SW1A 2ER
7 February 2001

Dear Paul

ST. DAVID'S DAY ADDITIONAL BANK HOLIDAY

Thank you for your letter of 16 January concerning the proposal to invite Rhodri Morgan to
assess the level of support in Wales for an additional permanent bank holiday in Wales on St.
David’s Day.

Whilst | appreciate that there is some public support for this holiday in Wales, | am concerned
on two counts.

Firstly, the number of days which teachers are required to teach would be affected by this
proposal, unless Rhodri were to consult on the basis of teachers and pupils making up this
Bank Holiday on a different day. | could only support the latter and this would be very difficult to
present.

Second, support for an additional Bank Holiday in Wales for St David’s Day would inevitably
lead to considerable pressure from all sources, including teachers, for both the English and the
Scottish national saints to be similarly honoured.

| therefore think it would be unwise to invite Rhodri to open this debate and cannot support your
proposal.

| am copying this letter to the Prime Minister to Melanie Johnson and to Sir Richard Wilson.

Best Wishes

= 7

DAVID BLUNKETT

.’\‘
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The National Assembly for Wales Aqﬁ‘ess

From the Private Secretary Cardiff Bay
Cardiff CF99 1NA

029 2089 8765
GTN: 1208 8765
Fax:029 2089 8198

Oddi wrth Ysgrifennydd Preifat Bae Caerdydd
Caerdydd CF99 1NA

029 2089 8765
GTN: 1208 8765
Rhif Cyflunydd: 029 2089 8198

Simon Morris

Office of the Secretary of State for Wales
Gwydyr House

Whitehall

London
Sw February 2001

K)'lu / '}\;’”‘y‘/\
CORUS

The First Minister, Finance Minister and Secretary of State for Wales have been
discussing this week the shape and cost of a remedial package.

The jobs lost and the impact upon our communities

The Trade Unions and others are determined to explore alternatives to this
announcement with the Assembly’s support, and we believe it essential to allow them a
full opportunity to develop their proposals. However we have carefully reviewed the job
losses announced by the company with the trade unions and the local authorities
concerned. Our conclusion is that in terms of jobs directly attributable to the various
sites in Wales - including management and contractors - they significantly understate
the true position that is outlined below (with the company’s figures in brackets):

Llanwern 2040 (1340)
Ebbw Vale 1000 (780
Shotton 419 (319
Bryngwyn 1580 (127
Port Talbot 100 (0
Whiteheads 65 (0]
Orb Works 35 (0]
TOTAL 3809 (2566

)
)
)
)
)
)
)
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Employment Service
Help Plus Guarantee
Employment Action
Teams
Job Shops
Skill Centre
(Tafarnaubach local
authority owned)

Ebbw Vale — (sites
development and road
schemes)_

Shotton (infrastructure and
new site development)

Bryngwyn (Swansea) - site
development

Llanwern - area site
developments

Other regeneration
schemes, including
social inclusion
programmes:
Shotton

Ebbw Vale

Newport TTWA

TOTAL ; 18.7 17.6 40.2

Note: Non-devolved function. The bid is for additional ES programme in Wales based on
package proposed for England

In terms of the Assembly’s funding position, we currently forecasting an underspend of
some £139.6 million on the National Assembly DEL. However, once funding for health
commitments, capital programmes on schools, ICT in education and other measures are
taken into account, only £32.2 million remains. Of this £14.6 million has been
earmarked mainly for necessary additional expenditure on flooding/flood defence and
teachers pay. This leaves only £17.6 million genuinely uncommitted.




In addition, our conservative estimates at this stage point towards a multiplier effect of

1 :’cause of the above average wage levels in the Steel Industry — so the total jobs
losPwill be close to 8,000. Should all these Corus employees move into the
unemployment pool — i.e. they do not find replacement employment or retire — it is
calculated that the total cost in lost taxation and additional social security payments will
be of the order of £120 million in year one. It should also be noted that since the turn of
the year, some 2,500 jobs have been lost elsewhere in the Welsh economy — including
many in the immediate vicinity of Corus facilities e.g. 330 redundancies at Valeo in
Gorseinon near to the Bryngwyn plant.

We also believe that Ebbw Vale will be particularly hard hit given the total closure of the
town’s principal source of employment. The local authority area, Blaenau Gwent,
already features very prominently in our newly produced index of multiple deprivation.
80% of the electoral divisions in Blaenau Gwent would fall into the list of the 20% most
deprived communities in Wales (and 90% if measured in terms of employment
deprivation). This was before the Corus announcement.

The package of remedial measures

What this means is that it is essential for the National Assembly to put forward an
immediate and proportionate package of measures which address the scale of human
problem as well as the longer term need for industrial sites, regeneration and other
schemes in the areas concerned. We are continuing to work on the phasing of this
expenditure; but on the basis of the company’s announcement, our working assumption
is that the expenditure will need to be committed more or less immediately. This reflects
the fact that all the closures will take effect this year, with the exception of Ebbw Vale
which will finally close by mid-2002. | should also underline that my Ministers are very

clear that given the complete transparency of the Assembly’s budgetary and accounting
systems and the requirement for the Assembly to be consulted on significant changes in
the budget, there is no scope for re-packaging existing commitments.

We have considered a wide range of projects with the capacity to make an early impact
on the local economies and communities involved.

Our list of leading contenders for the Wales-wide recovery plan is outlined below:

Measure Cost Funding from  Additional Bid to the
£m existing Assembly  Reserve
baselines £m  funds (1) £m
£m
Training Support
Rapid Response Fund
Job Transition Training
Work Based Learning
Careers Wales
Wales Union Learning
Fund
Total — all measures




&

The choice facing the Assembly is therefore to:

. Qacure additional funding from the reserve to implement the package;

« scale back the package to £17.6 million if access to the reserve is to be denied;

« implement the package, but cut other front line expenditure, notably in health and
education

Copies go to Simon Virley at No.10, Tom Scholar and Lucy Makinson at the Treasury,
Bernadette Kelly, DTI, Mike Wardle at DfEE and Paul Britton of the Cabinet Office.

\f NACDS

s K

LAWRENCE CONWAY
Principal Private Secretary
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From the Principal Private Secretary

Oddi wrth Ysgrifennydd Prelfat

Mr Mike Wardle

Principle Private Secretary
DfEE

Sanctuary Buildings

Great Smith Street
London

SW1P 3BT

Dear Mike

DAVIES PAGE 02
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CORUS: MEETING BETWEEN MR RHODF:&I MORGAN AND MR BLUNKETT

| thought it might be helpful for the meetingff later today, if | outlined issues that the First Minister
would like to raise with Mr Blunkett in the Ifght of the Corus announcement last week and the

scale of the job losses in Wales. |

1

The Corus announcement will mean direct job losse

Wales (Llanwern and the closure of Ebbw Vale) anaqt

losses come on top of announcements made last ye

The scale of these redundancies which thei First Min
calls for a quick and comprehensive respdnse fron
Minister wishes to raise the following specifi¢ issues:-

Employment service

We understand from ES Wales offigials, that

s of some 3,500, principally in South East
North East Wales in Shotton. These job
by Corus which are still to take effect.

ister will expand upon during the meeting,
all the Government agencies. The First

their mainstream programme budgets for

2001-2002 will be cut by some 35% and stalfing resources by 20%. The First Minister
will want to discuss the implications ¢f these proposed reductions with Mr Blunkett.

5 T
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Job Transition Scheme

This has a £9m budget over the next three
apportionment has yet been made tb Wales
keen to know what the Wales' share will be.

Mature Apprenticeships for Adults

Officials have already agreed the principle

Assembly funding the training. Our programm

The First Minister would like to discuss the pr
of the proposal.

Rapid Response Measures

The First Minister will wish to know if there ar#

Wales. This is presently £1m, compared to th
to expand this in England in the light of th
announcements of major redundancies in the
equivalent increase for Wales will be needed.

Existing Programme Flexibility

Immediate help is available for redundant wor
(Assembly-funded in Wales) and a range of E
under-25s. The First Minister would like to
programmes so that New Deal 25 plus, New
can be used to provide immediate help to Cor

The First Minister will be meeting the Prime Minist
intended that that discussion will enter into details

]
might well refer to them in terms of their impbrtance :k
copy of this letter therefore goes to Simon Verley at N
at the office of the Secretary of State for Wales, and t

Yours sincerely

‘%::"’Mr C—

LAWRENCE CONWAY :
Principal Private Secretary to the First Mihister
Ysgrifennydd Prelfat I'r Brif Welnidog
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years covering the whole of the UK. No
from this budget and the First Minister is

will be known as Job Transition Training.
sent position on the wage subsidy element

O}ES paying the subsidy in Wales with the

any plans to increase the programme for
e England figure of £5m. If there are plans
p Corus announcement and other recent
manufacturing sector in England, then an

kers from Work-Based Learning for Adults
S programmes, including the New Deal for
pursue the possibility of flexing-up these
Deal for over 50s and employment zones
us workers.

r earlier on Monday and although it is not
out these programmes, the First Minister
the overall package we are working up. A
0 10. | am also copying it to Simon Morris
b Daniel Jefferson in Tessa Jowell's office.
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GUIDANCE ON POST-DEVOLUTION PRIMARY LEGISLATION
AFFECTING WALES

I'wrote to you on 18 December, copying my letter to DP colleagues, in order to seek
clearance for a guidance note on post-devolution primary legislation affecting
Wales to be circulated to UK Departments.

You replied, as did John Prescott, Chris Smith and Peter Hain.

All respondents welcomed the production of the guidance note. You welcomed
particularly the stress on early consultation with the National Assembly for Wales to
resolve difficulties.

“John said that he was surprised that the annex to the guidance note suggested that where
Ministers are required to consult the Assembly before acting, this requirement should be
included in legislation rather than in a concordat. John was concerned that this was a
new departure and pointed out that consultation already occurred frequently between the
Assembly Cabinet and DETR in line with the commitments made in the Memorandum
of Understanding. However, statutory requirements to consult the Asscmbly on many
matters already exist. For example, Schedule 2 of the National Assembly for Walcs
(Transfer of Functions) Order 1999 lists, amongst other things, those functions
exercised by UK Ministers in relation to Wales which are exercisable only after
consultation with the Assembly. The point of the guidancc note is that if consultation
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on a particular issue is essential, this needs to be reflected in the legislation, rather in a
“toncordat, given that the latter is a statement of political intent and not legally binding.

John also expressed caution about imposing requirements to consult the Assembly as
opposed to the Assembly Cabinet. Again, this is not a new departure: current legislation
already refers to consultation with the Assembly. Of course, as with other executive
functions conferred on the Assembly, in practice such consultation is usually delegated
to the Cabinet by the Assembly. In the end, however, this is a matter for the Assembly.

You attached to your letter some detailed drafting comments on the guidance. These
have been reflected in the final text, which I attach.

This guidance note will be included in the next tranche of Devolution Guidance Notes
to be published by the Cabinet Office and will also be made available on the Cabinet
Office’s internet site.

[ am copying this letter to thc Prime Minister, members of DP and to Sir Richard
Wilson. 1am informing Andrew Davies at the National Assembly for Wales separately
of the outcome of the correspondence.

~

Yours LQ,/_&,//

AJ/;/VJ;/
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Richmond House 79 Whitehall London SW1A 2NS Telephone 0171 210 3000
From the Secretary of State for Health

IMC: 15922 AL

c €o
The Rt Hon Paul Murphy MP j/
Wales Office

Gwydyr House
Whitehall

London _
SWN A 2ER (
} February 2001

S
ST DAVID’S DAY ADDITIONAL BANK HOLIDAY

Thank you for your letter of 16 January, concerning the proposal for an
additional permanent bank holiday in Wales on St David's Day. |
understand that there is strong public support in Wales for such a holiday,
and this on its own is unlikely to add any pressure in England, although it
will quite clearly have resource implications there.

The obvious danger in this proposal is that it could provoke similar
requests for a holiday on St George's Day in England, a point that
Stephen Byers also emphasised in his response, which could have a
significant impact for all employers including the NHS.

It is also worth mentioning that any extra bank holidays would add to
other employee benefits that the NHS has had to absorb in recent years,
for example the Working Time Regulations, which have had a significant
impact both in terms of resources and management of the service.

Additionally, this would need to fit into the wider legislative context of
other significant changes that will be taking place soon, such as Working
Time for Junior Doctors, flexible working practices and the maternity
review. Collectively these will create additional cost burdens that are
likely to have consequences for the delivery of patient care.

Given the potential consequences for the NHS of an additional bank

holiday, | could not support this proposal until a proper Regulatory Impact
Assessment to fully evaluate the costs and benefits has been made.

Sv310101




Richard Wilson.
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QUEEN ANNE'S GATE LONDON SWIH 9AT
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CEe 0 )
The Rt Hon John Prescott MP S(EN /7 S
Deputy Prime Minister and 0Z FEB 2001

Secretary of State for the Environment, mw%)
Transport and the Regions DO ,L,/ kK=<
Eland House '5&577@ ‘

Bressenden Place
LONDON SW1E 5DU =D OO )

ST DAVID'S DAY ADDITIONAL BANK HOLIDAY

| have seen a copy of Paul Murphy's letter to you of 16 January (which reached
this office on 24 January), seeking HS agreement to his writing to Rhodri Morgan
expressing colleagues' concerns about the proposal to create an additional bank
holiday in Wales and asking the Assembly to assess the level of support for the

proposal. | have also seen the responses of Stephen Byers, Marjorie Mowlam and
Hilary Armstrong.

| share the concerns colleagues have expressed that even the weaker form of
consultation now proposed would raise expectations of a favourable Government
response. By encouraging the Assembly to gauge public support in this way, we
would be making it more difficult for the Government to maintain its position —
on an issue for which, as Hilary has pointed out, the Government remains
responsible. My assessment is that, however strong the public support in Wales,
the objections from a United Kingdom point of view to an additional bank holiday
for St David's Day will continue - certainly in the short term — to make such a
move undesirable.

| therefore do not agree that the Assembly should now be invited to assess the
level of support. | support Stephen Byers' view that we should take no further
steps of a kind that might be perceived as giving a fair wind to the proposal,
unless the concerns colleagues have expressed can be resolved.

JACK STRAW
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From: Geoffrey Norris
Date: 2 February 2001

PRIME MINISTER W‘l R ¢z Jonathan Powell
Alastair Campbell
/'N W \\ [’V@ Jeremy Heywood
\ David Miliband
i

Sally Morgan
Simon Virley

J/\ < Martin Sheehan

~

mew M
CORUS Wﬁ(}/\ W

Round up

In the end Corus dldn t close the whole of Llanwern, but it will lose 1500 jobs and
cease making steel. Most of these jobs will be lost by September. Ebbw Vale will
close by June next year with the loss of eight hundred jobs. Also to close is a small
plant near Llanelli. On Tees Side, in total more than a thousand jobs will go with
Lackenby’s cold plate mill closing in June with the loss of 230 jobs. Scunthorpe loses
over 400 jobs. Total job losses are just over six thousand, half in Wales and half in
England. This on top of the 4,500 job losses announced by the company in the past
year. The company will reduce its steel making capacity by 3 million tonnes.

City reaction to yesterday’s announcement was fairly positive. The Corus Group’s
share price rose by 7p to 82p following the announcement, but is still below the level
achieved immediately after the merger. One analyst did however comment that the
company hadn’t yet “closed down enough. It still has too much capacity in the UK.”

The press reaction today in Wales was pretty lurid. The “Daily Post” front page has
a picture of Brian Moffat with the caption “Most hated man in Wales”. The
“Western Mail” front page leads with a comment from the Welsh Assembly member
for Ebbw Vale saying “At the stroke of a pen my community has been plunged into
bottomless poverty...an era of soup kitchens.” The Political Editor of the Welsh
“Mirror” accuses you of allowing the vital steel industry to “bleed away” (Not very
good quality copies attached).

By contrast PLP reaction seems to be more sombre and realistic. I sat in on a

meeting Stephen had with the steel MPs yesterday afternoon and the mood was
supportive of what you and Stephen have been saying and doing. There is anxiety

RESTRICTED
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about people blaming the Government and some reports that MPs were beginning to
have hostile local media interviews on these lines. But there was also a lot of realism.
I was particularly struck by Paul Flynn’s contribution. Paul said people needed to
avoid using extravagant language, warned of the danger of portraying Wales to the
outside world as a shutdown collection ot smokestacks and said the big issue is

regeneration not fighting a closure that is going to happen. You are meeting the steel
MPs on Monday evening.

Rhodri seems OK. I spoke to him on the phone this morning and despite the
media coverage in Wales didn’t get any sense of panic. He continues to be
realistic about the situation. We may have a slight problem on the horizon
with the Welsh wanting to make a claim on the reserve to fund a regeneration
package. Rhodri wants to see you on Monday.

Corus agreed yesterday to a request from the unions to postpone for two
weeks the start of the 90-day notification period for the redundancies and
signalled that they would be willing to talk to the unions about any ideas they
might have. This was quite an astute move on the company’s part, although I
am not sure it signals it has any potential concessions lined up to offer the
unions.

The unions met today. I spoke to Mick Leahy following the meeting and he
reports they are looking at putting to Corus a proposal to put off the cuts and
instead move staff on to short-time working (with financial support from
Government) in the hope that in time the market will pick up. Alternatively
the company could delay making the cuts and during the extra time start
retraining staff for new jobs.

Our next steps

e [ think for now we should simply take the temperature. In particular I think
we shouldn’t take the initiative and say we are asking for further meetings
with Corus. This could crank the story up and since we don’t really have
anything much to say to them it could leave us exposed. On regeneration,
depending on the political temperature, we had been talking up making
announcements sometime next week. I suspect the 14-day postponement and
the prospect of talks between Corus and the unions makes this problematic.
There is a danger of us being portrayed as undermining the unions as they
attempt to prevent the job losses. What do you think?

(\‘C\\—-\ —

L}
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Corus denounced
as moves begin to
limit the damage

By Carl Butler
Daily Post Staff

CORUS boss Siv Brian Moifat was branded “the
most hated man in Wales” yesterday as he wiped
out thousands of Welsh steelmaking jobs.

The 62-year-old slashed 319 jobs at his former work-
place, Shotton, in a bid to curb Corus’ £lm-a-day
losses.

He alse cut 1,440 at Lianwern near Newpori, 800 at Ebbw
Vale, 130 at Bryngwyn, and 100 at Port Talbot as the com-
pany shed more than 8,000 jobs nationally.

Up to four times as many jobs could be lost indirectly.

Blaenau Gwent Labour AM Peter Law told the Welsh
Assembly yesterday: “Through the sirike of a pen by Brian
Moffat and his board, my community is plunged into bottom-
less poverty.”

Ebbw Vale, where the Corus plant will shut, throwing 8o
people out of work in Wales’ jobless blackspot, is just 40
miles from Sir Brian’s £400,000 home in Monmouthshire.

Mr Law added: “The poor have just got poorer once again.

“Brian MofTat wiil have the title of the most hated man in
Wales following this announcement.”

First Minister Rhodri Morgan ontlined the redund
to a subdued Assembly in an emergency statement.

He launched a bitter assault on the board and marnage-
ment of the Anglo-Dutch company.

Mr Morgan said: “This is one of the saddest days this

Acnomhiv kg For
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OER tho rumn of Comue’s Shetton
works have a long-term future after the
savage secaling back of employment
and activities on the site?

The loss of more than 300 jobs, and the phas-
ing out of three of the plant’s seven lines, jn
what has for generations been one of the flag-
ship industries of North East Waies, is undenia-
bly a body blow to the area.

In the present climate of distrust created by
Corus, nnion leaders and politicians on Deeside
are GO to nead move than mere reassurances
from the Shotton plant’s management that the
reconfiguration can be made to work: YWales
Secreétary Paul Murphy has said it is disgraceful
that the company consulted neither the aovern-
ment nor the Weish Assembly in the decision-

L
making ProTess.

Assembly First Minister Rhodri Morgan went
in aven harder, accusing Corus management of
failing 1o understand their own business. He said
the company har failed to make provision for
the cyclical nature of the steel industry and had
not kept funds available to cover the proverbial
rainy day which comes along aonce every
five years in the industry.

No-one doubts that the Anglo-Dutch com-
bine, fonmed by the merger of the fermer British
Steel and Hoogovens, has taken a battering
because of currency factors and adverse market
forces. Its chainman Sir Brian Moffat, target for
much of the politicians’ fury, has said the prob-
lems were brought about hy acute competition
in export markets, exacerbated by the strength
Gf steriing
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aCioss its UK opsevations. What can be done
to ameliorate the devastation on Deeside as the
eold wind of change again blows through the
steel industry? The area has proved its resilience
in the past but will welcome help this time.

Are there any additional aid programmes that
can be brought into play to help economic
regeneration? That's a question which will, no
doubt, be examined in the Assembly in coming
weeks. The Assembly had offered a package of
help to Corus 1o Ity to prevent deep cuts to the
industry in Wales but was rebuifed by a board

‘intent on cutting capacity.

efforts directed at encouraging innovative
business start-ups

Not all new ventures will succeed, but some
will have great potential for growth, creating jobs
and prosperity for North Wales

These indigenous businesses will also have a
loyalty to the area not always shared by larger
enterpnises and, in particular, the branch
factory-type of operation.

The retraining of some of the steelworkers
coming out of Shotton will be an eardy test of the
new Council for Education ana Training for
Wales, chaired by North Walian Enid Howlands.
The new body, which takes over from the Train-
ing and Enterprise Councils in Aprii, will woTk
closely with colleges and training providers.

Another North Walian, Brian Howes, is to
head up the new Finance Wales organisation.

P QUTICIANS may want to see renswed
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FROM: PAUL BRITTON

ECONOMIC & DOMESTIC SECRETARIAT
DATE: 2 FEBRUARY 2001
TEL: 2700140

SIMON VIRLEY . Peter Unwin (DETR)
Tom Scholar (HMT)
BERNADETTE KELLY Mike Wardle (DfEE)
Lewis Neal (HMT)
Cherie Jones (Wales Office)
Jack Lee (DETR)
Tom Wechsler (DETR)
Geoffrey Norris
Suma Chakrabarti
Richard Abel
Chris Wood
Helen Fleming
Richard Allan (DETR)
Paul Houston (DETR)
David Smith (DTI)
Erica Zimmer (DTI)
Elaine Hendry (DfEE)
Philip Rutnam (HMT)
James Richardson (HMT)
Alison Jackson (Wales Office)

CORUS

This minute makes proposals for the Government response to the
Corus closures announced yesterday in England. It cross-refers to the
position in Wales, where the National Assembly are working-up their

own proposals. The two announcements will need to be co-ordinated.

These proposals concentrate on Teeside, but are scaled down compared

with the previous package. A draft press notice is attached.

Corus’s plans

1. The table at annex A shows, to the best our knowledge, where the

Corus redundancies will fall. Annex B shows the employment and
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unemployment rates for the areas affected. The major redundancies will be

as follows:

Llanwern 1,540
Teesside 1,024
Ebbw Vale 780

Scunthorpe 436
Shotton 319

There will be further losses of white collar jobs at Teeside and Scunthorpe

but the numbers are not known.

Measures to help individuals

2. The support to be provided by the Employment Service was described
in my minute of 26 January. The service will be provided equally in

England and Wales.

Jobshops

B The Employment Service has already opened Jobshops at Redcar and
Llanwern (and also at Stocksbridge and Aldwarke in South Yorkshire). ES
officials are planning to meet Corus to get more detailed information on
timescales and redundancy flows and to discuss where and when other

Jobshops might be needed.

Job Transition Service

4. The new Job Transition Service will be provided in all areas where
there are redundancies. It will cover all those who have lost their Corus jobs
plus family members, contractors and other in the area who have been
indirectly affected. It will offer individually-tailored assistance to match

those made redundant with new jobs and training opportunities.
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Mature Modern Apprenticeships (MMAs)
2. DfEE Ministers favour the establishment of a new scheme to give

structured re-training and wage support during training to those who take

new jobs at significantly lower pay. Treasury Ministers object in principle to

the wage support element of the proposal, arguing that it offers poor value
for money and is in any event unnecessary given the help already in place
through the Working Families Tax Credit and the Employment 50+ Credit.
They also believe that it will not be possible to restrict application of the
scheme to steel workers, a concern which the Prime Minister shared.
Against this, DfEE Ministers believe that the wage subsidy can in practice
be constrained largely to the steel industry through the design of the scheme
and because wage differentials on the scale faced by those made redundant
by Corus do not appear to be a major issue for the majority of those facing

redundancy in other industries.

6. [ understand that DfEE Ministers are ready to fund this element of the
scheme from their existing baseline; but the National Assembly for Wales
does not have the resources to do likewise. Given the lack of agreement
about the principle of the scheme, the doubts about whether it could be
constrained to the steel industry and these funding difficulties, it might be
better to drop the wage subsidy element and to rely instead on the existing
help available through tax credits. In making its announcement, the
Government could draw attention to this in order to head off demands for

re-introduction of ISERBS.

Regeneration Measures: England

Teesside

7- The original package for Teesside worth about £45 million which we
put forward last week was based on the assumption of significantly greater
job losses than now seem to be in prospect. Moreover, whatever we do in
England needs to be proportionate to the response in Wales. (A brief resume

of the Welsh proposals is given below).
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8. This suggests that Ministers should scale back the proposals for
Teesside. The collective view of officials is that we should drop the proposal
to ask John Bridge to lead a task group to make recommendations to the
Government on regenerating the Teesside economy: announcing such a
group would imply that Government was prepared to put significant
resources into the area at a later date. We suggest that the announcement
should concentrate instead on the proposal to set up an Urban Regeneration
Company (URC) on Teesside, which should work with the Tees Valley
Partnership and with the RDA to regenerate the area. There have been
suggestions that the URC should be confined to the two local authorities
South of the Tees (Middlesbrough and Redcar). However, I understand that
Hilary Armstrong believes that to exclude Darlington, Stockton and
Hartlepool would be very badly received in the area and would risk turning

what ought to be a positive announcement into a negative one.

0. Depending on the outcome for Wales, Ministers might want to go no
further than announcing a URC, leaving the specific schemes which we had
previously proposed to be announced subsequently when they are ready. If,
however, they want to beef up the announcement with some new money, the
business park/campus at Stockton, costing £20 million, looks the most
suitable choice. The Middlehaven development is not really mature yet and
the improved access to Teesside airport, costing £5 million, is relatively

small beer.

Scunthorpe

10. The only other area in England suffering significant losses is
Scunthorpe. The view of the Government Office is that the local economy is
in reasonably good shape, with low unemployment (3.8%) and significant
numbers of vacancies. We do not therefore think that Ministers need to
take any specific measures in respect of Scunthorpe, but should merely say

that they are asking the existing task group set up by the RDA, which is
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looking at ways to strengthen the local economy, to factor the Corus

decisions into its work.

Regeneration Measures: Wales

11. The National Assembly for Wales has developed a comprehensive
package of measures including employment and training measures,
transport, business development grants, local social schemes and site
acquisition and reclamation at Ebbw Vale. I understand that the costs of
this package are likely to be substantial — around £75 million - of which the
National Assembly may be able to find up to 50% from their existing
baseline and from end-year flexibility. They would look to the Reserve for
the rest. Paul Murphy is to discuss the package with Rhodri Morgan and
Edwina Hart on Monday morning and will then wish to talk to the Chief
Secretary. I understand that the Treasury position is still that there should

be no access to the Reserve.

Timin

12. It will be important to make simultaneous announcements about the
response in England and Wales. Since the funding issues in relation to
Wales will not be resolved before Monday at the earliest, this points to an

announcement not before Tuesday 6 February.

Press Notice

13. I attach at annex C a revised press notice covering England which
assumes that Ministers will not want to adopt the wage subsidy element of
mature modern apprenticeships; and that, as regards Teesside, they will
want to announce the setting up of an Urban Regeneration Company plus
the funding for the Stockton campus but not the other elements of the

original package.
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14. Do Ministers:

want to drop the wage subsidy element of the employment
package, or would they prefer to retain it, in which case

resources will need to be found in Wales;

agree (subject to the outcome in relation to Wales) that the
proposals for Teesside should be scaled back to setting up a
Urban Regeneration Company covering all 5 Teesside districts,
together with support for the Stockton business park/campus

(cost £20 million); and

agree to mention in the announcement the existing task group
covering Scunthorpe but not to propose regeneration measures

in the other English areas affected by the Corus closures?

Decisions will also be needed on the size and funding of the Welsh package.

PAUL BRITTON
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ANNEX A

BUSINESS
UNIT/PLANT

ACTIVITIES/
LOCATION

EXISTING
EMPLOYEES®

JOBS GOING

BY WHEN

Corus Strip
Llanwern

Ironworks

Steelmaking and
continuous slab caster

Reduced capacity in hot
strip mill

+ cold mill

South Wales Engineering
Business

Central support (admin)

by Sept 01

by Sept 01

by July 01

Corus Strip
Lackenby

coil plate mill

to close by June 01

Corus Colors

Shotton (N Wales)
Bryngwn (Llanelli)

by July 01
to close by July 01

Corus Construction &
Industrial

Teesside
Scunthorpe
Dalzell

} over 3 years

} aprrx 400-yrl

} apprx 300-yr2

} apprx 350-yr3
500 of these jobs to
be out sourced

Engineering Steels

Rotherham
Stockbridge
West Midlands & Others

detail n/k yet

* These figures reflect last summers job cuts although some of those made redundant in 2000 may not yet
have left — so actual current employment at each plant may be higher than shown.

™ Split across all locations; breakdown not known
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‘3USINESS

UNIT/PLANT

ACTIVITIES/
LOCATION

EXISTING
EMPLOYEES®

JOBS GOING

BY WHEN -

Corus Construction &
Industrial and Corus
Engineering Steels head
office/shared services

White collar (Teesside,
Scunthorpe,Rotherham)

Included above in
Teesside,
Rotherham. &
Scunthorpe figures
- split n/k

Stockholding

Spread across small
works across UK

2130

Rail

Workington

270

(6 to be outsourced
during 2001)

Special Profiles

Workington

detail n/k yet

Tubes

Corby
Hartlepool/Stockton
West Midlands

Packaging Plus

Ebbw Vale*

(330 by June 01)
(450 by June 02)

European Electrical
Steels

Various

Special Strip

Rotherham / Newport /
West Midlands

Corporate Centre
(Central Functions)

Various

Wales 3,042
England 3,006
Scotland 2

Biggest hits
Llanwern

Tees Valley
Ebbw Vale
Scunthorpe

1,540

1,024 (+ some white-collar workers - precise numbers NYK)

780

436 ( + some white collar — precise no’s not known)

* These figures reflect last summers job cuts, some of those made redundant may not yet have left — so
actual current employment at each plant may be higher than shown.

* These may not all be in the UK
* These may not all be in the UK
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ANNEX B

Plant and LAD
covered

Expected
redundancies

Employment
Level and
rate in 1999

Employment
Rate in 1997

Unemployment
Rate in Dec
2000

Unemployment
rate in May
1997

ES notified
vacancies in
the last year

Estimated
total new
vacancies in
the last year

Llanwern
Neath Port Talbot

Newport

1,540

50,000 (60%)

57,000 (70%)

12,000

33,000

Ebbw Vale

Blaenau Gwent

23,000 (59%)

Shotton

Flintshire

76,500 (79%)

Teeside

Redcar &
Cleveland

Hartlepool

50,000 (60%)

34,000 (65%)

Scunthorpe

North Lincolnshire

67,000 (70%)

73%

3.8%

5.5%

6,500

20,000

These five redundancies account for 4,099 (66%) of the 6,050 total. In addition there are 1,351 redundancies in smaller numbers and spread
around the country, plus 600 from head office staff, mainly in Teeside, South Yorkshire and Scunthorpe.
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ANNEX C
DRAFT PRESS NOTICE

GOVERNMENT ANNOUNCES SUPPORT FOR AREAS
AFFECTED BY CORUS RESTRUCTURING

Support measures were announced by the Government

today for areas hit by the redundancies announced by

Corus on 1 February.

The first step will be to help individuals back into work with
an intensive assistance package including training. All
those affected by the Corus announcement, whether in

Wales or England, will benefit.

The next step will be to rebuild the local economies affected.
In England the Government has asked task forces in these
areas to develop local action plans. The National Assembly
of Wales is separately announcing measures for those

affected in Wales.

Announcing the measures, Stephen Byers said:

“The Government is determined to play its part in helping
the people, businesses and communities affected by these
closures and redundancies. The measures we are putting in
place will lead to new employment opportunities and new

businesses.”
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The new Job Transition Service will help individuals back into work:

* it will design individually-tailored programmes to match people to
jobs.
it will be made available to all those employed by Corus,
their partners, contractors and others in the area

indirectly affected by the announcement.

Announcing the measures, David Blunkett said:

“A redundancy of this scale can devastate a community

even when the economy is performing well. We will respond
as quickly and as effectively as possible in order to help
those affected through this difficult time. And we will give
those already unemployed in the area the same help and

support as those who have just lost their jobs.”

Existing Jobshops will be expanded and the additional

Jobshops will be set up to meet demand.

The JTS will ensure that people made redundant get advice, support and
training tailored to individual need. They will also benefit from
programmes normally only available to people who have been long-term

unemployed.

The Government recognises that steel workers are particularly well-paid.
When they move to new jobs their income may be cut. The Working
Families Tax Credit and the Employment Credit for those over 50 years

will boost the incomes of those in this situation.
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The Government will support the long-term regeneration of the
communities that have been particularly seriously affected by the Corus

decision.

Tees Valley

* An Urban Regeneration Company will be set up to reinvigorate the

economy of the whole Tees Valley

It will work with the existing Tees Valley Partnership and One North
East, chaired by John Bridge, to develop a regeneration plan

The Government is today giving its support for an important £20
million public sector project in the centre of Stockton to bring jobs to
the area by developing a business park and expanding the Durham

University campus

Scunthorpe
* The task group set up to develop the local economy following the

Corus redundancies announced last summer will look at the

consequences of the latest announcement

John Prescott said:

" The establishment of an Urban Regeneration Company in
the Tees Valley will boost the region. The Company will
make sure that the area gets investment in high quality

economic development to create jobs.

“I have given approval today for a project at Stockton to rejuvenate a
prime site in the centre of the town which will involve public sector
investment of almost £20m. This will enable a flagship business park to

be developed, provide new facilities for the University, provide local
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jobs, bring brownfield land into productive use and improve the

environment along the riverbank.”

Notes for editors

1.

The Corus redundancy plans will lead to the loss of just over 3000 jobs in England
and the same in Wales. The main redundancies in England will be in the Tees
Valley which will lose a total of 1024 jobs. 882 jobs will be lost at the Teesside
integrated plant, including the closure of the coil plate mill at Lackenby (234
jobs). 142 further jobs will be lost in Hartlepool and Stockton. The Scunthorpe
plant will lose about 436 jobs (around one tenth of the workforce).

Employment measures

2.

The Job Transition Service will be run by the Employment Service. £9 million
has been allocated from April 2001 over the next three years to develop and run
the service providing intensive advice and help with jobsearch, as well as early
access to training programmes. In addition, it will draw on Rapid Response
Funding worth £5 million per annum.

. The Working Families Tax Credit (WFTC), introduced in October 1999, and the

Employment Credit for those over 50 years of age, introduced in April 2000, will
supplement the income of individuals who have to take a wage cut in moving to a
new job. The WFTC provides support to low and middle income families earning
up to a maximum of £20,000. The Employment Credit supports individuals over
50 earning up to a maximum of £15,000.

Regeneration measures
4. The existing Tees Valley Partnership will work with the new Urban Regeneration

Company and the local Regional Development Agency to promote the region.

The Government has given its approval for the North Bank Business Park and
University Campus redevelopment project to proceed. English Partnerships will
contribute up to £18m of a £19.4m public sector project to redevelop a derelict site
in Stockton on Tees.
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10 DOWNING STREET

PRIME MINISTER

CORUS - PACKAGE

In addition to the issue of timing mentioned in
GN’s note, there are also a number of issues
on the substance of any package, which we
would welcome your views on.

Whatever is done in England will need to be
proportionate to the announcements made in
Wales. Rhodri Morgan will inform you of his

latest thinking on Monday. But at this stage,
it appears they have some £35m available for
regeneration projects in Wales, and they are

bidding for a further £40m from the Reserve
(which they are unlikely to get).

For England, the key questions are as set out
in Paul Britton’s note (attached). In particular,
in light of the pattern of job losses in
England, are you content to:

focus solely on Teeside?

scale back the size of the package for
Teeside to about £20m?

drop the suggested wage subsidy element
from the employment measures?

We think you should agree to all three
questions. Are you content?

SV
2/2







Treasury Chambers, Parliament Street, London, SW1P 3AG
020-7270 5000

| February 2001

Bernadette Kelly

Principal Private Secretary to the
Secretary of State for Trade and Industry
Department of Trade and Industry

1 Victoria Street

LONDON

SW1H OET
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The Chancellor met with Bob Shannon today-at his urgent request-and was informed of
the discussions that the AEEU have been having with Corus and EXI.

EXI is a Canadian company specialising in wireless technology that plans to be involved
in building the infrastructure for the 3G mobile phone network but has had difficulties
finding a skilled and adaptable workforce. The AEEU have suggested that they employ
ex-steelworkers and EX| have agreed to make a joint announcement with the AEEU
along these lines. The AEEU have also asked Corus for a two week delay before any
redundancies are made so that they can find a way forward that minimises the impact on
the workforce.

Bob Shannon told the Chancellor that both the AEEU and EXI would welcome any
Government support for this initiative. The Chancellor promised to pass on the details to
your Secretary of State and suggested that an early meeting with him might be
appropriate.

| am copying this letter to Jeremy Heywood (No. 10).

n

ks

MARK BOWMAN
Private Secretary
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ADDRESSEE ONLY

Mr S Byers, Secretary of State for Trade and Industry

Embargoed until 0900 — Thursday 1* February
Jhis document is share price sensitive

NEWS RELEASE

1 February 2001
Ref: 63

STRATEGIC REVIEW AND NEW FINANCING STRUCTURE

¢ Introduction

Corus has today announced the results of a strategic review of its UK carbon steel activities, which seeks to
ensure their remrn to profitability through margin enhancement and cost reduction measures. The proposed
restructuring is a result of the continuing high losses, primarily in those activities. Corus’ carbon steel
operations incurred an operating loss of £301million in the nine months to 1 July 2000, mainly due to weak
UK demand and lack of competitiveness in export markets. In contrast, good progress has been made in the

aluminium and stainless steel businesses since the merger in October 1999.
*» Commenting on today’s announcement Sir Brian Moffat, Chairman and Chief Executive, said:

“The radical measures announced today will significantly improve the Group's competitiveness and are
crucial to the future of Corus’ employees, customers and shareholders. However, it is with deep regret that
despite the support and commendable track record of our UK workforce, further significant job reductions

have to take place. The proposed measures will result in:-

_ The reduction of over 3 million tonnes of iron and steelmaking capacity in UK flat products, together
with the closure of certain mills and process lines. This will be accompanied by actions to simplify and
streamline process flows in other operations.

A major reduction in exports of basic flat products from UK operations.
An even stronger emphasis on servicing our UK customers from our UK facilities.
Increased focus on the pursuit of growth opportunities in profitable downstream businesses in all market

areas.

Corus

15 Great Marlborough Street
London W1F 7AS

T +44 (0)20 7717 4444
WWW.corusgroup.com




V1-FEB-2001 ©S:06  FROM TO 978399044 P.@3/@7

. These actions together with the benefits of the Group’s interests in aluminium and stainless steel will create a

sound platform for the Group to secure sustainable growth, underpinned by its ability to provide customer-
focused metals solutions.

We are also- announcing today an extensive refinancing package to be used to replace our principal existing

bank facilities, thereby enhancing the Group’s financial flexibility.”
Restructuring of UK asset base

The key factor behind the poor financial performance of the Group’s UK carbon steel assets has been the lack
of growth in UK demand, pariicularly for flat products. As a consequence, through the 1990s as the
efficiency of the assets employed improved, an increasing proportion of UK basic flat products had to be
exported.

High transportation costs and aggressive price competition in export markets have more than offset the
benefits of the ongoing cost and efficiency improvement measures achieved by Corus’ UK workforce. This
adverse situation has been dramarically worsened by the weakness of the Euro and as a result very significant

losses have been incurred.

Against this background the proposed restructuring programme comprises a reduction of over 3 million
tonnes per annum in UK flat products capacity. This will align capacity closer to a level which is consistent
with a sustainable domestic market share. In parallel, a series of significant organisational, efficiency and

manpower productivity improvement measures is being launched across other business operations.

Gorus’ remaining UK flat products capacity will be focused primarily on supporting UK customers in order

to secure mutual benefits in terms of quality, service and position in the market.
The restructuring will result in the following plant configuration changes:

Llanwern: the closure of iron and steelmaking operations: the closure of the annealing and tempering
facilities; and a reduction in activity levels at the hot strip mill and cold mill operations;

Ebbw Vale: site closure;

Shotton: the closure of the pickle line, cold mill and one electro-zinc line;

Teesside: the closure of the coil plate mill; and

Bryngwyn: site closure. i

The annealing and tempering facilities at Shotton and the pickle and galvanising lines at Port Talbot, which

were mothballed in Autumn 2000, will also be closed.

The above configuration changes will be completed during 2001, with the exception of the closure of Ebbw
Vale which will be completed by mid-2002.
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These measures will lead to reductions in manning of 3,000 comprising Llanwemn 1,340, Ebbw Vale 780,

Shotton 319, Teesside 234, Bryngwyn 127 and Strip Products central functions 200.

Recognising the severe market pressures and the need to secure further cost savings, the following series of
organisational, efficiency and manpower productivity improvement measures involving further job

reductions of 3,050 will also be implemented across other business operations:

the amalgamation of the business head offices of Construction and Industrial and Engineering Steels

which, together with shared services across the two businesses, will lead to 400 job reductions;

a range of job reductions across businesses comprising Construction and Industrial 1,086, Engineering
Steels 390, Tubes 298, European Market Unit 292, European Electrical Steels 276, Special Profiles
46, Special Strip 35 and Rail 27; and

the streamlining of central functions, including the Corporate Centre; involving 200 job reductions.

These measures will be implemented during 2001-2003 and when completed Corus’ manning in the UK will
be some 22,000.

Full consultation will take place with the relevant Trade Unions and a comprehensive éounselling service

will be provided to assist all employees who are affected.

In addition, UK Steel Enterprise Limited, Corus’ job creation arm in the UK, will be fully involved in

helping to alleviate the social impact of this restructuring and the consequential manpower reductions.
Estimated Group operating results (see Appendix I)

Provision will be made in the accounts for the period to 30 December 2000 for the impact of the

con figuration changes made public today, including the related fixed asset write-downs. Provisions will also

be made in those accounts for the impairment of other fixed assets held in the UK and the US.

Other provisions relating to organisational, efficiency and manpower productivity improvement measures,
will be made during the first half of 2001.

The preliminary announcement of Corus’ results will be made on 15 March 2001. The Group’s operating

: result, based on.unaudited management accounts for the 12 months to 30 December 2000, is estimated to be a

loss of £1,050 million after restructuring and related charges of £1,027 million. For the 15 months to 30
December 2000, the Group's operating loss is estimated to be £1,172 million after restructuring and related

charges of £1,042 million.

P.04,@7
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. . e Estimated benefits

\ !

As a result of the measures made public today, estimated pre-tax benefits of some £180 million per annum
are anticipated by the end of 2003, at an estimated net cash cost of some £220 million. The total job

reductions identified since October 1999 fully encompass the manpower-related savings of the merger

Synergy programime.
e Merger Synergies

In its present plant configuration the Group is on track to achieve the targeted savings from the merger
synergy programme. However, the impact of the proposed restructuring on plant configuration in the UK

means that it will no longer be practical to identify separately the merger synergy savings.

e  Group indebtedness

o

Estimated net debt of £1,660 million at 30 December 2000 was marginally better than the position at 1 July,
despite the difficult operating environment.

» New financing structure

The Group has successfully concluded a new EUR 2.4 billion syndicated loan facility with a group of leading
banks. This replaces the existing complex and inefficient bank facilities which were largely a legacy of the
former companies. The new facility together with existing bonds and debentures will provide the Group with

flexibility in meeting its medium term financing requirements.
e  Outlook

The oversupply of carbon steel products into the EU caused prices to weaken towards the end of 2000 and
this trend has continued in early-2001, With the exception of the UK, however, demand remains firm in the
EU. With the recent production cutbacks announced by Corus and other European producers, it is anticipated

that some price recovery will take place in the second half of 2001.
e 'Dividends
In view of the continuing challenging market conditions and the restructuring initiatives announced today,

the Board will be recommending that no final dividend be paid for the period to 30 December 2000. It will

consider the level of dividend for the current year in the light of trading conditions and market outlook.

P.85-/@7




“Agpo1-pasunouue sainsesw AAnonpod romoduew pue AsueIdLye ‘(euonesiue3Io Jo Salas

| Jo 193dsal U1 ‘1002 JO JIBY IS Y3 Ul JPBW 3q [[IM W(ST Awos Jo uoisiacid Joyuny pue arredos v
ﬂEE.-anE. PUE S1J0-3)LiM 13558 P3XTJ 01 UOHR[aI U wo69F -

pue n»n_ug o1iqnd spewr-se3aer)s uotzeinSyuod sy o1 June]sl umou oo pue Aduepunpal wozz3 -

‘powad ay3 FuLmp pasunouue sIARENIUl Jo 19edsal Ul Wg9F -

b sosudwod

0007 19qQUIa2s( Of O SWpUOW 9 Yl J0J WGLET JO sadreyd pare[as pue SuLMONIS3) PIIRUNS? Y]
"100T YIIEA S| U0 35ea[al

10} pa[npayds are 0007 JoqWeasQ 0f 03 omm_ 13qo1Q 9 woy poued ay) 10 synsas Areurun(aid oy
‘suonesado

13915 UOQIEDd S0 JO 109dsal WT O[T ZG|F PUR UOK[[IW 6¥]F JO S3550] bo>5uu%2 PapnPW ‘0002
AInf | 01 SIUOWLY. 91 pue 0002 bn::n_. [ 01 sipuow ¢ oy JoJ papodal se u_smoh Supzesado [Bnyoe o],
“SIUTIO99E JuslaSeuet _uoa_v_.ac: uodn vuvdn aIe mo._swc sA0qQe YL

L

0007 49qUI233(] OF O} SYAUOW G| PITBWNSE -
000Z 15qUIa33(] O O3 SYUOW 7| pareumsy

(1a1) © 00T 49qma03(] Of O3 SPUOW 9 PAIBWRST

8L 000Z Am( | 03 STRUOW § [PV

(zo1) 000z Arenue( | 03 SIUOLL ¢ [eTIIY

(ssop)ayoad sagiaeys pajejal sagueyd pajejal » :
3unesadQ 7 SuLINPNNSIY  3ULINONLISIA 310Jag uoyum 3

(35313)u1 310J2q Ing noneIIdap 133J8)

s3nsay SunesadQ dnoan pajeuwnsy

I xipuaddy

L08/90°d PYOEEESLE Ol 90:60 T0Bc-934-10




01-FEB-20081 ©S:07 FROM TO 978399044 P.@7/@7

Appendix 11

Certain forward-looking statements
~

This news release includes certain “forward-looking statements” within the meaning of Section 27A of the
US Securities Act of 1933, as amended, and Section 21E of the US Securities Exchange Act of 1934, as
amended, many of which are beyond Corus’ control and all of which are based on Corus’ current beliefs and
expectations about future events. Forward-looking statements are typically identified by words such as
“will,” “anticipate,” “estimate” and similar expressions and include, among others, statements regarding
Corus’ strategy, operations, economic performance, financial condition, future results of operations and
capital needs, its proposed restructuring and the steel industry generally. Although Corus believes that the
expectations reflected in such forward-looking statements are reasonable, no assurance can be given that such
expectations will prove to have been correct. Accordingly, because such statements involve risks and
uncertainties, acmal results may differ materially from those expressed or implied by such forward-looking
statements. Factors that could cause such differences include, but are not limited to (i) Corus’ ability to
execute the proposed restructuring, (ii) the economic climate in the UK and mainland Europe, (iii) the value
of the pound sterling, particularly in relation to the Euro, (iv) changes in the global market for steel, (v)
market developments, (vi) effective management of employees, supplies and technology, (vii) changes in
environmental and other regulatory requirements and (Vviii) business risk management.

CONTACTS:

Investor Relations : (44) (0) (20) 7717 4501/4503/4504
UK Media Relations ~ : (44) (0) (20) 7717 4502

Netherlands Media Relations:  (31) (251) 498318

TOTAL P.@7
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RHODRI MORGAN SLAMS CORUS OV

DAVIES PAGE 02

Cynulliad Cenedlaethol Cymvu . (0
The National Assembly for Wales

3(&,

W01123-ind
1 February, 2001

ER 'APPALLING DECISION'

|
Corus should urgently reconsider its plans to slash more than 3,500

jobs at Welsh steel plants, National Assembly First Minister, Rhodri Morgan,

said today.

"Our offers of help have come up agaghst a brick wall. The same

|
applies to the unions and to the Iron and Ste

2] Trades Confederation's

takeover offer. Corus's committed, efficient Qnd loyal work force deserve

better than this.
|
"It is not too late to look again at this te
!
misery to communities which have had more|

past. Ifits cutbacks and closure plan is taken
we on the governmental side will be ready to

discussions, in order to map out a more worthwhile future than the company

rrible decision which will bring

than their share of kicks in the

away, Corus will again find that

enter into meaningful

appears to have been able to fashion for therﬁselves.

Swyddfar Wasg
Bae Caerdydd
CF99 INA

Ffon: 029 2089 8559

Press Office
Cardiff Bay
CF99 INA

Tel: 029 2089 8559
Fax: 029 2089 8560/61
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N

decision making. In future you must be moﬁe open with us and your own

"l say to Corus--this must be the endof short-term thinking and

people. You will not be forgiven if you mainfain a closed and secretive

approach to business."

|
Mr Morgan said it was 'rubbish’ to SU?@QGSt the job losses were the

result of strength of sterling and weakness of the euro--in commodity sectors
like steel there will always be bad times as v«flell as good.

Corus senior management had not sh;;own the necessary prudence and
workers and their families were due to sufferlas a result.

"Recently | have been talking to a lot ¢f steelworkers and their unions
about the troubles of Corus and the reasons behind them. Nearly everyone
agrees that one of the most fundamental problems is the remoteness of the
senior management and the associated lack bf consultation with the workers,
who are some of the best in the world." |

Mr Morgan intends visiting the commuhities named in the Corus
closure programme in the next few days.

"The Assembly has a special role to plgy in giving a voice to the
feelings and the concerns which now confront us and | want to find out at first
hand just how deeply these jobs losses will cut, if they are carried out,” he
said. !

Assembly Deputy First Minister and Ec‘lanomic Development Minister,
Michael German said: "This is a bleak day for|Wales and especially for those
individuals, families and communities most directly affected. Yet we need the

skills, expertise and energies of all our peopleto be fully engaged in shaping

the future of the Welsh economy. |
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its business.

-

"I pull no punches about the way in which the company has gone about
|

~ [

"It is incredible that it has targeted UK steel workers who are without

doubt the most productive steelworkers in E rope. Between 1998 and 1999

alone, they increased their productivity from ; 33 tonnes per person to 571.

"I too urge Corus to reconsider its detision: to tough it out until trading
|
1
|

conditions.improve; and to back the commitment and dedication of their

workforce who are amongst the most skilled and productive in the world," he

said,

NOTE

The Corus announcement will result in more vhan 2,500 job losses at Welsh
steel plants, with a further 1,000 or so amongf contractors and associated
work., |
Rhodri Morgan will hold a Press Confereml:e at the National Assembly,
Cardiff Bay (Committee Room §) , Ground Floor, at about noon today
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CORUS: DRAFT PRESS NOTICE
The Chief Secretary has seen Helen Fleming’s note of 30 January.

2. Heis broadly content with the draft press notice and the handling
proposed. He recognises this may continue to evolve as the situation
develops, and he would be grateful to see any further drafts as they are
prepared. The Chief Secretary also had the following specific comments.

3. First, he understands that all of the proposals in the press notice are
to be funded from within departments’ existing resources including
unused end-year flexibility. He would expect the same to be true in
relation to the implementation of any proposals identified in the report to
be prepared by John Bridge. It will plainly be very important for
Departments including DTI, DETR and DfEE to liase closely with Mr
Bridge as he prepares his report, and to keep expectations in line with

what is deliverable.
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4. Second, as you know, the Chief Secretary does not agree to the
proposal for wage subsidies in the proposed Mature Modern
Apprenticeship scheme — the section in square brackets in the draft. It
would also be helpful if the press notice could insert “some” before
“programmes” in the last sentence before the heading ‘“Local
Regeneration”, and make clear that the £9m figure in Notes for Editors is

total provision for JTS over three years, including what is spent on Corus.

5 Third, the Chief Secretary is content for DTI to comamit to £0.5m
from existing resources to fund broadband roll-out activity on Teesside,
but this is without prejudice to decisions on the wider proposal made by
DTI for £30m of ISB funding for broadband roll-out activity across
England.

6.  Finally, it will obviously be important to tie any announcement in
England to announcements made in Wales by the NAW. The Chief
Secretary also thinks that it might be worth bringing out in the
presentation that our ability to respond sensitively to major problems like

this reflects the new structure of devolved and regional responsibility that

- has been created in the last few years.
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7 I am copying this letter to Simon Virley, the Private Secretaries to
David Blunkett, John Prescott, Paul Murphy, and Rhodri Morgan, to
Geoffrey Normis at No. 10 and Helen Fleming at CO.

s ed

LEWIS NEAL
Assistant Private Secretary
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\. MINISTER FOR LOCAL GOVERNMENT AND THE REGIONS

’ D E T R DEPARTMENT OF THE ENVIRONMENT

ENVIRONMENT - TRANSPORT AND THE REGIONS
TRANSPORT
REGIONS ELAND HOUSE

BRESSENDEN PLACE
LoNDoN SWIE 5DU
The Rt Hon John Prescott MP

; o TEL: 020 7944 3000
Deputy Prime Minister FAX: 020 7944 4489

Department of the Environment, E-Mail: hilary_armstrong@detr.gsi.gov.uk
Transport and the Regions
Eland House

Bressenden Place

London

SWIE 5DU
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ST DAVID'S DAY ADDITIONAL BANK HOLIDAY

Paul Murphy’s letter to you of 16 January follows up his earlier letter of 30 September 2000
seeking HS views on the possibility of an additional bank holiday in Wales on St David’s Day
(1 March). Notwithstanding the concerns raised by colleagues in the previous round, he
proposes writing to Rhodri Morgan and asking him to assess the level of support for the
proposal in Wales.

I am uneasy about this approach because, despite Paul’s assurances that this would not be a full-
scale consultation exercise, I do not see how it could be kept out of the public domain, or indeed
that the Assembly would wish to keep it so. Hence it would inevitably raise expectations of a
favourable Government response to the proposal no matter what caveats Paul might make in
putting the issue back to the Assembly.

Given the concerns that colleagues have already expressed about the implications of an additional
bank holiday, and that this is a matter that s not devolved to the Assembly, I do not think I could
support Paul’s latest proposal.

I am copying this letter to the Prime Minister, to members of HS Committee, to Melanie Johnson

and to Sir Richard Wilson.
%@w

s
Wl / JfL/.JJ'
HILARY ARMSTRONG
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FROM: PAUL BRITTON

ECONOMIC & DOMESTIC SECRETARIAT
DATE: 26 JANUARY 2001
TEL: 270 0140

(BY EMAIL ONLY)

SIMON VIRLEY :  Peter Unwin (DETR)
Tom Scholar (HMT)
Bernadette Kelly (DTI)
Mike Wardle (DfEE)
Deborah Nickerson (HMT)
Cherie Jones (WO)
Anna Coleman (NAW)
Geoffrey Norris
Suma Chakrabarti
Richard Abel
Chris Wood
Helen Fleming
Paul Houston (DETR)
David Smith (DTI)
Erica Zimmer (DTI)
Elaine Hendry (DfEE)
Philip Rutnam (HMT)
James Richardson (HMT)
Ron Loveland (NAW)

CORUS

This minute contains a provisional package of proposals for the

Government response to Corus’s planned plant closures. These
proposals have been produced by an inter-departmental official group.
They consist of Employment Service measures to assist people who
lose their jobs and regeneration proposals (worth £45m) for Teesside.
The latter could be replicated if there were major job losses elsewhere
in England. The National Assembly for Wales and the Scottish
Executive are preparing their own responses. Copies of this minute go

to other Ministers in departments with a key interest.
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Background

1. We suspect that Corus will announce their plant closure proposals on

Tuesday 30 January or (less likely) Wednesday 31 January. We do not

know the details, though total or partial closure of Llanwern (up to 3,500
direct jobs) and part of Corus’s capacity on Teesside (up to 3,700 direct jobs)
seems likely, plus smaller job losses elsewhere. A list of the plants which
DTI consider most at risk is at annex A. The multiplier effect will increase

the number of jobs lost in each affected area.

Government Response

2. The response proposed below consists of measures to help individuals
made redundant, which would apply across Great Britain (except the
training element, which is devolved in Wales and Scotland), and
regeneration measures, which will need to be tailored to specific areas. The
regeneration measures suggested below are for Teesside: the National
Assembly for Wales (NAW) is working up its own package. The Teesside
approach could be replicated elsewhere in England if necessary. The
response will need to be proportionate and if job losses on Teesside are

lower than we fear, Ministers might want to scale down the proposals.

Measures to help individuals

3. Annex B describes the existing support provided by the Employment
Service, including job shops already established at Redcar and Llanwern,
and the new job transition service which can be applied to Corus

redundancies, including proposals for mature modern apprenticeships.

New Job Transition Service

4. DfEE propose to roll-out the new job transition service, currently
under development in South Yorkshire, to cover all areas affected by Corus
redundancies. It provides help which, compared with existing
arrangements, is more flexible and closely tailored to individual need and

more focused towards the needs of employers. Each client will be assessed

RESTRICTED - POLICY
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by a personal adviser to assess employability and the support needed by the
individual. Also Employment Service managers will contract with
intermediaries to work with local growth employers to identify recruitment
and skill needs and development programmes to bring skills up to entry

level.

Mature Modern Apprenticeships (MMAs)

8. When Ministers met the Prime Minister in December to discuss Corus,

they were attracted by MMAs in preference to a resurrection of the former

ISERBs scheme to compensate redundant steel workers, which was

expensive and offered poor work incentives.

6. MMAs would comprise a re-training package tailored to the needs of
adults with existing skills and work experience and temporary wage support
for up to 1 year for people taking a wage cut to move to a job offering such
structured training. A flat rate subsidy of £60 a week for full-time
employment is proposed for those aged 25-49, provided that they have a
gross individual income in their new job of less £15,000 a year and have
suffered a salary loss of at least £4,000 a year compared with their previous

job. More details are in annex B.

[ Treasury cannot agree to the wage support element of this proposal.
It believes that it will prove impossible to constrain wage support to ex-
Corus workers and that Government will face demands for this much more
widely, with considerable public expenditure implications. The ISERBs
scheme was exceptionally poor value for money, and the fact that it was
abolished provides no basis for resurrecting elements of it. The Government
has subsequently introduced the Working Families’ Tax Credit and the
Employment Credit 50+, providing significant wage support reaching up to
those earning £15-£20,000. Furthermore, Treasury believes that the
precedent of wage support of £60 per week will create an expectation that

the Employment Tax Credit will be set at a similar level, which the
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Government will not be able to meet. However, Treasury would support the
establishment of an Action Team for Jobs in Llanwern instead of this
proposal, mirroring the situation in Redcar where there is already an Action
Team. Their view is that it would be for DfEE to bear the costs of this
through their DEL.

Regeneration: Teesside

RDA-led Working Party

8. We propose that John Bridge, Chairman of the Regional Development
Agency for the North East, should be asked to co-ordinate a regional
response based on the task group set up to cope with earlier Corus
redundancies. It would pave the way for an Urban Regeneration Company
on Teesside and look for ways of revitalising the local economy, making

recommendations to Government.

9. There is an issue whether the Government should announce now that
a specific sum would be available to fund the task group’s
recommendations, as happened with Longbridge. This would need to take
account of the value of the package of specific proposals below, worth about
£45m. Against this, the position at Longbridge was different in that an offer
of RSA had been made to BMW which was not taken up. The resources

were available and the sum (£129m) was known publicly.

10. Given the difficulty of fixing now an appropriate amount before
knowing what recommendations the task group would make, an alternative
approach would be to announce that the Government would consider the
group’s proposals in the context of the allocations yet to be made to RDAs
for years 2 and 3 of SR2000. If Ministers wanted now to quote an eye-
catching figure for Government investment in Teesside, we suggest that they

could use a figure of “around £200m”. This is made up as follows:
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allocations already made and announced under SRB 4 and S5,
the Neighbourhood Renewal Fund, and for the Middlesbrough

New Deal for Communities (totalling £117.4m).

the specific new regeneration measures contained in this

submission (worth £45m).
the value for Teesside of the DfEE measures in annex B: this
depends on take-up, but we estimate that the value might be

around £15m.

RDA projects and RSA which might be expected in the next 3

years (estimate £20m).

Specific Regeneration Measures

11. The package of immediate measures for announcement is set out at

annex C. It includes:

Teesside Urban Regeneration Company: The URC would

develop a plan for the long-term economic development of the
area - its establishment has been under discussion for some
time and is publicly known but has been awaiting formal

Government approval.

£20 million Government investment in Stockton: English

Partnerships would lead the development of a derelict site,
including transport links, to create a business park and
University of Durham facilities — the scheme has been awaiting

confirmation of the Government’s contribution.
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Middlehaven project: £14.7m is already going in to Phase I of a

project to remediate and provide infrastructure for a site in
Middlesbrough Docks. Phase II - for which plans are awaited -
would require significant further investment of the order of
£16m: Ministers could announce that they were ready in

principle to fund this.

Transport improvements: A £5 million scheme to improve

access to Teesside Airport could be accelerated; two feasibility
studies could be funded for a new Tees crossing and for an LRT
scheme in the Tees Valley — these would be seen as new

announcements.

Knowledge Economy projects: the Tees Valley Partnership

would seek to acquire from Corus their Redcar research facility
(at a cost of around £1.5m); and would consider the expansion

of the chemicals research facility at Wilton.

Broadband/digital communications: the Government would

accelerate the roll-out of the next generation of communications

infrastructure on Teesside.

The value of this package is about £45m.

Wales

12. A note describing the approach which the NAW intends to adopt to
regeneration is attached at annex D. It proposes to establish an operational
task force led by the chairman of the Welsh Development Agency; and the
Agency is working on a strategic development plan for the areas likely to be
affected. There are at this stage no proposals as specific as those for

Teesside mentioned above.
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Scotland

13. If there are significant cuts in Scotland, the Scottish Executive
intends to establish immediately a response team of local public agencies,
including the Benefits Agency, the Employment Service and the Local
Enterprise Company to help those affected find new work. The team’s

activities would be in accordance with Partnership for Continued

Employment (PACE), a Scotland-wide initiative launched by the Executive in

March 2000.

Costs
14. DfEE can meet the cost of the job transition scheme from its existing
baseline. The specific regeneration measures for Teesside mentioned above

can also be accommodated with existing baselines. However:

if Ministers wanted to announce a specific amount which would
be available to implement the recommendations of John
Bridge’s working party for Teesside, DTI and DETR say that they

would need access to the Reserve;

DfEE likewise say that they would need access to the Reserve
for the costs of Mature Modern Apprenticeships (£4.5-7.2
million for England and Wales over two years depending on

take-up).

15. In addition, the National Assembly for Wales have sought an
assurance that the Treasury would look sympathetically on any request for
access to the Reserve for help with any regeneration measures which they

bring forward in relation to Llanwern and other sites in Wales.

16. The Treasury argue that the Reserve is already under intense pressure

for 2001/02 and that departments should first have recourse to their
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existing budgets, including the very substantial sums, running into
hundreds of millions of pounds, which they will be able to carry forward as a

result of emerging underspends this year.

Timin
17. When they discussed Corus with the Prime Minister on Monday,

Ministers concluded that while the Government would need to give an

immediate reaction to the Corus proposals, it would be best to hold back

their substantive response for a few days while public attention focused on
Corus itself, and to make their full announcement when people began to
question the Government’s role. From a practical point of view, that would
help in that it would give time to tailor the response to Corus’s actual
decisions. But if Ministers want to respond straight away, the package
would enable them to do so, subject to rapid adjustment in the light of what

Corus announce.
18. One possibility might be to split the Employment Service and
regeneration measures, announcing the former immediately in order to give

reassurance to people losing their jobs.

19. There will need to be co-ordination with the NAW who will announce

their own response (and with Scotland if there is a Scottish announcement).

Press Notice

20. DTI are preparing advice on the stance that the Government should
adopt when the Corus announcement is made, together with a short draft
Press Notice, which should be available by first thing on Monday. We will
co-ordinate on Monday preparation of a further Press Notice announcing the
substantive response proposed in this submission. This could, if necessary,
be split into Employment Service and regeneration components for separate

announcement. We suggest in any event that David Blunkett should issue a
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separate press notice tailored to Welsh circumstances to accompany that to

be put out by the NAW.

Conclusion

21. The Prime Minister and his colleagues need to decide:

whether they are content with DfEE’s proposals for the job

transition scheme, in particular those for Mature Modern

Apprenticeships (and if so, to decide how the latter is to be
funded);

whether the package of new regeneration measures for Teesside

worth about £45m is acceptable;

whether they wish to announce a specific sum of money which
will be available to implement the recommendations of the John
Bridge-led working group for Teesside and, if so, how this is to
be funded;

whether they wish to use the headline figure of Government
resources recently allocated or in prospect for Teesside of “about
£200m”; and

when they wish to announce these measures.

The package will probably need to be adjusted once we know Corus’s actual

proposals.

PAUL BRITTON
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ANNEX A

Corus - plants at risk (revised on 26/1/01)

Possible options
Corus might be
considering!

Number of direct
jobs which could be
affected

Product range

1. Full closure of
Llanwern

End of steelmaking,
downstream
processing (hot and
cold rolling) including
Zodiac (hot dip
galvanising) line for
automotive products

2,500 job losses
(Corus already
announced 450 job
losses at this plant
last year) + a further
1000 contractors
employed on site

Taking into account
multiplier effect of 1.5
gives estimated job
losses of 5,250 (NAW
estimate 8,800-
12,300)

Manufacture of hot
and rolled strip
products for variety of
markets — hot rolled
for transport,
construction,
shipbuilding, general
engineering — cold
rolled for automotive,
construction,
packaging, consumer
electronics, general
engineering. Feeds
other plants
particularly in Wales
— Trostre and Ebbw
Vale (packaging),
Shotton (coated strip).
General overlap of
facilities with Port
Talbot and/or
[jmuiden.

2. Closure of
Lackenby Mill at
Teesside (coil plate
mill). The Lackenby
Mill, although located
on Teesside complex
is part of the South
Wales strip business

500 job losses (Corus
already announced 65
job losses at this mill
last year)

+ 150 onsite
contractors

Taking into account
multiplier effect of
1.25

gives estimated job
losses of 812

Coil plate mill -
variety of thicknesses.
Produce some end
products eg floor
plates but primarily
feeder for other plants
eg pipes (Hartlepool)
and tubes (Corby).
Corus say that most
of coil plate could be
produced in strip
mills in South Wales

' Corus have indicated that Wales is the main area of vulnerability but that the announcement is unlikely to be
restricted to Wales. Therefore an announcement could be options 1, 2 and 3 or some other permutation may be
possible. This note represents officials’ best guess of the likely position, notwithstanding reports of possible
redundancies at other sites in today’s “Financial Times”.
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or Imjuiden but not
all thicknesses.

3. Closure of plate
mills in Dalzell,
Motherwell and
Cambuslang,
Clydebridge

300 employees at
Dalzell and 80 at
Clydebridge (Corus
already announced 87
job losses in Scotland)
+ 100 on site
contractors

With multiplier effect
of 1.25 gives total

estimated job losses
of 600

Manufacture plate and
pipes for shipbuilding,
oil industry,
construction etc. Plate
mills are the two
remaining plants in
Scotland and are
“island” plants ie. no
local steelmaking
ability (take steel from
Teesside). Suffering
because of declining
markets and import
penetration.

4. End of
steelmaking at
Llanwern but
retention of
downstream facilities
with basic steel
products transported
from Port Talbot by
rail for downstream
processing

1,000 job losses +
500 estimated on site
contracting jobs.

With multiplier effect
of 1.25 total

estimated job losses
of 1825

Steelmaking

5. Full closure of
Teesside/Lackenby
Integrated
steelmaking

Coil plate mill

Heavy section mill
All except coil plate
mill part of the
Construction and
Industrial part of the
Corus business (other
main part of this
business is the
integrated
steelmaking plant in
Scunthorpe)

3700 job losses
(Corus already
announced 526 job
losses last year in
addition to the 65 job
losses in the
Lackenby Mill) + 1000
contractors.

Taking into account
multiplier effect of
1.25 gives estimated
job losses of 5875

Teesside has one
large blast furnace
producing steel for its
own use, for use by
other plants and for
sale on open market
(recent mini re-line of
blast furnace).
Produce steel for
other plants —
primarily slabs and
blooms eg for
Skinningrove (special
sections), Workington
(rail),
Dalzell/Clydebridge
(plate).

Teesside is principally
involved in
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construction industry
(Lackenby Mill
exceptionally part of
South Wales strip
business). Heavy
section mill unique
facility to Corus
Group making beams
and columns. Given
construction business
has high UK content
and high UK market
share it would appear
less vulnerable than
the strip plants

DTI analysis suggests that it would be prudent to assume a multiplier effect of 1.5 for
Wales and 1.25 for UK regional sites
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ANNEX B

DfEE Response to Corus Redundancies

CURRENT PROVISION

Northern Region and Office for Wales, the two ES regions affected, have
nominated senior managers to lead on CORUS. The two ES Field Directors
are already heavily involved with the local partnerships, and will
automatically become key members of local Task Forces.

In response to the earlier CORUS redundancies, ES has already established
Jobshops on the CORUS sites at Llanwern and Redcar. Both will be
expanded very quickly to cope with a larger number of redundancies, or
indeed a total closure of one or both plants. Precise need will depend on the
phasing of any redundancies. We will seek co-operation from CORUS in
providing suitable premises and facilities. ES also has plans in place to
enhance job information and careers advice and to provide Jobsearch
facilities, not only in-house but also by the use of our network of
contractors. The current contingency plans provide for:

e Job information points
Access to vacancies on Jobpoints

Pro-active marketing to employers and sector groups (including
automotive and electronics)

CV preparation

Job search assistance

Counselling

Careers advice (Information, Advice and Guidance)
Early access to ES programmes

Referrals to a range of programme provision (including small business
advice, sole trader initiatives)

Benefits advice
Early access to Work Based Learning for Adults (in Wales this is a

devolved responsibility and there are on-going discussions with the
Assembly about the provision that should be offered.)
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NEW JOB TRANSITION SERVICE

The Department has brought forward its plans to roll out the Job Transition
Service, currently under development with the South Yorkshire Task Force,
which was established in response to Corus redundancies announced last
summer. This development work will now be extended to all areas affected
by Corus redundancies.

The service builds on the success of the existing ES Rapid Response Units.
In particular, it will ensure that our response is:

e More flexible and closely tailored to individual need

e More focused towards the recruitment and skills needs of employers
able to offer jobs

Extended to meet the needs of all those affected by the redundancies,
rather than just those actually being made redundant

Key objectives

e To help people make the transition into quality jobs, using
transferable skills and offering opportunities for progression

To reduce the impact of redundancy on the community as a whole

To be ‘demand-led’, ie work with new employers to meet their
skills/recruitment needs; work with individuals to meet their
aspirations; allow decisions about best approach to be made by the
community

Three integrated elements

Help+ Guarantee

Each client will be assessed by a Personal Adviser to establish:
e employability in the local labour market
e support needed (see above)

e financial support for the above where none available through other
programmes

This service will be available to:

e all Corus employees, regardless of place of residence

e sub-contractors affected by the restructuring, regardless of place of
residence
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e those resident in a pre-defined geographical area who are affected
indirectly by the redundancies

Demand-led Service

From 1 April, newly-appointed ES managers will contract intermediaries to
work with local growth employers to:

e identify recruitment needs

e analyse skills requirements (sector-specific, company-specific, role-
specific)

develop programmes to bring skills levels up to entry level.

This will build on existing ES employer-focused work.

Mature Modern Apprenticeships

MMAs will be part of the Job Transition Service, and will be dependent upon
the personal assessment process and the Demand-led Service.

MMAs will comprise

e a retraining package using Modern Apprenticeship frameworks at
levels 2 and 3, tailored to the needs of adults with existing skills and
work experience

temporary wage support for up to one year for those people who have
to take a wage cut in order to move into a job that offers such
structured training (but Treasury are opposed to this — see below)

The overall objective is to encourage people to develop new skills in order to
move into jobs that offer progression in more sustainable industries,
particularly those suffering skills shortages. It will also encourage
employers to take on and train people they would not normally consider as
job ready’.

Outline proposal is:

e A flat-rate subsidy of £60 a week for full-time employment (£3,120 a

year) and £40 for part time work paid for a maximum of a year (52
weeks).

Must be entering an agreed MMA scheme (or Welsh equivalent)

Must have a salary loss of at least £4,000 a year in the individual’s
gross income;
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Must have a gross individual income in the new job of less than
£15,000 a year.

Eligibility will be limited to people aged 25-49, since those over 50
already have a legal entitlement to an employment credit.

Funding

Operational Costs

Extension of ES facilities up to 1 April will come from existing ES
operations. From 1 April, further funding will be available from the £3m
allocated in the PBR to develop and test the service. (£3m/£3m have been
earmarked from April 2002 to run the fully-developed service).

Programme Costs

Individual programme support will come where possible from existing funds.
Where these are not accessible or available, Rapid Response Funding (£5m
per annum) will be deployed in England.

In Wales, funding is top-sliced as required from the WBLA budget, and
provision will be subject to available funds managed by the Council for
Education & Training in Wales (CETW). However, some extra programme
money is available within the JTS development budget, and will be allocated
as necessary.

Mature Modern Apprenticeships
This element is being developed earlier than originally envisaged, and was
not included in the money allocated in the PBR. No funds are available for
this programme in the DfEE DEL. Costs will be heavily dependent on take
up, but are estimated as follows:

Wage subsidy
£2-3.2 m, covering both England and Wales, spread over 2 years.

It is possible that 50% of an individual’s subsidy could be funded from the
European Coal & Steel Treaty monies. This treaty is due to expire in July
2002, and all claims must be submitted by December 2001. However,
claims can be made in advance against named individuals.

DfEE recommend that this subsidy should be funded from AME, in line with
the 50+ wage subsidy.
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Training

£2.5-4.0m, for both England and Wales, of which half or more (depending
on numbers made redundant) would be funded by the Welsh Assembly, as
training is a devolved issue. The NAW has separately requested extra
funding for this and other potential costs.

These figures will be dependent not only upon take-up, but upon the
current skills levels and experience of those taking up the scheme.

Accreditation of Prior Experiential Learning will be used to ensure that
training is not given where skills already exist.

However, Treasury do not agree with the wage support element of this
package for the reasons set out in the covering note.
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ANNEX C
ECONOMIC REGENERATION (TEESSIDE VERSION)

Leading the Response in the Region

John Bridge, Chairman of One North East, will co-ordinate a regional
response based on the Task Group which was set up to cope with the
redundancies Corus announced last Autumn. This includes representatives

of Corus, the Employment Service, the Government Office, unions and local
authorities. It will develop initial proposals for immediate assistance and

longer-term measures, while paving the way for the establishment of an
Urban Regeneration Company. The Government could announce a
programme of action as follows.

Immediate Assistance (additional to employment measures)

1.1 Major Current Regeneration Projects
1.1.1 North Bank Business Park and University Campus

This is a derelict site in Stockton on Tees owned by English Partnerships.
They are under a commitment to build the North Bank Gyratory Road, from
Teeside Urban Development Corporation (UDC). EP has been working with
Stockton-on-Tees Borough Council, ONE and University of Durham to bring
forward plans to regenerate the site and design and cost the road scheme
(under English Partnerships' CNT powers). The road is also necessary to
open up the North Bank site. Key aims are to develop a flagship business
park; provide new accommodation for the University; provide local jobs; bring
brownfield land into productive use and improve the environment along the
riverbank.

English Partnerships will contribute up to £18.08m as part of a total
£19.339m public sector regeneration programme. This scheme is in the final
stages of assessment by DETR, which is currently awaiting confirmation that
the scheme will be commercially viable. Subject to approval from DETR and
Treasury, the scheme could go ahead quickly.

1.1.2 Middlehaven

Phase 1 of this project is well under way. After the planning stage, work
began on site in early April 2000 and is expected to be completed by
November 2001. The biological remediation of the contaminated silt is
progressing; new techniques are being pioneered to ensure the land is fit for
use. A major supermarket has committed to building or expanding nearby.
The construction of the new roundabout - that will service the new site on the
North Bank, Asda, and the existing infrastructure - is due to begin June
2001.
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We are waiting for detailed plans from ONE on Phase II — which will also
require Government approval. Ministers could however welcome the
significant (£14.72m) investment already going into the development of the
site and look forward to receiving the detailed plans for phase II which will
bring about further investment of £16m.

1.2 Knowledge Economy Projects

The Tees Valley Partnership would seek to acquire from Corus the research
facility based at the Redcar site (this would cost £1 2 million) and seek
other research partners. This has mainly been involved with materials
research, but is becoming more involved with the development of recycling
technology. Partnership help would be needed to develop a customer base
and to develop a potential bid to become a European centre for recycling
technology. Discussions are currently under way with the management of
the facility, and an immediate action could be to put in consultants to
assess the feasibility of the project.

The partnership would also consider the expansion of the chemicals
research facility at Wilton, and would complete the linkage between Warwick
University Manufacturing Centre with the B2B facility at Teeside University,
specialising on virtual reality engineering.

1.3 Inward Investment

DTI are asking Dr Bridge and Sir David Wright, Group Chief Executive of
British Trade International, to establish as a matter of urgency a co-
ordinated programme to identify potential sites for inward investors and
attract investment into the sub-region.

1.4 Transport Projects

The Tees Valley conurbation lies some 20km east of the A1(M)/East Coast
Main Line. East Cleveland, where many Corus employees live, is a particular
problem being furthest from the main activities, markets and strategic
transport links. Local Authorities have developed a broad transport strategy
for the sub-region, although significant further work is needed in developing
specific elements and infrastructure investment priorities. The Local
Transport Plan settlement of December 2000 announced an indicative total
of £66.271m for minor local transport schemes over the five year plan
period. There is also support for three major road schemes:

o Skelton/Brotton Bypass (completion) - £618,000

e South Stockton Link Road - £31.8m
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e Darlington Eastern Corridor - £5.7m

In addition, the A66(T) Greystokes Roundabout improvements programmed
by the Highways Agency will improve access to the port area.

Rail Passenger Partnership bids have been awarded for service
improvements to Hartlepool and on the Esk Valley Line.

New Government initiatives to which we could commit now include:

provision of financial support for separate detailed feasibility studies
of New Tees Crossing and LRT(tram) proposals for Tees Valley(£50,000
- £100,000 each);

A66 Longnewton Interchange (£5m), providing improved access to the
airport;

the encouragement of local authorities to develop bids for East
Middlesbrough Transport Corridor and for improving local rail services
and infrastructure;

the encouragement of local authorities/port/airport/chemical
industry to identify road, railfreight and public transport access
improvements, and submit funding bids as appropriate

1.5 Broadband and Digital Communications

The Government will accelerate the rollout of the next generation of
communications infrastructure on Teesside - particularly broadband
networks and digital TV. Specific action for Teesside will feature in “UK
Online: the broadband future”, a report to the Prime Minister by the e-
Minister and e-Envoy, on how we can achieve the rollout of these
technologies across the UK. One North East will develop a strategy in
partnership with the public and private sector users of broadband.

A new fund of £30 million [NB. not yet approved by Treasury] over the next
three years will support the most innovative schemes to meet local
requirements for extending broadband networks. The DTI will make
available at least £500,000 from this fund to One North East to assist them
with their work on broadband.

The Countryside Agency will also fund broadband healthchecks for key
market towns on Teesside, beginning with Guisborough, near Redcar.
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1.6 Existing Government Support for Teeside
1.6.1 Single Regeneration Budget

The Single Regeneration Budget has provided over £200m to the Teeside
Area over the first 5 rounds as follows:

Round 1 £20.31m
Round 2 £42.30m
Round 3 £105.50m
Round 4 £2m
Round 5 £31.9m

Major awards include

e £15.7m awarded to the Owton/Rossmere Partnership towards a seven-
year scheme with a sustainable strategy for regeneration. The foundation
of the scheme is a major joint venture between English Partnerships and
a private developer to develop redundant British Steel land into a high
quality business park in a prime location to link with the large inward
investment made in the area by Samsung.

£17.8m awarded to South Bank - from Hope to Reality, Redcar and
Cleveland:

a comprehensive package of economic, social, education and housing
measures targeted on extremely run-down area of local authority and
private housing. Linkages with a wide range of policy initiatives
including improving education and training targets, sustainable
regeneration and addressing crime and fear of crime.

1.6.2 Neighbourhood Renewal Fund

On 10 October, the Government announced 88 areas that will benefit from a
major new £800 million Neighbourhood Renewal Fund to help improve
housing, raise school standards, reduce crime and improve health in
deprived areas. In the North East, 15 local authorities will benefit from NRF
to the tune of around £106 million over the next three years. Full details of
allocations are given at the end of this section.

The fund will be to provide extra, non-ring fenced money to help local
authorities in the most deprived areas spend on more teachers, police
officers, crime prevention programmes, social services or any other services
which deliver real improvements for the community. The NRF will help local
authorities to build partnerships and meet their PSA agreement targets for
raising schools standards, reducing unemployment, especially among the
most disadvantaged areas and groups, reducing burglary ,narrowing the
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health gap between deprived areas and the rest of the country and
improving the standard of social housing.

Communities will have a vital role if developing strategies for tackling
deprivation in their own neighbourhoods and deciding how targets will be
met locally. A commitment to set up a Local Strategic Partnerships,
bringing together public service providers with the community and business
sectors, is amongst the conditions for receiving the NRF.

1.6.3 New Deal for Communities

The New Deal for Communities programme was launched in September
1998, as part of the Government’s response to the Social Exclusion Unit’s
report ‘Bringing Britain Together — a national strategy for neighbourhood
renewal’.

Within Middlesbrough a delivery plan has been developed based on the
NDC topics of health, employability, crime and education. Housing,
community involvement and neighbourhood management have been
identified as priorities. Approval has now been given for a NDC grant of
£52.1 million with a total estimated scheme cost of £108 million over 10
years, in an area covering 3800 households, with a population of over 9000
people. There are plans to develop a West Middlesbrough Neighbourhood
Trust to deliver the NDC programme, as well as testing new ways of co-
ordinating and delivering main stream services.

The second round of New Deal for Communities is currently underway.
West Central Hartlepool (Tees Valley) and the East End and Hendon areas
of Sunderland have identified their long term vision for that area. Both
initial delivery plans have been supported by the Government Office and
they have been awarded £200k to help develop a detailed delivery plan, and
to ensure that local people continue to be represented on the partnership.
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2. Longer-Term Projects

2.1 Urban Regeneration Company

The proposal for a URC in the Tees Valley has been under development
since early 2000. It would develop a vision and implementation plan for the
regeneration and economic development of the sub-region. The key Partners
would be the five local authorities, One North East, English Partnerships
and the Tees Valley Partnership - representing a range private sector (and
other) interests in the sub-region.

The proposed Tees Valley URC area covers the main urban centres within the
authorities of Hartlepool, Stockton on Tees, Middlesbrough, Darlington and
Redcar & Cleveland. The area proposed has a population of some 650,000
people. It has huge concentrations of derelict and contaminated land - the
partners estimate 860 hectares — much in private ownership, and some of the
most deprived areas in the country. The area also has poor transport links,
both within the sub-region and to the national network.

The DETR and the Government Office for the North East have had positive
discussions with the partners about a proposed URC and supported the
further work of the Partners in developing its structure and strategy. ONE
and EP - as well as the local authorities — are contributing to the costs of
this work.

2.2 Transport Projects

In the medium to longer term, the Al (North Yorkshire) and A66 (Scotch
Corner - Penrith) are the subject of Government funded studies. The
implementation of the recommendations arising from these could be
accelerated at an estimated cost of estimates £150-200m and £100m
respectively. An outline proposal for the dualling of the A66 Darlington
Bypass could also be brought forward at an estimated cost of £18m+.
Funds would need to be identified if these projects were to be brought
forward. @ There would also be issues in relation to land assembly,
compulsory purchase, planning consents etc to be resolved.

2.3 Decontamination of Land

There are already a large number of contaminated sites in the area, and it
would be a priority for the URC to reclaim these and make them available
for potential use. One North East have estimated that the clean up costs
associated with the Corus Teeside sites is likely to be in the region of
£400m. This is significantly higher than comparative costs for the clean up
of the Ravenscraig plant of about £25m, and accurate final figures will need
to be discussed with ONE, Corus and other interested parties.
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2.4 Raising levels of entrepreneurship and measures relating to
suppliers and SMEs

The Teeside Business Link provides a range of these services in this area as
part of their existing activities. However, the scale of support needed and
offered will change as a result of the closure. They will work with One North
East to scope the scale of support they need to provide, although the SBS is
aware from discussions with them and One North East this week on their
business plan that they are already anticipating what they will need to do in
the event of major redundancies

The scoping of this work will include:

e to identify, and offer business advice to, existing SMEs in the supply
chain; and

e to provide assistance and advice to those individuals who are made
redundant and wish or can be encouraged to consider starting a
business or moving into self-employment.

The key provisions include:
the provision of loan finance and equity to assist new small businesses
help with money management and investment advice where it is needed

undertaking self-employment awareness programmes

building on our network of small business mentors, people who have
already been successful in the business world

The SBS will also launch a major initiative on the funding of incubators, to
encourage business start-ups and growth in managed workspace, with
flexible leases, good communications and management advice;

The Task Group, the Business Link and the URC would also need to scope
the potential effects on suppliers, both upstream and down, and contractors
and related business, and establish measures to encourage diversification,
increased productivity and the development of new markets.
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ANNEX D

NATIONAL ASSEMBLY FOR WALES - RESPONSE TO POTENTIAL
MAJOR STEEL JOB LOSSES

TASK FORCES

The All-Wales Steel Taskforce (chaired jointly by the First Minister and

Deputy First Minister) will remain in place to provide strategic leadership
for the Wales response and to monitor progress.

A more localised and operational Taskforce under the leadership of the
Chairman of the WDA would act to co-ordinate the efforts of the various
agencies, including the Employment Service in Wales: on current
information, the focus of the Taskforce would be the travel to work areas
within which Corus’ Llanwern and (maybe) Ebbw Vale plants are located.

If the Shotton plant in North Wales is badly affected, the existing Local
Authority-led Task Force will be reinforced.

PEOPLE

The first priority will be to assist those affected by the restructuring.
They would be offered help before they are laid off, including: advice and
guidance, training and assistance if they wished to pursue self-
employment etc.

There will be immediate access to work-based learning for adults, for
which there is normally a qualifying period.

The Employment Service already has on-site Job Shop facilities at
Llanwern and other Corus plants providing direct access to information
on job opportunities and training.

Under their Rapid Response Measures, the Employment Service and the
TECs (from 1 April 2001, the National Council for Education and
Training for Wales) can offer immediate help with gaining new skills and
employment and assistance with starting up in business.

The range of services and programmes on offer will be extended shortly
through a job transition scheme.
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ALTERNATIVE EMPLOYMENT OPPORTUNITIES

e The next priority will be to identify and develop quickly strategic sites in
the travel to work areas involved: these strategic sites will be developed
and marketed heavily by the WDA to encourage early use.

SITE REDEVELOPMENT

WDA is working on strategic redevelopment plan: both the challenges
and the opportunities are huge — the Llanwern site, for example, is a strip
of land 3% x 1'% miles wide.

Corus would probably wish to offset as much of closure cost as possible
by co-development of the site. WDA acquisition of surplus land from
Corus would be the best option.

For WDA be able to do so, it would undoubtedly be necessary for the
public sector to take a significant stake in the development at an early
stage.

FUNDING

TEC South East Wales package to help those already declared redundant
from Llanwern and Ebbw Vale was only achieved by diverting money
from existing, hard pressed programmes.

Responding effectively would require early and major investment.
Without recourse to the Reserve, the damage to existing, committed
Assembly programmes would be enormous.

The Assembly acknowledges that it would need to prepare a detailed
business case to Treasury for further resources.

IMMEDIATE HANDLING

e Corus Management will brief the First Minister very early on the morning
of the announcement.

e The First Minister will make a Statement to the Assembly shortly after
the announcement giving an initial response: this is likely to be followed
within about a week by a further Statement giving details of the response
plan.
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. e Publicity arrangements on the day are still being developed: all the
agencies in Wales will be offered an agreed Q&A brief to maximise the
chances of coherent and consistent responses.
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The announcement is possibly next Tuesday. Today’s FT had a front page
story suggesting that the whole of Llanwern wouldn’t shut, but Ebbw Vale
(1200 people) will and that the cuts would be widely spread through Corus.
The story has been denied by the company. The Cabinet Office has pulled
together a collection of employment and regeneration initiatives for the
Government to announce in response to closures. Political decisions need to
be taken on whether we put a “price tag” on the package of measures. We
have agreed to be critical of the announcement when it is made, but a
political judgement needs to be made about the response and whether we say
we are willing to talk to the company about measures that might reduce the
job cuts.

1. Rhodri for plausible reasons thinks Corus will make the announcement next
Tuesday.

. The story in today’s FT suggested that a large part of Llanwern will be saved,
but Ebbw vale will close. David Jackson of Corus phoned me to say they
were not the source and we shouldn’t give it any credence. He also expressed
regret that Stephen Byers had been critical of the company in TV interviews
he has given.

. The Cabinet Office has pulled together a package of measures from
Departments for the Government to announce (attached). It draws on the
proposals John Bridge has been making. The National Assembly for Wales
are drawing up their own plans.
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. The CO package includes:
7

Spruced up advice from the En)ﬁloyment Service, including personal advisers.
The oddly named “Mature Modern Apprenticeship” (MMA), DfEE suggested
back in December as an alternative to reintroducing ISERBS. DfEE proposes
the MMA should offer training package and time limited pay “top up” (to
meet the fact that steel jobs are well paid, many of the alternatives are less so,
at least initially). Treasury objects (strongly at official level) to the pay “top
up” element. They are worried about setting a precedent and whether it is
really needed. They have a point, but the steel communities and unions have
been pushing for the reintroduction of ISERBS and the problem is without it

e ). It MMA doesn’t amount to much. You need to talk to the ChX.
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7[9s+3'€ 11 addition assuming Redcar is closed or substantially closed plus big job losses

1~ feee At the other Corus plants in Tees valley, it is proposed we announce ~\nyw

‘0 Sh. Uf)

.

~ o
e The creation of a Teesside Urban Regeneration Company./ cM i L m/\)‘m
e A £45 million regeneration package for the Tees Valley, redeveloping WV
workea ! Middlesborough Docks, improving access to Teesside Airport, support for
two R&D centres and an initiative to roll out digital and broadband.

This looks likely to be the best package of measures Whitehall is going to come
up with by Tuesday. Is it enough, or do we need to say that these are the first
steps and extra money will be available for further projects as they can be
worked up? We risk difficult parallels being drawn with the £129 million
available to Longbridge. I would suggest we announce the package is the first
step and say further (unspecified) money will be available. What do you think?

Ao

At the meeting with Ministers it was agreed our initial response to the
L'~ ~F announcement would be critical and we would urge the company to reconsider.
i Stephen and Rhodri are going to draft over the weekend. There is a question as to
vk ~C lyhether having criticised Corus they then just sit down? Or do they say the
4 Government is still willing to talk to the company about measures which would

:"h“'j reduce the job losses? What do you think?
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CONFIDENTIAL POLICY AND COMMERCIAL
". OFFICE OF THE DEPUTY PRIME MINISTER
FROM THE PRIVATE SECRETARY

’ D E I R DEPARTMENT OF THE ENVIRONMENT

ENVIRONMENT TRANSPORT AND THE REGIONS
TRANSPORT
REGIONS ELAND HOUSE

BRESSENDEN PLACE
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quorah Nickerson : S e

Private Secretary to the Chief Secretary FAX: 020 7944 4399

HM Treasury E-Mail: john_prescott@detr.gsi.gov.uk

Treasury Chambers

Parliament Street g
.J* .

i 25 JAN 2001 -

SWIP 3AG

Dé of DelaoroMn

I am writing to set out the Deputy Prime Minister's views on the need for careful
handling should any additional resources be made available in the event that Corus
close any of their plants in England and Wales.

I understand that Edwina Hart, NAW's Minister of Finance, has written to the Chief
Secretary, seeking an assurance that resources would be found to meet any additional
costs they may face due to the closure of the Llanwern or other plants. The Deputy
Prime Minister is clear that there must be commensurate treatment in the way we
provide support to ameliorate the effects of any closures in England and Wales. This
is especially true when it comes to the provision of any additional funding. It would
not in his view be acceptable to provide additional resources for Wales if similar
arrangements were not in place in England.

I am copying this letter to PS/Prime Minister and PS/Chancellor of the Exchequer.
\/ OJ\B W )

NICOLA WILLEY
Private Secretary

INVESTOR IN PEOPLE
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From: Geoffrey Norris

U\((\/W " Date: 23J anuary 2001

PRIME MINISTER cc: Simon Virley

CORUS: AIDE MEMOIRE

You are meeting with Sir Brian Moffat first thing tomorrow morning. Below
some points you may want to make. They include a reference to the workforce-
led bid. Without implying support for it I think you need to raise it.

Government is worried Corus may be “short termist” in making this decision.
The £/Euro has come down since the beginning of December (the two CEOs
left on December 5™), has this improved the prospects for Corus and reduced
the need for cuts? Closures on the scale talked about in the press would be a
major blow to the communities involved.

Is there nothing the Government could do to mitigate the scale of the cuts?

You are aware the ISTC are looking at a possible workforce-led bid for
Llanwern in the event of it closing. You hope the company will talk to ISTC
about it. What are Sir Brian’s thoughts on the viability of any bid?

How much notice will the Government get of the announcement and its
details?

What will be the time scale for implementing the cuts? (Rhodri is keen for
you to ask this)

In the event of the closure or substantial closure of one of the steel-making
plants, what are the company’s plans for the site? What would be involved in
cleaning up the site?

You understand BSC Industry, under a different name, still exists. What
contribution can it make to regeneration?

—
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GUIDANCE ON PRIMARY LEGISLATION AFFECTING WALES

Thank you for your letter of 18™ December with the draft guidance for departments
on handling primary legislation affecting Wales.

I welcome this guidance, which should help us avoid the problems over Wales that we
have seen with several bilksince the start of devolution. I particularly welcome the
stress on early consultation with the Assembly to resolve difficulties and the messages
about keeping LP closely in touch with developments. The guidance should help LP
make sure that devolution issues are properly resolved before Bills are introduced. We
are seeing more evidence of Departments engaging with devolution questions early
on, and it clearly makes a real difference. I hope this guidance will support and
develop that progress.

I attach as an annex to this letter a number of detailed drafting comments on the
guidance. These mainly address the annex on referring to the Assembly in primary
legislation.

I am copying this to members of DP and LP, Sir Richard Wilson and First

Parliamentary Counsel.

Rosqeser

MARGARET BECKETT

The Rt Hon the Lord Irvine of Lairg
Lord Chancellor




Detailed Comments on Draft Guidance

Para 2 (Introduction): In the penultimate sentence, change “have been” to “are” in
both instances where it is used. Also LP is short for “Legislative Programme” not
“Legislation Policy”.

Para 5 (Government Bills — LP): Suggest changing “consider” to “pursue” in the
third sentence to strengthen the message.

Annex on references to the Assembly in primary legislation:

First point under nomenclature: The full formal title is not always suitable for
headings or marginal references. Parliamentary Counsel are the best judge of this
when they draft a Bill.

Functions in a Bill, first point: change “to” to “on” at the end of the first line, and at
the end add “or to any other arm of the Assembly”.

Functions in a Bill, second point: This point is not particularly easy to understand as
currently drafted. If possible it should be made simpler and clearer.

Functions in a Bill, third point: “Order” should have a capital letter. In the final
brackets, replace “matters are not being extended to” with “functions are not being
conferred on”.

Statutory Procedures, first point: Replace “specified” in final sentence with
“Parliamentary”.

New public bodies, second point: Add a new sentence at the end “Disqualification
should generally be left to an Order under Section 12 (1) (b) of the Government of
Wales Act.”
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CORUS: DEALING WITH THE CONSEQUENCES OF ANY CLOSURES

Corus are poised to ahnounce the outcome of their restructuring review Q) ¢
announced a month or so ago, linked with the departure of the two chief
executives, John Bryant and Fokko van Dwyne.

It is very likely to involve massive job losses in the UK and especially in

Wales. The National Assembly is therefore pulling out all the stops to

convince the Comparly that major closures, capacity cutbacks and job losses

would be a strategic error of the first order at a time of a major shift in

sentiment towards the Euro. We remain hopeful that our efforts will have an
~ impact, if only at the margin.

At this stage, the infotmation we, Stephen Byers or other colleagues in
Whitehall, have on Corus’ plans is limited. However, we have had to consider
on a contingency basis how best to deal with the aftermath of any major
closure or closures in Wales. What we do know is that Corus are likely to
focus the restructurinb on their strip mill operations in the UK. With one or
two exceptions, its strip mill operations are in Wales.

|
On the assumption that plants such as Llanwern and, maybe even those at
Ebbw Vale and Shotton, are the most vulnerable, it is not difficult to envisage
that Wales could face direct job losses of up to 5,000 within perhaps a period
as short as 12 months. Our information is that the Company is likely to
implement any closutes swiftly with most of the associated job losses being
achieved through compulsory redundancy. Allowing for supply chain and
local impacts, total job, highly localised losses of the order of 10,000 or more
are all too possible |
Responding convincingly and effectively to an economic shock of this order
™ would require early and major investment by the National Assembly, its
agencies and local government. Without recourse to the Reserve, the
damage to our existihg, committed programmes in Wales would be

i
i
|
i
i
|
|
|




enormous. The politicéil consequences of an inadequate response hardly
need to be spelt out.

The first priority for additional investment would be to fund the effort needed
to offer top quality assi_stance to those facing the prospect of early
redundancy. It is essential that the Employment Service and the local TECs
are assured on day 1 that they will be provided with the resources needed to
do the job well. :

Under their Rapid Response Measures, the Employment Service and the

_TECs (from 1 April 2001, the National Council for Education and Training for
Wales) can offer immediate help with gaining new skills and employment and
assistance with starting up in business.

We have recently approved a package prepared by TEC South East Wales to
help those already detlared redundant from Llanwern and Ebbw Vale. We
have done so by diveiting money from existing, hard pressed programmes.
However, for the future, resources are severely limited and any further
virements from existing programme budgets would undermine our efforts to
help economically inactive and unemployed people back into work through
the Youth and Adult Training programmes.

| am aware that DfEE's Job Transition Scheme will provide some help.
However, welcome thiough it is, £3m per year across 3 years would not be
enough to fund much: more than a single staff unit (| understand at Grade 7
level or equivalent) in' each English Employment Service region, Scotland and
Wales. :

The immediate, next priority would be to ensure that the Welsh Development

- Agency is able to acquire strategic sites so that early business opportunities
can be offered to inward investors and others within reasonable travelling
distance of any Corus plant affected. There are few strategic sites in areas
such as Newport follgwing the decision to invest almost exclusively in the
Objective 1 area (i.e. in the Valleys and West Wales). | would therefore need
to be in a position to guarantee that the Agency would be put in funds to
enable it to respond uickly and effectively. '

Next in priority is the:need to redevelop any major sites released by Corus.
Llanwern, for example, if released by outright closure, extends to about 500
hectares (1250 acres) and represents a vast tract of land some 3%z miles by
1% miles to the East of Newport. We believe that Corus would be responsible
for the decommissioning of the site and the work necessary to remove the risk
of significant harm to health and the environment. This in itself would be a
costly undertaking, but would not involve the preparation of the site for new
industry. :




|

|
Our information is thatiCorus would probably wish to offset as much of this
remediation and closute cost as they could by co-development of the site. It
is essential that any sych development should confer significant benefits to
the local economy and isn't frittered away by poorly conceived and
implemented proposals designed to maximise cash-flow. | would want the
WDA in particular to bg in a position to strongly influence the development of
any site that might be put on the market by Corus. This could involve a direct
acquisition of surplus Jand from Corus. For them to be able to do so, it would
undoubtedly be necessary for the public sector to take a significant stake in
the development at ar| early stage.

|
The redevelopment of| the site would take at least 3-5 years and would not
therefore be the numher one priority for the provision of alternative jobs.
However, failure to regenerate such a massive strategic site would be
unacceptable becauss, in effect, it is the first site that every investor sees as
they travel to Wales by rail and, to a lesser extent, by car as well.

~N

|
There may be other fibancia| support avenues permitted by EC State Aid
relaxations in areas slich as R&D and environmental protection which, whilst
limited at the individual project level, in aggregate could be significant.
|

On the day that Coru% announces its decisions on restructuring, | intend to
make a Statement to the Assembly giving not only my initial reaction but also
confirming that local agencies and others would be responding immediately to
the challenges posed.

| would want to be au{le to say that while the full cost implications had not

been worked through, Treasury had assured us that it would not let Wales

down and that discuésions on the scale of extra resources would take place

once a full business ¢ase had been prepared. This is the very least that |

could say without prampting a re-run of the desperately unhelpful debate on
. Objective 1 funding. |

| suggest that the neid step should be for officials to meet in advance of
Corus’ announcement to preparé the ground and offer you more detail. As
similar issues — albeit on a different scale given the size of the budget in
England — could well arise for colleagues in Whitehall, it may well be that this
preparatory work should also involve officials from Stephen Byers' and David
Blunkett's teams as well as Cabinet Office.

A copy of this letter goes to Paul Murphy, Stephen Byers, David Blunkett,
Geoff Norris at No 10 and to Sir Richard Wilson.

!
|
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CONFIDENTIAL

Geoffrey Norris
19 January 2001

PRIME MINISTER P : Jonathan Powell
Jeremy Heywood
Simon Virley

CORUS

The announcement may be as early as next week (Thursday). The company
is refusing to take the Government into its confidence. Wales looks likely to
be worst hit. The company’s justification for making the cuts is shifting from
the “high £” to “the decline of manufacturing in the UK means there isn’t a
market for steel”. You will see Moffat on Wednesday.

1. Stephen Byers had an unsatisfactory meeting with Sir Brian Moffat on
Thursday. Moffat was totally unwilling to provide us with any information on
the scale and location of the cuts that the company plans to make. His attitude
throughout the meeting was taciturn, bordering on the insolent. Apparently he

behaved in much the same fashion when he met Paul Murphy.

. On timing Moffat repeated that it would be this month. Asked by Byers how
much notice the company would give us, Moffat replied “one hour”. Moffat
expressed no interest in discussing any package of measures from the
Government which might reduce the scale of the cuts the company plans to
make. He did however say he hoped the Government would help in
persuading the unions and others not to be too hostile to the announcement. In
response, Stephen observed Sir Brian wanted a one way relationship in which
the Government helped Corus deal with its announcement, but Corus did
nothing for its part to help the Government prepare for the announcement.

. Subsequently I have spoken to Bryan Sanderson, a non-executive on the Corus
board. I told Bryan that Moffat’s approach was antagonising Ministers and
was exacerbating an already a difficult situation. And this is in nobody’s
interest. He agreed to communicate this back. Without going into any
specifics, Bryan said that Corus could be writing off as much as a £1 billion
(an enormous figure for a company its size) and that the cuts would focus on
Wales rather than the North East. He also indicated the announcement would
be on Thursday. I said this wasn’t any good as it would be just a day after
Moffat’s meeting with you. Again he agreed to communicate this back.
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4. On tactics for responding to the announcement: Stephen, Paul and Rhodri are
proposing that the initial response should be to call on Corus to reconsider its
proposals, rather than announcing a package of measures to deal with the
cuts. Their view is that there will be such widespread public and workforce
hostility to the cuts that any immediate announcement of measures to deal
with redundancies would draw heavy criticism, being interpreted as the
Government giving Corus the “green light” to go ahead with the cuts.
Alongside a call to reconsider the cuts, the Government would announce its
putting together a support package to offer the company (business rate relief
and other measures) in return for fewer redundancies. There isn’t any
expectation that the call and the package will have any impact on Corus, but it
would show to the public that the Government had attempted to reduce the
redundancies. In the circumstances I think there is something to be said for
this approach. You will have the opportunity to discuss it with them at the
meeting on Tuesday morning.

. The unions: I minuted you last week about a possible workforce-led “buy out”
of the Llanwern plant. The response to Mick Leahy from the ISTC’s members
at Llanwern was positive and Leahy has had further meetings with Swraj
Paul. I spoke to Leahy this afternoon and he does seem intent on making an
approach to Corus. In conversation he described Swraj Paul to me as the
Government’s “unofficial adviser” and I got the impression he regards any
offer as having the Government’s backing.

. Finally, any cuts on the scale of the closure of the whole or most of Llanwern
will need a response from the Government and the Assembly that amounts to
more than the Employment Service setting up shop in the plant to advise on
job vacancies. Llanwern is a huge site and the plant has iconic status.
Although the general employment situation in the area is good, big cuts at
Llanwern would mean the loss of many, well paid jobs. It would be a big
shock to the local economy. To deal with it we will need ab/igpackage,
backed with sigrﬁ:’ant resources.

L“h\ -
\-\

—

GEOFFREY NORRIS
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PRIME MINISTER

CORUS

In advance of our meeting with colleagues on Tuesday and yours with Sir
Brian Moffat on Wednesday, I wanted to update you on my recent
discussions with Corus and the action that is in hand here and in other
Departments.

I met Sir Brian again yesterday afternoon. This followed a meeting that
Sir Brian had with Paul Murphy earlier in the day.

Sir Brian was extremely unforthcoming both to Paul and to me about his
company’s plans. He was clear that he expected to reach a decision this
month and would want to announce that decision as soon as possible in
order to put an end to the speculation and uncertainty. The areas likely to
be affected most are Wales and Teesside though he gave no indication as
to the scale of the restructuring, so we are not clear whether we might be
looking at full closure of some plants or closure of only some facilities.
Nor should we assume that areas outside Wales and Teesside will remain
unaffected by the announcement. Sir Brian refused to give any more
detail about the options being considered. When I pressed him about
giving Government advance notice of the announcement he indicated
that, because of the sensitivity of the information, we may be given as
little as an hour's notice both of the timing and content. I made clear that
I consider this to be completely unreasonable especially as Corus are
looking to Government to respond with immediate offers of assistance to
those people and areas affected by their announcement.

In nvaking the announcement, Sir Brian was clear that Corus would not
blame Government for the difficult decisions it would be making. The
key reason is structural. The UK market, especially for flat products, is
shrinking rapidly and the UK’s geographic position mean that the
margins associated with exports are too low. The exchange rate is an
additional factor but is not the main one. Sir Brian acknowledged that
the recent increases in value of the euro had been helpful but were not
enough to make a real difference.

du
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Although Sir Brian did not refer to this in my meeting, Corus/British
Steel last made a profit in 1997/98 (£315m profit compared to a loss of
£142m in 1998/99) and the results of the first 12 months of trading of
Corus will continue this trend. In the first 9 months of operation the
company recorded an operating loss of £96m although profits of £125m
and £80m were recorded in the stainless steel and aluminium businesses
respectively. The company therefore faces an extremely difficult
financial situation and needs to take urgent and significant action. It is
also worth noting that steel prices across Europe have fallen since 1996
resulting in revenue losses for the UK steel industry as a whole of over
£60m per month.

In light of what we have been told by Corus, we have put together our
best guess of the likely impact of any announcement showing the likely
closure or partial closure options and consequent job losses in Wales and
Teesside and to a lesser extent in Scotland. This is in the enclosed note,
annex A. As noted earlier we cannot assume that it would be restricted
to the plants highlighted in the Annex and there may be smaller scale job
reductions or closure of plants particularly those supplied by major sites
in England and Wales.

Rhodri Morgan has put together a package of possible support measures
which might be presented to Corus. He and I have discussed this with
Paul Murphy and agreed that a composite package for England and
Wales should be drawn up and put to Corus. From what Sir Brian has
said to me, I have no illusions that this package will make a difference to
Corus’ plans, but it is important that Government is seen to be doing all it
can to mitigate the scale of losses and to help with the future
competitiveness of the company, post restructuring. I enclose a note
(Annex B) of the sort of measures we have in mind. Some of them have
state aid implications which may make them completely unworkable, but
we will explore them anyway with Corus and also see what other
proposals they would like to put to us.

It is clear that we are going to be faced with a very significant
announcement from Corus. We should not underestimate the impact that
the potential complete or near complete closure of Llanwern, for
example, would have both on the immediate community and more
widely. Similarly, the impact on the North East of a Corus
announcement, even if it fell short of full closure of the Teesside works,
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would exacerbate this region’s considerable difficulties. The
Government response therefore needs to be robust and of a scale to
match the Corus announcement. As with the Longbridge situation, I
would want to be in a position to announce that significant Government
assistance is being provided for the individuals, communities and areas
affected. The fact that we were able to announce £129 million at
Longbridge gave us a significant political advantage.

David Blunkett and Tessa Jowell are working on support for individuals
in the form of the Job Transition Service and Mature Apprenticeships.
Some details are in Annex C. I understand that Tessa is currently
considering a paper from her officials which will ensure that both these
important initiatives are in place as a matter of urgency. So far as general
regeneration is concerned some ideas are also in Annex C. Clearly I
would need to rely on John Prescott and Gordon Brown to help put
together a convincing response.

I and my officials, together with Geoffrey Norris, are keeping in close
touch with Corus on all this. We are also keeping in close touch with the
National Assembly for Wales, Paul Murphy’s officials and relevant
regional officials. The Cabinet Office have set up a group of officials to
oversee all this and your office will no doubt be receiving regular reports
from the Economic and Domestic Affairs Secretariat.

I am copying this to John Prescott, Gordon Brown, Andrew Smith, Paul
Murphy, David Blunkett, Tessa Jowell, Sir Richard Wilson and Geoffrey
Norris.

[ ‘1 January 2001

DEPARTMENT OF TRADE AND INDUSTRY
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Annex A

Corus — plants at risk

Possible options Corus
might be considering1

Number of direct jobs
which could be affected

Product range

1. Full closure of
Llanwern

End of steelmaking,
downstream processing
(hot and cold rolling)
including Zodiac (hot dip
galvanising) line for
automotive products

2,500 job losses (Corus

already announced 450 job
losses at this plant last

year)

Possible total job losses
including contractors and
taking into account
multiplier effect — between
5,300 (DTI estimate) and
8,800-12,300 (NAW)
estimate

Manufacture of hot and
rolled strip products for
variety of markets — hot
rolled for transport,
construction, shipbuilding,
general engineering — cold
rolled for automotive,
construction, packaging,
consumer electronics,
general engineering.
Feeds other plants
particularly in Wales —
Trostre and Ebbw Vale
(packaging), Shotton
(coated strip). General
overlap of facilities with
Port Talbot and/or
[jmuiden.

2. Closure of Lackenby
Mill at Teesside (coil plate
mill). The Lackenby Mill,
although located on
Teesside complex is part
of the South Wales strip
business

500 job losses (Corus
already announced 65 job
losses at this mill last year)

Coil plate mill — variety of
thicknesses. Produce
some end products eg floor
plates but primarily feeder
for other plants eg pipes
(Hartlepool) and tubes
(Corby). Corus say that
most of coil plate could be
produced in strip mills in
South Wales or Imjuiden
but not all thicknesses.

3. Closure of plate mills in
Dalzell, Motherwell and
Cambuslang, Clydebridge

300 employees at Dalzell
and 80 at Clydebridge
(Corus already announced
71 jobs losses in Scotland)

Manufacture plate and
pipes for shipbuilding, oil
industry, construction etc.
Plate mills are the two
remaining plants in
Scotland and are “island”
plants ie no local
steelmaking ability (take

! Corus have indicated that Wales is the main area of vulnerability but that the announcement is unlikely to be
restricted to Wales. Therefore an announcement could be options 1, 2 and 3 or some other permutation may be

possible
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steel from Teesside).
Suffering because of
declining markets and
import penetration

4. End of steelmaking at
Llanwern but retention of
downstream facilities with
basic steel products
transported from Port
Talbot by rail for
downstream processing

1,000 job losses

Steelmaking

5. Full closure of
Teesside/Lackenby
Integrated steelmaking
Coil plate mill

Heavy section mill

All except coil plate mill
part of the Construction
and Industrial part of the
Corus business (other main
part of this business is the
integrated steelmaking
plant in Scunthorpe)

4,000 job losses (Corus
already announced 526 job
losses last year in addition
to the 65 job losses in the
Lackenby Mill

Teesside has one large
blast furnace producing
steel for its own use, for
use by other plants and for
sale on open market
(recent mini re-line of
blast furnace). Produce
steel for other plants -
primarily slabs and blooms
eg for Skinningrove
(special sections),
Workington (rail),
Dalzell/Clydebridge
(plate).

Teesside is principally
involved in construction
industry (Lackenby Mill
exceptionally part of South
Wales strip business).
Heavy section mill unique
facility to Corus Group
making beams and
columns. Given
construction business has
high UK content and high
UK market share it would
appear less vulnerable than
the strip plants

EZDRAFTO08
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Annex B

POSSIBLE SUPPORT FOR CORUS

Measure

Potential level of support
(£m)

Comments

Business rates — reduced
valuations

Up to £12m in rebates and
up to £20m reduction over
5 years on current bills at
Port Talbot and Llanwern.
Overall rate bill at Port
Talbot and Llanwern
around £15m per annum

NAW are working with Corus in
Wales and the Valuation Office
Agency to help facilitate early
resolution of an appeal by the
company in Wales. While business
rates are clearly a matter for the
Valuation Office if there are similar
issues in England HMG would be
willing to offer similar facilitation
support

Training & Development

£2.4m in Wales.

? in England

Initial approach to the European
Commission on the principle of
generic funding for training has not
been encouraging because training
aid not on list of permissible aid
within the Steel Aid Code.
However, NAW/DTI willing to
pursue this matter with the
Commission to try and achieve a
positive outcome.

If Commission approval could be
achieved it may be possible, in
principle, to secure similar funding
from local delivery agencies in
England subject to discussion and
availability of funding

Research & Development

Up to £3m in Wales for
Multi-materials Centre
Project.

Possible funding for
National Metals Centre of
Excellence, if there is
industry support for such a
concept, which would
complement work
undertaken by metals
companies in the UK to
enhance their
competitiveness. Too
soon to be specific about

The Multi-materials Centre Project
in Wales is at an early stage and
funding has not yet been finalised.
DTI funding feasibility study for
national metals centre of excellence.
Results will be known in February.
Depending on final outcome,
possibility of funding from DTI and
other agencies to help create centre
(and provide pump priming funding
in early years). Any centre could be
networked with a facility in Wales
as appropriate
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funding for National
Metals Centre centre”
Environmental Protection | 150k to 300k for projects | This refers to just one gas-bleeding
in Wales. project on which Corus have
submitted a proposal. Funding for

? in England similar projects at other Corus plants
will be considered should Corus
wish to put these forward

Purchase of surplus land Up to £1m at present. Similar opportunities at other Corus
by WDA Other opportunities sites may be identified.

amounting to more
investment could follow.
Business rates — “hardship European Commission have been
relief” approached about this type of relief
but consider it to be a state aid as it
is discretionary rather than general
measure. The Commission is going
to ask DETR to formally notify them
of this scheme but this will not
change the position on steel

% To avoid state aid issues any centre would be all metals and not steel/Corus specific
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Regeneration Measures and Help to Individuals

This note lists possible action areas following the closure of an entire plant by Corus. For
simplicity, it assumes that the plant is in England. The basic elements of the plan would be
the same in Wales or Scotland, but the bodies responsible for taking action would vary.

Action to help the Workforce to find new Jobs

The Employment Service would put in place the new Job Transition Service. This builds on
the success of Rapid Response Units. The latter currently provide those affected by large-
scale redundancies with intensive advice and help with jobsearch, as well as early access to
training programmes. £9 million has been allocated from April 2001 over the next three
years to develop and run the service. In addition, it will draw on Rapid Response Funding
worth £5 million per annum. But these sums would be insufficient if the scale of Corus
closures were significant.

Pilot work on the service has taken place in South Yorkshire, with the help of the South
Yorkshire Task Force, set up following redundancies announced by Corus last summer, and
this experience can be built on for this round of Corus redundancies.
Its key objectives are:
e To reduce the impact of redundancy on the whole community.

e To make the response to redundancy more ‘demand-led’ — by the employment
needs of individuals and the skills and recruitment needs of employers.

To empower people at the local level to decide the best approach for
countering redundancy in their community, and to support them in
implementing this approach.

To ensure redundant workers move into jobs with opportunities for
progression.

As currently envisaged, the service will have two integrally linked elements:
e Help-Plus Guarantee - This will flexibly deploy Rapid Response Funding

(Rapid Action Funding in Wales) on a discretionary basis, to provide
intensive, individually-tailored advice and support, delivered by a personal
advisor, to those both directly and indirectly affected by redundancy (workers,
partners, community members). This will include an assessment of
employability and funding for skills development. The overall purpose of this
support will be to facilitate transition into a new, sustainable job.

Demand-Led Service - ES and intermediaries will work in partnership with
potential employers to analyse their skills needs, match them against available
recruits and run skills development programmes to close the gap. The overall
purpose of this service will be to address employer skills shortages and
facilitate the transition of those affected by large-scale redundancy into
sustainable jobs.

A third element, Mature Apprenticeships, is also being developed, which
will support those willing to take on a lower-paid job offering structured
development and progression.
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The Employment Service can also provide on-site help from Jobshops and individually
tailored packages of help and Learning and Skills Councils can help to identify local
skills needs and set up retraining programmes with local universities, colleges and other
training providers.

The Small Business Service would actively promote the help it provides for the

establishment and development of new businesses. This includes:

e the provision of loan finance and equity to assist new small businesses

e help with money management and investment advice where it is needed
undertaking self-employment awareness programmes
building on our network of small business mentors, people who have already been
successful in the business world

e establishment of incubation facilities.

This would be done in collaboration with the Regional Development Agency.

Action to Encourage New Companies to Establish Themselves in the Area and to
Improve the Performance of Existing Companies

The RDA to develop a strategy for the area and establish a local partnership.

Invest-UK, the RDA and local authorities to identify key factors driving potential inward
investors to the area and to promote the availability of Regional Selective Assistance
(available in the majority of possible closure areas, but not Scunthorpe) and Enterprise Grant.

The RDA to put in place measures to help the supplier chain and other companies in the
area to improve performance and identify new markets, through the Regional Innovation
Fund and the Manufacturing Advisory Service.

Action to be taken to secure the valuable elements of the existing facilities for future use
and to build on existing regional strengths. For example, in the North East the Tess Valley
Partnership (led by the RDA) would seek to acquire from CORUS the research facility based
at the Redcar site (this would cost £1 2 million) and seek other research partners. They
would also expand the chemicals research facility at Wilton, and would complete the linkage
between Warwick University Manufacturing Centre with the B2B facility at Teeside
University, specialising on virtual reality engineering.

Action in the longer term to implement a plan for the site and adjacent areas suffering
serious contamination. This could entail substantial remediation costs. The plan should
involve the Partnership and DETR.

Action for the Area in General

The Partnership could establish an Urban Regeneration Company to bring together local
authorities which have had little incentive to work together. This would work with DETR on
a medium- to long-term plan for the regeneration of the area.

With the RDA, the Urban Regeneration Company would review and implement the local

transport strategy, refocusing this around a substantially different labour market (ie one
without CORUS).

EZDRAFTO08




RESTRICTED COMMERCIAL POLICY
AND MARKET SENSITIVE

The Company would consider high profile regeneration initiatives along the lines of the

Millennium Communities, making maximum use of Lottery funding, Structural Funds and
RDA and DETR funding.

Consideration should also be given to fiscal incentives for the development of new
businesses, along the lines of those being studies by DETR and Inland Revenue for coalfield
areas.

REGP/DTI
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JOB TRANSITION SERVICE - MATURE APPRENTICESHIPS

Background

1 It has been agreed that offerings under the JTS should include a “Mature Apprenticeship”
which combines two elements:

e aretraining package for people affected by the redundancy who are entering new
employment that offers structured development and progression;

wage support for those who are obliged to accept a significant reduction in income while
undertaking this training.

2 It is important that any retraining packages should be underpinned by an assessment of
the needs of the local labour market, and encourage individuals’ capacity and ambition to move
on into new areas of activity and to improve their position.

Proposal

Retraining package

3. It would be most straightforward and coherent to base this element on the Modern
Apprenticeship frameworks which already exist. We could offer both Foundation (level 2) and
Advanced (level 3) models. This could be done by raising the age limit for entry for whatever
groups we specify. All places would be employed status. They would be available to redundant
CORUS workers and anyone else who was judged by ES to have been directly affected by the
redundancy.

4. Note that the Welsh Assembly are already planning a pilot scheme (called Modern Skills
Diploma for Adults) to open up their Modern Apprenticeship frameworks to people aged over 25+
whether they are employed or unemployed. It will be available from April as a pilot of 100 places.
Wage support

5% We are working on the following assumptions:

the objective should be to minimise income loss where this will alleviate genuine hardship

whatever we design for this initial pilot has to be capable of quick introduction

the scheme should be as simple as possible to ensure people understand it and to avoid
complexity of administration and presentational problems

Type of support

6. Our proposal is for a flat-rate subsidy paid for a fixed period with light-touch on-
programme checking (we already have a model for this in the Employment Credit paid within the
New Deal for people over 50). Once the conditions had been met, payment (possibly at 2 levels
depending on whether the job was full or part time) would be made on a fortnightly basis direct to
the claimant. There would be a responsibility on the recipient to notify changes of circumstances
and a check on continued eligibility by ES staff at 6 month intervals — carried out by asking the
claimant to provide confirmatory information. There would be no contact with, and therefore no
burden on, the claimant’s employer.

To whom should it be available?

L. We propose that the training package should be available not only to redundant CORUS
employees, but also to others directly involved (eg in the supply chain) and to their families and
other members of the affected community who wish to apply. We will need to consider further
whether the income support element should be more narrowly targeted.




Conditions for receipt and level of wage subsidy

8. It is difficult at this stage to determine how best to pitch conditions for receipt of the
subsidy. We have no hard evidence to show what might be needed or effective. The following
issues are relevant:

¢ We have very little information about the potential wage differentials that people might
suffer. Anecdotal information from Wales suggests that the average wage in CORUS
may be some £3-4,000 higher than elsewhere in the same area, but CORUS are being
unhelpful about giving details of their wage rates, about the skills and experience mix
they have and what transitional training they may be willing to provide. This information is
essential if we are to provide the right support and we should to continue to press them:;

This level of pay differential is very significant at lower levels of income and is clearly a
potential source of hardship; it is less so for senior managers who may be earning
£30,000 or more a year, to whom the loss of £3,000, though unwelcome, would generally
be manageable. We might, therefore, want to suggest that only people with earnings
below a certain level would be eligible;

For how long should the subsidy be paid? It would be prohibitively expensive to pay for
the whole of the training period in all cases, since this might, for longer level 3 courses,
be 2 years or more. Also, as the individual’s skills developed, we might assume that they
would be more productive and could potentially earn more. In New Deal 50+ we pay for a
period of a year to tide people over a reasonable adjustment period.

9. We ought to spend a little more time considering these issues before we settle on a firm
model: but for illustration, the sort of scheme we might consider could look something like the
following:

Subsidy
e £60 a week for full-time employment (£3,120 a year) which we would want to ensure
would be non-taxable (with possibly £40 a week for part-time workers).

e Payment for a maximum of a year (52 weeks).
Conditions

¢ Must be entering a Mature Apprenticeship;
e Must have a salary loss of at least £4,000 a year in the individual's gross income;

e Must have a gross individual income in the new job of less than £25,000 a year.
Costs

For the model of training and wage support set out above, we have made some very provisional
costings using current unit costs for Modern Apprenticeships and estimates of likely take-up
based on experience at other major redundancies. Potential training costs might be £2.5m - £5m
over a 2 year period and wage support costs £1m - £3.3m. There will also be some costs which
we have not yet quantified for payment administration and additional ES activity.

Name

Though we have used the provisional title of “Mature Apprenticeship” for this scheme, we need to
consider alternatives before we make a formal announcement. There is a danger that the word
“apprenticeship”, though indicative of a well-known brand of training, is associated with youth and
inexperience and might seem patronising to older and already skilled workers.




REDUNDANCIES AND THE JOB TRANSITION SERVICE

Existing Help for Major Redundancies

e When a major redundancy occurs, Rapid Response Units (RRUs) in each Employment
Service (ES) region help and support the local jobcentre to tailor actions and services to
the needs of the situation. These services include:

1) On-site Jobshops, to help with all aspects of jobsearch, training and benefit
advice.

2) Jobcentre / Benefits Agency Information Sessions, followed up by one-to-
one advice sessions for those who request them.

3) Classification as a Large-Scale Redundancy. This allows affected workers
early access to a range of programmes, including Work-Based Learning for
Adults, Jobclubs and Programme Centres. Such classification depends on the
local impact of the redundancy, not numbers, and is made jointly by the ES
Regional Director and the chief executives of the local Government Office (GO)
and Training and Enterprise Council (TEC).

e If the redundancy is classified as large-scale, local partnerships — including the Regional
Development Agency (RDA), GO, TEC, ES, the Local Authority (LA) and the company
concerned — can make a bid to the Rapid Response Fund (RRF). This funding is
intended to provide support, advice and fast retraining which is not available through
existing programmes. The fund is intended to be flexible in supporting individuals to

gain the necessary skills to remain in employment.
The Job Transition Service

e The DfEE is currently developing a redundancy response service based on an
enhanced RRUs/RRF model. The Job Transition Service (JTS) will be managed by
ES. Its key objectives are as follows:

To reduce the impact of redundancy on the whole community.

To make our redundancy response more ‘demand-led’ — by the employment
needs of individuals and the skills and recruitment needs of employers.

To empower people at the local level to decide the best approach for countering
redundancy in their community, and to support them in implementing this
approach.

To ensure redundant workers move into jobs with opportunities for progression.
e As currently envisaged, the service will have two integrally-linked elements:

1) Help-Plus Guarantee. This will flexibly deploy RRF funding on a discretionary
basis, in order to provide intensive, individually-tailored advice and support,
delivered by a personal advisor, to those both directly and indirectly affected by
redundancy (workers, partners, community members). This will include an
assessment of employability and funding for skills development. The overall
purpose of this support will be to facilitate transition into a new, sustainable job.




Action Teams for Jobs will be used as a model, and adapted for a group of
people that may include those still in work when they approach the service.

Demand-Led Service. ES and intermediaries will work in partnership with
potential employers to analyse their skills needs, match them against available
recruits and run skills development programmes to close the gap. The overall
purpose of this service will be to address employer skills shortages and facilitate
the transition of those affected by large-scale redundancy into sustainable jobs.
(A third element, Mature Apprenticeships, is also being developed, which will
support those willing to take on a lower-paid job offering structured development
and progression See separate briefing.)

JTS and Steel

Flagship pilot activity on the JTS is currently being carried out with the help of the South
Yorkshire Task Force — established in response to redundancies announced by Corus
— in which the overall shape of the service and various elements within it are being
tested.

A key aspect of the service is the way it is being developed in consultation with its
clients. As the various elements of the service are developed, we will need to test them
out in local situations with local partnerships. In the case of steel, we would work with
local partnerships to develop our redundancy response, introducing elements of the JTS
as appropriate, based on the experience to date with the South Yorkshire Task force
and adapted to local conditions.

During the R & D phase of the JTS (until April 2002), we will:

Advise on the makeup of local partnerships or task forces, and the roles they
should play.

Develop local versions of the Help-plus Guarantee.

Work with both key national and local employers to introduce a version of the
demand-led service.

Apply for funding of mature apprenticeships, a model for which will be developed
by April 2001.
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GUIDANCE ON POST DEVOLUTION PRIMARY LEGISLATION
AFFECTING WALES

16 JAN 2001

Thank you for copying me your letter of 18 December to Margaret Beckett
seeking clearance for your guidance note on post-devolution primary legislation
affecting Wales.

I welcome the production of this guidance note, which I am sure officials will find
useful when preparing new legislation. However, I am surprised that the annex to the
guidance suggests that where Ministers are required to consult the Assembly before
acting this requirement must invariably be specified in legislation. DETR - and other
Departments - already consult the Cabinet of the National Assembly for Wales, at
either Ministerial or official level, as a matter of course, on matters relevant to the
NAW, in line with the commitments made in the Memorandum of Understanding and
our bilateral concordats with the Assembly. Such consultation, which in the nature of
the business may often need to be in confidence, generally appears to work well.

I think we need to be cautious about imposing as a matter of course a statutory
requirement to consult the full Assembly, not least given the question of
confidentiality. While there will naturally be some cases where such a formal
requirement would be appropriate, the guidance should allow some discretion on the
responsible Ministers - who will of course be consulting NAW Ministers on the matter
- to decide how best to deal with the issue.

Subject to this one comment, I am content for the guidance to be issued as it stands.
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I am copying this letter the Prime Minister, members of DP Committee and to Sir
Richard Wilson. A copy also goes to Andrew Davies at the National Assembly for

JOHN PRESCOTT
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| b= January 2001

SUPPORT PACKAGE FOR CORUS

| know you share my grave concern about the yery serious possibility of major
plant closures resulting from the impending anhouncement of the restructuring
of Corus in the UK. The administration here is|totally committed to doing -
everything possible to maintain steel making |n Wales, at, or as close as
possible to current levels. | am determined however that we need to pursue
single-mindedly all the options open to us to produce a comprehensive
package of measures with DTI and other departments which will demonstrate

our very strong support for the company, and which might have some

“influence on their current thinking, if only in the|margins of the decision

making process.

In Wales, we have been pursuing over many months, a number of initiatives
to try and support the company some of which| equire EU state aid clearance.
Our officials have been working closely togethgr on this although it would be
helpful to have some increased pressure at EC level on timescales for
clearances. '

The package we have in mind in Wales includes, revised valuations on
business rates, which we believe could producg quite substantial annual
savings for Corus; rates hardship relief,which is currently part of the package
that has been submitted to Europe; assistanceiwith training programmes
directed towards company employees which isialso part of the package
awaiting European clearancs; assistance with énvironmental improvement
projects, one of which is currently receiving technical scrutiny here; support
for Research and Development where we are working with the Welsh
Development Agency (WDA) to develop propo\jgals for a Technical centre,

Llinell union/Direct line: 029 2089 8782
Ffacs/Fax: 029 2089 8198
Minicom: 029 2082 3280
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based at Port Talbot; we are also brokering discussions between Corus and
the WDA about the acquisition of surplus lanq. Together, we are hoping these
efforts will produce a meaningful level of suppprt to Corus. These proposals

are appreciated and are being well received within the company, at lease
below Main Board level. e

We would like to bring both our and your initiatives together into a single
package for presentation to the company. W¢ believe it is essential that we
can demonstrate we are working closely together to develop a worthwhile
package with the UK Government and that wel have left no stone unturned in
offering our support to the company. If our efforts fail to persuade the
company from taking draconian action, then clearly there is a different
scenario to which we will need to produce an adequate response. We are
obviously making early preparations in case such a response be required.

. We are obviously having to think the unthinkatjle and this involves some

radical remedial measures to mitigate the very serious implications, at both
local and national level in Wales. :

It would be invaluable if we could have a shor} discussion as soon as
possible next week to go through some of these issues and | understand that
our offices have made arrangements for us to meet on Wednesday morning.
It is inevitable that interest will increase very quickly and it is important that we
do not lose valuable time if a successful joint approach on a package of
measures is to be seriously considered by the Company. It would also be
helpful for us to exchange information on the rapidly moving situation.

| am copying this to David Blunkett, Paul Murp: y, Andrew Smith and Geoffrey
Norris at No10. ;




Cynulliad Cenedlaethol Cymru
The National Assembly for Wales

NOTE OF DISCUSSION BETWEEN THE FIRST MINISTER AND HYWEL JONES OF
PRICEWATERHOUSE COOPERS ON|15 JANUARY 2001
|

|
Corus — Dutch half were bottom-line origntated.
British Steel — contributions to overheaq@s orientated.

Merging those two principles not easyi‘: Moffat and the Board had been disappointed in JB
and FD. They had both been waiting for the Euro to turn up and float the Company off the
bottom. Deferring or fudging decision, Like a good NE Chairman, ieave your CEs to run
business. Two CEs doesn't work anyway. Even if Chairman thinks they're going wrong, you
lot them run the business but the decisipns weren't being made.

|
Welsh problem is that coated products being imported now in a big way. Coated products
not premium products on Continent. BS has managed to keep them premium-priced for far
longer in UK than in Continent. Seven lines at Shotton far too many. Can't survive in that
form. '

|

Euro does have colossal impact but at _E\bove 2.70DM it's still a problem. At 2.70, British end
is in profit. So at least another 10% risg in Euro required probably 15% to enable Llanwern to
be profitable. At 2.80, it's more like breakeven, but you can't export at a profit. They you
have the uncertainty problem after that, about future euro-sterling relationship.

HRC is at £140 a tonne now in USA. {Corus US investments in difficulties because of LTV
receivership. American investment cammunity very important to Corus because American
investment community understands c%h generating company as a good thing. Corus must
keep Yanks happy and investors. Musi keep cash flowing in.

|
Moffat fair, though won't flinch on tough decisions. Can have sentiment towards his industry.
Would like to kick industry into shape.| Won't welcome Government interference, if it results

in wrong shape for the industry. Ideally, they'd be looking for Euro-entry lock-in at 2.75 or

thereabouts.

Banks around their necks. Prices havé been OK (other than exchange rate factor) but now
softening. f

|
|

Reline announcement was to buy time until the Euro turned up. It has, but it's not racing
away. f

|
Copied to Tony Blair and Stephen Byers, for information.
|
|
|
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To update you on developments.

Yesterday, Paul Murphy had a private meeting with the ISTC’s Mick Leahy and
Swraj Paul. Leahy reported that the union thinks Corus will close steel-making
(but not finishing) at Llanwern and the upstream plants at Ebbw Vale and
Shotton. Swraj Paul raised the possibility of a workforce-led “buy out” of
Llanwern. Apparently he believes that with the shift down in the £/Euro rate the
plant could find a market for its output. Although he did not indicate any
willingness on his part to invest in such a “buy out”, he said he thought such a
venture could attract financial backing. Leahy expressed interest in the idea and
over the weekend will talk to the ISTC officials at the plant to gauge whether
there is any appetite for such a venture. He will report back to Paul at the
beginning of next week.

I spoke to Paul this morning about this idea. He is clearly quite attracted by it. In
good measure because he believes it might ease our political problems by putting
Corus firmly on the spot (ie. will it agree to the buy out?). I didn’t venture an
opinion on the proposal.

Whatever the merits of the idea as a political tactic, I think it will struggle to take
off. I don’t see any reason for Corus to give the plant away. The Corus strategy
is to cut back on exports from the UK (supplying the markets from the
Netherlands instead) and using its UK plants to supply the domestic market. It
will not want to have one of its former plants as a domestic competitor for those
markets unless its been paid some price for the plant. Swraj Paul’s optimism
notwithstanding, even with the ISTC throwing in some of its £ millions and the
workforce investing redundancy pay, the odds must be stacked against the
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workforce assembling the level of financial-backing needed. No doubt as with
Rover there would no doubt be pressure on HMG to provide support.

On the question of whether a workforce-led “buy out” would be a sensible
outcome, unsurprisingly I am unconvinced. Corus has demonstrated that it’s hard

to make money out of steel in the UK. The exchange rate has severely
exacerbated the problems of Llanwern and it is not a productivity basket case, but

its capacity is about half the most optimal size for a steel plant and its distance
from the sea adds to its transport costs.

Once we know from Mick Leahy whether or not his people at Llanwern are
interested in a workforce-led “buy out”, are you happy for Paul to continue
to explore the idea with Mick Leahy or do you want us to signal that we
don’t think this is worth taking any further?

On Wednesday, DTTI officials met with Corus ahead of Stephen having a further

meeting with Brian Moffatt next Thursday. The company didn’t tell them
anything more than we already knew (other than the announcement will be this
month, rather than next). Their message was that there is going to be a significant
rationalisation, but declined to give any information on the scale or location of
the cuts. Their reason for the rationalisation has shifted somewhat, with more
emphasis than previously on the contraction of the UK market and less on the
£/Euro rate. They said there was nothing the Government could do that would
lead the company to alter the scale or scope of the rationalisation.

The other day Shriti and I met with some of her former colleagues at Warburg’s
who have in the past advised Corus. Their message was clear. The view in the
City is that Corus has too many plants (four plants to produce as much steel as
the French Usinor makes at two). It needs to reduce its exposure to the UK, a
company selling steel into Euroland from the UK is a currency punt almost as
much as an equity investment. It needs to move quickly, Moffatt having sacked
his two CEOs will need to act speedily and decisively if he is to retain credibility.
And there is likely to be further consolidation soon in the European industry and
Moffatt needs to get his stock price up to strengthen Corus’s position. We asked
them about the prospects of another company buying Llanwern. They thought
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this unlikely, the privately owned, London-based ISPAT has bought plants in
similar circumstances in the US and elsewhere but is currently having problems.

Finally, I have attached the article and editorial on Corus in today’s Welsh-
edition of the Daily Mirror.

L\f‘)\-—\
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MAGINE the stunning

mainland of Greece.

Olive groves, relentless
sun and washed by a
sparkling sea.

This was the setting for a
group of thinkers 300 years BC
— Wwhose 1deas still have g
profound influence on ue.

I wae reminded of this when I
8poke with Michael J Leahy on
Wednesday night.

He’s the man at the oentre of
the stesl crisis.

48 leader of Britain’s biggest
steel union Mick Leahy is under
2 lot of pressure.

The giant Llanwern
steslworics. 118 3.000 workers
and 5,000 other dependent jobs 1&
s!r,bi.%iaon a knife-edge.

Michae) Leahy won't gay that
— but he knows 1t.

in three weeks' time the
managers of the steel giant
CORUS will reveal all.

Like an unpleasant child with
a4 trapped cat — CORUS are
calsing serious suffering and
don’t seem to give a damn.

After I'é put the phone down,
I sat back and thought about
what Mick Leahy had just told
Ina.

He was leading an army of
men and many were now at the
end of their tether,

For months — no, yeare — ths
steelmen have applied the
leseons of those Greek Stoic
philosophers of 300BC.

The stoicigm they taught was
that we must control the
}:a:ﬂsions and show great

ndifference either to pain or
pieasurs.

Put 8imply, in industrial
terms. it meant, ‘Keep your
J_:ng}mh shut and get on with the
job'.

And that’s what the steelmen
of Walee have done.

In 1979 they were producing 13¢
tons of steel per man per year.
Now. they're producing 507 tons.

German steelworkers produce
540. and the French even jess at
530 toms per man.

Dutch steelworkers are way
behind. Weleh steelmen produce
15 to 20 per cent more than their
Dutoh counterparts.

No wonder then that Dutch
ateel competitor Hoogovens
Jumped at the chanoe of running
what was British Steel. The new

If CORUS won’t act, our
prliticians must.

Rhodri Morgan will mewt
Mick Leahy on Thursday.

For the past two years
Labour’s Assembly top brass
have repeatedly said they have
a direct route to the corridors
of power and Downing Street.

Now is the time to prove
Labour’s relationsghip between
Assembly and Westminster
really works.

Rhodri Morgan must ignore

IRON FIST: Union leader Mick Leahy has ve
Dutch-dominated CORUS

company announced 5.000 job
i ritain last year — yet
just 600 {n Holland. Why, when
Britiah steslworkers are anmong
the most productive in the
world?

hey deny the hidden
long-term aim is to
strip-out thelr former
British competitor ~ and
reducs it to a shadow of

what it was.

We'll ses. I'te more interest-
ed 1n the here and now.

Michael Leahy met CORUS
top manegement on Monday.,
Again they refused to break
their ellence.

The cat's cornered and the
bully-boy doesn't give a damn.

Well. CORUS had better —
bécause ] sense Monday's
meating was the turning polnt.
“I've asked CORUS's chalrman
to tell us in detail what’s going

the pessimists who say the
Assembly can do nothing.

He must make scveral things
clear to Tony Blair and Gordon
Brown.

And CORUS needs to be
warned it is handling a vital
national asset.

Stecl is vital to Britain’s
interests, Allow it to die and
Britain will pay a heavy price.

Labour must uct to defend
thousands of Welsh families,
their income and their johs.
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on in their deoision-making
process. to make sure we can
have a say in their plans before
any decisions are made," Mick
Leahy told me.

"I asked agein on Monday.”

Their response — more silence.

CORUS’s chairman is Brian
Moffatt. He's. on record as
saying: “We're in the business of
WAKIiNg monsy — not steel.”

He rups a company which
said — in the middle of the
sumumer holidays — it was going
to make 4,500 workers
redundant, and then refused to
say who would get the chop.

Is this management by
silence? Or management by fear
and {ntimidation.

1d)ke these lastest cuts — only
CORUS knows.

Choosing his words carefuily.
Mick Leahy told me: “Our mem-
bers in Wales were kept, (1 1im-
bo unnecessarily for weeks.
CORUS have pow acknowledged
that.” The silence and the

ACT NOW:

pavistariing@mirror.co.uk =

ed he is ready to toke the fight to CORUS

suffering caused by that uncer-
tajnty has made the men “frus-
trated. dissatisfled”, he said.

"“They are senzible, responaible

and stable people.” he said but
then warmed “now they are
angry".
. Une call after another for
industrial action 18 now
dropping on to Mick Leshy’s
desk.

After years of stoicism and
stiff upper lips, the men of steal
are sick and tired.

Bventually the Greek Stoics
self-destructed. They took
controlling the emotions to
such an extreme they wonldn’s
budge even when their families
were threatqned with death.

y discussion with
Mick Leahy left me
with the clear
message that his members
are now prepared to put
away being '“sensible,
responsible, and stable”.
4And the gtant ISTC union 1s
right behind them.

Mick Leahy said they would
back any official fight “for their
jobs. conditions. familles and
communities”.

Like that unpleasant bully-
boy. CORUS are aboul (o find
the trapped cat has sharp testh.

If a strike or other action
starts, it's going to be very
damaging.

"1 will 8ay this.” Mick Leahy
replisd. slowly, and carefully, =
that happens our resources are
such that our backing could ax-
tend 2 very loug way indeed.”

CORUS had better wake up
and realise that the blast-
furnace of the steeimens’
emotions is set to blow

And {f thet happens someone
1§ going to get seriously burned.
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BRIEFING NOTE from  TJowun Baydoe

CORUS #ND THE TEES VALLEY ECONOMY
ISSUE

The potential closure of all or some of the major Corus facilitics in Tees Valley would have as

™ profound =ffect on the Tees Valley economy as did the coal industry closures in the North
East in the carly 1990s. The scale is staggering in the context of the local labour market.
There would be up to 15000 redundancies in a local labour market, which is weak and small.
The unemployment rute in Redear and Cleveland would morc than double within a six month
period, with few alternative job opportunitics. The closures would leave at least 3000 acres of
previously used or contaminated land, which would need to be brought back to sustainable
use. The overall cost of this restoration alone could be over £500 million. Corus has further
plants and land holdings across Tees Valley - in Hartlepool, Stockton and Skinningrove -
which couvld further exacerbate the situation.

This closure would be taking place in & sub-regional economy which is industrially and
commercially weak and where there is a poor quality physical infrastructure (measured, for
instance, in terms of poor integrated pubdlic ransport, derelict and contaminated industrial
land). The closures would be felt throughout the Tees Valley economy and could lead to
further social dislocation and cconomic decline. The impact would also be catastrophic in
terms of the costs which would bave to be borne by the District Council, Redcar and
Cleveland.

It is important that any Carus closure is not just sccn as a ‘plant closure’ but is seen as a
potential trigger for wider-spread industrial and commercial decline. To reverse this situation
will need u strong integrated strategy involving the key players, lead by the RDA, which can
generate short, medium and Jong-term outcomes. An important vehicle could be the

~designation of an Urban Regeneration Company for Tees Valley, which would be private
sector lead and would draw in private sector capital to support both urban and rural
regeneration, .

CONTEXT

Tees Valk:y today is faced with major socio-economic devclopment problems brought about
by the rapid decline of the key industrial sectors which underpinned a strong, rapidly growing
local economy in the mid 1970s. Over the last thirty years, employment in chemicals, metals
and engincering has fallen from 80,000 to 25,000, ICIin particular has sold many process
businesses 1 the poinr that their Research snd Development Centre at Wilton is under threat,
Whilst there bas been 8 compensating rise in service sector jobs, these, typically, have been in
low value-added areas, creating s low level of effective demand in the local market which has
failed 10 generate strong growth in the retail and leisure services areas. The locations of key
process industries within Tees Valley have generated small almost self-contained local labour
markets with little local migration. This in its turn has determined the pattems of local
transport provision which focus on loos! areas and do not provide an integrated structure
throughout the sub-regional economy, which would improve access to jobs. Traditionally, the
process industries in particular did not demand high skill levels and where skills were nceded
they were very specific to the job.
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The sub-regional economy today is characterised by Jow levels of educational atiainment and
poor skill levels. Social exclusion is high with many inner-¢ity estates and communitics
alrcady targeted by a wide range of Government policies supporting community regeneration.
Inevitably, there is outward migration from Tees Valley, typically the most able and the
young.

The Tees Valley economy is also characterised by a number of high volume, low value
manufacturing operations, which are, inevitably, vuncrable to global pressures. Teesside
Airport ha: recently lost some of its Heathrow slots and there are concerns that a further
reduction in slots, emphasising geographical romoteness, could be an enormous disincentive
for further industrial investment in the area. Whilst there is a significant bank of industrial
land in Tee:s Valley, much of it is contaminated, has poor supporting infrastructure and would
involve caasiderable expenditure to bring it into productive use (ie. a use consistent with
demand or. & national and international basis).

The poten:ial Corus closures would impact on a sub-regional economy which is fragile and

\has few element within it which could form the basis for rapid recovery.

TIHE WAY FORWARD

The closurss and the immediate job losses will have a profound psychologica! impact on the
arca, further lowering aspirations. There is a need to bring forward a programme of
immediate deliverables, identified through the RDA, which would consist of projects in the
pipeline that could be accelerated, new jdeas which could require some public sector pump
priming and = very visible start on s land reclamation and factory building programme. The
Employment Service estimate that up to 15000 redundancies will arise from the closure and
the bid for resources from the Rapid Response Fund will be essential to deal with the
personal, t-aumatic consequenoes of 3 closure. It would also include an intensive re-training
programm¢: for redundant workers, which would be managed through the Local Leaming and
Skills Council. All these items could be delivered within a six month time frame. Within this
timeframe, work can be completed on setting up an Urban Regeneration Company, whose
first task would be to dovelop a long-term vision for the Tees Valley economy (probsbly
fifteen years or more). In the medium-term the RDA should be charged with developing a
more substantial land reclamation programme and working with local partners on a fully-
integrated sub-regional public transport system.

SUMMARY

=
{t cannot be over-emphasised that the Tees valley economy is in a fragile state today: these
potential redundancics could begin a process of industrial decline that would be difficult to
reverse un'ess there is both immediate action and the development of a long-term strategy for
economic and social recovery.

Note: One NorthEast is already working with the Tees Valley Parinership and local
authorities on detailed position papers 10 support the points made in this briefing note.




\
me (f/\ Matr \:)
RESTRICTED

From: Clare Sumner

Date: 18 December 2000

RICHARD ABEL

APPOINTMENT: CLERK OF THE NATIONAL ASSEMBLY FOR WALES

The Prime Minister has noted Sir Richard’s minute of 13 December and is
content to approve the appointment of Paul Silk as Clerk to the National

Assembly for Wales.

WY

CLARE SUMNER

RESTRICTED
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~ and Leader of the House of Commons PU

Privy Council Office

2 Carlton Gardens

LONDON

SW1Y SAA

IS/A-&&MA«, 2000

Dear MWI

GUIDANCE ON POST-DEVOLUTION PRIMARY LEGISLATION
AFFECTING WALES

I am writing to seek clearance from you and DP colleagues for the attached
guidance note, on post-devolution primary legislation affecting Wales, to be
circulated to UK Departments. The note sets out guidance on consulting the
Cabinet of the National Assembly for Wales on new legislation affecting the
Assembly’s responsibilities.

I would be grateful for agrcement to this by Thursday 18 January.

As you will know, the Cabinet Office publishes a suite of Devolution Guidance
Notes. Although these notes are intended primarily as a guide for officials working in
UK Govemment departments, they are also available to officials in the devolved
administrations and, by way of their publication on the Cabinet Office’s website, to
the general public.

I attach a copy of Devolution Guidance Note 9, ‘Post-Devolution Primary Legislation
Affecting Wales’. This notc has been produced in consultation with officials in UK
Government departments. Officials at the Assembly have also been given an
opportunity to comment.

The note sets out guidance on consulting the Assembly Cabinet, in confidence where
necessary, on new legislation affecting the Assembly’s responsibilities. The guidance
particularly stresses the need for consultation at an early stage.

It is to be hoped that adherence to the principles contained within the note will help to

ensure that potential points of disagreement between the Assembly Cabinet and UK
Government are, wherever possiblc, resolved before the introduction of legislation.

C7declc0].doc
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You will note that the guidance also advises departments to cnsure that LP is kept
fully aware of any such relevant points of disagreement.

I'am copying this letter to members of DP and to Sir Richard Wilson. A copy also
goes to Andrew Davies at the National Assembly for Wales.

Yours 21J W |

devey

07declcOl.doc
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' Annex B

DEVOLUTION GUIDANCE NOTE 9:
POST-DEVOLUTION PRIMARY LEGISLATION AFFECTING WALES
Introduction

1 This note sets out guidance for UK Government Departments on consulting the
Cabinet of the National Assembly for Wales on new legislation affecting the

_Assembly’s responsibilities. The UK Government has agreed with the Cabinet of the
National Assembly that they will normally consult each other from an early stage on the
development of relevant legislative proposals, in confidence where necessary. (See
Devolution Guidance Note 1, which should be separately read if you are unfamiliar with
it, in particular paragraphs 5.3 to 5.6). This means that the Assembly Cabinet should
always be consulted on Bills which:

e confer new functions on the Assembly;
alter the Assembly’s existing functions (including legislation on, for instance,
freedom of information, which would affect the overall discharge of its duties
and those of public bodies for which it is responsible); or
otherwise affect areas which are the responsibility of the Assembly, including
where it will be responsible for implementation in Wales, though policy control

remains with the UK Govermment.

Departments should make clear when information is being passed in confidence.

“There is no absolute need to consult the Assembly Cabinet on other Bills, although
departments might find this useful in some circumstances and the Assembly Cabinet
might likewise wish to make representations about such matters itself.

2. The purpose of this guidance is to facilitate the efficient conduct by the UK
Government of its legislative business. Disagreements are an impediment to that and it
is in the Government’s interests that potential disagreements are identified as early as
possible through consultation. Potential points of disagreement with the Cabinel of the
National Assembly should be fully explored and wherever possible resolved before
legislation is introduced or, in the case of Bills which have been advance drafted, before
Bills have been published. Departments will be expected therefore to make cvery effort
to ensure that the Legislation Policy Committee (LP) is fully aware of any potential
difficulties which might be material to their decisions.

3. Consistent with the separation of functions between LP on the one hand and
policy committees, such as EA (Economic Affairs) and HS (Health and Social Affairs),
on the other, this note is not concerned with the process by which the Assembly Cabinet
is consulted about policy. Arrangements for this are set out in the Memorandum of

~ Understanding, the agreement on Common Working Arrangements (Devolution

DGNY 12/00
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Guidance Note 1) and the various bilateral concordats between Departments and their
counterparts in thc Assembly.

Government of Wales Act

4. Section 31 of the Government of Wales Act 1998 places a duty on the Secretary
of State for Wales to consult the Assembly after the beginning of each Session on the
legislative programme and on non-programme Bills agreed for introduction
subsequently (unless there are considerations relating to the Bill which make such
consultation inappropriate). The duty includes one of personal attendance by the
Secretary of State for Wales. It will provide an opportunity to consider the content of
individual Bills, in addition to the Government’s choice of priorities. More guidance on

“the role of the Secretary of State for Wales, including the role in relation to primary
legislation, is given in Devolution Guidance Notc 4.

Government Bills - LP

3 There may need to be consultation with the Assembly Cabinet on a proposed
Bill during or prior to consideration by LP of the content of the legislative programme.
In many cases, such consultation will occur naturally, at the same time as consultation
takes place on policy content. Where that is not the case, Departments should consider
alternative means of obtaining the Assembly Cabinet’s views, to feed into their thinking
about the priorities which they would put to LP. Where the possibility of particular
legislation has not becn publicly announced, information going to the Assembly Cabinet
should be passed in confidence. It will be a matter for agreement whether, and to what
cxtent, confidentiality must constrain wider consultation by the Assembly Cabinet and
in no circumstances will the Assembly Cabinet circulate or allude to Bill material
without the consent of the lead Department — such agreement, if reached, may depend
on the duty of confidentiality extending to any other bodics consulted by the Assembly
Cabinet. Additional guidance on confidentiality is given in paragraph 11 of the

~Memorandum of Understanding agreed between the UK Government and the devolved
administrations.

6. Consultation with the Assembly Cabinet can be facilitated if departments ensure
that Bill material deals accurately with the Assembly and addresses certain common
features of the devolution settlement. The annex to this note lists some of the main
aspects of this. While this is not prescriptive, and is no substitute for detailed
discussions, it should ensure that such discussions can focus on any substantive sticking
points and are not dominated by relatively minor and technical matters.

Preparation of Bills and Submission to LP

7. The essential requirement is that by the time proposals to introduce legislation
rcach LP, all devolution-related issues are to have been addressed and so far as possible
resolved (significant unresolved issues may affect LP’s view of the readiness of the Bill

~DGN9 12/00
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for introduction). Papers for LP must contain a statcment to that effect. In addition
papers to LP should:

e explain any provision proposed in respect of Wales which differs from the
provision proposed for England or the rest of the UK;

identify any exception to the general rule that a new function created by the Bill

will pass to the Assembly in cases where it already exercises similar functions
within that subject area and identify the policy clearance for that decision;

identify any change to the existing functions of the Assembly, including any new
function being vested in the Assembly which might raise issues of general
principle, and the policy clearance for the change; and

confirm that the Assembly Cabinet has been consulted on the draft clauses as
necessary (including commencement and other transitional provisions),
summarise the Assembly Cabinet’s view and indicate whether DP or the Joint
Ministerial Committee are likely to become involved (either in correspondence
or through a meeting).

8. There should, in addition to any earlier policy discussions, also be consultation
with the Assembly Cabinet as part of the process of formulating instructions to
Parliamentary Counsel, where these touch on the Assembly’s responsibilities, so that
their interests are understood from the outset and any dispute rcsolution process
undertaken in good time.

Pre-Legislative Draft Bills

9 The procedures described above should also be followed for Bills being
published in draft.

Private Members Bills

~10.  The same procedures should be followed for Government Hand-out Bills as for
Bills in the main programme. For other Private Members’ Bills, if the Government
intends to support the Bill, the Assembly Cabinet should Jikewise be consulted on any
matters which affect the Assembly’s responsibilities. It is not absolutely necessary to
inform the Assembly if it is clear that the Government cannot support a Private
Members’ Bill. Howecver it will frequently be helpful for officials in Wales to be aware
of this if the Bill covers functions which are the responsibility of the National
Assembly.

Constitution Secretariat

Cabinet Office
December 2000

DGN?9 12/00
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“Annex: Referring to the Assembly in primary legislation

The following checklist aims to cover some largely technical points in referring to the
Assembly in Government Bills. It is neither exhaustive nor prescriptive. However, it
should serve as a useful aide-mémoire for departments and should minimise the need for
discussions with Asscmbly officials to be dominated by relatively minor issucs such as
these.

Nomenclature

e The Assembly should always be referred to in a Bill by its formal title, i.e. "the
National Asscmbly for Wales" (s1(1), Government of Wales Act). "Welsh
Assembly" and so forth are to be avoided, including in headings and marginal
references. Where it is necessary to refer to the Assembly frequently, it is, of
course, in order to refer to it as "the Assembly” after the first usage.

The Government of Wales Act introduced a new definition of "Wales", expanding
the Assembly's jurisdiction to includc the sca around Wales to a distance of 12
nautical miles. Where a Bill confers functions on the Assembly which could be
exercised in relation to the sea or to maritime activities, it should thus normally use
the definition of Wales in 5155 of the Government of Wales Act and orders made
thereunder.

Functions in a Bill

Functions should normally be conferred on the Assembly as a whole, rather than to a
named office-holder (such as the First Secretary). It is for the Assembly to consider
dclegating any new functions it receives to the First Secretary.

Commencement provisions in a Bill (i.e. the means by which it comes into force)
should normally apply on equal terms to England and Wales, and to Ministers and
the Assembly. Again, proposed departures from these two presumptions (for
example, if there is a good case for a common implementation date) should be
discussed at an early stage in the pre-legislative process.

While it remains possible to confer functions on the Assembly by means of a
transfer order under s22 of the Government of Wales Act, new functions should
normally be conferred directly on the Assembly by primary legislation. To do
otherwise can increase the amount of parliamentary time needed (by requiring it to
consider the order as well as the Bill) and potentially misleads as to the
Government's intentions (since Parliament will assume the matters are not being
extended to the National Assembly).

DGN9 12/00




18-DEC-2000 16:58 FROM TO PRIME MINISTER P.@7/68

.' Annex B

Statutory procedures

The Assembly's procedures as regards subordinate legislation are not the same as
Parliament's: in particular, subordinate legislation cannot routinely be made in the
Assembly using a negative proccdure. Bills should thus not seek to prescribe the
procedures for making Assembly subordinate legislation, and provisions applying
specified procedures to subordinate legislation made by Ministers should not extend
to the Assembly.

A Bill should not normally subject the actions of the Assembly to Ministerial
consent or approval (or vice versa), apart from certain functions which require the
consent of HM Treasury. Exceptlions to this should be explored as early as possible
in the pre-legislative process.

Where there is a requirement for Ministers to consult the Assembly before acting (or
vice versa), this should be included in legislation rather than in a concordat.

New public bodies

Where the Assembly will be wholly or partly responsible for public bodies and
offices, these should have statutory titles in Welsh and English (e.g. “There shall be
a [title of body in English] or [title of body in Welsh]”. Assembly officials will be
able to advise on a suitable translation into Welsh.

A new public office should only disqualify its holder from membership of the
Assembly where that would cause an unavoidable conflict of interest with the
Assembly's responsibilities. Disqualification from membership of the House of
Commons does not always give rise to disqualification from the Assembly (s12,
Govemment of Wales Act).

New public bodies which fall solely under the Assembly's control should normally
be subject to its general powers to reform public bodies in Wales (ss27&28 and
Sch.4, Government of Wales Act). A Bill should also normally provide for records
of such a body to be Welsh public records (ss116-118, Government of Wales Act).

Consideration should always be given as to whether a new public body or office-
holder should be subject to the Assembly’s powers of summons (s74 and Sch.5,
Government of Wales Act). Generally speaking subjection to these powers will be
appropriate in cases where the Assembly might reasonably require information from
a public body or office-holder to carry out its executive functions (i.e. when there is
reasonable common ground between the body’s respousibilities and those of the
Assembly).

DGN?9 12/00
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Where the Assembly is to be wholly responsible for a new body, it should have the
power to determine the form of that body's accounts, subject to Treasury consent.

Bills should provide that the Auditor General for Wales (AGW), and not the
Comptroller and Auditor General, is to be responsible for auditing the accounts of

any body which reports solely to the Assembly.

Where the AGW audits a body's accounts, s/he should also have the power to
conduct "value for money" examinations into that body.

DGN9 12/00
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From: Alasdair McGowan
Date: 15 December 2000

PRIME MINISTER ce: Simon Virley
David Miliband
Sally Morgan

Andrew Adonis

MEETING WITH PAUL MURPHY - 18 DECEMBER, 1700

Issue

An independent investigation into student hardship in Wales, established as part of
the Partnership Agreement in Wales, is due to report by Easter 2001. David
Blunkett is concerned that this will raise difficult issues on tuition fees if there is a
May election. Can Paul Murphy, as a matter of priority, persuade the Welsh
administration to delay the report until the Summer?

Timing
Urgent.
Background

As part of the Partnership Agreement signed with the Lib Dems in Wales, the
Welsh administration committed itself to:

"...an immediate independent investigation into the issue of student hardship and
Junding in Wales, dealing with those issues covered in the Scottish ‘Cubie
Report’ which fall within the Assembly’s remit.

The investigation will report on the options for tackling problems inherent in the
current system of student maintenance and support including those faced by
mature students and those studying on a part-time basis.

The investigation will address these issues within the context of the need to
widen participation in Higher and Further Education, particularly from groups
currently under-represented in the sectors."

Astonishingly, the Welsh administration is also committed to placing the Report’s

RESTRICTED
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recommendations before the Assembly and to providing “sufficient money to fully
Jund implementation of the outcome from September 2001."

The Welsh Administration have tried to argue that the issue is not whether we
should have higher education tuition fees or not since this is not a matter devolved

to the Assembly; and that the investigation will look at how best to use the support
already provided by the Assembly on student hardship.

It is inevitable, however, that tuition fees will dominate any report. The terms of
reference, for example, invite the investigation to consider amongst other issues,
‘the evidence on the extent of student hardship and the public perception of it’ and
‘the impact of the introduction of tuition fees on participation in higher education
in Wales.’

Jane Davidson, the Welsh Education Minister, has announced that the
investigation is due to report by Easter 2001 - awkward timing, to say the
least, if there is a May election. She and Paul Murphy are meeting David
Blunkett on Tuesday. I understand that David intends to explore then
whether it is possible to defer any final report.

I have already raised the issue with Paul’s office and will continue to press
them on this, but if you feel comfortable raising the issue privately with Paul
on Monday, it would help to ‘concentrate minds’ in advance of the meeting
with David.

It is worth stressing that deferral would not just be in David’s interests. It would
help the Welsh General Election effort as well. As was the case in Scotland, we
can expect the Liberal Democrats to campaign hard on this issue, particularly in
Cardiff Central - a Labour marginal with a high student population. If the
investigation reports before the election, we will simply be handing our opponents
political ammunition.

Other current issues include:

e Steel - the subject of a separate meeting for which you will have separate
briefing.

e Welsh tick box - 10,000 signature petition received earlier this week. Census
forms to be completed on April 29 - again, awkward timing if there is a May
election. However, the priority now has to be to move on and defend our case
as robustly as possible - something Labour Assembly members have failed to
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do so far.

The Childrens’ Commissioner Bill in the Queen’s Speech has been very well
received in Wales. It is the first example, since devolution, of Westminster
debating a Bill specifically for Wales.

We are now starting to make progress on miners’ compensation. Some 22,000
individuals have now benefited in Wales with £26 million paid out.

Although Wales will lose out on Millennium City Status, one new Welsh city
will be guaranteed for the Queen’s Jubilee Year.

ALASDAIR McGOWAN

RESTRICTED
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David Hanson has given me a read-out of the meeting he had with you on (
Monday evening on this subject. He tells me that he outlined our concemns over (Z1

this issue and that you agreed that we would work together on handling the
current situation.

THE CENSUS IN WALES

However, | now fear that the situation may be more acute than we had realised.
When | was in Wales yesterday | discovered that Mr Lan Cook, the National
Statistician, who was In Wales to discuss the Issue with the local authorities, was
to meet Rhodri Morgan also. | decided to join Rhodri's meeting and was very
disturbed to learn from Mr Cook that he feels that such has been the success of
the Western Mall's “Weish tick box” campaign that the integrity of the We|sh
census may have been completely compromised. He suggested that it may
Indeed be necessary to reprint the Welsh forms, although his advice that such
action would also compromise the census remains valid. He is quite rightly
concerned about the implications of the juxtaposition of the census and a possible

election next spring, afthough he recognises that dealing with this is not a matter
for him.,

Mr Cook also told us that he had suggested employing a professional PR firm to
Counter the Western Mail campaign but that his request for resources to do this
has not been supported. | gather from David Hanson that the Treasury view has
been that we should not feed the story in the hope that would kill it. Thatis a
strategy with which | am familiar but | fear in this case it has failed.
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Rhodrl and | were only able to spend a limited time with Mr Cook, but our officials
had a longer discussion with him, covering a range of possibilities from re-printing
the forms to holding the current line. | take Mr Cook’s advice extremely seriously,
but ! believe it is time to take stock calmly and consider all the options. Aside
from the cost of re-printing, we also need to consider how that would play in
Wales generally and, indeed, In England, We must also be clear that we have
already taken a public position on this, which | have been defending for some
time while being unaware of Mr Caok’s growing concems.

In line with your agreement with David on Monday, my officials in consuftation
with ONS and Assembly officials will Quickly produce a position/options paper for
us 10 consider. The matter is extremely urgent, not only because if we do reprint,
the decision must be taken very qulckly, but also because | am pretty centain that
Simon Thomas MP (Plaid Cymru) will quiz the Prime Minister on this next
Wednesday. He has the first question and was one of the group which took the
Western Mail coupons to No 10 yesterday.

| hope that our officials will be able to meet to discuss the options early next week.
and 1o offer us urgent advice on this matter.

In view of the sensitivities and the implications for Prime Minister's Questions next
week, in this Issue | am copying this letter to the Chancelior, Sir Richard Wiison,
and Jonathan Powell at No 10.

l'
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Melanie Johnson MP
Economic Secretary
HM Treasury

Parliament Street
London SW1P 3AG
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I would be grateful for your approval of the appointment of Paul Silk as
Clerk to the National Assembly for Wales, in succession to John Lloyd
who retires at the end of this year. This is a very good outcome to a

sensitive exercise.

2. The Clerk to the Assembly is the principal adviser to the Presiding
Officer, supporting him in the management of the Assembly’s formal plenary
sessions. The Clerk is also responsible also for the provision of a wide range
of independent services including the Committee Secretariat, library,
broadcasting, information and translation services for the whole Assembly.
As Accounting Officer the Clerk is responsible for a budget of about £20
million and 200 staff.

3. An open competition was held and eighteen candidates applied.
Baroness Usha Prashar chaired a panel comprising Jon Shortridge,
Permanent Secretary to the Assembly, John Elfed Jones, the chairman of the
National Assembly Advisory Group, and Sir Michael Wheeler-Booth, the
former Clerk of the Parliaments. They interviewed four candidates.

4. The panel was unanimous that Paul Silk (48), Clerk of the Commons
Foreign Affairs Select Committee, should be recommended for appointment.
He has been a Commons Clerk for 25 years, including a period servicing the
Welsh Guard Committee. He was the clerk in charge of the Government of
Wales Bill and during a brief secondment to the Welsh Office helped develop
the Assembly’s Standing Orders. He came across as highly articulate with a
first rate intellect. He has a deep understanding of parliamentary processes
both in the UK and elsewhere in Europe. He is used to dealing with difficult
and sensitive issues. Though he lacks extensive management experience,
the panel were convinced that he could rise to the challenge in this job. He
has clearly aspired to this job for some time and is passionate about using
his experience to the advantage of Wales. He is held in high regard by
Assembly Members who have worked with him in the past.

Ref: A02000/3128
RESTRICTED - APPOINTMENTS
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S. Both Rhodri Morgan and the Presiding Officer are content. If you are
too, the announcement would be made by the National Assembly.

Lidnad_Aed
F r RICHARD WILSON
13 December 2000

Ref: A02000/3128
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary

4 December 2000

Dear Mara,

PARLIAMENTARY BOUNDARY COMMISSION FOR WALES:
APPOINTMENT OF DEPUTY CHAIRMAN

The Prime Minister was grateful for the Home Secretary’s minute of

19 November and is content to approve the appointment of Mr Justice Stephen
Richards to this post.

Yours ever,

WL

CLARE SUMNER

Mara Goldstein,
Home Office




M®5/12 '00 TUE 11:29 FAX 020 7273 4073____  COMSTITUTIONAL UNIT.

020 7273 4078

fAc rOUYUD rv

Wales Oftice | Swyddfa Cymru

Office of the Sceretary of Stave Tor Wales
Gwydyr House

Ysgritennydd Gwladol Cymru Whitchall
Secretary of State for Wales London SWIA 2ER

Rt Hon Paul Murphy MP

Swyddfa Ysgrifennydd Gwladol Cymru
Tel: 020 7270 0549 1y Gwydic
Ffon: 020 72700549 Whigchail

Llundain SWIA 2R
"S November 2000

Lo - T'L\\(Cx
MILLENNIUM GRANT OF CITY STATUS
Thank you for your letter of 28 November.

I fear that the reasons for not including a Welsh town are not very convincing and
I am certain that they will not carry any weight in Wales. Had there been anly one
English and one Scottish town time, the fact that Wales and Northern Ireland
were included last time would have been a reasonable argument to advance in
Wales. The inclusion of two English towns destroys all its force. | realise that the
Palace will not want to award city status to too many towns, though | do wonder
whether soundings have been taken from the Prince of Wales who takes a close
and very welcorne interest in Welsh affairs perhaps all the more so post

~ devolution. For my pant, | could accept more easily a decision to reduce the
number this time so that only one English town were to receive city status

| welcome your assurance that in setting the criteria for the Jubilee competition, it
will be made clear that population size is not a necessary criterion. | think that it
will also help that you intend to automatically consider the applicants who were
unsuccessful this time for the Jubilee competition. This must be a meaningful
consideration, of course. | had the impression that two English towns were being
put forward to bring the number of cities to 49 and thus to enable a 50" English
city to be created in Jubilee year. | would be grateful for your assurance that
there will be no pre-judgement of this sort in favour of English applicants.

| am copying this letter to the Prime Minister, the Deputy Prime Minister, John
Reid and Peter Mandelson.
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Parliamentary Boundary Commission for Wales: Appointment of Deputy
Chairman

Thank you for copying me your letter of 19 November to the Prime Minister about
the proposed appointment of Mr Justice (Stephen) Richards as Deputy Chairman of
the Parliamentary Boundary Commission for Wales.

The proposal to appoint Mr Justice Richards until December 2006, to allow him to
complete the fifth general review of parliamentary constituencies in Wales, is
eminently sensible and I am, therefore, content for this appointment to be made.

I am copying this letter to the Prime Minister, Derry Irvine, John Reid, Paul Murphy,
Mo Mowlam, Gordon Brown and to Sir Richard Wilson.

8

JOHN PRESCOTT

L N
INVESTOR IN PEOPLE




