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CONFIDENTIAL
DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE oi-212 2207

SWITCHBOARD 01-111 T&676
PE}’S&:MMW of State for industry

2. December 1979

Tim Lankester Esqg

Private Becretary to the
Prime Minister

10 Downing Street

London SW1

As requested by E Committee on 10 December, my Secretary of
State and the Chief BSecretary tonight saw Sir Arthur Enight
and asked him whether the new Board of NEB could provide the
Government with & considered assessment of the EL Plan.

Sir Arthur said that his Board had already taken the view that

they could not responsibly do so in a short time; they would

need to familiarize themselves in some depth with the Flap and with
the assumptionsand thinking underlying it. They would also need

to question closely Sir Michael Edwardes and his senior management.
This would inevitably take time, particularly since the NEB Board
members are all part-time and normally meet once a month; it

would also distract the BL management from the immediate problems
of the company. It would probably take two months for the NEB

to get in a position to provide the Government with a proper

assessment.

In the light of Sir Arthur's comments, the Chief Secretary and my
Secretary of State concluded that the Government would have to
reach its decision without a formal report from the new NEB. The
Secretary of State for Trade concurs in this conclusion.

My Secretary of Btate and the Chief Secretary, who were joined

by the Secretary of State for Trade, met Sir Michael Edwardes,
who was accompanied by Austin Bide, one of BL's non-executive
directors. My Secretary of State made it clear that, whilst the
Government appreciated the urgency and would reach a decision as
soon as reasonably practicable, there was no possibility of this
in time for Sir Michael to sign the deal with Honda on 20 December.
Sir Michael accepted this and ssid that, without the Government's
backing for his Plan, he would not feel justified in signing the
Honda desl. He would therefore tell Honda that signature would
have to be postponed for a few weeks. In his view there was a
grave risk that Honda would pull out.

S8ince the Honda deal was crucial to the BL Plan (because it
offered the only means of providing a new mid-car model quickly),
its loss would mean that the BL Board would have to withdraw the
Pyan and review the position. If HOnda withdrew this would

/certainly ...




CONFIDENTIAL

certainly become public knowledge, as in allprobability would the
withdrawal of the Plan, and this could well provoke a crisis of
confidence which would put the company immediately at risk.

My Secretary of State is unable to judge the seriousness of

the threat, or the likelihood of Sir Michael béing able to persuade
Honda to keep the deal open for a further period. He considers,
however, that colleagues should be awaré of the situation as
presented by Sir Michael.

BL have provided the revised forecasts of cash flow and profitability
which E Committee requested. The Secretary of State for Trade

will be discussing these in detail with BL before the end of the
week.

My Secretary of State hopes that it will also be possible to
arrange this week the first meeting between the Ministerial Group
and the BL Board to seek clearer definition of the circumstances
in which the BL Board would themselves decide that the Plan was
no longer viable and would initiate the company's rundown.

I am sending copies of this letter to the Private Secretaries
to Members of E Committee and to Sir Robert Armstrong and Sir
Eenneth Berrill.

Ejﬂnaun P UNTIVE P
kﬂg\ iﬂlﬂir-hh

I K C ELLISON
Private Secretary
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CONFIDENTIAL

Ref: A0897

PRIME MINISTER

BRITISH LEYLAND

(E(79) 74)

BACKGROUND

1 b The choice is stark. Either the Government ecuts its losses now = at

a PSBR cost in 1980-81 of some £1,4%00 million and 200,000 unemploved; or it
finds £130 million extra in 1980-81 in the hope that British Leyland {BL}

will struggle through to viability (with a less than 50/50 chance of success).
In his paper, Sir Keith Joseph recommends the second course, and, in

particular =

a. approval of BL's corporate plan covering the next five years, but

without any firm commitment on funding beyond the end of 1980;

b. the precise limit of funding for 1980 to be left to the Chancellor

and himself to negotiate, so as to minimise the excess over existing

PESC provisionsj (s
—————————m—

c. an announcement of the Govermment's approval of the plan to be made
before the Christmas recess, without waiting for the completion of the
BL wage negotiations, The need for urgency arises because otherwise BL
will lose the opportunity of signing a collaborative deal with the

Japanese firm Honda, for a new middle-sized car - the LC9 which BL plan

to assemble from mainly Honda components,

2 Sir Keith Joseph concedes in his paper that the chances of success of the

plan are less than 50/50, and that "sooner or later it is likely to be clear

-h_h‘
that there is no hope for BL in its present form and that continued run-down

and break-up are inevitable." But he thinks support at least for another year

is inevitable, partly because of the presentational difficulty of pulling the

CONFIDENTIAL
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rug without giving Sir Michael Edwardes a chance after his recent
successes with the workforce, and partly to avoid the resignation of the
BL Board and the resulting sudden collapse of BL after the very high

redundancies and PSBR costs which this would entail,

HANDLING
5 After asking Sir Keith Joseph to introduce the paper, you might

guide the Committee to concentrate on the main issues —=

a., Does the plan have any real chance of success?

b. 1Is there a credible alternative strategy?

¢. Even if the plan has little chance of success, iz conditional

financial support for an extra year the best option?

d. Timing - in relation to the wage negotiations and Honda deal =

and presenlbetion,

Some points that might be made on each of these issues are as follows -

A. The chances of success of the plan

5. These are poor; and you might ask Sir Kemneth Berrill for his views:

the CPRS have very strong doubts. The reasons for the doubts include -

a. Every annual plan of BL (including this one) forecasts major

improvements; but every vear things get worse instead of better. Most

———
fundamentally BL's market share for cars in the United Kingdom has

slumped from 33 per cent in 1974 to 20 per cent this year and 16 per cent
—— —— I . i
in the last 2 months, BL's position is similar with commercial wehicles

—
and in exports. The basic cause of BL's uncompetitiveness is its low
—
productivity: +two thirds that of its European competitors, and less than

that in relation to the Japanese. To be competitive, BL needs to improve

its productivity by something like 50 per cemt. It begins to look as if

the illness is terminal: Things seem to have gone too far for these

CONFIDENTIAL
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trends to be reversed even with new models, the first of which are not due
anyway until the end of next year, when all their competitors will have
new models too. So BL's expectation in their future plan of an increase
in market share to 24} per cent ly 1985 looks highly optimistic. Even
improvements in the strike record are not going to help much: BL's

big problem for the last year has been inability to sell the cars they

produce,

b. BL's main proposals for new cars after the Honda model (the LC10 and
LC11) look very risky, because they will be produced in much smaller numbers

than most of their competitors,

¢, The situation has already deteriorated since the plan was written,
As Sir Keith says (end of paragraph 6), BL have just told his Department
that part of the money earmarked in the plan for next financial year {up
to £100 million equity) will instead be needed in this financial year,
This is mainly because their profit forecast for 1979 has changed from a

£13 million profit before interest and tax in the plan to a £50 million loss,

This in turn is mainly due to a further downward shift in BL's market share
in cars in the last few months, which is equally making the assumptions

in the plan about sales out of date.

B. Alternative Strategies

b, The key question is whether the BL Board have done - or indeed can be
expected to do - enough to examine alternatives. In the long run, disposal of

as much of BL as possible as going concerns to other manufacturers (including

foreign manufacturers such as the Japanese) may be the best way of keeping the

plants alive, If so, then arguably the sooner this is done the better, as

disposals might be easier if BL had deteriorated less far. There has been one

proposal for a takeover of Leyland Vehicles - reported in the press on Friday.

—

But this particular bid may not be much of a starter. BL have examined some
options in the past and still have some collaborative deals in mind. But these
are on a limited scale. The main problem is that, as long az the BL Board are
primarily concerned with making their existing plan work, it may be difficult

for them simultaneously to plan disposals of major parts of their business,

CONFIDENTIAL
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especially if these imply effectively the end of BL as an entity. Yet if

alternatives are not prepared in advance, it seems very likely that the
Government will be faced with exactly the same choice next year about whether

or not to fund the next plan (except that BL will be even weaker), with the

same arguments in favour of continuing funding. Sir Keith suggests (paragraph 10)
that the plan should be approved "on the understanding that the BL Board will
keep me regularly informed...about progress...and will seriously explore

further disposals, in particular the truck and bus business," Should BL be

given a rather firmer push towards looking at the scope for disposals -

including the car business?

C. Funding the Plan

is The key questions here are -

a. Is there a case for rejecting the plan, rather than funding it? It is

likely that Employment and perhaps even the Treasury will join Industry
in wanting to keep BL in being. If the plan is funded for a year and then
fails, the extra cost may be about £200 million (again very uncertain) on

top of the eventual costs of collapse.

b. What level of funding should be given? BL's bid in their plan is

shown against PESC allocations below -

Difference Ein 1979 pricea{

(adjusted) (ie implied cal

£ million BL's bid in PESC ;
on the contingency reserve)

1980,/81 130
1981 /82 28
1982/83

1983/84 30

Total 225 210

*NB: Sir Keith now says some of this £207 million will be needed
in 1979/80.

CONFIDENTIAL
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The £225 million in PESC represents what is left of the £1,200 million

which Lord Ryder said in 1974 was necessary to bring BL back to vinﬁility.

Sir Keith's main argument for allowing more is that estimates made

3 years ago are bound to be subject to changes in the light of events,
particularly inflation. He also thinks it might be possible for him to
negotiate a lower level of funding closer to PESC, but he thinks that there
is no chance of getting the BL Board to accept funding right down to

PESC levels., So insisting on funding up to PESC levels and no more would
in his view amount to rejection of the plan, the Board's resignation and
BL's collapse. You might particularly ask Sir Keith about the latest
request for extra funding this year. Does this mean the total of this

and next year would still be the same?

c. I8 there further scope for private sector finance? Sir Keith

proposes to explore this in negotiations with BL, The scope seems there,
but limited. One important point is that switching from public to private
funding will not help the Government's total financial exposure, as the

Government effectively guarantees private sector loans,

Timing of decisions

The main gquestions here are —

a. Can the Goveroment give BL any kind of support for the plan before

the wage negotiations for their car workers are completed? In a recent
letter the Chancellor implied not. Sir Keith disagrees: the wage
negotiations might take some time (the management are trying to negotiate
a very tough package), and in the meantime BL ecould collapse suddenly.

As an alternative could the Government approve the plan, but make it elear
their approval would be later withdrawn if the wage negotiations ended
unsatisfactorily? Would his strengthen the managements hand in trying

to get a tougher settlement,

CONFIDENTIAL
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b. Should BL be allowed to sign up with Honda on 20 December? The
arguments for this seem quite strong: it is a way of keeping options
open (the cancellation charges if BL later pull out are only

£5.5 million)., But how definite an assurance is needed about Government

approval for the plan before Honda will be prepared to sign?

CONCLUSIONS
9. The basic decision is whether to support the plan at all for another

year, recognising the plan's low chance of success and that support within

PESC limits seems impossible., If colleagues do decide that further support
—— T
is desirable or inevitable, then you will want to record the conditions

attaching to approval. These might be -

i, A one=year commitment only;

e —
b. Negotiations with BL by the Secretary of State for Industry and the
Chancellor for funding arrangements as close as possible to present PESC
ceilings with their findings reported back to you, if possible before BL

need to sign the Honda dealj

c. It should be made clear to BL that the Government's support [cuuld]
[uill] be withdrawn in the event of BL's wage package not being satisfactorily

agreed;

d. Sir Michael Edwardesz to be given a very firm - but confidential -
instruction to examine urgently the scope for alternmative strategies -
including major disposals of both cars and trucks - ready to be considered
for implementation by the Govermment if the plan is seen to be clearly

failing;

¢. BL to be authorised to sign the Honda deal —= but only after successful

negotiation on funding, as under b,

(OINV3

Py

ROBERT ARMSTRONG

7 December 1979
[
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BRITISH LEYLAND

I enclose a note on BL, summarising our thoughts and including also

some points raised in a private meeting with Michael Edwardes last

night.

We have tried to keep the note as brief as possible. 1 am around

all Monday if vou require me toc sit in at E or to talk about BL

before E.

JOHN HOSKYNS

7 December 15979




'. PRIME MINISTER

BRITISH LEYLAND

E Committee discusses BL opn Mopday. This note summarises our latest
thoughts. Together with CPRS, we have ourselves had to take a strong
"negotiating line" at all the BL Group meetings at Keith's Department,
in order to make them face the reality of BL's prospects. This new
realism is reflected in their report (Annex B to Keith's paper).

We also had a private meeting with Michael Edwardes last night.

Has BL a Chance?

Dol officials do now recognise that BL's chances are less than even.
We regard them as nearly zero. For BL to compete as an independent
entity with the much larger American, Japanese and Continental volume
car producers,demands & complete reversal of everything which has gone
before. Even if they are able some of the lost market share
in the UK, their plan is critically dependent on doubling their
present meagre sales in Europe,

While the new Mini and the Honda models will appear in late 1980 and
late 1981 respectively, their new home-grown medium car (LC10 and 11)
will not enter the field until 1983 and not achieve full planned
volumes until 1986. Even then, the volumes planned (nearly 300,000)
are much less than those of their major competitors.

Even if BL succeeds in raising productivity by the planned 65% and
transforming its labour relations, it is difficult to see how they can
generate the R&D funds necessary to stay in the race to produce the
next generation of cars.

In management terms, the whole project is fragile. Would we back BL
if Edwardes went under a bus? He is due to finish at BL in November
1980, and, in our talk last night, I got the clear impression that he
would not stay on.
e e ==

Should we Back the BL Corporate Plan or not?

Our original view was that BL would not survive and that we should
refuse to back the plan. Our view of its chances is unchanged, but

we now agree with Keith and his Department that publiec support for
Edwardes and what he is trying to do would make it extremely difficult
for Government to refuse to back him at this point. The difference
between us (paragraph 5 of Keith's memorandum) is that he is arguing
for supporting BL because there is a chance of success: we argue for
supporting BL even though there is virtually no chance of success.

Further delay in grasping the nettle costs not only the additional
funds for support, as the memorandum notes, but also the opportunity
costs of all the skilled manpower and management effort locked up in
BL. But we still feel that support is right.




2.3. If we do back the Plan, there are really only two possible outcomes.
Either the unions are as unco-operative as in the past, in which case
the BL Board will recommend liquidation (this undertaking should be
referred to by Keith publiely): or - and this is more difficult to
handle - the unions do co-operate and BL still eventually fails. We
have to set the stage for this eventuality, now.

Can the Government Achieve its own Objectives at BL?

Our objective is unchanged - to turn an economic problem into a
political stepping stone. First, we want to establish the criteria

by which the electorate can judge our handling of the BL problem both
now and when (or if) it finally collapses. Second, we must ensure
that the unions either behave responsibly and thus improve BL's
chances, or behave irresponsibly and take the blame for BL's collapse.
Third, we must minimise the economic and PES consequences of break-up.

So far, things have gone rather well, partly because Edwardes knows
that the Government is not bluffing, and he is not bluffing himself;
and partly because he is a skilled negotiator and a respected manager.

Edwardes does not believe it is possible to get meaningful under-
takings from the unions to make their members deliver on the pay and
conditions package (assuming it is successfully negotiated). The
union leaders lack the will and the authority. But Edwardes made it
clear that he would dismiss anyone who disrupts, and he expects the
unions to accept this.

Setting the political stage for eventual break-up of BL must be done
very carefully as part and parcel of the Government's approval of
BL's Corporate Plan. It is also important that Cabinet doves should
agree, unambiguously, that this is BL's last chance as a complete
and independent company. You will want to minimise the risks of a
major split in Cabinet if BL has to be closed down or broken up for
sale in a year or two.

Other Comments on the Keith Joseph Paper

We don't think that the economic consequences of break-up would be
quite as dramatic as the Dol suggest. It should be possible to use
1980 in preparing for a more gradual run-down, with maximum disposal
to overseas buyers. It may be worth discussion, at E, on how this
might be put in hand.

Edwardes told us, in confidence, that he might be prepared to act as
an industrial adviser, looking for partners/buyers, after he has left
BL. He mentioned that he had already had some tentative discussions
with BMW about the possibility of BL producing a (new?) BMW model at
Solihull. He said that BL management were thinking much more
realistically about such options now, which they would never have done
two years ago. He also said that the Honda deal could lead the way

to a take-over of Cowley, by Honda, if there was increasing pressure




on them to start manufacture in Europe. My own view is that Edwardes
has come to the conclusion that BL canpot be saved. Provided he
personally is not expected to take orders from a foreign boss (which
is now unlikely since he has less than a year to run) he is readier
than he was to help us find a buyer or buyersif

On the face of it, Keith's suggestion that the Government should
approve the BL Corporate Plan before the pay and conditions negotia-
tions are complete, looks w . Certainly, we should not respond too
fast or it looks as il we are a scoft touch. However, in view of
Edwardes' uncompromising position as regards the unions,and provided

we can refer openly to his letter to Murphy (he is thinking about this)
or make other statements about BL Board's readiness to recommend
putting the company into liquidation if things go wrong, it may make
sense to give the Plan public backing quite soon. The point is that,
if we do decide to back the Plan, we should do so in a way which gives
maximum confidence to everyone concerned, and demonstrates our trust
and high regard for Edwardes and his team. All this gives them a

flying start and, as Keith argues, creates the best possible background
for our refusing to bail them out again next time.

I find it hard to accept Edwardes' argument, however, that they must
have the backing so that they can sign the Honda deal on 20 December.
That could perfectly well go ahead without our backing, since Honda

is protected by a £5% million penalty clause. We think it is reasonable
to back the Plan before the pay and conditions negotiations are complete
(on the basis that we have absolute confidence that Edwardes would

call it off if he was not satisfied with the outcome of those
negotiations). But to approve the Plan in a rush to meet the Honda
deadline might look pretty feeble.

From talking to Edwardes, it is clear that there will be some
concessions by BL during the pay and conditions negotiations. However,
he assures us that they will only concede expendable bits and pieces,
put into the package for negotiating purposes. (BL had assured Dol
that the package was 100% take-it-or-leave-it.) If the negotiations,
which have barely started, bogged down, he might go out teo ballot again.
From our point of view, if we agree that we should give BL one more
year, preparing the ground for break up thereafter, we would prefer
there to be no further ballot. We can handle the whole thing better
(Section 5 below) if Edwardes is able to refer back to the overwhelming
result of the earlier ballot. A faltering majority in a new ballot
would make our game plan harder to follow. It would not be enough to
let us pull the plug; but at the same time, Edwardes' authority would
be weakened.

Using BL as a Stepping Stone

It would be difficult to abandon BL now without losing the public's
support for Edwardes and his stand against the unions. We would be
Simultaneously abandoning firm management and moderate union members.
The question, therefore, is whether the expenditure can buy us a step
forward on the union issue, rather than simply prevent us taking a
step back.




5. .ﬂie believe it can do this, provided we establish clearly and
comprehensively why we are backing BL. Our line should be as follows:

- The workers have given the BL Plan a chance, and so must we.
We are backing moderate union members as well as management.

We must display the Government's total commitment to supporting
moderates and developing a new and healthy trade union role.

We are outside the BL situation, we take no credit for what is

happening there. All credit is due to Edwardes on one side and
shop floor workers on the other.

This gives us a golden opportunity to show the positive side of the
Government's policy. So far, it is the "hard financial men'" who have
been most visible, for good reason. We must shine the spotlight on
management and work force pulling together, with positive encouragement
from Government. This is a foretaste of where we are trying to get to
over the next 10 years.

At the same time, since we know that BL is likely to fail in the long
run, we must set the stage for that as well. We must set the record
straight, reminding the public of the size of the job facing BL
management and workers - itself largely the result of years of appalling
labour relations, in which union militants have all but destroyed the
company. We have to establish in people's minds that, if and when the
company folds, the damage they have done was so great that even the
efforts of Edwardes and the union moderates was not enough to put it
right. We must alsc make it crystal clear that BL as a whole will not
be bailed out again, so that the Communists cannot argue, a year from
now, that we "conned the work force, let them down ete'.

fFﬁ
G

JOHN HOSKYNS
7 December 19279
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British Levland

1. On Monday, E Committee will be discussing Sir Keith Joseph's
important paper on the future of British Leyland, I attach a CPRS
brief on this which the Prime Minister might find useful for her

wveokend box.

2 I am sending a copy of this minute and the attachment to

-

Sir Robert Armstrong, and to Mr John Hoskyns who has been a member of

the interdepartmental working group.

K&

7 December 1979
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BRITISH LEYLAND: THE STRATEGIC DECISIONS

1. The Prime Minister will have received Sir Keith Joseph's memorandum
and recommendations on British Leyland (E(79)74). The CPRS has worked on
the problems of the United Kingdom motor industry for a number of years
and has taken an active part in the most recent interdepartmental studies
on British Leyland (BL). The Prime Minister may like to have our views

on the BL problem. In summary, these are:

(i) Whatever views Ministers might have about the long=term

future of BL, the wisest course at this moment is for the Government

to be seen to be giving full support te Sir Michael Edwardes and to

be going along with the key aspects of his Plan, particularly on

new model development, collaborative ventures, and plant rationalisation.

(ii) Nevertheless, it is our view that BL is already well into a

_

vicious circle of decline and will not become viable as an independent

—

volume car producer. Any solution to relieve Governments from large

and open-ended financial commitments will have to be far more radieal
e ———

than the proposals in the Edwardes' Plan.

(iii) Longer term, BL will either have to be broken up and sold

piecemeal, or sold complete as a package if a buyer can be found.

Sale complete is much the better alternative but as time goes on

the number of possible purchasers will diminish.

(iv) Ministers might put it to Sir Michael Edwardes that, while they

back his Plan, would he in the coming yvear increase his talks with

other major companies (General Motors, Ford, and the Japanese)

partly on 'collaboration' but also to see if there is a possible buyer.

The immediate decision: to accept or to reject the Edwardes' Plan

2. If the BL negotiations over pay and productivity reach a satisfactory
outcome, the Government will probably find itself with no practicable option
but to go nlong with the Edwardes' Plan for the time being {excupt on details

of funding, where we believe there may be some room for manoeuvre, though

1
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less than originally supposed because of BL's rapidly deteriorating
financial state). The main reasons for giving immediate support to the

Plan are:

(i) To__take advantage of the Plan itself, The first vear of the

Edwardes' Plan is, we suspect, very similar to the first year of a
plan designed specifically to bring about either a controlled

rundown or a controlled disposal of the company. Acceptance,

therefore, gives Ministers maximum flexibility.

(ii) To retain control of events. Rejection of the Plan will most

probably lead to an uncontrollable decline in the company's

—_——

operations, even if the Board could be persuaded not teo resign.

Acceptance would leave the Government and the Board in contral of

events,

(iii) To contain the erosion of confidence. What little confidence

remained in BL has been badly shaken by its poor performance in
recent months. Even a non-committal reply by the Government

would accelerate the worrying rate of defections by middle manage-
ment, by skilled workers, by dealers, and by customers, both private

and fleet,

(iv) To take advantage of the new spirit of co—operation in the
Company,

For the first time the Board may have a grip on the workforce and

the management. Also the Board are now able to take actions (for
example over Hobinson) that they could not have contemplated before
the change of Governmenit. The BL workforce has demonstrated their
goodwill over their acceptance of the rationalisation plans and may
do so again over the negotiations on pay and conditions. The
future existence of the two largest BL plants [Lunghridgu and
Cowley) depends critically on this spirit of co-operation being
maintained, whether under the Edwardes' Plan or any radical

alternative.

2
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(v) To minimise costs. We are in little doubt that an

uncontrolled rundown would be the most expensive outcome,
and the bulk of the extra costs would fall in 1980/81. By
comparison, the financial risks in geing along with the

Edwardes' Plan for the time being are quite small.

& Early approval of the Plan is we believe the least expensive

way for the Government to proceed. Ministers may wish to discuss,

however, whether formal approval should be withheld until the

negotiations over pay and conditions are concluded, In this, the issue

of maintaining confidence in the company will be an important consideration.

Prolonged uncertainty over the Government's intentions would be damaging.

The second decision: to leave the initiatives with BL or not

L. Ministers may wish then to discuss whether, if they accept the
Plan, they should leave all the initiatives with Sir Michael Edwardes

and the BL Board. Ministers could choose between:

:: {i] Accepting the plan without conditions [npari perhaps from

|
modifications to the financing package). This would leave BL
with the single-minded objective of making the Plan work. The
Government would then be in a position of waiting for BL either
Bl e T

5vﬁJL hﬂ;i;’J? (an) to deliver their next Corporate Plan in a year's time, or

(b) to approach the Govermment during the year to say that all

is not well.

(ii) Accepting the plan with a condition that the BL Board take

serious initiatives to assess radical alternatives to the Plan
that would invelve sale of the company either as a whole or in

parts,

. 1 The short=term prospects for BL, The CPRS sees a high risk of BL

foundering in the next year or so, if BL are restricted to the sums of

money requested under Plan. In the short-term, all the financial risks

are down-side and BL's position is deteriorating month by month. The

"5
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company is in a vicious circle of decline and many of the assumptions

underlying the Plan for the next year already look decidely optimistic:

(i) Market share. The Plan assumes that the Company's slide in

UK car market share can be halted at around the 20 per cent level:

Actual First Plan forecasts
1974 1975 1970 1977 1978 Half 1979 1980
1979

\\_
\ T 2% 2 2% 20de 2045 2049

There is no basis for the assumed stable market share of

204 per cent. In recent months it has continued to fall and in
November was moving towards 16 Pﬁr cent. Next year, BL's model range
becomes a year older and competitors will continue to introduce new

models., There is no "natural™ floor to BL's market share.
— e —

{ii) Dealer defections, BL are finding it inereasingly difficult

to cope with dealer unrest, particularly among the large dealer
groups, as throughput/dealer falls below economic levels. Dealer

defection is particularly serious in Europe. Loss of dealers leads

Tﬁevithhly to loss of sales, particularly as some customers are more
loyal to their dealer/service agent than thev are to the marque of

car they own.

(iii) Customer defection. In recent year, BL have been more succesaful

in holding on te fleet customers than to private customers. However,

now that the larger importers are well-established with nationwide service

networks, BL are beginning to lose many of their fleet customers as well.

(iv) New models. BL desperately require new models, particularly in
the vital mid-car market. The only mid-car action in 1980 will be a
face-lift to the Marina. BL's competitiveness will continue to fall
and this will limit BL's ability to raise prices in line with its

main competitors.

{(v) BL's financial position. BL will enter 1980 in a far worse

financial state than was envisaged when the Edwardes' Plan was put

together, Losses at the 1979 year-end will be perhaps £60 miIT?ﬁn

—
L e
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higher than forecast. BL are now hidding for an additional
£100 million of Government funds before mext April i.e. in

| —— T T

the present 1979/80 financial year. The prospects of declining
market share coupled with the need to price competitively gives
little comfort for next year where even if the Plan's target

counld have been met there would be a cash eutflow of over
A —

EE?ﬂ_miJ]inn. BL have now pointed out that, because of the
worsening outlook, their own contingency provision of £138 million
that was built inte the Plan for the whole year could be fully

used up in the early part of 1980,

The odds seem to be that the Plan's financial targets for 1980/81 will
be missed by a wide margin. If this were to happen, the BL Board have
implied that they would abandon the Plan and would make propesals to the

Government on handling the resulting situation with the minimum of damage.

6. The long-term prospects for the company. If the Edwardes' Plan were

a 100 per cent success, could BL survive in the long-term without being a

permanent burden on the Govermment? In our view BL would be nowhere near

—

’?1 large enough, particularly in the volume car business, to compete at
L ——

sustained levels of profitability. There would no doubt be profitable
yvears in which there could be no eall on Gevernment funds. But we do not

see how a volume car producer of that size could generate year in year out

the cash to develop new models to keep it abreast of its major competitors

all several times ita size.

7. Collaborative deals of the Honda type, however necessary in the
short-term, are not the long-term answer. The Honda deal, if it goes
through, would give BL a new model earlier and should help to stop the
dealer network from collapsing. But it will not provide BL with the profits

to develop new models of their own.

8. Selling off the easily disposable hits of BL is equally not the answer.
BL would then be left with the core of their problem unsolwved = the volume

plants at Longbridge and Cowley.
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g. BL will remain a drain on public funds as long as it remains

independent. We question the wisdom of putting much more Government
A Pe—,

money into BL (either directly or indirectly by assuring its private-
sector borrowings) without making every effort to dispose of the
company, preferably in toto, to one or more of the large motor
manufacturers. Only under the umbrella of a healthy international

motor manufacturer could the deeline in BL be arrested.

10. If Ministers share our view, when should the effort be made to
dispose of the company, by whom, and to whom? It is here that the
attitude of the Board is erucial. The CPRS understands that

Sir Michael Edwardes would accept the logic of much of the above and
be willing to undertake further discrete talks (under cover of

discussions on collaboration) to try to find a buyer.

11. Ministers would need to consider if there would be any buyers they
would not accept. (The French will not be happy with a Japanese buver

as they have dnmﬂnstratpdf;;z} the modest Honda deal.) -4
5 o=
—— Ih__‘_._'_'_'_,_...-._‘_\'_'_'_._._,_..._,\‘_-‘_'__'_,__\L_'_. ———

Conclusions

12. The CPHS concludes that BL's contribution to the United Kingdom
economy will continue to decline year by wyear if it remains independent of
the international motor manufacturers. Ministers may decide that they

will go along with the BL Board and their Flan for the time being., However,
we believe that at some stage Ministers will wish to pursue radical

alternatives to the Plan, These alternatives could inelude —

(i) Total sale. Using the relatively attractive parts of BL
(Jaguar, Rover, Land Hover, Triumph, Trucks and Buses) as a

sweelener to persuade a large motor manufacturer to take over the
whole of BL and to preserve output in the volume car assembly plants
at Longbridge and Cowley. Perhaps only Ford and General Motors would

entertain such a proposition.
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(ii) Total disposal in parts. There should be no lack of

purchasers interested in the Specialist Cars Division and in
the Trucks and Buses Division. The front runners for
Specialist Cars might be Ford, Volkswagen, General Motors, and

Daimler-Benz; for Trucks and Buses, International Harvester

and Iveco (Fiat) might be the front runmers. The difficulty lies

in disposing of the Volume Cars Division, and in particular of

the plants at Longhridge and Cowley. One possibility that should
be examined is te attract Japanese manufacturers to take over

these plants by persuading them of the need to begin local assembly

operations in Europe, and to inerease the local content of the cars

they sell here.
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10 DOWNING STREET

27 November 1979

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State for Industry
Ashdown House

123 Victoria Street

London SW1E GRB

1. MR [
D?R/ % -’/Cc«-r"\f Bor TV mdmfu‘ Mo !

L [
BRITISH LEYLAM

This note contains one or two thoughts we have had abou. the
disruption following Robinson's dismissal.

It is too early to tell whether Edwarw.:s will win.

Edwardes may have misjudged the situation, attaching too much
significance to the ballot result. The unions may succeed in
branding as "irresponsible", a management which dismisses a
shop steward whose behaviour is itself, to most people,
irresponsible., Edwardes mav have less chance . f winning the
pay and conditions ne otiations, or face greater latent
animosity after doing so.

If the unions

3. [make the strike official, and the strike hdlds Edwardes co: 1d
soon find himself in an impossible position in which he is seen to
be ready to bring the whole of British Leyland down on what
will start to look like a personal vendetta, If the uniuns
recognise that and dig in, the pressure on Edwsrdes to reinstate
Robinson could be almost insuperable, For Edw:rdes ‘o resign at
that stage and Government to close BL might give flee*ing
satisfaction to those losing patience with BL, but it would be
an unsatisfactory outcome for us. But for Edwardes to take
Robinson back would be a huge blow to his management authority,
It thus appears that Edwardes may - though it is still ear 'y days -
have painted himself into a corner,

f‘io
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If the situation begins to look like deadlock, we might suggest
to Edwardes that he offers to take Robinson back provided the

unions give undertakingsto enforce discipline on uncanstitutional
strikes,

Such a way out of deadlock has several advanﬁages. It gets
Edwardes off the hook and puts the onus for the next move on
the unions. Management is seen to break the 'deadlock with

a magnanimous and adult gesture. It gives Edwardes the chance
to educate both workforce and publiec about the damage Robinson
and the other militant shop stewards have done over the y=ars,
It sets the stage for the final ballot on the whole package and
in particular the acceptance of discipline on unconstitutional
stoppages, with AUEW and BL management together preparing the
ballot form, perhaps.

We are then back to a position of "indifference", If the unions
cannot undertake to deliver, then the present disruptions are
only a foretaste of the familiar pattern repeating itself .n

the future. If they can do so, BL may have a chance, and the
public will see a major union shouldering its :1esponsibilities
at last.

In our view, it would have been better if Edwardes had bar~ained for
an undertaking by the unions to end the damage the militant sho ) stewards
can do (as per 5,1.3(b) in my original note of 18 “eptember instead
of launching his attack Eﬂ Egy1ﬁem as he has icne with the Longbridge

Four. However, he may ol cour.e hav: woried it .11 out and be all set
to get an ﬂutcume which suits nim, even if it doesn't suit us.

I am copying th15 letter to the Prime Minister and the Chancellor
of the Exchequer,.

o i

Ffaoun HOSKYNS
(Dictated but signed in his absence)
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10 DOWNING STREET

22 November 1979

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State for Industry
Ashdown House

123 Victoria Street

London SWI1

e

Thank you for your letter of 21 November. Here are some further
thoughts,

BRITISH LEYLAND

Even if there is a chance of long-term viability for BL,
failure by the unions to deliver their half of the package
would destroy that chance,.

Unconstitutional stoppages must be the most likely way that
militant shop stewards would seek to szhotage the package.

There is an important issue of principle at stake here, which

goes far beyond BL: the consistent failure of unions to discipline
their own members, while refusing to allow management to do so.

BL could be a stepping-stone on the way to responsible union
practice,

At first sight, it may appear difficult for Edwardes to "go

back for more" this way. However, there may in fact be quite

an easy way open to him, provided he thinks about it early

enough in his own negotiations with the unions, What he migat

do is to ballot the whole work force, once again, as he has
already suggested that he might, The purpose of this ballot,
(which will only be made if the outcome of the negotiations is
successful) is to present as starkly as possible to the work force
the toughest and most important items in BL's management package,
and to ask each member whether or not he accepts it.
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In particular, the ballot form would ask each man whether he
understood that he was "deemed" to have signed acceptance of
the management package as part of his contract of employment;
whether he accepted the redeployment rules and the unions'/
management's sanction of suspension/dismissal if he took part
in unconstitutional strikes; whether he accepted the new rules
about time and motion men, etec, The form would explain to him
that the unions had undertaken to exercise discipline in the
event of unconstitutional strikes, The ballot form could be
reprinted as an advertisement in the nationall press,

|
Edwardes explicit position would be: "I don't want anyone -
especially the shop stewards - saying that management has
disguised its intentions or that the work force had not really
understood the position. We all - management & work force -
want to be 110% certain about what we are doing. If we're not,
then the sooner we pack it in, the better." He has everything
to gain and nothing to lose by deliberate over-kill., The post-
Robinson stoppages give him the perfect pretext.

It may be that we should start by posing the problem of
unconstitutional stoppages to Edwardes, rather than suggesting
the solution. Then we can ask him to think about how to get
workable undertakings (steering him towards the ballot idea,

if he doesn't come up with someching better)., If we have already
successfully convinced Edwardes that this Government wou.d not
shrink from closing BL, he should not take much persuading,

If we decide that this approach makes sense, the sooner we talk
to Edwardes about it the better. He has to have time to think
out how he wants to play it in his negotiations with the unions,

Edwardes may refuse. If he convinces us *“hat this whole idea

is half-baked (which it may be - we would nresumably need
speclialist advice from the Department of Employment before we
proposed it to him) then we would have to think again. If he
refused simply out of impatience or pessimism about the outcome,
we should have to make it clear that we were not prepared to
back BL without such undertakings and that we would have to give
a full public account of our reasons: our concern over BL's
appalling unconstitutional strike record in the past; the
existence of left wing shop stewards who would certainlv
sabotage the BL plan if they had the power to do 50; our
carefully thought out proposals for strengthening BL management's
hand; and Edwardes' refusal to play ball, It would be clear to
Edwardes that his reputation would be affected by all this.

I agree that the BL Management package is tough. The guestion
is whether it is tough enough to outflank those who will be working
to sabotage it. If BL is fighting for its life, we can no more afford
to be gentlemanly with Edwardes than he can afford to be gentlemanly
with Robinson, If we press for more, we will probably get it. If we
don't, what are the prospects of real change at BL?




PEASWAL & conFIDENDTAL

Iyl b

I certainly agree that the firm action by BL management over
the "Longbridge four" is encouraging. On the other hand, the subsequent
stoppages:

= over the dismissal of a militant Communist shop steward

with the company's survival in the balance
only a month before Christmas

So soon after the seecret ballot

¥

shows how little the underlying realities have changed.

If Edwardes' gamble over Robinson succeeds, (i.e. the strike
peters out) then he has already taken a bold step forward in grappling
with shop steward (and thus the unconstitutional stoppage) problem.
The ballot we propose, far from being "provocative", would then be
conciliatory, as well as being a peace treaty for future co-operation.

If the gamble fails (and the strike solidifies) then it only
reinforces the case for the fimmest cobtainabile union undertakings before
we commit any more money to BL,

I am sending copies of this letter to the Prime Minister and
the Chancellor of the Exchequer,

JOHN HOSKYNS
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BL Limited
35-38 Portman Square, -D—

London W1H OHQ.
Telephone: 01-486 6000. Telex: 263654, R}
Cables: Leymotors London W1, Telex.
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22 November 1979

The General Secretary,

Amalgamated Union of Engineering Workers,
110 Peckham Road,

LONDON SE15 5EL.

Dear Sir,

I am writing this letter to advise you of the circumstances
in which a member of the AUEW, Mr Derek Robinson, who
worked at our Longbridge plant has been dismissed by the
Company . Mr Robinson was the convener of stewards at the
plant and he was also the Chairman of the soc-called
"Leyland Combine Trade Union Committee." It was because
of his activities in the latter capacity that he was
dismissed,

The background, much of which will be known to you already,
is as follows.

BL is fighting for its very survival. A recovery plan has
been developed which, while it will not guarantee success,
provides the only practical and reasonable chance we have
of pulling through. The plan has been prepared with the
two objectives of accelerating the new model programme (not
& controversial issue) and adjusting the size and fixed
costs of the business to the commercial realities that lie
ahead.

The second objective, involving as it will a substantial
reduction in facilities and manpower, was clearly much more
controversial, BL therefore decided that before the
additional funds that were necessary to finance the
recovery plan were requested of NEB and Government, the
plan should be exposed and fully discussed with trade unions
and employee representatives,

Those discussions commenced at the formal level on

10 September and culminated at a meeting held on 17 October
at which the Executive Council of the CSEU advised us that
they endorsed the plan and that in respect of a secret
ballot of employees which the Company proposed to hold, they
would recommend a vote in favour of the plan.

To our/
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To our knowledge only two unions, TGWU and AUEW(TASS),
dissented from the CSEU decision. We understand that
the Executive Council of Mr Robinson's Union, the AUEW,
endorsed the plan as the only practical course
available to BL.

Between 10 September and 17 October there was active
campaigning both in support of and in opposition to

the plan. Open debate was encouraged. We therefore
knew that at a meeting held in Birmingham on 13 October,
over 99% of some 250 senior shop stewards in attendance
voted against the plan.

After 17 October, there was a completely different
situation. A plan, now approved by the BL Board and
senior management and overwhelmingly accepted by
employees in secret ballot, had gone forward to the NEB
with a request for the additional funds to support it.

By this time no BL employee could have been under any
illusion about the seriousness of the situation. Now
was the time when past differences over the plan should
have been buried and a fresh and united effort made to
ensure the future success of the Company. Now was the
time when the Leyland Combine Trade Union Committee,
knowing the result of a democratic secret ballot, should
have ended their long opposition to management policies
and thrown their weight behind the plan.

The Combine Committee thought otherwise and chose this
moment to publish a document called "The Edwardes Plan
and Your Job." In this booklet the Committee called
uvpon employees to take disruptive action of a kind which
would not only prevent the implementation of the plan
but also, because of the very nature of that action,
would further undermine public confidence in our future
with all that that implies for our market share.

BL decided that it could not allow this situation to go
unchallenged. After careful thought it was decided
that disciplinary action must be taken against the four
employees whose names appear in the booklet as endorsing
it and therefore calling for the actions it contains.

Three employees were formally warned that any repetition

of this type of action would result in their dismissal.

The fourth, Mr Robinson, who had been warned explicitly

in March 1979 over similar acts of misconduct, was dismissed.
The background events to that affair were referred to in

an editorial in the AUEW Journal in March,

The allegation of "victimisation" which almost invariably
follows disciplinary action against a shop steward is now
being made. This is rubbish. Mr Robinson was not
disciplined in his capacity as the Longbridge convener
but as the Chairman of the Leyland Combine Trade Union
Committee, This is apparently a self-appointed body.
It is certainly not an official body as it has never been
recognised by the Unions. In the past we have been
advised by the Unions not to consider recognising it
ourselves. There are, however, some 5000 shop stewards
in BL who have been constitutionally appointed by trade
union members. They are recognised by BL and accorded
the facilities that are necessary for them to fulfil
their functions. Constitutional and responsible trade
unionism has nothing to fear in BL.

Questions are also being asked as to why Mr Robinson was
dismissed when the three other employees were only given
a formal warning, We understand that Mr Robinson is
himself saying that he did not receive a warning earlier
this year,

The fact is that Mr Robinson was warned by the Operations
Director and Personnel Manager of Longbridge on

12 March 1979 as to his past and future conduct. This
followed the unofficial strike at Longbridge when

Mr Robinson deliberately used lies and factual distortims
to mislead the workforce into strike action, with a
consequent disastrous effect on market share and the
Company's performance. Mr Robinson was left in no doubt
at that meeting as to what the consequence of any
repetition would be.

Another question which is being asked is why we did not

consult the trade unions before we took the action we did.

Your Union has certainly been made aware of our concern
but the reason why we did not consult the unions on this
matter (indeed we consulted.nobody - trade unions, NEB or
Government) was that to have done so and then dismissed
Mr Robinson would have been a source of embarrassment to
the unions when the news of that consultation, as it
inevitably would, became public.

As to the future, those of BL's employees who are now on
strike must make up their minds - and quickly - where
they stand. They return to work (leaving the AUEW, if
it so desires, to pursue the case of Mr Robinson through
normal procedural channels): alternatively, they put at
risk the Company and their own future in it.

Yo sincerely,
\(’3 )
»1 s
v . AT
..-—--""'"-_—_
Pat Lowry
Director, Personnel and External Affairs.

JPL/VO

PS: Because of the widespread interest in this matter we

are sending a copy of this letter to other trade unims

and releasing it publicly,




Lithographed by The Nuffeid Preay Limited, Cowley, Dufovd, England.
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BRITISH LEYLAKND: HANDLING

The Prime Minister has considered
8ir lobert Armstrong's note of Z1 Novenber,

and has decided that the Bl funding issue

SNoUlcC be TRACH WY L LOMEDIATLeEe.

EH November 1979
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British Leyland: Handling L’llh

PRIME MINISTER

As you know, decisions will shortly be needed on the funding of BL, on
the basis of their 1930 Ccrporate Plan. Although the plan has not bcen

delivered Icrma].ly to the Government, officials in the Departments mainly

concerned are already considering the options, using draft versions of the plan

supplied in confidence by BL,
A Present indications are that the issues could be ready for Ministers to
consider in the week beglnmng 3rd DEcember. This assumes that BL have

made adequate progress in their wagn: negotiations; it also assumes that the

resignation of the members of the National Enterprise Board does not delay

matters, These are formidable assumptions, Newvertheless, it is not too scon

to consider how Ministerial consideration of the issues should be handled.

o Your office have advised that you could well wish to take the chair of the
Ministerial discussion yourself. On this basis the effective choice is between
using E or setting up a separate MISC Group on the lines of that for Rolls-Royce.
If ym:;l:fer the latter, then the members might be the Chancellor of the
Exchequer and the Secretaries of State for Industry, Trade, Employment and
Scotland, all of whom have a Departmental interest, as well as Sir Kenneth Berrill.
If you prefer to stand back from the issues at this stage, the best course might be

to constitute the same Ministers into a MISC Group under the chairmanship of

the Chancellor of the Exchequer.

(Robert Armstrong)

2lst November, 1979




CONFIDENTIAL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEFHONE DIRECT LINE 01-212 %3

SWITCHROARD 01-112 7676
Secratary of State for tndustry

2\  November 1979

John Hoskyns Esg
10 Downing Street
London SW1

de.

ERITISH' LEYLAND

\

Thank you for your letter of 1 ovember.

I understand that the assessment of the BL Corporate Plan is
by no means complete, and the document which was circulated

to Richard Bullock's Official Group last week was only a first
draft, on which a good deal of work needs to be done. Until
this is complete, I think it is premature to form a judgement
of BL's chances of viability.

As you know I am attracted by the idea that as much as possible
should be extracted from the workforce in the way of commitment
to observe procedure and work properly; it seems to me that

the management have already gone a long way in this direction

in the pay and conditions package which they are negotiating in
BL cars, and following my meeting with the whole Board last week,
I do not think you should tooc readily assume that the management
will make any significant concessions. The recent action over
the four shop stewards at Longbridge reinforces me in this view.

However we will certainly consider the suggestions in Para 7

of your letter and discuss with the company whether it would be
feasible to superimpose these additional requirements on the
extremely tough package which they have already tabled.

1 am sending copies of this letter to the Prime Minister -and the
Chancellor of the Exchequer.

(o 'Kw/zf o

/-
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MG ABINGDON '

BL propose to close the Abingdon MG assesbly lines and cease production
of the two MG models, the MGB and the Midget.

BL say that ! production is mprofitable. Over 70% of production is

eold in North America where the strength of sterling against the dollar
has meant reduced return on sales. Despite a 21% US price increase this
year BL are losing around £900 per vehicle at present, representing an
ectimated loss this year of £20 million. Unit costs have risen ms iteass,
such as the 'B' peries engine, which were used for other cars have become

unique to MGH.

The company's intention is to concentrate its sports car ecifforts on the
Triumph TR range into which nearly all of the investment in sports cars

has been put recently. The TR range; mhich- directly competes with the

MGB, is oore modern, has better performance, its manufacture is mors efficient
and there are a number of derivatives available. BL need to conmtinue
concentration of engineering effort on this range. To maintain the M3 in
North Azerica wuch beyond 1980 would require major diversion of engineering
effort to meet US legislation,

EL iutend to retain the MG badge and apply it to later cars, (but there is
no truth in press reports that it will be applied to the new Bl/Honda saloon)
the Abingdon plant will be turned over, with for fewer employees, to
export packing of Austion-Morris kits or, according to an alternmative

version, unpacking of Honda kits. Abingdon will be an outpost of the
Cowley complex. —=

The only significant development from the EIL side, since their original

announcesent ip their decision to artend production of the MGE until late 1580
and create a stockpile of cars to serve the American parket into 1581.
[EUE;FI'DEI"TIAL: EL kave plans laid for a new car to replace the MGB in the
North American markets in 1931/ The extension does not cover Midget which
will run out at the end of 1979. Eo far as we are aware that model will

not be replaced.

Since the announcement of the decision to cease MGB and Midget production
there has been wmuch protest and a nusmber of propoeals for rescue and
continuation of the mod=ls and of Abingdon ms an assenbly plant, Most of
thes to mot appear to have recognised that Abingdon is only & fipal assenbly
plant and that manufacture of the parts, estimated at about 85 of the work
content, is carried cut at ingi ivir i

The only approach of substance is that made by a connortium, headed by

Aston Martin Lagonda, which were reported to kave offered £244 for the MG
marque, the Abingdon plant, and the M3B (but not the Midget}. A meeting vas
beld cn 12 Kovesber between EL and Aston Martin Lagonda. ' No offer was made




ok e Ab e
P R R B

- 20 BLmt ihe-meeting. BL said that it was open minded mbout Tonsidering

" any commercinlly viable proposition although use of Abingdon and -retention
©f the ¥G marque were part of BL's plans. EL agreed to supply certain
confidentinl 3nformation to Aston Martin Lagonda to enable it-to decide

whether or not it wighed to make a proposal to BL.
/ CONFIDENTIAL
MG EALES IN NORTH AMERICA

In the first 9 months of 1979 BL sales of eporté cars in North America
were: :

MGB :fﬁ?fi?
MG Midget 8328
Triumph Spitfire 8150

Comparable figures for the Triumph TR series are not available as the
model was relaunched in North America only in June. BL say however that
cales of the TR are rising rapidl

Y Division

November 1979
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| !r !
"j),jﬁ 3 ASHDOWN HOUSE
: ﬁzeﬁ;:}) 123 VICTORIA STREET
& LONDON SWIE 6RB

TELEPHONE DIRECT LINE o1-212 5507

SWITCHBOARD 01-112 7674
PS.?’ Secratany of Srare for Industny

#

Ir/'n

(5 ,",r"_'| 20 November 1979

Mike Pattison Esq
Private Secretary to the Prime Minister
10 Downing Street

&

- -
D@M Mk"q‘: AAAF )

‘.
Thank you for your letter of 7 November asking

for a draft reply to a letter from the MG
Owners' Club.

saa I attach a draft reply and background note.

1/.:; wAS

Pets,

FETER STREDDER
Private Secretary




T REPLY FOR THE PS/PRIME MINISTER TO SEND TO

DR
Roche Bentley Esq
'l'.

acretary

MG Genwxu Club
1% Church End

idgeshire CB4 SNG

about the future

I understand that BL have expressed willingness o counsider
any commercially viable proposals for the future of MG and,
indead, exploratory dis :ionas have already been held with
one of the parties you mention - Aston Martin Lagonda - though

their offer has yet to

The Government believe that commercial discussions of this
nature are best left to the parties concermed. BL will certainly
be expected to act commercially in its decision on the future of

MG.










10 DOWNING STREET

15 November

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State for Industry
Ashdown House

123 Victoria Street

LONDON SW1

e

BRITISH LEYLAND

Since you and I spoke on Monday evening, we have studied the EL manage-
ment package and also the review of BL's Corporate Plan, prepared by
your Department. Andrew Duguid and I will be attending the meeting of
Richard Bullock's Official Group on BL to discuss the Plan tomorrow
morning. This note summarises our current thinking.

1. Your Department's assessment of the BL Corporate Plan confirms our
view that the chances of BL achieving viability following a final tranche
of finance must be so small as to be virtually non-existent. We start
from the assumption, therefore, that the choice, for practical purposes,
is between ending it now and ending it later. (There may be a chance,

in the future, of merging all or part of BL with a foreign car
manufacturer. )

2. Although I have great respect for Edwardes, I think we have to take
what he says with a large pinch of salt in the present negotiations,

- It is absurd for him to suggest that we should treat pay and
conditions package as quite separate from our general appraisal
of BL. I am sure you were right to make it clear that the
outcomes of those negotiations would be an important factor in
our appraisal.

It seems that there will be pressure for early commitment on
the grounds that the Honda deal will go down the drain if we
don't hit an early or mid-December deadline. It's possible,
but unlikely.

Although Armstrong, BL Cars' Employee Helations Director, has
been told to go for broke in the negotiations, we must assume
that Edwardes will be ready when the crunch comes to make some
concessions. It is again quite unrealistic of him to think
that we ought to accept whatever he judges is a favourable
outcome to those negotiations.

CONFIDENTIAL
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Edwardes assures us that his Board is no pushover, that there O+t
hard men who took a lot of persuading before they agreed to ask
NEB for more funds. But supposing the hard men were right and
Edwardes was wrong?!

Finally, Edwardes warns that if Government insists on further
concessions from the unions, rather than negotiating through BL,
the unions will be united against "politieal intervention" and
the whole thing will go sour. We should not accept that too
readily. With skilful handling, such demands by Government
Could be seen as eminently reasonable (another £ibn. of
taxpayers' money after everything that has happened since BL
went into public ownership). And if there was such a .
politically orchestrated response, that might not necessarily
be an unmitigated disaster, given that we are virtually certain
to face all the closure costs, political and economic, within

a very few years, and maybe within 12 months, if we decide not
to face them now.

1 I cannot believe that closing BL later will somehow turn out to be
cheaper or politically more convenient than doing so now. Subject to
any new data or official advice, and subject also to solving the problem
in paragraph 4 below, I would advise no further finance.

q. The main difficulty about closing BL now is a psychological one

and related really to Edwardes' own personality and image. I assume
(though I have no opinion research data) that he is better known to the
public than many Cabinet Ministers and very highly regacded. In a sense
he symbolises the possible renaissance of British management - straight,
tough, determined, competent etc. The BL ballot was seen as the workers
putting their faith in good managers instead of politically motivated
union activists. To reward Edwardes' efforts and his work force
backing with closure would seem to be a deliberate blow against every-
thing the Government is trying to encourage. The shop stewards would
say: "There you are - you voted yes at the ballot and walked straight
into the trap. So much for moderation."

5. Our negotiating position is therefore still not comfortable. We
can be virtually certain that BL won't fly: vet it would be politiecally
and psychologically extremely difficult to close it now in a way which
reinforced moderation against militancy and thus made any sense to the
public. We're still, therefore, in a "no-win'" position.

6. We have considered whether it is possible, therefore, as sugpested
in Geoffrey llowe's letter of 5 November (and my original note to you of
18 September) to demand further concessions which:

(i) if granted and honoured, would significantly improve BL's
pProspects;

(ii) if refused, would put the onus for breakdown more firmly on
the union negotiators;

(1ii) if granted, and not then honoured, would set the stape for
later closure, with the onus again on the unions.

In other words, can we achieve a "position of indifference'?

CONFIRENTIAL
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’. The Chancellor's letter asks about guarantees from management,
unions, work force and suppliers etc. I don't think it would be
practicable to get guarantees in the strict sense of the word (since a
premium would have to be paid for them in some way or another). And
there must also be some merit in Edwardes' argument that for Government
to demand additional concessions when the main pay negotiations are over,
would weaken BL management's position in its efforts to assert its right
to manage. There is, however, one area in which BL management could
reasonably demand something of substance. They could ask for explicit
undertakings by the trade unions to take firm action on unconstitutional
strikes. For example:

(1) redeployment of manpower must be allowed;

(ii) management may send home/dismiss those who refuse to be
redeployed (with full union backing); and/or

(iii) the union will suspend/dismiss those who refuse to be
redeployed.

There are many advantages in trying to work something out in this

First, Edwardes himself has always said that the unconstitutional
strike is what has made BL management's task almost impossible.
The point was made explicitly in the Edwardes/Beckett letter to
Varley and at our Fentiman day.

Second, these proposals exist implicitly in the package now being
negotiated which commits the unions to "full co-operation in the
movement of labour to ensure the efficient continuity of production”
- without actually referring to the delivery of such co-operation
during strikes. 8Since redeployment would be part of the contract of
employment, refusal to be redeployed would constitute a breach of
contract. 8o it is simply a matter of making explicit the sanctions
open to unions and management where the contract was breached, and
the undertaking to use those sanctions.

Third, this is an issue which can be easily understood by union
members and by the public; Edwardes can spell out the crippling
effect of the hundreds of past disruptions; and the fact that it is
a refusal to honour agreements can be hammered home.

Fourth, it is not unreasonable for Edwardes to demand further
explicit undertakings in this area. It need not appear to come from
Government. (Edwardes should have demanded it already.)

Finally, if things broke down on this issue the reasons would be
very clear: the unions' reluctance to accept responsibility and
discipline their members, with Edwardes insisting that if the unions
could not undertake to deliver in this erucial area, he was not
prepared to seek further finance from Government.

3
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The above suggestions do not, unfortunately, apply to TASS, whose
members are not hourly paid, and which can do a lot of harm. (Horrocks/
Gill letter of 1 November 1979 attached.)

10. If, in the event, Government does make further finance available, I
think you should, in announcing it, highlight, as dramatically as possible,
the commitment by every member of the work force to the new agieement
(new employees will actually sign a piece of paper regarding it, and it
will be deemed to apply to all existing contracts of employment) and also
the unions' undertakings to eliminate the scourge of the unconstitutional
strike. It then remains to set the stage so that, if and when BL finally
goes under, it is Edwardes who pulls the plug, as he proposes in his
letter of 7 November to Leslie Murphy (thus preserving his hero status,
acting responsibly on behalf of the taxpayer) rather than Government
sinking Edwardes.

I hope we will be able to put forward the specific suggestions in
paragraphs 7 and 8 above at Richard Bullock's meeting to see if they have
any merit.

1 am sending copies of this letter to the Prime Minister and the
Chancellor of the Exchequer.

B
JOHN HOSKYNS

4
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BL Limitad

Nuflield House,

A1-46 Piccadilly,

London W1V DBD, England.
Telephone : 01-734 6030,
Telex: 261246,

Cables: Brimopoed London W1,

From The Managing Director, Cars, BL . lst November 1979

K. Gill, Esq.,

General Secretary,

AUEW/Technical and Supervisory
Section,

Onslow Hall,

Little Green,

Richmond,

Surrey TW9 10N.

I am enclosing, for your information, a copy of a telex
message posted today in BL plants and offices giving the
result of the employee ballot on the company's recovery
plan. You will note that the BL Board will now seek broad
approval from the NEB and Government for this recovery plan
and will make a firm request to them for the funds needed
in 1980. -

Despite this decision, BL cannot proceed with any confidence
in the implementation of the plan unless it can be assured |l
of substantial and practical support from your Union and its
members, If the attitudes we have experienced over the past
two years continue we might as well pack up nowv.

I realise that one of the underlying reasons for the cbstruction
we have experienced lies in the salary problem. We are doing
what we can to try and deal with the matter and I believe
progress is being made. There may be other reasons for this
obstruction as well but you know and we know that the early
introduction of new models is wital and that, whatever the
cause, BL does not have the technical resources to meet the
accelerated programme without substantial help from third
parties.

As of today, we are still apparently under the threat that,
regardless of the outcome of the ballot, your Union will black
the LC10 and Honda programmes? Why? What purpose can such a
position serve except to undermine the future of this company
and with it the livelihoods of your members and many many others.

Continued,.

" B gistered Office :
Hullielid House, £1-46 Paccadilly, Lerdoa V1V 000,
fiegistened ini [ngland Mo, 1213133,




K. Gill, Esq.,
.UE'H’.

. 1st November 1979 "Page 2.

Your Union has queried whether the ballot would give a fair
view of people's feelings. I would answer that by asking you
to look at the voting figures. I would also point out that
we ballotted almost 152,000 people in BL - a number roughly
equivalent to two average-sized Parliamentary ¢onstituencies,
Just as there are errors in an electoral role, !so will there
be errors in a company register. But the size of the "Yeg"
vote in the BL ballot has completely submerged any conceivable
errors. ' {

The result of the ballot gives all of us the opportunity of
putting the past behind us. We do not deny that there are
imperfections in the corporate plan we have developed. But
nobody has suggested a better plan that has a reasonable chance
of securing a profitable future, without which there would be
no hope of obtaining further Government funds,

We wish to be reasonable. But if BL jis to survive we cannot
~afford to spend hours, days and weeks in interminable argument
and discussion with TASS as we have been obliged to do these
past two years, with all the consequent delays and disruptions
to key parts of our model timetable.

We are chasing the rest of the world motor industry who are
moving even faster. We simply cannot afford to have anv slippace
whatsoever in our new model pro ramme timetables You have our
categorical assurance that BL has every intention of retaining

a capability in the design, engineering and manufacture of motor
vehicles. Is TASS prepared to cooperate with us in implementing
the plan?

RAY HORROCKS

Footnote: Because your cooperation or otherwise will have a
bearing on the future employment prospects within
BL and indirectly within supplier companies, we are

sending a copy of this letter to Alex Ferry for the .
CSEU Executive.

€.c. Mr. A. Ferry

Enc:







7 November 1579

I am writing on behalf of the Prime

linister to thank you for sending her a copy

ol

of the Electoral Reform Soclety's letter to
iritish Leyland of 31 October setting out
the results of the secret ballot on the

company's proposals for the recovery of BL.

J., UcKay, Eamsq.




with compliments

J. McKay

Dwector Corporate Communications

BL Limited

Nulfield Housa,

41-46 Piccadilly,

London W1V OBD, England
Telephone  01.734 GOBO




The
0 ELECTORAL REFORM SOCIETY

of Great Britain and Ireland

(Ballot Services Department)

6 Chancel Street )
London SE1 OUX Tehehones: O 028 4300

The Chairman,

BL Limited,

41 = 46 Piccadilly,

London SWl. 31st October 1979

Dear Sir,

Secret Ballot on the Company's proposals for the recovery
of BL

Your Corporate Communications Director has informed me that
number of ballot papers issued was:-

I have to report a participation of almost exactly 80%.

)f the 121,679 papers received, 76 could not be assessed as
or '‘NO', and were therefore invalid.

The 121,603 valid papers were divided:-

'YES! cessssssssssssnnns 106,062 (B87.22%)

"NO sessssssasssssannns 15,541 (12.78%)

The 76 invalid papers may be classified:-

‘ompletely blank R 20
Spoilt 17
Word "abstain" written 6
'¥X' against both questions 33

TOTAL T6

The 'NO' vote amounts to very slightly over 10% of those entitled
to vote.

Yours faithfully,

ok Kiftn.

F.5. Britton,
ontroller of Ballot Services.

Limited by Guarantss
red in England No, 958404 Regatered office B Chancel Street, London SE1 DUX
VISITORS CHANCEL STREET & approached from NICHOLSON STREET which will be found towards the north end of BLACKFRIARS ROAD




To BL Employees from the

Chairman, Michael Edwardes 2 November 1979

THE BALLOT RESULT — WHAT HAPPENS NOW?

YES (106,062 NO 15,541

Majority in favour of BL's recovery plan 87.2%

(FULL DETAILS IN THE ENCLOSED LETTER FROM THE ELECTORAL
REFORM SOCIETY)

The result of the ballot was announced yesterday and posted in plants throughout the company.

Inwriting to you all now, I would like first of all to thank those who voted in support of the recovery
plan. Those who voted against the plan MUST now accept the clear and decisive view of the
majority.

We must now forget our differences and together work to put BL firmly on a recovery path.

Of itself the ballot solves no problems. None of the problems which was spelt out in the letters with

the ballot form has changed — and neither have the actions the company must take to overcome
those problems.

But the ballot result is a very encouraging first step forward.

Where We Go From Here

The BL Board is encouraged by the overwhelming employee support for the recovery plan and will
now seck from the Government the further funds that are needed to speed up the model pro-
gramme, to press on with the modernisation of plants, and to pay for the restructuring programme.

In doing so, the Board will need to stress to Government that the company is still in a recovery
phase. Progress towards that recovery has been seriously hindered this year by a number of events
particularly the national Road Haulage strike and the recent national engineering strike. Because
ol these disputes and other factors, the Board is conscious that BL is not yet in a position to show
positive evidence to the Government that we can deliver the plan.

T'he Company must demonstrate from now on that it can reach the required level of performance.




We Must Work Together

The positive attitude expressed by employees voting privately at home has to be quickly translated
into a new sense of collective responsibility at work otherwise the ballot and what it means will
have been a waste of time and effort.

To agree individually that productivity must be improved and then to resist it collectively, or to
vote for continuous production and then to become involved in wildcat strikes would mean that we
can never achieve the plan. The company would not deserve to survive.

Now that a big majority of employees has voted to support the recovery plan it is up to each and
every one of us to work for the survival of BL and by our actions show there is no further interest
in obstruction, disruption or inefficiency.

When the Executive Council of the Confederation of Shipbuilding and Engineering Unions rec-
ommended a "YES’ vote, they told us that there were certain points in the plan which they would
wish to discuss with us, This we understand. There are a number of matters which we in turn wish
to raise with the CSEU, not least of which is how we can ensure in future that we receive the
genuine views and reactions of employees on matters which concern them personally.

I am glad to say that a suggestion to the CSEU that a working group of national union officials
and BL senior management should be set up to deal with these matters, has met with a favourable
initial response from CSEU officers.

Show We Mean Business
Finally, | must stress that unless the total funds we need are made available when we need them,
BL cannot achieve the recovery plan and long-term viability.

If the Government is to give broad approval to the 1980-84 Corporate Plan and provide the funds
needed for 1980, they will only do so if they can be convinced that our future performance will be
far better than anything we have achieved so far.

It is by the behaviour and performance of each and every one of us in the coming weeks and months
that BL will be judged. We have voted *YES': we have given our word. But, it will be our actions that
will count.

R

Michael Edwardes
Chairman

2 November 1979

Lahographed by The Nuffald Preas Limted, Cowley, ODaford, England
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Although it was decided that you would not make a L
statement there are some points which I would like to ot
make on your letter to me of 26 October. These are relevant

to the further work on BL whieh will lead to our decisions

on the proposals which BL and NEB will be putting to us.

If at any stage it is necessary for you to make
a statement confirming that we still accept the 1977
undertaking I think you should say that BL would be
enabled to meet its financial obligations. This makes
the position clearer and in substance does not restriect
the assurance given by the last Government.

On the second page of your letter vou said that
there could be about 300,000 job losses in the unlikely
event of a complete and permanent closure of BL and a
net loss to the balance of trade of arcund £2,200m a
year. This strikes me as a highly unrealil si*c hypothesis

My scepticism is based on the following considerations.
Parts of BL are profitable and there is no reason why
they should not continue in business. Other parts could be
run down over a pericd, if necessary, rather than closad
immediately. To the extent that BL lose their present
market share it must be the case that other UX motor
manufacturers will pick up at least some of their busine
To the extent that they shed skilled engineering employe
and other firms hire them, as they certainly will, these
will be further important offsets to redundancies and
loss of output and exports. Well vefore we come *c
consider the options I would like to see a rea
assessment of the employment and economic cor
of the various possibilities., This is es *ﬂ“:'
are to have a basis for rational decision mak

55.
£S5

JI think it is
The Rt. Hon. Sir Keith Joseph HP.
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I think it is also vital that we should have some
cther basic information to hand on the following topics
well before we receive BL's proposals:

i number of strikes and days lost, year by
year (and in 1979, quarter by quarter) since
1970; -

ii. number of vehicles and value of production
lost attributable to (a) internal disputes,

(b) industrial disruption elsewhere, over the
same period;

iii. trends in productivity, not only in vehicles
per man year, but alsc in terms of value added per
man - again over the same period.

The data in (iii) should be set against the targets laid
down by Ryder and in subsequent corporate plans. Finally
I think it would be interesting if your people could
chance their arms at an G‘tlﬂdLE of how much of the money
supplied to BL since the Ryder ﬁnporu has, in effect, gone
to subsidise industrial disputes

As you say, we are in no way committed to the

provision of any further funds even though the ballot has
been successful, and I fully agree this needs to be made
clear to the public., We shall need to consider any propcsals
from BL and the NEB with the greatest care and in the

light of the information I've detailed above. u“tbeﬂﬂorz,
even if we were willing to enter into any Fu*Lne commit-
ments I would not wish to do so until at the very least

we knew that BL had reached a responsible pay settlement

and a SquuthLDPJ agreement with their unions following

the nEgOLlatJDnS which have just started on a wagefperror 1ance
package for BL Cars. I understand that this covers incentive
bonuses, with provision for non-payment if production falls
following disputes at particular plants; no lay-off money
where lay-offs result from disputes anywhere within BL

Cars; the introduction of work measurement techniques;

and the removal of variocus restrictive practices. The

leader in Friday's Sun makes powerful points along these
lines; the recent experience at "Talbot" underlines the
importance of this point., When we come to take our decisions
it would be helpful if we could have full details of BL's
latest package and also know what are BL's objectives for

the re-negotiation of their procedure agreements.

/I should alsc
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I should also welcome advice on the possibilities
for BL negotiating further agreements with their unions
and with their suppliers which will go even further
towards ensuring continuity of production. We eclearly
need the tightest obtainable guarantees from the company's
management , unions, workforce and suppliers that industrial
indiscipline and restrictive practices will be unequivocally
abandoned henceforward, before there can be a case for
further help to BL. It is in no way clear that the
management's proposals go far enough in that direction
at present, tough as they are.

I am sending copies of this letter to the Prime
Minister, the Secretaries of State for Employment ,
Scotland and Trade, the Attorney General, Sir Robert
Armstrong, Sir Kenneth Berrill agdJohn Hoskyni

l..W'Fr

RN

GEOFFREY HOWE

CONFIDENTIAL
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 530
SWITCHEOARD 01-211 7676

| November 1979

Tim Lankester Esq

Private Secretary to the Prime Minister
10 Downing Street

London SW1

P
:D4hj RV
BL BALLOT RESULT
The result of the ballot is that 87.2% have voted in favour
of the Leyland reorganisation plan in-=a ballot of 80%. The

announcement is at 11.30 this morning. P —

If he is asked about the result, my Secretary of State
proposes to make a short statement on the following lines:-

step towards recognition of the company's situation:
what matters now is performance. I have still to
receive the BL Corporate Plan from the National
Enterprise Board; when I do I shall give it the most
serious consideration.”

h "I naturally welcome the ballot result as a first éf

You may wish to have this text available in time for Prime
Minister's Questions this afternoon.

8%%

iﬂtu Eﬂjiﬁbu\

I K C ELLISON
Private Secretary




10 DOWNING STREET

31 October 1979

W R G Bell Esg

HD/V Division
Depariment of Industry
Ashdown House

123 Victoria Street

LONDON SW1

J

Thank you for your letter of 31 October and the copy of the minute to
your Secretary of State, which summarises the results of our discussion
with Carver and Armstrong very clearly. Four brief comments:

1. I take it from your minute that the Department is satisfied that the
package proposed by BL management is as tough as s Carver and Armstrong
maintained that it was. 1 suppose the test of whether it is tough
enough is whether it tackles the problem described in the Beckett/
Edwardes letter to Varley head on. The weak link in such cases is
usually the productivity deal in which production remains static
while pay goes up. You will know better than I, but I think past
experience suggests that Edwardes' productivity deals are real, not
phoney. But that is presumably the Achilles heel of the 80- page
package, if there is one.

If the BL management package is okay, then it must be right for us
to stand well back and let BL management assert its right to manage.
The danger that Edwardes might not agree with us on a tough
negotiating strategy has not materialised.

I happened to meet Edwardes on the evening of 29 October and he
mentioned that he was perfectly ready to ballot the work force all
over again if he had trouble in the pay negotiations. 8o he

seems readier to use this weapon than any of us, including Carver
and Armstrong, may have realised.

Such a ballot would come quite close to the idea we discussed of
every member of the work force positively signing to say that he
accepts the new package. Leaving aside the pros and cons of such
& symbolic gesture from each member of the work force, I did find
some ambiguity on Armstrong's part. On one hand he seemed to be
saying that such a signature would have little meaning given every-
thing else that would by then have happened; on the other hand, he
seemed to think that the demand for such signatures would be an act
of "negotiating brutality", rubbing the union's nose in our
negotiating victory ete. I still think that we should not reject




. that idea too hastily, but should decide whether to raise it with
BL management, later, once we have seen how the pay negotiations

go.

Wpors o

o

J

JOHN KOSKYNS
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Do _John,
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As I have called you in aid in the

attached minute to the Secretary of State,
I feel I should send you a copy.
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cc Becretary
Mr Bulleck Dep Bec
Mr Hagestadt V3

CONDITIONS FOR BL FUNDING

BL officials (Mike Carver - Corporate Planner, and

Geoff Armstrong - BL Cars Industrial Relations Director)
have now come back again to talk To us about the possible
conditions for funding which we had worked out with

Mr Hoskyns (and which were attached to my minute of

12 October); and Mr Hoskyns who was present was Very well
gatisfied by their approach.

They argued strongly that if Ministers were to appear to

be overtly imposing conditions this would be likely to
provoke the unions and the workforce into a united
opposition on political grounds. They are responding to
the unions in a lengthy document to be presented this
Wednesday which will cover all the major points we put

to them with the exception of that concerning the
establishment of & single union - which they do not regard
as a runner at present (though there are moves for
‘amalgamation which they continue To encourage). Also they
do not think there is any possibility of securing agreems<o-
to a requirement for balloting for all shop steward appcint-
ments; but intend to handle the problem of militants and
irresponsibles achieving powerful positions within the
established machipnery by means of changes in BL Cars'
procedural arrangements which they intend to re-negotiate
as soon &5 possible.

The workforce claim was in effect a list of shopping options
vwhich the management say amounted in total to something
around 60% increase on their wages costs;in response they
are going to take a very bard line about the levels of
increases - with only about Sfe for the manuals, though
larger increases for skilled men and aim to require
sgreement to the introduction of their plant-based incentive
scheme to give further increases in earnings. Under the
jncentive scheme bonus payments would be made on the basis
of performance over a four-week period and no allowance
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would be made for short-fall in production caused by
internal BL disputes within the individual plant or a
defined group of related plents. Other key elements

in the package include acceptance without prior conseultation
of movement in labour within the plant to ensure contimuity
of production; use of modern industrial engineering
techniques; a recognition of the need for continuous working
an end of restrictive working practices; introduction of
multi-skilled craftsmen; and the non-application of lay-

off guarantees when lay-offs were caused by a dispute

anywhere in EL Cars.

This .is certainly going to be a very hard package for
BL to sell and we must await what follows from the first
response when the management puts it to the workforce
representatives tomorrow. BL are hoping that if they
secure a large majority this will provide them with the
means to carry this package through with shop floor
support; and BL have a meeting laid on for Wednesday
evening with the managements of all their plants to enlist
them in the task of selling the package to the workforce
over the heads of the shop stewards in particular if
necessary. Throughout BL have emphasised repeatedly that
they are going out to manage the business; that managers
will be given the opportunities and the responsibilities;
and will be held to account for how they discharge them.

At the end of the negotiations BL will see that copies of
the agreement are given to every member of their workforce -
and that this is done in circumstances directed to
“encouraging them to co-operate with the re-building of

the business. The agreement becomes explicitly - once v «
it is made - part of the terms and conditions of emplojyment
which every employee accepts when he is engaged. There

was some discussion with Mr Hoskyns whether, at the end

of the day, there would be a point in securing written
agreement from each member of the staff to adhere to the
agreement; I think the view of the BL Cars' Irdustrial
Relations man was that they would have achieved as much

as they could through the procedure they were now proposing.

HRUND

¥ E G BELL

HD/V DIVIESION
Room 275 Ext 6093
Ashdown House

30 October 1979
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From the Private Secretary 30 October. 1979

The Prime Minister has considered your letter of 30 October,
and the revised draft Question and Answer on British Leyland.
I am writing to confirm that she does not wish aifi answer on
the lines of this draft to be made tomorrow. Based on the
evidence so far available about the ballot, she does not
believe the first part of the answer concerning the 1977 assurancd
is necessary; and she is still tnhappy with the drafting of
paragraphs 2 and 3 on the question of future funding of 3
British Leyland. In particular, she does not like the second
sentence of paragraph 2 which she feels might be misconstrued
to imply that the Government is already pulling back from the
prospect of tough decisions on British Leyland.

The Prime Minister would, however, be content for the
first paragraph of the answer to be made on Thursday if the
British Leyland vote turns out to be negative or ambiguous.
But she would like any further statement on funding to wait
forthe time being - probably until questions are raised
about the British Leyland pay claim.

I am sending copies of this letter to Martin Hall
(HM Treasury), Ian Fair (Department of Employment), Godfrey
Robson (Scottish Office), Stuart Hampson (Department of Trade),
Bill Beckett (Law Officers' Department), and Martin Vile
(Cabinet Office).

Ian Ellison, Esq.,
Department of Industry.




PRIME MINISTER

British Leyland

Yesterday you told Sir Keith Joseph that you were opposed
to any statement confirming the 1977 assurance, but told him
that you would go along with something on future funding so
as to stop people from getting toco euphoric if there is
a "yes" vote. But you said that the latter piece should be

redrafted.

Sir Keith has now come back proposing a draft answer on
both aspects. He repeats that, if there is an ambiguous

result, there is a real risk of a creditors run.

John Hoskyns and David Wolfson both think that a statement
on the 1977 assurance point is unnecessary - particularly since
Michael Edwardes is confident that there will be a "yes"
majority. Their view is that, if the vote turns out to be
"no", a statement could be put out after the ballot is announced.
However, this - in Sir Keith's view - would look like panicking.
(We, on the other hand, have argued to put out anything now

looks like panicking.)

The result will be known tomorrow morning. If the answer

L1} it

were '"'no'", the gquestion could be put down tomorrow and answered

at 2.30 on Thursday - with the announcement of the ballot at

3.30. (If there is a overwhelming '"yes" result, BL will announce

at 11.30 on Thursday morning.)

The second part of the answer (paras, 2 and 3) is now much better

in particular, there is now no reference to the ballot.

I suggest that we say that Sir Keith can go ahead with paras.
2 and 3 but not with para. 1 (except if he waits until the result
is known tomorrow). If the answer is confined to paras. 2 and 3,

the question will of course need to be redrafted.

Do you agree?

T~

30 October 1979
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Tim Lankester Esq

Private Secretary to the Prime Minister
10 Downing Street

LONDON Sw1

h.ﬂ,. 'I‘«.."\-\
My Becretary of State is engaged with the Conservative
Backbench Industry Committee and has asked me to explain his

view that a Written Answer on the lines of the enclosed draft
should be made on Wednesday.

My Secretary of State has seen John Hoskyns' minute of today's
date, but thinks that, if there is an ambiguous result, there
is a real risk of a possible creditors' run. BSir Michael
Edwardes says that the clearing banks have questioned with

him the future prospects of BL within the last couple of days.
S5ir Michael has also drawn our attention to the risk that if
we do not make a statement about the assurances to creditors
before the ballot result is announced, we might be forced to
make a very similar statement some time in November or December
when conditions would be much more adverse. He thinks this
risk may even arise if there is a strongly favourable vote
because of uncertainty about the Government's attitude.

We also see advantage in a prepared Statement on the lines
proposed because it would place the Government's position firmly
on the record and would provide a reference point for answering
future Parliamentary Questions etc. There is always a risk
that, if we have no statement on the record, the press or other
commentators may misinterpret any ad hoc remark which Ministers
might make.

I am copying this letter to Martin Hall (HM Treasury), lan

Fair (Employment), Godfrey Robson (Scottish Office), Stuart Hampson,
(Trade), Bill Beckett (Law Officers' Department) and Martin

Vile (Cabinet Office).

IAN ELLISON
Private Secretary




REVISED DRAFT INSPIRED QUESTION AND ANSWER

Question

To ask the Secretary of State for Industry whether he will
make a statement on the current BL situation with particular
reference to the operation of Para 10 of the Schedule to the
National Enterprise Board (Guidelines) Direction 1976 in
respect of BL

Answer

My predecessor, the Rt Hon Member for Chesterfield, explained

to the House on 26 May 1977 (Official Report Col 598) the
operation of this Paragraph in relation to BL. This amounted

to an ungqualified assurance that the NEB could not allow BL to be
left in a position where it would not be able to meet its
obligations. I confirm that the present Government accepts this
inherited commitment.

It is for the BL Board to decide whether or not to submit to

the NEE a new Corporate Plan involving additional public funding.
/’If they should decide not to seek further public funds, the Government
would need to receiwe and consider the recommendations of the NEB

(after the NEB have consulted the BL Board) about the future of the
company before making any further statement to the Hnuse.//f

If the EL Board put forward a new Corporate Plan and the NEB
recommends approval, the Government will need to give it the most
careful consideration before making any decision upon it. In
doing so the Government will take full account of the company's
rerformance and prospects.
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BRITISH LEYLAND

1= Michael Edwardes told me last night that the poll was extremely

heavy. A substantial "yes" majority therefore seems extremely likely.

o From this it follows that a reassurance on BL's ability to meet its

obligations will not be necessary. In any case, that can be done gquickly

LL} it

enough after a "no" result. I have never understood Dol's anxiety about
a "run on BL". It seems unlikely that a reassurance will be needed at

all, let alone before the result of the poll.

3. I do favour, however, a pre-emptive statement or reply to a PQ,
designed to put the significance of a "yes" result into perspective, as
per paragraph 2 of my letter tc you of 26 October. ©Such a pre-emptive
statement must, at the same time, strengthen BL management's position for
the forthcoming pay negotiations and for the "right to manage" if BL is,
in the end, given one more chance. Thus, "of course, we all hope that
the result of the ballot will show the voice of shop floor moderation,
the readiness of the work force to give management its full support in
tackling its very difficult task. But we have to recognise tha Tt will
then be for the BL Board to decide whether to put forward a new Corporate
Plan for NEB's approval. The Government cannot give any advance commit-
ment to a Plan which has not been put to it, and indeed has not yet even
been put to the NEB.M !t., P B R £y i e

Pain. o &aT Sy .

4, Your Department will know, by now, whether the BL manﬁgcment's

package of counter-proposals on union practice really is a tough and
substantial demand or not. If it is, then we do not have to worry about
the contingency for which my original note of 18 September catered (ie the
possibility that Edwardes might refuse to go along with our negotiating
strategy and might even leak, if things started getting rough, that we
were forcing him to take a line which he did not really support). If, 45
he maintains, and the package purports to show, BL management really is
going for broke in tackling the union roadblock, then there is no
difficulty in the Government following its preferred line of standing
right back from the negotiations so that BL management's authority and
credibility are strengthened to the maximum - so that their chances of
negotiating the package are enhanced, and their "right to manage" there-
after is reaffirmed. This must be the right approach, whatever our final
decision on whether to back BL's Corporate Plan with extra finance.




q When 1 talked to Edwardes last night, 1 asked him how he expected

e pay negotiations to go, whether there might be a strike etc. He
didn't expect one. But he said that, if there was any difficulty, he
would not hesitate to go over the heads of the shop stewards and union
ﬂfficials,-once again, to the whole work force with a ballot. They know,
and he knows that they know he would do this, and this helps to setl the
stage for the negotiations. 1 mention this because, in discussions with
Bullock and Bell, (a) it was stressed that strike ballots would not be
enforceable at BL because they contravened union rule books, but Edwardes
seems all set to outflank that problem by balloting on the proposals from
the outset: and (b) it was assumed by them that Edwardes would not want
to overwork the ballot weapon and would therefore be reluctant to use it
again after the present exercise. This does not appear to be the case

and he seems ready to use it again almost within days.

g0

JOHN HOSKYNS
30 October 1979
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PRIME MINISTER
L‘llm

BL

I have seen the two letters which your Private Secretary wrote to
Keith Joseph's yesterday. As time is so short I am writing now to
put forward my views, though I have not vet seen Keith's re-draft

of his statement.

I entirely agree that it is important not to give the impression that
the Government is already planning to make extra funds available in

the event of a "yes" vote. But I imagine that we would all agree

that the last thing we want is a sudden unplanned collapse of BL,

and that therefore we should equally avoid giving the impression

that the Government has already made up its mind to deny the company
any more funds. I think it follows that a statement of some kind is
needed to make it clear that no immediate decision will be taken in

the matter.

I therefore strongly support Keith's proposal that a statement should
be issued making it plain that the Government has not yet taken a view
on this matter, and that no early announcement of its decision can be
expected, as well as re-affirming the 1977 assurance to BL's creditors.
I have no strong feelings on timing, though I am inclined to favour

the statement's being issued before the result of the ballot is known,

s0 that we do not seem to be responding to it.

I am sending a copy of this letter to the Chancellor of the Exchequer,
the Secretaries of State for Industry, Scotland and Trade, the Attorney

General and Sir Robert Armstrong.

J P
30 October 1979
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“rom the Private Secretary 29 October 1279

When Sir Keith Joseph called on the Prime Minister this
afternoon, they discussed the draft answer on British Leyland
which he had sent under cover of his letter Lo the Chancellor
of 26 October,. The Prime Minister repeated her comments on
the draft, which were recorded in my earlier letter of today's
date. Sir Keith, in reply, =said that he would accept that
there should be no statement on the question of the 1977 assurance
at least until after the announcement of the ballot, and then
only if the vote went against and there was pressure from BL
suppliers and creditors in general for such a statement. But
he would still like to put cut a statement on the guestion of
Government funding in the event of the ballot going in favour
of the Edwardes' plan. It was most important, in his view,
that the Government should make clear that a "yes" vote would
not automatically lead to the extra funding which BL were likely
to ask for. The final paragraph of the draft was intended to
convey that thought, although he accepted that it might be
imp roved. Sir Keith said that he hoped that the Prime Minister
would agree to a much shorter answer spelling out this point;
he would put a new draft to the Prime Minister shortly.

I am sending copies of this letter to Ian Fair (Department
of Employment), Godfrey Robson (Scottish Office), Stuart Hampson
(Department of Trade), Bill Beckett(lLaw Officers' Department),
Martin Hall (HM Treasury) and Martin Vile (Cabinet Office).

Ian Ellison, Esq.,
Department of Industry.
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Meeting with Sir Keith Joseph

PRIME MINISTER : -5‘1_{}5[

Sir Keith wants to bring you up-to-date with his
proposals for Rolls Royce. I understand that he has had
discussions with Frank McFadzean, who, as you know, is on
the Rolls Royce board. The possibility of moving
S8ir Kenneth Keith out altogether - and, for example, taking
up the STC chairmanship - seems to be a runner now.

Sir Keith will also want to discuss his proposed statement
on British Leyland. I have passed your comments on the draft
to the Department; but I understand Sir Keith still wishes to
g0 ahead. He thinks that to confirm the previous administration's
1977 assurance, after the ballot is announced, will look like
panicking - and certainly more than giving it before the
announcement. This seems questionable. But in any case,

Sir Keith's guess is that the vote will go in favour of the
Edwardes plan. 1In view of that, and since any statement
reiterating the 1977 assurance is likely to be misrepresented,
it would seem best to say nothing.

29 October 1979
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From the Privale Secretary ; 29 October 1979

BL

As I told you on the telephone, the Prime Minister
has serious doubts about the draft Answer jon British Leyland
attached to Sir Keith Joseph's letter of 26 October, In its
present form, she thinks the draft gives too many hostages to
fortune and that it is likely to result in a great deal of
misunderstanding - and at worst, that the Government will be
accused of doing a "U turn". For her part, the Prime Minister
is not persuaded that it is necessary to make any statement
before the result of the ballot is announced; but if there
is to be some kind of statement, she thinks it essential that
the statement should be confined to reiterating the 1977
assurance. It would be most unwise, in her view, for Sir Teith
to comment on what the BL Board may or may not do. Moreover,
the present draft too easily gives: the impression that with a
"yes" vote, the Government will provide BL with the extra funds
which they are likely to ask for. %

I suggest that, if Sir Keith wishes to go ahead with some
kind of statement, before the result of the ballot is announced,
he should raise the matter with the Prime Minister when he co es
to see her this afterncon.

I am sending copies of this letter to Ian Fair (lepartment
of Employment), Godfrey ﬁu?snn (Scottish Office), tuart Hampson
(Department of Trade), ; (Law Officers' Department)
and to Martin Vile (Cabinet Office).

L]__n E; L.1 ulil—--j'ltiilg

I. E. Ci#.EBEllison, Esq.,
Department of Industry.




10 DOWNING STREET

THE PRIME MINISTER

conctimeof AR ﬁﬂmﬂ"‘“‘
N daeft- ~ply e rol -
i‘.ﬂ.' 'y t.--:(v“ﬂhﬁ‘ﬁ Jha U {1 . Alnsle & PO Loty
Cohn Mol O Ul T e L
e ol - dﬁ; drathiay [

Nad Tl lln el

{ G PR L

endl G W,

Wu:

Duwb— 4~ “:",. wt abeld

M“"""h"w: ,‘I-ul-' Lk: u-:
;l-; s Wt todu bt ccownsut .? oy o

B,

Al

P rstirn leni? Ul Al ur:’t}gm.,,. =
O et W A 159 Al -

hotty & nsd dan” " conl

P e T

po - Ao 2 'RL do e Wftr e (‘Jm.&a:

b e Ho msle X ammi'? Nee mmnbh & hoir

#M A & retd bara ko= | ke PR o o) Ho wrare "{,
1

) P ol

l-fu "'1 “ ("‘\;—f" ‘?/ q‘-p\_,r Jo (..fo..q.
1“ W ""’: f.ﬁo‘v} LJ';.;. r'): AL, . fJ u:'
e e e T T

Pt &t Lﬂy-wﬂ‘:if‘

Wl’\:ﬂ. '(-ﬂ-ﬂ-‘-\

(ot - (—am “weby -




(D) el O~ u—-?’n- AL e e
S an g Al TRl

oA d S s S
J,_u..__ /—Mf’—‘BL Yoot n--D"'I

O o~ 'b Lﬂw




DEPARTMENT OF INDUSTRY
CONFIDENTIAL ASHDOWN HOUSE
123 VICTQRIA STREET
LONDON SWIE 6RB

TELEFHONE DIRECT LINE 01-112 33(M
SWITCHBOARD 01-212 7676

26 octover 1979

The Rt Hon Sir Geoffrey Howe QC MP p1. Aﬂfhlh

Chancellor of the Exchequer s .

HM Treasury : . : q

Whitehall e leeckin ‘MH’;{%,q [
1 M- "

London SW1 E W= 5 e
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BL bk I
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As you will know, BL are now balloting their workforce for W BL
a straignt yes or no answer to the company's proposals which, o
they say, give the prospect of a viable and secure future for 4 o
the majority, at the cost of complete or partial closure of e
13 plants and at least 25,000 redundancies. Counting of votes Y
by the Electoral Reform Society has already begun and BL will rndt,
be announcing the result on 1 November. W

The company's proposals are likely to call for not merely the I=ts
remaining £225 million conditionally committed to BL by our 5
predecessors (and provided for in PES forecasts), but also =a hﬂd“J*_
further £200 million; but they will emphasise that the extra TL
funds are primarily required to cover the costs of the redundancies !
and reorganisation needed to streamline BL to a size and shape
appropriate to a realistic assessment of its market position and “1»-
prospects. It is well understood by Sir Leslie Murphy and Sir

Michael Edwardes that we are in no wa committed to the provision
°of any further funds, whatever £he result of the ballot. =

It is not possible to prejudge the result of the ballot, but my
guess is that Michael Edwardes will get strong endorsement for
his plan. However, he may not; and if the BL Board judge the
support shown by the ballot to be insufficient, they say they
will not be seeking approval for their Plan or for further

public funds. Michael Edwardes has already said this publicly;
S0 that if, when the result of the ballot is announced, it shows
anything less than overwhelming support for the company's
proposals, e spread speculation and concern

about the company's future. Unless action is taken to reassure
them, the large number of small and medium sized creditors,

who may be unsure of their legal position, may demand immediate
payment of bills; and the large loan stock holders may also

add to the pressure on the company. We could easily find ourselves
in a situation in whiech the company was forced precipitately into
liquidation in circumstances which would make it impossible for
sensible plans be made for dealing with the company and which
would involve a very considerable extra cost to the taxpayer.

e
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/After consulting....
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2.

After consulting Michael Edwardes and Leslie Murphy I have
concluded that it would be best to anticipate this possibility,
rather than react to it after it has arisen, b iving an
appropriate reassurance, after the ballot has closed and before
the* Tes0 18 announced, that BL will be able to meet its
obligations. A draft of what I propose to say (in reply to an
arranged PC) is attached at Annex A.

The first paragraph is intended to provide the necessary
reassurance by restating plainly what is in fact an existing
commitment by the previous Government - see the extract from
Hansard for 26 May 1977 at Annex B. I am advised that we have
no choice but to honour this; any other course would not only
precipitate the crisis I am seeking to avert, but might have
wider implications by damaging Government credit. Thus there
is already a 'de facto' guarantee of BL's obligations and my
roposed statement adds nothinﬁ to what I am advised is the
present commitment.

The purpose of the second paragraph of the answer is to make
clear that in the event of a pepgative or ambjsuous voie the
Government is not placed in a position where it has to make

a substantive statement before it has received recommendations
from BL and the NEE on whet action is proposed. In the event
of an ambiguous result (ie a majority insufficient for Michael
Edwardes to state immediately that the Plan will be sent to the

NEE) the Board of BL will consider the matter at a meeting on
7 November.

The final paragraph is intended to make clear once again that,
however large the 'yes' vote, the Government have no prior
commitment to the Plan, which has not yet been put to them.

This Department in conjunction with other interested Departments
has in hand contingency work to assess the effects of various
possible courses of action. There are approximately 150,00

people employed by BL in the UK and perhaps an equal number of
jobs dependent upon them in the direct or indirect supplying
industries. The unlikely eventuality of a complete and permanent
c¢losure of BL could result in about 300,000 job losses, the
majority in the Midlands and Oxford areas. A substantial number
of smaller suppliers heavily dependent on BL would find themselves
in considerable difficulty and a number would prcbably go out

of business. It is estimated that complete closure would mean

a net loss to the balance of trade of around £2,200 million a year.
According to the NEB the total amount of potential liabilities

to be met out of publiec funds could be of the order of £1,000
million and the figure could be a great deal more. This extreme
outcome c¢ould result (apart from the possibility I discuss in

the next parsgraph) only if the workforce prevent the orderly

/rundown of the...
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rundown of the company and the dispersal of theviable parts
of the business.

Frovided we can keep the situation from getting out of control,
this worst possible case should not arise; but things could go
out of control if either we do not provide the necessary
reassurance or we were to make a precipitate statement (in

the event of an unsatisfactory outcome to the ballot) that no
further public funds would in any circumstances be made available
for BL. I hope that you and other colleagues agree that we should
not take either step.

Qur objective, in the event of an unsatisfactory result to the
ballot leading to a decision by the BL Board not to seek further
public funds, must be to minimize the resulting calls on public
expenditure. On the advice at present available to me I think
this can best be done by the BL Board and management continuing
to run the company on a etaker basis whilst arrangements are
made todispose of the viable parts of the business. This course
of action would not involve Government in greater financial
commitments than a liquidation and gives more freedom for
manoeuvre than if a liguidator were appointed. I am advised
that the option of appointing a Receiver presents technical

. ! problems and the potential advantages have not yet been estzblished.

I will inform you and colleagues immediately if there is any
change in this provisional assessment.

Assuming that BL are in a position to put forward their Corporate
Plan the first real test of the workforce's commitment to it

will be provided by the BL Cars wage claim shortly to be
negotiated. The company will soon be responding to the substantial
cYall tabled by the unions; they will insist not only on a

modest settlement but also on an incentive scheme and conditicns
designed to secure greater industrial discipline and improved
performance. These negotiations will thus have an important
bearing on the timing and nature of our decision.

I should be grateful for reactions to my proposed statement in
time for the inspired Question to be put down on Tuesday afternoon.
I must stress that, whatever our eventual decisions, There 15
nothing to be gained by precipitate statements which commit us
irrevocably before we have studied the options open to us.

1 am sending copies of this letter to the Prime Minister, the
Secretaries of State for Employment, Scotland and Trade, the
Attorney General, Sir John Hunt, Sir Kenneth Berrill and John

Hoskyns.
8&&/& ::'n.w\.-.b.‘
{n;\,éle£Jbu~

PP  KEITH JoSEFH
(approved by the Secretary of
Btate and signed in his absence)




IRAFT INSPIRED PARLIAMENTARY QUESTION AND AWSWER

Q. To ask the Secretary of State for Industry whether he will
make a statement on the current BL situation with particular
reference to the cperation of Para 10 of the Schedule to the
National Enterprise Board (Guidelines) Direction 1976 in
respect of BL

A My predecessor, the Rt Hon Member for Chesterfield, explained
to the House on 26 May 1977 (O0fficial Report Col598) the operation
of this Paragraph in relation to BL. This amounted to an
unqualified assurance that the NEB could not allow BL to be left
in & position where it would not be able to meet its obligations.

I confirm that the present Government accepts this position. The
present situation is that the BL Board are awaiting the result

of a ballet of the workforce. It will be for the BL Board to
decide whether the result justifies a request to the NEB for
additional public funds. If it should decide not to seek further

public funds, the Government would need to receive and consider
the recommendations of the NEB (after the NEE have consulted the
BL Board) about the future of the company before making any
further Statement to the House.

If the BL Board do put forward a new Corporate Plan involving
additional public funding and the NEE recommends approval, the
Government will need to give it the most careful consideration

efore reaching decisions; we cannot give any advance commitment é
to a Plan that has not been put to us. The result of the ballot
will clearly be a material -but by no means the only - consideration:
in considering whether to commit further sums of taxpayers' money,

we shall need, like the previous Government, to take full account

of the company's performance and future prospects.




TEXT OF PARLIAMENTARY QUESTION AND ANSWER: 26 Ma:,r 1977
(Official Report Col598)

Mr William Wilson: asked the Secretary of State for Industry if
he will make a statement on the operation of paragraph 10 of

the Schedule to the National Enterprise Board (Guidelines)
Direction 1976 in respect of British Leyland.

Mr Varley: The first sentence of this paragraph, which has the
force of law, says that in deciding on its practice in relation
to the debts of its subsidiaries, the NEE shall have regard to
the practice of companies in the private sector in relation to
the debets of its subsidiaries. The NEB, with my approval, has
informed British Leyland with regard to this provision that in
its jq&ement a company in the private sector whose relationship
with British Leyland was the same as that of the NEB by wvirtue
both of the size of its shareholding and the closeness of its

involvement in the affairs of British Leyland, could not allow

British Leyland to be left in a position where it would be able
to meet its obligations. —

EXTRACT FROM THE NEB GUIDELINES

10. In deciding on their practice in relation to the debts of
their subsidiaries, the NEB shall have regard to the practice of
companies in the private sector in relation to the debts of
their subsidiaries. There will be no Government guarantee to
the creditors of a subsidiary of the NEB unless the Government

gave undertaken a specific commitment in relation to the company's
ebts.
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The Rt Hon Sir Keith Joseph Bt. MP
63 Limerston Street
LONDON SW10
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I am writing a quick line on British Leyland, directly to you, to avoid
fouling up my communication channels with Richard Bullock ete in the
Department.

3 I

As you know, BL management will be responding to the union pay claim
with a very substantial package of changes in union practices. A
draft of the package is still being analysed at your Department but,
judging from my meeting today with Armstrong and Carver of BL, it
looks like a substantial bill of '"megotiable goods'. BL management
appear all set to take a very strong negotiating line. What they are
doing therefore fits our own negotiating strategy pretty well.

I have just seen the suggested answer for you to make to the PQ next
week. I think the lines at the bottom of the first page of the draft
are rather weak: "The result of the ballot will clearly be a material -
but by no means the only - consideration, in considering whether to
commit further sums of taxpayers' money'. Although the preceding

lines refer to the Government's need to await BL's corporate plan etc,
the significance of a "yes" result to the ballot needs to be put into
perspective much more clearly.

We must assume that an overwhelming "yes" will be taken by public
opinion to mean that the Government should be ready to produce
whatever additional funds the corporate plan calls for. I have no
doubt that Edwardes himself hopes that the emotional impact of a 'yes™
result would work in this way - in other words, it would make it
extremely difficult for the Government to refuse to back his corporate
plan, assuming that his own Board approves it.
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It is therefore essential that you spell out, in two or three different
ways, as clearly as possible, both before and after the results of

the ballot are public knowledge, that a "ves' reguylt, while naturally
welcome, is no more he agreeme he work force to let
managemen 0o what it has to do in order to save the company. In fact,
mmmmmﬁw on the

basis of an implicit "yes" from the work force.

The point is not just that, as the draft answer states, the Government
will have to consider the new corporate plan before reaching any
decisions. It is that, while a2 "no" result would be material (it
would be the signal to pack it in) a "yes" result is no more than a
.-.—-_'_-l--___'-_._._.—
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decision to postpone suicide. The work force is not_being balloted
nd out whether they would like BL to receive another £500m or
so. If raising money was that easy, no-one would have any problems!

Once the result of the ballot is known (assuming "yes") you should of
course take the first opportunity to say that the Government is
delighted that the work force has shown such commonsense and realism,
the shop floor moderates making themselves heard at last etc; and then
repeat the above points.

I rang Richard Bullock this afternoon to suggest changes on these
lines but we were only able to talk briefly and I don't think he took
the point. There is so much at stake here, with the unions all set
to mount a massive campaign to persu.de ;ublig opinion that, if
Government doesn't immediately greet the ocallot result with virtual
assurance of continued financial support, then they have shown them-

selves as bent on destroying BL without a fair trial.

]
On the other side of the coin, many peonle who hope that we will not
chicken out if faced with a hard decision at BL, would interpret
anything less explicit than the line I am suggesting us signs that the
Government would be relieved with a "yes" result, because *t would be
let off the hook. That in turn would weaken Edwardes®' position in
the very hard negotiating over the new package of unic char=._.., which

1
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I suggested to Graham Bell in your Department that the Edwardesf
Beckett letter to Eric Varley, of September 1978, might accompany your
note to colleagues. It's probably too late for that now, lut sou
might consider sending it around, after the result of the ballot. It
cogently summarises the union rcad block at BL (and Ford) in all its
horror. In it, Edwardes himsell says THat, 1T we can't remove tiat
road block, we might as well abandon BL, at Ieast as Tar as vo.ume
Cars are concerned. It therelore justifies, completely, the tough
negotiating strategy I advocated in my original note to you. And it
does s0, in Edwardes' own words, not ours. It is very impurtant that
Jim Prior, in particular, sees that letter, if he has not already done
s0.

I am copying this letter and the Edwardes/Beckett letter to the
Prime Minister.
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The Rt Hon Eric Varley, MP
Secretary of State for Industry
Department of Industry

1 Victoria Street

London SWIH QET

-

Dear Secretary of State:

At the last meeling of the Tripartite Group on the Motor
Industry held under your Chairmanship on June 29th, you
asked for an explanation of why the performance of the

- Motor Industry in Britain is so unsatisfactory.

The signatories of this letter have met and prepared a
joint analysis of what we consider to be the principal
cause of this unacceptable performance.

Could we suggest that this letter and its attachments are
circulated to all the members of the Tripartite Group for
discussion at the meeting on September 25th, and that
we allow at Jeast two and preferably three hours for a
thorough discussion with an opportunity to reach some
prnductive conclusions,

We believe also it is important, for this meeting only, that
the Industrial Relaticns Directors of the four companies
should be invited to attend so that their specialist knowledge
can be brought to bear on the matters under discussion.

To make our position clear, we are convinced that the
survival of the metal stamping, body and vehicle assembly
‘sectors of the industn in this -:::::unt“;l,r depend on the

. elimination cf the uncfficial strike. Continuation of strikes

atthetT present 1evel will destroy these parts of the

continued......2
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industry with consequential fundamental declines in the
chassis assembly and component ends of the industry.

The effects on jobs, the balance of payments and the
level of prosperity of the whole economy should be
assessed by Gove rnment, because this is the conclusion
we are inevitably moving to unless the unc}[iimal strike

is eliminated. y
1

Obviously we must make every effort to avoid this
conclusion, but to do so will mean we have to change
practices and the role of the trade unions is crucial in

effecting this change.

In the post-war years the strike has been transformed
from an effective weapon to be used by trade unions to

_ advance their members"' legitimate caise when the
negotiation process has been exhausted, to a response
used indiscriminately by any worker with & perceivea
grievance who as offen as not hurts other workers as
much as his employer.

Many of the reasons advanced for this situation, such as
the boredom of the assembly line, the rize of planis
-involved, etc. are clearly unsv-jortable, as the technology

of vehicle production is virtually the same taroughout the

world,

Other reasons anc those most freruently put forwira bv
the trade unions for the continuing problem of ire ,d-.:-u;
unofficial and unconstitutiona® stoupages o, work h

been addressed by the Government ana the emnl -.J_;.-fr.-”" 3 rmd

it is usefu] to list these and the responsy ¢ acuaons that
have been ta.ien by employers. '

) R In response to arguments tnat proccdures
were too lengthy and time consuming, *hey
have been shor.ened and time limiis

introduced.

continued vovoeees 3°
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In response to arguments that union representatives
could not control men who were free to leave the
union, closed shops were introduced,

In response to arguments that members' membership
lapsed and they were not always in the union, check-
off buttressed the closed shop.

In response to arguments that procedures imposed
one-sided limits on action, status quo clauses
were introduced.

In response to arguments that insecurity of income
bred militant attitudes, lay-off pay was introduced.

In response to arguments that discipline created
disputes, improved disciplihary procedures have
been introduced.

In response to arguments that bad communications
caused disputes, vastly improved communications
have been introduced.

In response to arguments that lack of union
involvement was the problem, means of involving
unions more than ever previously have been

introduced.
In addition to these steps takei by employers, the Gevernment has:
9. Improved security of employment and the rights of

unions with the Trade Urnuon and Labour Relations
Act and the Employment Protection Act.

Provided guaranteed pay for short-time working.

Improved redundancy protection.

Introduced maternity pay.

Given the right to written terms of employment
and extended notice.

continued .......4
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14. Improved standards of workplace safety.

15. Strengthened the role of unions in health and
safety matters.

Despite these actions the problem of continuing unofficial strikes
remains and the logical conclusion is that the real answer is for
the trade unions to adopt the same approach as unions in the USA
i tal motor industries and accept their res onsibili
or ensuring that their members adhere i
agreements signed on their behall, opecifically the unions should:

1 Make their representatives responsible for seeing
that members adhere to all the provisions of
procedure agreements, in the same way as they
are responsible for the observance of pay agreements.
Give full support to representatives and branches to
discipline members who ignore Or violate agreements.

Co-operate with employers in steps necessary to
safeguard production 21d thereby the earnings of other
members when people ignore or violate the agreed

- procedure for settling disputes.

Accept and propagate the belief that the nright to
strike" is one which should only be exercised with
the authority of full-time union officers after all
weonstitutional" processes have been exhausted.

The strike problem is so fundamental to the health and future of
the British vehicle assembly industry that discussion of the
industry's other problems is pointless until it is addressed and
resolved. Any objective analysis of the problem highlights the
lack of effective union control as the factor ‘ +pifying the
difference between British con janies and their overseas
competitors and the inescanable conclusion that tnis must be
remedied if British compames are to surv.ve in what is an

{nternationally competitive business. - 1

{
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“v Unfortunately, to date, despite endless discussions within our
separate companies and all the management and Government
action referred to above, the problem has not been addressed,
and indeed, is getting worse. British Leyland, for example,
have suffered 346 unofficial strikes already this year, and
Ford 335. The adverse effect on each company and the country
in terms of lost production and exports is enormous. The adverse
effect on employees' earnings due to lay-offs is just as serious.
They are thoroughly fed up with the situation anu expect, quite
reasonably, that Management and Trade Uniohs will so order
their affairs to eliminate this problem. 1 '

Each of our commnanies feel that the time has JIt:t:mr:u—z for the nation
at large to be made aware of the extent of the problem and of the
severe adverse consequences for the national econom~, but it

- .appeared to us that we should have one final attempt to make

progress at the Tripartite Group.

In order to save time there is outlined in the attachments the

- comments we would expect to receive from the trade unions,
based on our separate company experience, together with our
respective responses. We would have no objection to this
letter and the attachments being circulated to the Group mem’ ers
before the meeting as we are convinced that the seriousness of
the position warrants total fraikness.

Yours sincerely

n
) H_l&;}_'\“l‘__l:\c{'
Sir Terence Beckett

Chairman and Managing Director
Ford Motor Company Limited

Y olonms o

Michael Edwardes
Chairman and Chlief Executive
B L Limited :

Encl.
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In my letter of 8 October, I said I would let you have a further ;
report on developments in connection with BL. Since my last report
the EL Board have met (on 10 October), the CSEU Executive have
considered a further coffunication from BL (11 October), and the
CSEU held a meeting with senior shop stewards (13 October).

At its meeting on 10 October the BL Board made no decision on the
issue of seeking further funds to financéjEdwardes' Plan or on
whether to go for a ballot to establish the degree of workforce
support for it. Instead the Board authorised a further communication
to the CSEU Executive emphasising the need for certain conditions to
be satisfied before further public funds were sought. These conditions
included evidence of workforce commitment to the Plan itself, to

the need for improved productivity, acceptance of the need for new
(ie scientific) techniques of work measurement, and an undertaking

by the CSEU Executive that they would deal with inter-union
differences.

The CSEU Executive at their meeting the next day did not endorse

the Edwardes' Plan but instead decided that they would recommend to
the shop stewards that further talks should take place with the
company on the basis of the 5 October statement (attached to my letter
of that date). The TGWU executive had earlier voted to oppose the
Plan and the Transport Union's representatives therefore heir
hands effectively tied before the CSEU meeting.

The meeting between the CSEU executive and the BL senior shop
stewards on 13 October resulted in an overwhelming rejection of the
Edwardes' The meeting also rejected overwhelmingly the

endation that talks should Te continued with the
company on the basis o ¢ 5 October statement despite strong speeches
by the CSEU Executive members from the platform. However only 24

stewards, instead of an expected 400-500, attended the meeting.
Since the militants are strongly repreéStnted at senior steward level

the outcome did not come as a great surprise and the hope is that the

/CBET . o un =
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CSEU will at the least not oppose the issue being put to a ballot.
The CSEU Executive will meet again on the evening of 16 October

in preparation for a further meeting with the BL management on

17 October before the BEL Board meets later in the day.

The BL Board is expected to agree to put the issue to the ballot.
But if on Wednesday it concludes that even with a ballot sufficient
workforce cooperation cannot be secured to justify a request for
further funds, Sir Michael Edwardes will consult my Secretary of
Btate and Sir Leslie Murphy before any further action is taken.

I will continue to keep you informed of developments and am
copying this letter to recipients of my letter of 8 October.

qu““ﬂ JGIaALkLJAl
lon S Sor

IAN ELLISON
Private Secretary
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DEPARTMENT OF INDUSTRY
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% October 1979

Secretary of State for Induriry

Tim Lankester Esqg
Private Secretary to the
FPrime Minister

10 Downing Street
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In my letter of 5 “Yetober I promised to keep you informed of
developments in connection with BL. You will have gathered from
the press that the meeting on Friday afternoon between BL
management and the CSEU representatives came to a more constructive
conclusion than the discussions earlier in the week. I enclose

a copy of the agreed statement which shows that the CSEU accepted
that restructuring was to some extent unavoidable if BL were

to remain viable. BL are reasonably satisfied with the progress
made; Sir Michael Edwardes described it to the press as "an

amber light" enabling further progress to be made.

Further CSEU meetings are to be held on 11 October (CSEU Executive)
and 15 October (CSEU and all employee representatives), and the

BL Board will decide finally on 17 October on how to proceed in

the light of the outcome of these meetings. It would be premature
to judge whether these meetings will provide evidence that the

Plan will command sufficient support from the workforce to enable
the BL Board to put it forward to the NEB and Government. Even
then my Secretary of State has repeatedly made it clear that he
(and of course his colleagues) might not be satisfied that the
company could meet its targets. The contingency work mentioned

in the tird paragraph of my previous letter is therefore continuing.
I expect to provide a further report on 15 October.

Copies of this letter go to recipients of my previous letter.

éﬂﬂlddd Qare
lan SN2 oo

IAN ELLISON
Private Secretary




A further meeting between BL management and the Executive
Comittee of the CSEU tock place in london today to discuss
management's proposals for securing the future of the company.

The CSEU said that they backed the need to establish BL as
the major comercially competitive indigenous motor
manufacturer, and they fully supported the acceleration of
the model programme and the modernisation of plant facilities.
They stated that in their view the model programme was
excellent. The CSEU, however, consider that the funds must

be sufficient to ensure that Britain retains BL as a major

designer and producer of motor vehicles,

Certain aspects of the plan cause the unions and the workforce
grave concern, in particular the proposed redundancies and
plant closures. The company agreed that there would be no
enforced redundancy until the agreed procedures have been

exhausted,

Another major matter of concern is the effect the plan will
have on BL's foundry operations. The CSEU have secured
assurances that in the event of outsourcing of castings
being necessary these would wherever possible be made in

The CSEU pressed the BL management to obtain the full backing
of the BL Board and to press the NEB and Government to finance
the programme.

As a result of today's discussions
/Ihe CSEU will be consulting employee representatives fram all
BL plants following which a further meeting will be arranged
with the company.
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As foreshadowed in my letter of 2 Ogﬁéber. my Secretary of State ‘17#*
today met representatives of the Confedemtion of Shipbuilding and
Engineering Unions (CSEU) at their request. Before the meeting,
Sir Michael Edwardes and Sir Leslie Murphy reported to Sir Keith
on the current state of the discussions with the unions on the
company's proposals.

Fotn

On 4 Qctober, the CSEU Executive had confirmed (opposition to the

BL management's proposals to reduce the workforce by at least 25,000
and to carry out substantial restructuring. Sir Michael clearly
felt that further prolonged discussion would be unfruitful and

was determined to bring matters to a head. He has told the CSEU
representatives that, unless the unions broadly support his Plan,
the EL management would recommend to the BIL Board not to seek
further public funds.

If BL did not ask for additional funds, Sir Michael made it clear
that the implication would be for them to go into liquidation, which
Sir leslie emphasises would be extremely costly to the taxpayer.

It would be premature to assume that this is how matters will go;
but it is obviously necessary to consider the implications of this
possibility, and as soon as we have from NEB the information,

which my Secretary of State has asked Sir Leslie to provide, about
the likely cost of public funds of BL going into liquidation,
officials of this Department will bring in those of other interested
Departments to prepare an urgent assessment for Ministers. This

/ill also cover a "least cost" option, involving a more gradual

run down of the business if this is judged to be feasible.

If BL succeed in bringing the unions into line, then we can expect
about the end of the month to receive via NEB, their new Corporate
Plan. As soon as this is available, officials will start consultations
on it with other interested Departments.

My Secretary of State's meeting with the CSEU representatives led
by Mr Ken Baker of the GMWU was relaxed and relatively low key.

The main burden of the CSEU's case was to seek (unspecified)
bridging finance (over and above the £225m in PESC) to enable BL

to accelerate the introduction of new models in a period of rapidly

/changing ...
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changing technology. There was some aclnowledgement of the need
for the company to slim down.

My Secretary of Btate emphasised that he did not manage the company
and that his job was to represent the taxpayer. He reminded the
CSEU that his predecessor had told the House on 2 April that

future funds would only be committed on the basis of "performance
and future prospects"; this approach had not altered. At present
BL had not even submitted it's proposals to the NEE, which in turn
would reach a view on them before they were forwarded to the
Government. It was by no means certain that BL and the NEE would
recommend further injections of public money, but even if they did,
he personally would have to be convinced that the company would meet
its targets.

My Becretary of Btate did not rule out all possibility of further
Government funding, but he would need to be satisfied that the
company could count on workforce co-operation in implementing its
Plan. He mentioned the problems of 17 separate unions, of the 1%

of BL workers who seemed to want to destroy the company, and of the
management being free to explain the facts of life directly to the
workforce. He made it clear that he expected any plan put forward
by BL through NEB to be directed towards the attainment of commercial
viability. In passing he specifically ruled out the use of import
controls.

We are waiting to hear whether the CSEU representatives have drawn
back from the brink and given BL management the lope that their

Plan is saleable to the CEEU Executive. If the CSEU Executive are
in the event prepared to accept the Plan, then the company is
thinking in terms of asking the workforce to approve it in a secret
ballot. BL are reluctant to proceed with a secret ballot on a
proposal which the CSEU had not endorsed, because they consider that
without such support employees would be unduly influenced by shop
steward opposition in the plants.

My Secretary of State will naturally keep the Prime Minister and
other colleagues informed of developments over the next few days.
Copies of this letter (together with copies of my earlier letter)
o to Tony Battishill (Treasury), Ian Fair (Employment), Tom Harris
Tradeg, Godfrey Robson (Scottish Office) and Martin Vile (Cabinet

Office
by CTOR) Alnuadly
e

IAN ELLISON
Private Secretary
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You asked for a note on EL following today's press reports of thel

discussion between BL management and CSEU representatives on 11L.
future plans.

You will recall that Sir Michael Edwardes' statement on 10 September
copied to you involved at least 25,000 redundancies, shutting or
partly closing 13 plants, and accelerating the introduction of the
mid-car range. Following the statement, a so-called Emergency
Committee, consisting of CSEU and employee representatives was set
up to consider the company's proposals. They were asked to report
back to BL on 4 October to enable their reaction to be taken into

account by the BI Towrd.

—_—

It was a meeting between the Emergency Committee and BL management
which prompted the CSEU request for a meeting with my Secretary of
State later this week. The full CSEU Executive will meet on 4
October and may well take the view that BL's proposals are quite
unacceptable and that the solution is to provide vast additional
sums of public money and to introduce import controls.

The company's management has insisted that it cannot put forward to
the BL Board any plan which is ngt gammerciall§ viable and that

it is only prepared to consider alternatives which Weet this
criterion. In order to reinforce this point, Bir Michael Edwardes
and the NEB have asked my Secretary of State to receive a small
delegation on 5 October from the CSEU to explain the Government's
approach to the question of future funding. BSir Keith has agreed
to this request. —

_— —

At this meeting and in briefing the press afterwards, it will be
made clear that the Government has received no proposals from BL
and given no instructions to the NEB or the company on the framing
of the Corporate Plan. He will explain that it 1s for BL management
and not for the Government to form proposals and these must be
strictly commercial. He will not be drawn into discussion of any
individual parts of the company's ‘10 September statement and will
make it clear that he is not committed to accept any proposal that
BL may put forward.

/The ...
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The present intention is that the BL Board will make final
decisions on the 1980 Corporate Plan on 17 October and the NEB
Board will determine its recommendations to the Secretary of
State at its meeting on 26 October. The Secretary of State will
then be submitting his own recommendations to colleagues at the
end of November with the intention of making s statement to the
House before the Christmas Recess. The Corporate Plan approved
by the previous administration envisaged that £225m more public
funding would be required - £150m is provided for in FES next
year and £75m in the following year. Of course my Secretary of
SBtate's own position on theee funding questions remains completely
reserved.

:\11-{)(,4_‘4 _.-1.1-\:_'1._.‘\1.1;'_1
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IAN ELLISON
Private Secretary
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British Leyland

M. Martens said there was concern in Belgium about the

threat to the British Leyland plant at Seneflfe. His Governmer

considered that the plant was operating effeet iwely, Belgium

had a strong interest in keeping it open. The Prime Minister

undertook to ensure that Sir Michael Edwardes was in formed of

M. Martens' econcerns.
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BL, CLOSURES

we spoke yesterday you asked for a factual note on BL's Tla
proposal to close the Bus plant at Park Royal. This is attached.
am alsc enclosing a copy of the full statement made by Sir ﬂi
Michael Edwardes on Monday. - ﬁ

—
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ANDREW DUGUID

Private Secretary




It’s important
you read this

10 September 1979

Statement to all BL employees from the Chairman, Michael Edwardes

Today management is putting forward proposals to streamline BL to employee representatives
and national union officials.

This document sets out the reasons why we are taking this step. The company has been looking at

all of its operations in the light of the general trading outlook which has worsened in the past six
months.

The Road Hauliers strike in January and the Longbridge dispute in February were very
damaging in lost production. sales and profit, but consistent production has been achieved
generally since then. In Commercial Vehicles 92% of the production target was achieved
against 74% for 1978 as a whole.

Because disputes and production interruptions have been sharply down since February,
management has been able to give more time to running the business. We have made some
progress from an organisational point of view. Decentralising the Car operations has
re-established identity and therefore pride at the various manufacturing sites. Nevertheless,
much remains to be done to improve efficiency.

We are helped at this point in time by a strong balance sheet. There have been suggestions in
the Press that we have a current cash crisis. This is quite wrong—we have no immediate cash
problem. Indeed, we have several hundred million pounds of unused private sector borrowing
facility. Our main problem is to do with future financing—to lund the next stage of
streamlining the Company and accelerating the model programme in 1980, 1981 and 1982.

Although major restructuring lies ahead it should not be overlooked that with considerable
co-operation from employees, we have already reduced our manning levels by nearly 158,000
since January of last vear, having closed the loss making Speke (No. 2) and Southall factories,
Output per man, although still unsatisfactory, has shown an upturn in recent months for the
first time in many years. Since the half year, however, we have been plagued by the overtime
ban and the one day and now two day engineering strikes common to the whole engineering
industry in Britain; this will delay the new model programme and will frustrate our efforts to
improve output per man in the second half. This disruptive action is costing the company tens of
millions of pounds in profit, cash flow, and therefore investment, and will prejudice future
employment. If the strike continues for much longer it will have a major bearing on the Board's
investment policy.

Economic Situation

Quite apart from the immediate effect of these one and two day stoppages, the overall outlook
has deteriorated in a number of important aspects. This will necessitate streamlining the
business and accelerating model programmes. We are therefore providing all those with a stake
in BL with an unusually detailed half year statement. The main problems we face are as follows:

1.0 Weare helped by having some uniquely economical models, including the Mini and the
Allegro. The high demand for these augurs well for the Mini Metro to be launched next
year and for economy-oriented trucks shortly being launched. Nevertheless, the energy
crisis and the down turn in world trade means that overall demand for vehicles will be
lower than earlier forecasts.




2.0

3.0

4.0

Our market share in the UK has been under great pressure from importers who have
been helped by the sudden strengthening of the pound.

Leyland Vehicles face formidable competition in advance of the introduction of new
models soon to be launched. Their market share in the UK has dropped to 18%.

The position in Cars is equally unsatisfactory. We have known (and well publicised)
weaknesses in certain segments of our model line-up, bt even allowing for this we have
been disappointed that our UK market share has dropped to 20% in advance of the model
introductions which start in 1980,

As against our level of market share, we have facilities and fixed expenses designed to
cope with higher volumes. Our efforts to solve the volume problem by increasing exports
are being frustrated by the recent sudden exchange rate changes which make our goods
less competitive overseas. No less than 45% of our output is being exported or sold
overscas — for 1978 we were the largest exporter of manufactured goods in Britain. As
only 5% of our materials are imported, the sudden rise in the value of the pound hits us
particularly hard. The cost in profit terms for 1979 and 1980 is cstimated at £80m a year.

it would be tempting to apportion all the blame on the strength of the pound. This
would be wrong. We have fundamental problems that are well known and recognised
and are being dealt with methodically and steadily. What the sudden shift in currency
rates does (and no one could have anticipated that sterling would strengthen so rapidly)
is to add a new dimension. This taken together with high UK inflation rates, high
interest rates, and the energy crisis sharpens the issue and points to the need for quicker
and more positive action to get back on target. If we do not respond quickly we will be
blown off the recovery course.

We cannot afford to spread cash and other resources too thinly over too many plants and
models.

In short we must streamline facilities and model programmes and slim down the
Company, while bringing forward the model programme in the mid-car sector.

Streamlining of BL

The proposals to meet the new situation, which are being tabled with employee representatives
today, embrace three general propositions:

1.0

2.0

3.0

Over the next two years the Company will need to be streamlined in terms of plants and
slimmed down in terms of people.

Our new model programme would be accelerated, while modernising specified plants on
which we will now concentrate resources on backing winners.

Funds would be needed over and above the original Plan to cope with the costs of
streamlining the business. These funds would come from various sources

First, the streamlining programme. We just do not have the resources to back losers. Some
plants have already been modernised; in others like Levland in Lancashire, Land-Rover at
Solihull and Austin at Longbridge, modernisation is already in progress. Where plant loading
or performance does not justify modernisation, the plants will generally be phased out.

On Cars, the proposition is that we should concentrate car assembly on Austin at Longbridge,
Morris at Cowley, Sherpa at Common Lane, Rover Triumph and Land-Rover at Solihull, and

Jaguar at Browns Lane. Pressed Steel Fisher would concentraic investment on Swindon and
Cowley Body.




The effect would be to cease car assembly at Canley in Coventry and Abingdon. Abingdon
would be converted to become an extension of Cowley to enable the Cowley modernisation
programme and therefore model introductions to be accelerated. We would retain the MG
marque. We are reviewing the scope of our activities in a number of other locations including
Seneffe in Belgium.

Some body building would cease at Speke but the Press Shop would be retained. Because of the
excellent co-operation of the workflorce and improved productivity over the last 12 months since
our other plant at Speke was closed last year, we will seek to maintain employment levels by
transferring other work to that plant. Major parts of Castle Bromwich would be closed, together
with Tile Hill and a substantial part of West Yorkshire Foundries. No. 2 foundry at Tipton
would be closed and the Coseley Engineering operation which has consistently failed to achieve
adequate productivity would be reviewed.

The aluminium foundry project in Yorkshire would be cancelied. The future of others of our 36
car plants will be considered.

On the Commercial Vehicle side, the AEC plant at Southall has now closed, and Charles H.
Roe at Leeds has been transferred to Bus Manufacturers Holdings (BMH?}, in which we have a
50% interest. Today Leyland Vehicles has announced the intention of closing Park Royal
Vehicles, not as part of the current exercise, but simply because of the appalling lack of
productivity. The plant has a three year order book for the new Titan double deck bus, but is
running at a loss because of lack of co-operation by the workforce in respect of both productivity
and recruitment.

South Works at Leyland is to be closed in 1981. Other Leyland Vehicles manufacturing
operations will be reviewed with the general intention of focusing investment on Leyland,
Bathgate and Glasgow and the BMH sites.

We are currently discussing the disposal of Aveling Barford and Prestcold, which are not part of
our mainstream business. The Hillington (Scotland) plant of Prestcold closed last week and the
Aveling Marshall plant at Gainsborough will close at the end of October.

The effect of our proposals will be to reduce manning levels in the UK by not less than 25,000
with emphasis on reducing fixed expenses and therefore staff, over a peried of two years.

The model programme

Development of Range Rover and Land-Rover (and the expansion of output) would go ahead as
planned. Jaguar having launched the Series i1l will now concentrate on an engine programme
to achieve greater economy.

The TR7 and TRS sports cars would be built on the unused third line at Solihull.

In Austin Morris, the mid-zar programme would be accelerated—the plan to introduce one new
model in 1983 does not meet the case. Major product actions are now planned for 1980, 1981,
1982 and 1984 which provide five new models from 1980 through 1984. We are extending the
Honda collaborative deal and its scope. The new Honda car will now be built at Cowley.

The model programme on Commercial Vehicles is well advanced, and competitive new
models—both lighter and more economical to operate—are being launched at frequent
intervals starting shortly.

In both Cars and Commercial Vehicles, we are continuing to explore opportunities for
collaboration.




'Funds

.Th:: impact of a stronger pound, its effect on cash flow, the acceleration of the model
programme and the cost of streamlining the business, will all add to our cash needs in the period
1980-82. Following discussion with employees, the BL Board would consider funding proposals
to be put to the NEB and the Government. Apart from the need for equity funds, other sources
would be explored including the raising of funds from the disposal of assets and businesses.

QOutlook

In the past few months the outlook has changed significantly. Given that the programme to
streamline the business between now and 1982 is done with determination and co-operation, we
will have taken the fundamental action needed to survive and prosper. It is accepted that this
Plan is far reaching and ambitious. In our view nothing less will meet the case, even though it
comes on top of plant closures and de-manning already undertaken in the past 18 months. It
envisages re-building the business to 950,000 cars and commercial vehicles per annum during
the 1980s on the back of competitive products. To put this in perspective, we would have a
capacity of 100,000 vehicles per annum more than the combined production of all our UK car
and commercial vehicle competitors last year.

Certainly, our dealer network at home and abroad look forward both to the spate of new
commercial vehicles being launched shortly, and to the car models which start with Mini Metro
next Autumn. If we disappoint them then there won’t be a business at all.

The action outlined is the course management believes must be taken to protect the majority of
BL employees and the business.

The BL Board will take a final decision on the plan for 1980 onwards in October and will then
have before it the views of employees. Time is short and urgent decisions have to be made about
the future,

/Z\dw—/ @um._

Michael Edwardes
Chairman and Chief Executive
10 September 1979

Lithographed in England by the Nufficld Press Lid., Cowley, Oxford
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Sir Michael Edwardes outlines plans for streamlining the
business and accelerating model programmes

Performance

Profit before interest and tax increased
to £47.7m flor the half year. Profit before
tax increased from £17m to £20.1m. This
level of profit is clearly inadequate to gen-
erate enough surplus to fund the invest-
ment programmes which are so vitally
necessary.

The main contribution was made by
Car operations at £19m before tax, com-
pared with £14m for last half year, with
Commercial Vehicles recording an
improvemnent at £5m against a break-
even in the same period of last year.

The Road Hauliers strike in January
and the Longbridge dispute in February
were very damaging in lost production,
sales and profit, but consistent production
has been achieved generally since then. In
Commercial Vehicles 92% of the produc-
tion target was achieved against 74% for
1978 as a whole.

Because disputes and production inter-
ruptions have been sharply down since
February, management has been able to
give more time to running the business.
We have made some 1J:rrugn:ss from an
organisational point of view. Decentral-
ising the Car operations has re-estab-
lished identity and therefore pride at the

10 September 1979

1
The Board of BL Limited has announced unaudited results for the six months
ended on 30th June 1979,

SALES
— UK
— Overseas

of which direct exports from UK

Six months to Six months to
10th June 15t July
1979 1978

£ million £ million
1,021 836
639 m
1,660 1563
435 484

PROFIT BEFORE INTEREST AND
TAXATION

Interest payable less receivables

PROFIT BEFORE TAXATION

Taxation charge

PROFIT AFTER TAXATION

Minority Interests

PROFIT BEFORE EXTRAORDINARY

ITEMS
Extraordinary ilcms:

PROFIT AFTER EXTRAORDINARY ITEMS

471.7 47.4
(27.6) (30.4)

20.1 17.0
(1.8) (7.2)

163 98
(22) (1.8)

14.1 8.0
(4.9) (0.1)

9.2 1.9

VEHICLE UNITS SALES

414,000 420,000

various manufacturing sites. Neverthe-
less, much remains to be done to improve
efficiency.

The trading profit of £47.7 million is after charixj g £43.7 million for depreciation
and amortisation, compared with the charge of £36.3 MIiIIul'I for the six months to.
1st July 1978,

We are helped at this point in time by
a strong balance sheet. 'Ipocrc have been
suggestions in the Press that we have a
current cash crisis. This is  quite
wrong —we have no immediate cash prob-
lem. Indeed, we have several hu ndrmrmil-
lion pounds of unused private sector
borrowing facility. Our main problem is
to do with future financing—to fund the
next stage of streamlining the Company
and accelerating the model programme in
1980, 198] and 1982.

Although major restructuring lies

ahead it should not be overlooked that

with considerable co-operation from
employees, we have already reduced our
manning levels by nearly 18,000 since
January of last year, having closed the
loss matr&ﬁpﬂe (No. 2) and Southall
factories tput per man, although still
unsatisfactory, has shown an upturn in
recent months for the first time in many
years. Since the hall year, however, we
have been plagued by the overtime ban
and the one day and now two day engi-
neering strikes common (o the whole
engineering industry in Britain; this will
delay the new model programme and will

frustrate our efforts to improve output
per man in the second half. This disrup-
tive action is costing the company tens of
millions of pounds in profit, cash flow, and
therefore investment, and will prejudice
future employment. If the strike contin-
ues for much longer it will have a major
bearing on the Board's investment policy.

Economic Situation

Quite apart from the immediate effect
of these one and two day smp:raga; the
overall outlook has deteriorated in a num-
ber of important aspects. This will neces-
sitate streamlining the business and
accelerating model programmes. We are
therefore providing all those with a stake
in BL with an unusually detailed half year
statement. The main problems we face
are as follows:

1.0 We are helped by having some
uniquely  economical  models,
including the Mini and the Allegro.
The high demand for these augurs
well for the Mini Metro to be
launched next year and for econ-

ety B wld F |

omy-oriented trucks shortly being
launched. Nevertheless, the energy
crisis and the down turn in world
trade means that overall demand
for vehicles will be lower than ear-
lier forecasts.

Our market share in the UK has
been under great pressure from
importers who have been helped by
the sudden strengthening of the
pound.

Leyland Vehicles face formidable
competition in advance of the intro-
duction of new models soon to be
launched. Their market share in the
UK has dropped to 18%.

The ition in Cars is equall
unntﬁ‘;cmr}' We have E’;Imw:
{and well publicised) weaknesses in
certain segments of our model line-
up, but even allowing for this we
have been disappointed that our UK
market share has dm to 20% in
advance of the rnodermlmducums
which start in 1980,
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1.0 As against our level of market
share, we have facilities and fixed
expenses designed to cope with
higher volumes. Our efforts to solve
the volume &mhl:m by increasing
exports are being frustrated by the
recent sudden exchange rate
changes which make our goods less
compelitive overscas. Mo less than
45% of our outpul is being exported
or sold overseas — for 1978 we were
the largest exporter of manufac-
tured goods in Britain. As only 5%
of our materials are imported, the
sudden rise in the value of the pound
hits us particularly hard. The costin
profit terms for 1979 and 1980 is
estimated at £80m a year.

It would be tempiing to apportion
all the blame on the Sq'rfﬂj!ﬂ}l'hf
pound. This would be wrong. We
have fundamental problems that
are well known and recognised and
are being dealt with methodicall
and steadily. What the sudden s.&[ﬁ
in currency rates does {and no one
could have anticipated that sterling
would strengthen so rapidly) is to
add a new dimension. This taken
together with high UK inflation
rates, high interest rates, and the
energy crisis sharpens the issue and
points to the need for quicker and
more positive action 1o get back on
targel. If we do not respond quickly
we will be blown off the recovery
COUFSE

We cannot afford to spread cash
and other resources too thinly over
too many plants and models.

In short we must streamline facili-
ties and model programmes and
slim down the Company, while
bringing forward the model pro-
gramme in the mid-car sector.

Streamlining of BL
The proposals to meet the new situa-

tion, which are being tabled with

employee representatives today, embrace

three general propositions:

1.0 Ower the next two years the Com-
pany will need to be streamlined in
terms of plants and slimmed down
in terms of people.

Our new model ramme would
be accelerated, while modernisi
specified plants on which we wi
now concentrate resources on back-
ing winners.

Funds would be needed over and
above the original Plan to cope with
the costs of streamlining the busi-
ness. These funds would come from
VArious sources.

First, the streamlining programme.
We just do not have the resources to back
losers. Some plants have already been
modernised; in others like Leyland in
Lancashire, Land-Rover at Solihull and
Austin at Longbridge, modernisation is
already in progress. Where plant loading
or performance does not justifly modern-

isation, the plants will generally be
phased out.

On Cars, the proposition is that we
should concentrate car assembly on Aus-
tin at Longbridge, Morris at Cowley,
Sherpa at Common Lane, Rover
Triumph and Land-Rover at Solihull,
and Jaguar at Browns Lane. Pressed
Steel Fisher would concentrate invest-
ment on Swindon and Cowley Body.

The effect would be to cease car assem-
bf!zdal Canley in Coventry and Abingdon.
Abingdon would be converted to become
an extension of Cowley to enable the
Cowley modernisation programme and
therefore model introductions to be acce-
lerated. We would retain the MG mar-
que. We are reviewing the scope of our
activities in a number of other locations
including Seneffe in Belgium.

Some body building would cease at
Speke but the Press Shop would be
retained. Because of the excellent co-
operation of the workforce and improved
productivity over the last 12 months since
our other plant at Speke was closed last
year, we will seek to maintain employ-
ment levels by transferring other work to
that plant. Major parts of Castle Brom-
wich would be closed, together with Tile
Hill and a substantial part of West York-
shire Foundries. No. 2 foundry at Tipton
would be closed and the Coseley Engi-
neering operation which has consistently
failed to achieve adeguate productivity
would be reviewed.

The aluminium foundry project in
Yorkshire would be cancelled. The future
of others of our 36 car plants will be
considered.

On the Commercial Vehicle side, the
AEC plant at Southall has now closed,
and Charles H. Roe at Leeds has been
transferred to Bus Manufacturers Hold-
ings (BMH), in which we have a 50%
interest. Today Leyland Vehicles has
announced the intention of closing Park
Royal Vehicles, not as part of the current
exercise, but simply because of the
appalling lack of productivity. The plant
has a three year order book for the new
Titan double deck bus, but is running at
a loss because of lack of co-operation by
the workforce in respect of both produc-
tivity and recruitment.

South Works at Leyland is to be closed in
1981. Other Leyland Vehicles manufac-
turing operations will be reviewed with
the general intention of focusing invest-
ment on Leyland, Bathgate and élugw
and the BMH sites.
We are currently discussing the disposal
of Aveling Barford and Prestcold, which
are not part of our mainstream business.
The Hillington (Scotland) plant of
Prestcold ¢ last week and the
Aveling Marshall plant at Gainsborough
will close at the end of October.
The effect of our proposals will be 1o
reduce manning levels in the UK by not
less than 25,000 with emphasis on reduc-
Jng fixed expenses and therefore staff,
over a period of two years.

The model programme

Development of Range Rover and
Land-Rover (and the expansion of oul-
ut) would go ahead as planned. Jaguar
aving launched the Series [11 will now
concentrale on an engine programme 1o
achieve greater economy.

The TR7 and TRE sports cars would be
built on the unused third line at Solihull.

In Austin Morris, the mid-car pro-
gramme would be accelerated—the plan
to introduce one new model in 1983 does
not meet the case. Major product actions
Aare now Plnnned for 1980, 1981, 1982 and
1984 which provide five new models from
1980 through 1984, Weare extending the
Honda collaborative deal and its scope.
The new Honda car will now be built at
Cowley.

The model programme on Commercial
Vehicles is well advanced, and competi-
tive new models—both lighter and more
economical to operale—are being
launched at frequent intervals starting
shortly. In both Cars and Commercial
W¥ehicles, we are continuing to explore
opportunities for collaboration.

Funds

The impact of a stronger pound, its
effect on cash flow, the acceleration of the
model programme and the cost of stream-
lining the business, will all add to our cash
needs in the period 1980-82. Followin
discussion with employees, the BL Boar
will consider funding propaosals to be put
to the NEB and the Government. Apart
from the need for equity funds, other
sources would be explored including the
raising of funds from the disposal of
assets and businesses.

Outlook

Since my report to sharcholders in
April the outlook has changed signifi-
cantly. Given that the programme to
streamline the business between now and
1982 is done with determination and co-
operation, we will have taken the funda-
mental action needed to survive and pros-
per. It is accepted that this Plan is far
reaching and ambitious. In our view
nothing less will meet the case, even
though it comes on top of plant closures
and de-manning already undertaken in
the past 18 months. It envisages re-build-
ing the business to 950,000 cars and com-
mercial vehicles per annum during the
1980s on the bacful’ competitive prod-
ucts. To put this in perspective, we would
have a capacity of 100,000 vehicles per
annum more than the combined produc-
tion of all our UK car and commercial
vehicle competitors last year.

Certainly, our dealer network at home
and abroad look forward both to the spate
of new commercial vehicles being
launched shortly, and to the car models
which start with Mini Metro next
Autumn. If we disappoint them then
there won't be a business at all.




‘BL Bulletin

BL's Organisational Structure

Board of

M wmagement

Directiors

Commitloes

|

Pervonnel

&
External Afairs

Excculive
Wice Chairman

Corporate Oiperations

]

Commercial Yehicles

[ A ]

! s

Ruover
Triumph
Lid

Auiln
Ml rin
Lid

Leyland
Yehicles
Led

Major Corporate Appointments

To strengthen the corporale man-
agement team of BL and to assist
further the development of the
decentralised car operations, a new pos-
ition of managing director, cars, has
been created. Mr Ray Horrocks, for-
merly chairman and managing director
of Austin Morris Limited, has been
appointed to the position.

Ray Horrocks will be based at cor-
porate headquarters in London and will
report 1o Sir Michael Edwardes. He
will be responsible for the car com-
panics—Jaguar Rover Triumph, BL
Components and Austin Morris. Land-
Rover, until now part of Jaguar Rover
Triumph, will also report separately to
Ray Horrocks. The major £280 million
eapansion planned for the Land-Rover
business and its very special marketing
needs make it important to give it
separale management attention,

Mr Pratt Thompson, formerly chair-
man and managing director of Jaguar
Rover Triumph, 15 to take on new
responsibilities as chairman of BL .
International. BL International has
responsibility for m.lmgin;g BL's inter-
national operations and for collabora-
tion. Pratt Thompson has extensive
worldwide commercial experience and
in particular has knowledge of the
Japanese and US markets. He will con-
tinue to chair the board of Jaguar
Rover Triumph Inc. in the USA—BL"s
largest overseas operation.

Mr Percy Plant, currently a director
ol JRT, becomes chairman. Apart from .
being responsible for the day to day

operations of JRT, Mr Plant will be
reviewing the structure of the business
in the light of the greatly changed trad-
ing outlook.

Mr Horrocks will continue as chair-
man of Austin Morris and is succeeded
as managing director by Mr Harold
Musgrove, currently AM's manufac-
turing director.

Mr Tony Ball, who runs the trading
operations of BL International, joins
AM as deputy managing director, com-
mercial. He will have special responsi-
bility for all AM’s sales and marketing
activities worldwide.

Certain BL Cars executives, includ-
ing Mr John Hirsch, director of product
and marketing strategy, and Mr Geoff
Armstrong, employee relations and ser-
vices director, will report direct to Ray
Horrocks who will also chair the board
of BL Cars Lid.

Mr Peter McGrath, chairman and
managing director of BL Components,
continues in that role.

Announcing the new appointments,
Sir Michael Edwardes, chairman, said
*Very considerable progress has been
made by BL in the last eighteen
months. Land-Rover in particular has
won its spurs and that has been recog-
nised in this further stage of the devel-
opment of decentralisation.

*The sharp rise in the value of the
und, however, is creating new prob-
ems for exports which makes us even
more determined that the attention of
the new companies should be firmly
centred on the tasks of introducing new

products and improving productivity.
The appointment of Ray Horrocks to
the new corporate position of managing
director, cars, and Pratt Thompson as
chairman of BL International, will
enable us tostrengthen the top manage-
ment team of BL at Corporate level
while the companies concentrate on the
job of managing their operations.’

BL forms a new Technology
Company

BL has formed a new, wholly-owned
subsidiary called BL Technology Lim-
ited, to develop and introduce technical
advances botﬁ in new products and
manufacturing operations.

BL Technology Limited will be
responsible for the efficient manage-
ment of advanced engineering
resources and will be recruiting special-
ist engineers to maintain BL's position
as a leader in applying new technology
within the motor industry.

The Board of Directors is drawn
from distinguished and experienced
engineers and scientists from within
British industry, research and aca-
demic institutions, and BL itself.

The Chairman is David Andrews,
BL's executive vice-chairman. The
management team is headed by two of
the best known automotive engineers in
the UK and European motor industries,
Spen King who is deputy chairman and
Harry Sheron, the managing director,
who joins BL from the former Chrysler,
Europe Organisation.

... and a systems company too

A new compuler syslems company
has also been created which will pro-
vide a comprehensive sysiems service
within BL, and will sell services outside
the company.

The Managing Director is John
Leighfield, who was formerly Director,
Systems, for BL Cars.

BL Systems Lid. will initially have
its headquarters at the Cars Data
Centre, Redditch, Worcestershire—
which houses one of Europe's most
advanced and powerful computer
centres. Its five inter-linked computers
are connected through a microwave
communications neiwork to a large
number of terminals, mini-computers
and micro-computers in BL factories
and offices across the UK.

By organising the systems function
asaseparate unit, BL will be better able
to use and direct scarce technical skills
in an arca of rapidly changing and
expanding technology.
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Mini 850 City

Four of the best from Austin
Moaorris

Austin Morris have launched four
new versions of their popular models
which give fuel economy and excellent
value for money.

The Mini City is a budget version of
the Mini 850 which has a higher trim
level than the previous model, but costs
E123 less,

Instead of PVC seat lacings the eye-
catching City has black and white
houndstooth check cloth panel, distine-
tive side markings and black-finished
bumpers.

The second new model is a special
sporting version of the M]c%m. called
the Equipe, which has a startling colour
scheme and many extras, to appeal to
the motorist who wants performance
and reasonable economy.

The new models are completed with
two versions of the Princess, the 1700
and 2000 which can be bought with the
extra equipment and luxury trim that
has been available on the six-cylinder
2200 model.

The new 1700 and 2000 HLS models
have extended the Princess range to
seven models—giving customers a wide
choice of options and a level of
refinement.

Leyland wins World's Biggest Bus
order

Leyland Vehicles has won a £43 mil-
lion order from Britain's National Bus
Company to supply over 1,300 buses
and coaches for 1980 — the biggest
single annual order placed by any bus
operator in the world

The order — negotiated by LVL's
Passenger  Vehicle  Division —is
shared between plants at Leyland, Bris-
tol, Workington, Lowestolt and Leeds,
Specialist luxury coachbuilders in Bri-
tain will also benefit from the contract.
The 1,307 buses and coaches will event-
ually go into operation in villages,
towns and cities throughout England
and Wales.

....and a large postal order

Leyland Vehicles has also won a
major order for the familiar red postal
vans which deliver millions of letters
and parcels every day in Britain. Ley-
land will supply more than 800 postal
delivery vans this year and during 1980
worth more than £5 million. They will
join an estimated 11,200 Leyland vans
in service with the postal business.

Leyland B2 bus

Fourteen Leyland B21 Buses in
Australia

Leyland Australia are to supply 14
Leyland B2l buses to the Northern
Territory’s Transport and Works
Department, fitted with bodies built by
Pressed Metal Corporation of Sydney,
a Leyland subsidiary company. This
order follows on from a contract lor ten
B2l buses from the Metropolitan
Transport Trust in Perth.

The B2 is an advanced passenger
chassis offered by Leyland in markets
throughout the world, and it can be
tailor-made to particular operating
requirements.

LS. Race and Rally Triumphs

Triumph TR7 and racing TRS
models are making a big impact on
MNorth American sports car enthusiasts,

The re-introduced TRT and the styl-
ish convertible version have won praise
from U.S. motor magarines since they
appeared on the market earlier this
year,

The convertible is the first volume

roduced sofl top to be launched in the
J.S. for more than 10 years.

TRE models—which use the Rover
V3 engine—have notched up impres-
sive rally and race-track victories. On
its first outing the Group 44 TRE set a

new lap record at Watkinsg Glen and
won Category 1, in the 6-hour race.

Rally driver John Buffum is contin-
uing last year's successes with his TR7
and TRE. He has won four major rallies
s0 far—two with each car.

A ‘Waorld’ First Boosts Productivity

Engineers at an Oxford Exhausts,
part of SU/Butec, have developed the
world's first automatic machine for
making car exhaust silencers, boosting
productivity by J00%.

The invention gives BL a technologi-
cal lead in one of the most competitive
markets in the industry and opens up
new sales opportunities.

Rover FES

MNow a new Rover leads the range

The Rover saloon range has been
extended from three to four models
with the introduction of a new model,
the Rover V8S.

Refinements such as air-condition-
ing, sunrool and headlamp wash-wi
are standard on the V85 and place the
new car firmly at the top ufPu range
which also includes the Rover 3500,
2300 and 2600.

Gold painted alloy wheels, black
bumpers and double coach-lines
immediately identify the V8S and a
metallic paint finish 15 being applied to
all launch stock models. Further dis-
tinction is provided by a zone tinted
windscreen, and chromium plated door
handles and exhaust tail pipe. A small
air intake under the bonnet line allows
extra cooling with air-conditioning.

Rover V&S badging includes stylised
‘Euroscript’ lettering at the rear and
“V&" motifs on the front wings. The tra-
ditional Rover viking ship symbaol, last
used on the former Rover 3500 four
years ago, reappears as a bonnet badge
on the V&5,

SU/Butec launch Automatic
Starting Unit

A new ilype of automatic choke
which takes the hazard out of cold
starts and saves fuel in town driving has
been invented by SU /Butec, a division
of BL. Components Ltd.

In fact,it is not a choke in the conven-
tional sense, but a device which auto-
matically supplies the additional fuel
required during cold starting. It s
being tested by SU on a number of
European models, in addition to exten-
sive trials on Austin Morris and Jaguar
Rover Triumph vehicles.

The Automatic Starting Unit elim-
inates the need, prior to starting, Lo
pump the accelerator to force extra fuel
into  the carburetter and — more
importantly — it eliminates  the
hazardous possibility of stalling after a
cold-weather start.

Published by BL Limited Corporate Communications, 41-46 Piccadilly, London and printed by The Nuffield Press Lid., Cowley, Oxford.
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BRITISH LEYLAND

CONFIDENTIAL

This minute is to warn you and colleagues of important developments

which will occur next week.
- —— ———— g

Recent press reports though inaccurate in detail are generally
well-founded. Michael Edwardes has told me that on Monday 10th
September, to coincide with publication of BL's Half Yearly Results,
he will be telling the workforce that the company's chances of

—

survival are slim without the boldest action on productivity,

product development and the rationalisation of production facilities.

He will announce in particular that the BEL Board propose that

car assembly should be concentrated at Cowley and at & principal
———— — -
sites in the West Midlands, Longbridge, Browns Lane, Common Lane
“H
and Solihull. Canley (Coventry) will be closed and Abingdon will

carry out non-assembly activities for the Cowley plant. The

major component plants affected are Castle Bromwich.[ which will
cease many of its current activities, and there will be a signifi-
cant reduction in foundry activity at West Yorkshire and Tipton.
The remaining Speke plant will not be closed although there will
be some reduction in existing activities with consequential
redundancies. The future of a number of other plants is being
reviewed, including the assembly plant at Seneffe (Belgium).
Commercial vehicle activities will be concentrated at Leyland,

Glasgow and Bathgate. The closure of the bus plant at Park Royal

/in North london...
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in North London will be announced on 10th September. The total
BL workforce will be cut by at least 25,000 as a result of

these plans over the next two years.

The introduction will be accelerated of the new medium car range
to combat the decline in market share. The Mini Metro (ILC8)

will be launched as planned in 1980; the new Honda car (LC9)

will be manufactured at Cowley and introduced in 1981; the LC10
which will replace the existing Marina and Maxi, will be produced
at Longbridge for launching in 1982 and a larger version will be
made at Cowley for introduction in 1984, Apart from the LC8 all

these proposals are subject to NEB and Government approval.

The Board will only be submitting these proposals to the NEB and
me if they are convinced that workforce cooperation can be secured.
The results of discussions with the workforce will be formally
assessed by the BL Board in mid-October.

1 expect that Sir Michael will indicate his Board's view that
notwithstanding these actions (indeed to some extent because of

the cost of them) the company will require additional funds beyond
| —

the £225m still remaining of the £1000m which our predecessors

had in principle committed to BL., I have made it clear to Leslie
Murphy and Michael Edwardes that proposals for public funding
of up to £225m will have to be fully justified in the Plan and

—
that any proposal for the provision of public funds beyond that

amount would present me and colleagues with great difficulty.

I have asked that the scope for raising money from BL rescurces

/should be....
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should be thoroughly considered.

my request the company and the NEB are examining the implications

several options (including no more public money) to enable

to form the clearest possible picture of the realistic
alternatives open to Government. This separate exercise should

not become public knowledge.

There is no immediate cash crisis at BL and decisions about
funding do not have to be taken until we have received their

new Corporate Plan from the NEB in November. I want to keep an
open mind until then and not give the impression of having already

taken decisions on the question of further funding. I would ask

colleagues to bear particularly in mind that any public statements
capable of being interpreted as meaning that no further funds
may be forthcoming could produce a crisis of confidence amongst

EL's bankers, other creditors and dealers with potentially very

serious consequences for the company.

There is clearly going to be a big storm next week. I think

we should remain as aloof as possible from this and say that we

are not in a position to approach any decision until BL's final

proposals have been considered by the NEB and, amended or not by

the NEB, put to us. I shall point out that even under the previous

Administration the release of further funds was to be conditional

on the assessment of performance and future prospects and there

il

is no question of the Government being diverted from its intention

Jof taking such.....
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i

of taking such time as is necessary this Autumn to carry out
a thorough and dispassionate review of the company's needs in

the new circumstances in which it finds itself.

I am copying this minute to the Chancellor of the Exchequer,
the Secretaries of State for Employment, Trade and Scotland and

Sir John Hunt.

lk{ﬁhwy*ﬁ

ﬁTK.J.

! September 1979

(approved by the Secretary of
State and signed in his absence)

Department of Industry
Ashdown House

125 Victoria Street
London SW1
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