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You wanted a small meeting to discuss the handling of / 3

Thursday's MISC 126 on Wednesday evening of:- |/ | ///////
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Mr Tebbit

Mr Wakeham

WIN ¥ R,

I really think we ought to ask Lord Whitelaw. He is such a

pillar of support generally and the Lords are an important

dimension. So ask Lord Whitelaw? 7;
0

PRIME MINISTER

Mr Channon

The latest travel plan shows that you will not be back in

Central London from Italy until 1930. Rocco Forte's reception

g

ends at 2030. o il

—

//J

Timing for the Leyland meeting could be either:

2015 (if you do not go to Rocco Forte's reception: after

all, you went to his engagement party)

2045, if you went to his reception

You can have supper either before or after the meeting, as you

wish.

Shall we go for 2015 (and not going to Rocco Forte's) or
20457
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British Leyland

‘®

3.30 pm

Mr. Stan Thorne (Preston) (by private notice) asked
the Secretary of State for Trade and Industry if he will
make a statement regarding Lancashire Enterprise Ltd.’s
firm indication of interest in respect of the purchase of
British Leyland.

British Leyland

The Secretary of State for Trade and Industry (Mr.
Paul Channon): I understand from BL that Hill Samuel
has offered a meeting this week with Lancashire Enterprise
Ltd. to explore further the nature of its proposals following
its preliminary expression of interest indicated to Hill
Samuel on 4 March.

Mr. Thorne: That reply comes to me as a surprise,
particularly if we refer to the statement made yesterday in

the House by the Secretary of State, from which I quote:
“The deputation was given a full opportunity to declare a firm

indication of interest but it did not do so.”

In reply to my right hon. and learned Friend the Member

for Monklands, East (Mr. Smith)}——

Mr. Speaker: Order. Will the hon. Gentleman please
paraphrase?

Mr. Thorne: By inviting me to paraphrase, Mr.
Speaker, you are inviting me to do what the Secretary of
State did yesterday — deliberately or otherwise to
mislead the House. I do not wish to do that, so I am
quoting what the Secretary of State said.

Mr. Speaker: Order. The hon. Gentleman must stick
to the rules.

Mr. Thorne: I shall read, because I am talking about
what the Secretary of State said.

Mr. Ivor Stanbrook (Orpington): On a point of order,
Mr. Speaker. The hon. Gentleman is out of order.

Mr. Speaker: Order. The hon. Member for Preston
(Mr. Thorne) knows that we have a very busy day ahead
of us. Will he please get on with his supplementary
question?

Mr. Thorne: I am doing my best to be brief, Mr.
Speaker, but if you continue to interrupt I shall be in
difficulty. In regard to LEL, the Secretary of State said:
“every assistance was given to it to try to get it into a position
to make a firm indication of interest, but I understand that by last
night it had not given any such indications.” — [Official
Report, 5 March 1986; Vol. 93, c. 312-16.]

That statement was made by the Secretary of State in spite
of the fact that LEL, the firm I am talking about, had
already sent a telex to Hill Samuel which read as follows

Mr. Speaker: Order. I granted the hon. Gentleman a
private notice question, not an Adjournment debate. He
must ask a question, please.

Mr. Thorne: You draw attention to the fact that you
granted the private notice question, Mr. Speaker. I assume
that you did so on the basis of my being able at least to
give the facts to the House

Mr. Speaker: Order. This is a private notice question.
Will the hon. Gentleman please ask a question?

Mr. Thorne: If I were to ask a short question of the
Secretary of State, it would be why he misled the House
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yesterday but, to do that, I have to demonstrate the basis
for my claim that he misled the House. That is why I shall
read to you, Mr. Speaker, the telex that was sent to Hill
Samuel at 6.25 pm on 4 March. It said:

“This telex is intended to formally confirm that interest prior
to tonight’s deadline”.
In other works, LEL got its name before Hill Samuel

before the midnight deadline on 4 March.

Mr. Channon: I did not mislead the House yesterday.
I have checked carefully what I said yesterday, and it was
wholly accurate. By the appropriate night, Lancashire
Enterprises Ltd. had not put in a firm intention to make
a bid which those whom I described to the House yesterday
had done. Nevertheless, Hill Samuel has helpfully offered
a meeting. It seems to me that that is a helpful suggestion,
not an unhelpful one, and I cannot understand why the
hon. Gentleman is making a fuss.

Mr. Robert Atkins (South Ribble): Is my right hon.
Friend aware that the pressure for consideration of LEL’s
offer has the support of all parties on Lancashire county
council, including the Conservative party, and the support
of my Conservative-controlled borough council? Does he
agree that, in view of the wide disparity between the time
allocated for General Motors to consider the matter and
that avaiable for other bidders, some flexibility should be
granted when a difinite interest is involved, such as my
right hon. Friend has generously been able to do in relation
to Leyland Bus?

Mr. Channon: There should be the meeting which Hill
Samuel has suggested with LEL, and then all these matters
can be examined.

Mr. Jack Straw (Blackburn): Is not the Secretary of
State aware that one of the reasons why Lancashire
Enterprises Ltd. was not able to declare a “firm indication
of interest”—the right hon. Gentleman’s words—until
late on Tuesday night was that Hill Samuel had repeatedly
refused to grant it the necessary documentation to put
together proposals? Although we are glad to learn that, at
this late stage, the Secretary of State has relented, as has
Hill Samuel, to declare that negotiations with LEL must
go ahead, will he instruct Hill Samuel to give LEL exactly
the same documentation as was received by General
Motors?

Mr. Channon: With respect to the hon. Gentleman,
that is not exactly true. Unlike all the other people, LEL
has not signed a confidentiality agreement — [HON.
MEMBERS: “It has not been asked.”] It most certainly has
been asked. There were telephone conversations last
week, and still no action was taken. With respect to the
hon. Gentleman, I am afraid that he is grossly
exaggerating the situation. Nevertheless, Hill Samuel has
offered a meeting. That seems an extremely helpful way
forward. We should see what happens.

Mr. John Mark Taylor (Solihull): Of the offers that
were in by the deadline, especially that of Lonrho, did any
involve the introduction to Land Rover of a high
technology plant?

Mr. Speaker: Order. That question is out of order. The
private notice question relates to Lancashire Enterprises
Ltd.

Mr. Paddy Ashdown (Yeovil): Will the Minister now
answer this question directly? As the giant American
consortium General Motors has had 18 months to put its




445 Oral Answers

The Prime Minister: The growth of world population
is discussed in international forums, particularly when we
deal with our aid programmes. My hon. Friend will
understand that we try to help those programmes that are
designed to reduce the increase.

Mr. Ashton: Is the Prime Minister aware that every
hon. Member is being badgered every day about the Shops
Bill? In order to influence hon. Members before they vote
will she arrange for the Second Reading of the Bill to take
place at 9.30 am on a Sunday, in the same way that we
meet on a Friday, and, so that we may experience the
effects of the Transport Act 1985, will she arrange for
everybody to get here by public transport?

The Prime Minister: The hon. Gentleman makes his
point. I think that I have got it. I think thatit was in favour
of extra choice in Sunday trading.

Mr. Rathbone: Will my right hon. Friend find a
moment today, or before the end of the week, to have a
word with my right hon. Friend sitting on her right,.the
Minister for Agriculture, Fisheries and Food, and inquire

of him why in the world British farmers are encouraged ‘¢

to grow opium poppies as a cash crop in the face of all the
other admirable activities of her Government to fight drug
misuse?

The Prime Minister: My right hon. Friend says that
he is looking into it. Strenuous efforts are made to ensure
that the growth of that crop, necessary for pharmaceutical
drugs, cannot be turned to illegal use.

Q4. Mr. Dormand asked the Prime Minister if she
will list her official engagements for Thuréday 6 March.

The Prime Minister: I refer the hon. Gentleman to the
reply that I gave some moments ago.

Mr. Dormand: Will the Prime /Minister give urgent
attention to the plight of sacked miners? Is she aware that
there are 11 from my constituency, 74 from my county of
Durham and 520 nationally, that many of them have won
their appeals through industgjal tribunals and that many
have been acquitted by the/courts? Before she adopts a
Pontius Pilate role, sayinggthat is a matter for the National
Coal Board, will she rgélise that the re-employment of
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those miners will be the biggest single step that can be
taken to begin to restore good relations in the coal
industry, and will she bring pressure to bear on the coal
board to do that?

The Prime Minister: The hon. Gentleman in part
anticipated my reply. Of course it is a matter for the NCB
but also I understand that one case is before the courts, to
which I can make no reference. That is a matter for the
courts to decide. The hon. Gentleman is aware tht the
important thing is te" have an efficient coal industry.
Productivity has increased enormously. It needs to
increase a good deal further, particularly with the fall in
the price of oily'which has to compete with coal. The hon.
Gentleman will be aware that, despite the improved
performang€, the taxpayer will still put something like
£1-5 billion into the coal industry this year.

Q6. Mr. Martin asked the Prime Minister if she will
list‘her official engagements for Thursday 6 March.

" The Prime Minister: I refer the hon. Gentleman to the
reply that I gave some moments ago.

Mr. Martin: Does the Prime Minister agree that it is
a yscandal that some pensioners have died from

hypothermia, some are living below the poverty line and
some cannot turn on the heating because they fear the very
high electgicity and gas charges? What will the Prime
Minister do'for our elderly citizens?

The Prime Minister: I gave the figures in answer to
another question; Fishall repeat them. When the Labour
Government were imypower, the amount available for
heating addition was £90 million. In 1979 deaths from
hypothermia were at the highest level ever. Since then we
have increased the amount dwailable for heating to £400
million and there are amotmts for severe weather
payments. May I also remind the*hon. Gentleman that in
the lifetime of the Labour Govefmment the price of
electricity went up by 6 per cent. ecgr:\four months and
that under this Government the price ofielectricity has
gone up only by 6 per cent. in three years? So pensioners
have had a far better deal under this Governmely than they
ever had under a Labour Government. N\
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bid together, will he give the House a clear indication that
this bid, which is British and local, will not be
[Interruption.]

British Leyland

Mr. Speaker: Order. All this takes up a great deal of

time.

Mr. Ashdown: I will have my question. Will the
Secretary of State give an undertaking that the bid, which

is British and local, will not be decided on the grounds of

a technicality?

Mr. Channon: [ made the position clear regarding
General Motors yesterday. Nothing has changed since
3.30 yesterday afternoon. In fact, Hill Samuel offered a
meeting with Lancashire Enterprises Ltd. at 11 o’clock
yesterday morning. When I came into the Chamber, no
reply had been received. It seemed to me a helpful step that
there should be a meeting to allow them to get on with it.

Mr. Robert Adley (Christchurch): My right hon.
Friend might agree that there are few more nauseating
noises than those made by someone who wants an
American takeover one week and a British flag-waving
operation the next. Leaving that aside, can my right hon.
Friend help me? He has not yet managed to convince me
that the Government are genuinely even-handed in their
assessment of the General Motors bid as opposed to this
bid and the other British bids. He has not yet managed to
convince me that genuine equality of information has been
offered for this bidder and for the other British bidders as
opposed to the information to General Motors. Could he
please try harder?

Mr. Channon: [ tried hard at the same time yesterday
afternoon to satisfy my hon. Friend. I am happy to come
down every afternoon and do my best. I can only repeat
the answer that I gave my hon. Friend yesterday, which
assured him that we were treating all the firm indications
of bids with extreme care.

Mr. John Smith (Monklands, East): The Secretary of

State will understand that we are looking forward with
interest to his daily appearances next week. Before then,
can he answer two simple questions? First, is it not the
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case that Lancashire Enterprises Ltd. showed its firm
interest before what he called the “close of play”?
Secondly, what is the purpose of this meeting? Will it be
open to the Government to receive a bid from Lancashire
Enterprises Ltd. as a result of what transpires at the
meeting? Will he please answer that yes or no?

Mr. Channon: It is clear that LEL did not put in a firm
intention to make a bid by the appropriate time. However,
at the same time, it did put in a telex which I have
described to the House and to the right hon. and learned
Gentleman. I understand from Hill Samuel that the
purpose of the meeting which it suggested was to explore
all those points. If suitable assurances can be found, I
would not wish to rule out anyone on a technicality.

Mr. John Butterfill (Bournemouth, West): On a point
of order, Mr. Speaker.

Mr. Speaker: Does it arise directly out of questions?
Mr. Butterfill: Yes, Sir.
Mr. Speaker: I shall take it, then.

Mr. Butterfill: You will have heard the question from
the hon. Member for Liverpool, Garston (Mr. Loyden),
Mr. Speaker, relating to the dismissal of local councillors
and you may have seen early-day motion 547 in the name
of the hon. Member for Liverpool, Riverside (Mr. Parry)
calling for the dismissal of the judges who disqualified
those councillors.

[That this House regards with grave concern the
decision of Mr. Justice Glidewell, Mr. Justice Caulfield
and Mr. Justice Russell to disqualify democratically
elected councillors from Liverpool and Lambeth; notes
that judges are themselves appointed and not elected; and
calls for the immediate dismissal of these judges.]

[s it not a gross abuse of this House to use an early-day
motion to call for the dismissal of judges whose duty it is
to uphold the laws made by the House?

Mr. Speaker: It is perfectly in order. In fact, the only
way in which it is possible to criticise a judge is to put
down a motion.




Business of the House

Business of the House

3.44 pm

Mr. Neil Kinnock (Islwyn): May I ask the Leader of
the House to state the business for next week?

The Lord Privy Seal and Leader of the House of
Commons (Mr. John Biffen): Yes, Sir. The business for
next week will be as follows:

MONDAY 10 MARCH—Debate on a motion to take note
of the 1986 farm price proposals and the proposed milk
outgoers scheme. Details of relevant EC documents will
be given in the Official Report.

Debate on a motion on the second report of the
Privileges Committee in Session 1984-85 (House of
Commons paper No. 555).

TuESDAY 1T MARCH—Until about Seven o’clock debate
on a motion to take note of EC document 5635/85 relating
to a common policy and liberalisation of shipping. Details
of relevant documents will be given in the Official Report.

Motions on the Local Government (Temporary
Provisions) (Northern Ireland) Order and the
Appropriation (Northern Ireland) Order.

At Ten o’clock the Question will be put on all
outstanding supplementary Estimates and Votes.

WEDNESDAY 12 MARCH — Opposition Day (10th
Allotted Day). Until about Seven o’clock a debate entitled
“The City” followed by a debate entitled “Support for
Students in Further and Higher Education”. Both debates
will arise on Opposition motions.

Afterwards, a debate on a motion to take note of EC
documents relating to Community steel. Details of the
documents concerned will be given in the Official Report.

THURSDAY 13 MARCH — Proceedings on the
Consolidated Fund (No. 2) Bill.

FRIDAY 14 MARCH—Private Members’ motions.

MONDAY 17 MARCH—Progress on remaining stages of
the Gas Bill (1st Allotted Day).

The House will wish to know, Mr. Speaker, that it will
be proposed that the House should rise for the Easter
Adjournment on Thursday 27 March until Tuesday 8
April.

[Monday 10 March

CAP PRICE FIXING

Relevant European Documents
(a) 10174/85 Milk production: outgoers scheme
(b) 8480/85 Reform of the Common Agricul-
tural Policy

Corrigendum to 8480/85

Future of Community Agriculture

Reform of Cereals Regime

Beef Regime

Report on situation in a gricultural
markets 1985

(h) 4963/86 CAP Prices 1986-87

Debate on Tuesday 11 March

SHIPPING

Relevant European Document
(i) 5635/85

Wednesday 12 March

STEEL OBJECTIVES

Relevant European Documents

(c) 5098/86
(d) 4130/86
(e) 10492/85
(f) 4150/86
(g) 4075/86

Maritime transport policy
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Steel industry objectives for 1985

Community steel policy after 1985

Steel production quotas

Aid to the steel industry after 1985

Social measures in the coal and
steel industries: Contributions to
the ECSC Budget, 1985-1987

Compensatory measures against
United States restrictions on
certain steel imports

Business of the House

(j) 5194/84
(k) 8293/85
(1) 9300/85
(m) 9301/85
(n) 8779185

(0) 4493/86

Relevant Reports of European Legislation Committee
(a) HC 21-iii (1985-86) paragraph 2.
(b) HC 5-xxx (1984-85) paragraph 10.
(¢) HC 21-xiii (1985-86) paragraph 1.
(d) HC 21-ix (1985-86) paragraph /7
(e) HC 21-vii (1985-86) paragraph 2.
(f) HC 21-x (1985-86) paragraph 3.
(g) HC 21-xiii (1985-86) paragraph 1.
(h) HC 21-xiii (1985-86) paragraph 1.
(i) HC 5—xxi (1984-85) paragraph 5.
(j) HC 78-xxii (1983-84) paragraph 2.
(k) HC 5—xxx (1984-85) paragraph 9.
(1) HC 5—xxxi (1984-85) paragraph 6.
(m) HC 5—xxxi (1984-85) paragraph 6.
(n) HC 21-iv (1985-86) paragraph 1.
(o) HC 21-viii (1985-86) paragraph 2.]

Mr. Kinnock: I am tempted to ask the Leader of the
House whether he will take up the kindly offer of the
Secretary of State for Trade and Industry to provide us
with daily statements on the continuing saga of the British
Leyland affair. If we have daily statements, they will have
to be made before the close of play and we shall have to
call the period injury time.

In answering questions yesterday, the Secretary of State
for Trade and Industry refused repeatedly to give a time
scale or timetable for the scale of Land Rover, Freight
Rover, Leyland Trucks and related businesses. Today’s
press reports suggest that the Government plan to complete
the sale by Easter. Can the right hon. Gentleman tell me
whether that is true? Will he ensure that in any event the
House is given time to debate the matter before we rise for
the Easter recess on 27 March?

In view of the sentiments expressed by a senior
spokesman for the President of the United States about that
Administration’s hostility towards Nicaragua and its
readiness to contemplate the use of military force against
that country, will the right hon. Gentleman ensure that the
Foreign Secretary makes a statement next week on the
Government’s attitude towards President Reagan’s policy”?
If his policy was carried into effect, it would pose a further
threat to the stability of the central American region.

In view of the apparently well-founded story in this
morning’s edition of the Financial Times about proposals
for narrowly limiting the future programme content and
powers of the BBC, will the right hon. Gentleman give an
assurance that no action will be taken in that direction until
the House has had a chance to consider it and to raise
objections to it?

Mr. Biffen: The time scale and timetable, to quote the
words of the Leader of the Opposition, for the handling of
Leyland were outlined yesterday in the House by my right
hon. Friend the Secretary of State for Trade and Industry.

As for a debate on the matter this side of the Easter
recess, perhaps that is something that we can consider




Donald E. Petersen Ford Motor Company
Chairman of the Board The American Road

P.O. Box 1899

Dearborn, Michigan 48121-1899

March 5, 1986

Dear Prime Minister:

I am glad to have your letter of February 14 and grate-
ful for the reassurance it contains. Neither I nor my pre-
decessors have ever had any doubt about your own commitment
to Ford Motor Company's various operations in Britain. We
have also appreciated your understanding of the changing
nature of our complex international business.

[ have to say, however, that we would be a great deal
less than thoughtful if we failed to recognize that our
honest initiative in regard to Austin/Rover produced some

quite hostile responses. They were of the kind we did not
anticipate and still find hard to understand completely.
Our British management, in particular, is very disturbed.

Certainly, now is not the time to do more than thank
you most sincerely for your letter and for your personal
attention to the matter. However, I am hopeful that you may
agree that a useful purpose could be served, later in the
year when I am in Britain, to talk about these matters with
you or, if you wish, with your chosen ministers.

A more substantial understanding of these recent and,
to us, disturbing developments, would be helpful as we come
towards some important strategic decisions that face us.

Yours sincerely

/
/ndf,
I //

The Rt. Hon. Mrs. Margaret Thatcher
Prime Minister
10 Downing Street

London W1
England




APPOINTMENTS IN CONFIDENCE

DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH OET

Telephone (Direct dialling) 01-215) 5422 | /X
GTN  215) ‘

Switchboard) 01-215 7877
Secretary of State for Trade and Industry (Switchboard)

PS/

APPOINTMENTS IN CONFIDENCE S.March 1986

David Norgrove Esq

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

SW1l

yd

STATEMENT

I attach a copy of the latest text of a Statement we propose to
make this afternoon at 3.30pm. At present the final paragraph
remains provisional on Mr Hares' agreeing some fairly detailed
points on his terms and conditions. The hope is that there will
be no problems and that the Statement will be given as drafted.

2 Copies of my letter and its attachment go to the Private
Secretaries of the Lord President, the Chancellor, the Chief
Secretary, the Chancellor of the Duchy, Foreign Secretary, the
Chief Whip and Leader of the House.

Jous s
Ql'c*ﬂ%]j

J F MOGG
Private Secretary

JF3ADS




SECRET

PRIME MINISTER

LAND ROVER LEYLAND
MISC 126(86)3

BACKGROUND

This paper by the Secretary of State for Trade and Industry
responds to the remits given him at the previous meeting

of MISC 126 on 27 February. You are already aware of all

the background.

2 The invitation to companies other than GM to give
acceptable indications by 4 March of their firm intention to
bid for parts of Land Rover-Leyland (LRL) has not flushed out
an obviously more attractive offer. The candidates now

are

GM - for all LRL businesses apart from the buses;
(£230 million)

j & Schroders (on behalf of LRL management) for Land

Rover and Freight Rover only;
(about £144 million)

Lonrho for Land Rover (including Range Rover) only;
(in the range of £12-155 million depending on assumptions/
interpretations.)
Aveling Barford for Land Rover without Range Rover.
(£100 per vehicle sold in next 3 years, plus 'net working
capital).

In addition BL are in separate discussions with the Laird

Group and Aveling Barford on the future of Leyland Bus, and
management buy out proposals may also be received. (These discuss-
ions are proceeding in a slower timescale.)

. 3 The next step will be for the BL Board and the DTI to

evaluate the proposals. The advantageghdf the GM proposals

were already well ‘recognised in the earlier E(A) discussion,
and it appears that GM place a much hlgher valye on Land Rovers/
Freight Rover (about £200 million) than the other bldders

1
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The management buy-out offer plainly has political attractions,
although the Company might prove relatively weak financially,
and less well able to finance model replacements, as well as
lacking any marketing strength and expertise in the US.

This approach, of course, does nothing to solve the problems
of Leyland Trucks, or of the Bedfoxd Van and Truck businesses.
The Lonrho bid excludes Freight Rover, and so would be
consistent with a UK solution for Land Rover combined with
GM purchase of Trucks and Freight Rover; but the financial
terms are apparently hard to evaluate. Nevertheless the
Lonrho bid will require further study. The Aveling Barford
bid appears to have little merit: it excludes Range Rover,
despite the fact that Land Rover and Range Rover are an
integrated operation; the Company is small and although

apparently British is actually foreign-owned; and the financial

terms do not look promising. The BL Board are expected to

————————————— —————————

give their views after their next meeting on Tuesday 1} March.

e —.
S

4. The Trade and Industry Secretary outlines in the concluding
section of his paper the further approach he proposes to make
to GM (at a meeting on the afternoon of Thursday 6 March with
Mr Stempel, the Executive Vice President with responsibility
for commercial vehicles worldwide). There are four elements
RO RN1N

————————————

e ———————————

a. a strengthening of the assurances GM would give about
their future conduct of their UK commercial vehicle business

if the deal were approved;

b. the possibility of keeping the Freight Rover plant

in operation at least until 1990;

Co the possibility of extracting Land Rover from the deal,
so opening the way to either a 100 per cent UK solution or
to a joint venture with GM in which there would be a UK

majority shareholding;

SECRET
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a. an improvement in the financial terms of GM's
offer, notably on the marketability of the note in

which £76 million of the consideration 1s to be paid.

-

Plainly these would be a significant price if GM were to make

concessions on extending the life of the Freight Rover plant,

or diluting their holding in Land Rover; Mr Channon judges
that GM would not be willing in any event to exclude Freight
Rover from the deal, since vans are, if anything, more

iﬁBE?ZZK?ﬁgS_lhem than trucks. And plainly there would be

dff??::??; in amalgamating the management buy-out in a joint
venture with GM, unless GM were willing to rely on the
present management for the degree of effective control they
would wish to have, despite their minority shareholding

osition. (A delicate balance will need to be struck in these discuss-
lons between improving the offer from HMG's standpoint and avoiding repelling
GM altogether. ——y,

5. Annex A to the paper presents some necessarily partial
further information about the financial results and prospects

of the LRL and GM businesses taken separately and taken
together,  This showg\slearly that over the three years 1986-88
only Land Rover of_the LRL businesses offers the prospect of
substantial profits and a positive cash flow. The figures
given for the combined businesses in 1989 must be pretty
speculative; but the direction of the comparison - improvements
in caghﬁflow of 20 millionieach on truEE;~§HH—Ihnd Rover,

and approaching £10 million on vans - must be correct. It
would be as well to establish that these comparisons allow

fully for the substantial future investments which GM promise
in section 6 of the draft letter of assurance attached at

Annex B.

MAIN ISSUES

6. The questions before MISC 126 are essentially procedural;
there can be no question of taking any decisions until the
alternative bids have been evaluated (and the BL Board has

given its views on them), and the scope for changes in the GM
deal has been fully explored. When the results of this further

work are ready to be put before the Group, it will be necessary

d
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for the report to cover also

a. options for the future of Leyland Trucks if the

GM deal does not go ahead; BT TS

b the best assessment that can be made about the
future of the Bedford Van and Truck businesses in that

\__—___.
event; and

s how the Government would handle the competition

: 3 § : s —
1m211cat10ns (and particularly the possibility of a reference

to the Monopolies and Mergers Commission) of whatever

arrangements were decided.

The immediate decisions facing the Group are

i. the timing and content of a further report to be

made by the Secretary of State for Trade and Industry,
and the implications of this for the timing of the Government's

eventual decisions;
21 the question of the proposed early approach to the
European Commission to notify them of the Government's

intentions in the light of the state aid rules.

Timing and content of further papers for the Group

8 It should be possible to make substantial progress with
the evaluation of the alternative bids, and also to explore
with GM the scope for variations in the shape of the deal they
have offered, in time for a further meeting of the Group before

Cabinet on 13 March. The BL Board's evaluation should also

report would need to cover possible alternative options for the
future of Leyland Trucks, and how to handle the MMC dimension.
Thereafter it would be reasonable to look to Cabinet on

20 March to take the final decision, probably on the basis of
the recommendations of a further meeting of the Group shortly

before that date.
4
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Approach to the European Commission
9. The Trade and Industry Secretary apparently contemplates
an immediate approach to the Commission, before any decisions

p———

are reached. It may be that this is tactically the best

Tourse as well as legally the correct one; but there can
surely be no question of allowing the Commission any effective
voice in the Government's decisions - the Commission's powers
relate to the approval of state aids, which in this case would
mean the right-off of debt which would otherwise be a burden
on Austin-Rover, the business which is not affected by any of
the proposals currently under consideration. It would be

as well to establish the Trade and Industry Secretary's

precise intentions on the timing and content of the proposed

approach to the Commission, to ensure that it does not impede
the Government's decision-taking, or introduce unnecessary

new political risks.

HANDL ING

10. The alternative bids suggest that a UK solution for
Land Rover should be feasible, and leave open the possibility
that this migif be consistent with a GM solution for Leyland

Trucks. In that event, however, there looks to be no long

term future for Freight Rover. On the othcr'KZ;ET—IE_ZEE?E
fgfﬁgﬂaﬁ~deul oﬂhgiggkgﬁﬁﬁdﬂyans, politically awkward
consequenceg—arising out of the rationalisation of Bedford
2;;555 an@4¥2§§ must be expected; and the Govorn%cnt, having

rejected the GM offer, could find it hard to avoid some of the

e Y

blame for this. This is the essential political dilemma

the Group faces. You will wish the Secretary of State for
W e i .
Trade and Industry to introduce his paper. Thereafter the

Chancellor of the Exchequer will no doubt wish to review the

prospects from an economic and financial standpoint. The
other Ministers - the Lord President of the Council, the

Chancellor of the Duchy, and the Secretaries of State

representing Midland constituencies - will wish to comment
on the political aspects. You will wish to avoid any firm

decisions, and to emphasise the problems of over-capacity and

S——. 5 .
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of generating the funds required for the development of
new models, which will need to be tackled in the commercial

i —
wehicle sector, whatever decisions are taken about the future

of the individual LRL businesses.

CONCLUSIONS
18 i You walilswash to-reach conclusions on

: the timing and content of the further report
to be made to the Group by the Secretary of State for

Trade and Industry;

: b 48 provisionally, the timing of the Cabinet's

final:decisions: . onx=LRLAY = and

iii. the timing and content of the proposed approach

to the European Commission.

e

J B UNWIN
Cabinet Office
5 March, 1986
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MINISTERIAL GROUP ON LAND ROVER-LEYLAND

BL : LAND ROVER-LEYLAND

Note by the Secretary of State for Trade and Industry

At its meeting on 27 February, MISC 126 asked me to prepare a
further paper reporting latest developments, considering
possible further approaches to GM and how the presentation

of the Government's position might be improved.

LATEST DEVELOPMENTS
é On expiry of the 4 March deadline, the following parties
had indicated their firm intention to bid for individual

businesses within Land Rover-Leyland (LRL).

LEYLAND TRUCKS/LAND ROVER/FREIGHT ROVER INDICATIVE BID (£m)

GM 230

LAND ROVER/FREIGHT ROVER

Schroder (on behalf of LRL
management)

LANDROVER/ [ fosr

Lonrho 124355
A M) oveE Tt
~—— ~ Aveling Barford net working capital
+ £100 for every vehicle
sold over next 3 years

Only GM is shesefexe interested in all the LRL businesses.

3 A vague expression of interest in LRL has been received
from Lancashire Enterprise Ltd. Paccar (in respect of
Leyland Trucks), Volvo (Leyland Bus) and Chase Manhatgén
(Land Rover) decided not to pursue their interest in

=

‘o C‘ ro.( N t\" C‘d
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acquisition., BL are also in discussion with the Laird Group
and Aveling Barford on the future of Leyland Bus and certain
management proposals may also be received. A longer
timescale is involved but I hope the possibilities for
Leyland Bus will become clearer by the end of March.

4 The proposals are now under study by BL, my Department
and the respective merchant banking advisers. The BL Board
meet on 11 March and I expect to receive their recommendation
- including whether or not to pursue further any of the
alternative proposals - immediately thereafter.
reaction of BL at Staff level however is th
and commercial grounds, the GM propo remain the front
runner and offer the only co nsive solution to the
problems of the busin

i~
PRELIMINARY EVALUATION

ts o

5 Our objective je& to secure a viable and internationally
competitive commercial vehicle industry in the UK offering
prospects for long-term job security against a background of
European over-capacity, loss making companies and necessary
rationalisation. Which of the options seems most likely to
secure this?

SCHRODER (LAND ROVER/FREIGH|{ ROVER/MANAGEMENT

6 The option has political attractions in keeping the
sensitive Land Rover business in British hands and involving
management and workforce in the ownership of the company. 1In
commercial terms however it appears to involve a substantial
increase in the debt burden of the company, with future
profits being to some extent diverted to meet interest
chapges rather than being reinvested in needed product and
facility expenditure. Marketing weaknesses such as the lack
of any US distribution network for Land Rover and an
inadequate European network for Freight Rover would have to
be addressed. The problems of Leyland Trucks, Bedford
Trucks and Beford Vans would not be solved. (Annex A
contains financial information on the businesses). If as a
result the Bedford operations were to close there would be a
direct loss of 74000 jobs and many more in component
companies. I1f Leyland Truck continued to rely on Varley
Marshall backed borrowings, the Government's potential
liability on this business would increase by over £100m by
1990.

7 Nevertheless because of its political attractions, this
option needs further evaluation.

JF3ADR
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LONRBHO

8 The cash offer for Land Rover covers such a wide range
that it is difficult to form a judgement on the financial
implications. Depending on what is intended, the £12m cash
offer could be derisory and saddle the business with worse
debts than under the management buyout option. At the £155m
level however the offer has financial attractions - though
no

s good as the probable £200m out of the £230m total value
placed on the business by GM. It also has political
attractions since British ownership would be secured.
Questions on the commercial implications however need to be
addressed. While Lonrho has strengths in vehicle
distribution and retailing, experience in manufacturing is
limited. 1Its financial resources and Land Rover assembly
operations in Africa are assets which should benefit the
company but it has no relevant marketing presence in the
largest 4x4 market in the world, the USA.

Sa w;,_)b L U Lu)
9 Whether it could provide a p £hange in the nature
of a business which currently has 47 p cent excess capacity

~_must therefore be questioned. Lonrho's lack of interest in

K

O

Freight RoverV (which needs Land Rpver profits and cash flow
to sustain itself) is a k,while this option also
offers no solution to the pro ms of Bedford van or Leyland
and Bedford trucks. .

10 Further discussions and analyses are necessary.
AVELING BARFORD

11 This construction equipment manufacture ocm34~had a
turnover of £31m in 1984 with profits of £0.75m. It does not
offer the financial strength or distribution and retailing
outlets of Lonrho, has no real presence in the US market and
is not bidding for Range Rover despite the integrated nature
of the Land Rover manufacturing facility. While ostensibily A
a British company its current shareholders are foreign and
despite its relevant manufacturing experience it offers less “TH*?
than Lonrho. kf

~

GENERAL MOTORS

The GM proposal covers all the relevant businesses
except Bus. It could provide a comprehensive solution to
the immediate problems of the lossmaking Bedford and Leyland
Truck operations and in the medium term the problems of
“Bedford Vans"\The—prUbab%e closure of the Freight Rover

facility is balanced by the improved competitiveness of the

JF3ADR
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8 ) K Rl B

Luton facility and hence the overall van business.<;f
Rover which—altthough likely to be able to sustain itsgg?;;>
independently is nevertheless exposed to growing-competition
particularly from the Japanese, and the GM deal would add
financial technical and marketing strength especially in the
vital US market. Annex A notes what GM expect to bring to
the deal by 1989 - the contribution to Land Rover is
particularly significant. It also shows the negative cash
flows of the LRL businesses other than Land Rover and hence
the |desirability of keeping the business, together if at all

possible. \ &

OOM‘UAJ

CONCLUSIONS

13 We should not taklk any immediate decisions on Lonrho,
the management buyout//or Aveling Barford: the BL Board will
assess these and &t° FoncTusions at their Board Meeting
~on 11 March: Nor should we take immediate decisions on
Leyland Bus where assessment of possible courses is in hand.
yoOR > B, ) ot Win wquask-
14 On GM, I havg a meeting arranged for the afternoon of
Thursday, 6 March/with Mr Stempel, the Executive
Vice-President of GM with responsibility for commercial
vehicles worldwide. Subject to colleagues' agreement I
propose to say that we are still considering alternative bids
but remain very serious in our interest in the GM proposals.
As they will know, however, this matter has become
politically highly sensitive, ~against this background the
Government wish them to consider Tour aspects of the proposed
deal:

(a) Strengthening of asssurances: the language of
the proposed letter needs considerable
improvement, and on substance I want to explore
several further points.

5%

g
The future of Freight Rover: the likely early
closure of the Freight Rover plant in Birmingham
is an increasingly sensitive point: GM should
consider reviewing their position on this so that
the future of the plant is guaranteed at least

until 1990, and—effer—what—ecomfortithoyCah—on

Land Rover:/ GM should consider, and give us
their £ r and final views, on whether the
Land Rover 4x4 business can be extracted from the
deal on trucks and vans, leaving us free to

JF3ADR
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pursue a UK solution. 1 do not favour this "
. . . . " i it

course from an industrial viewpolnt since o d

believe Land Rover 4*have a more secure

future with GM than undef the alternatives; but

we need to know whether GM would in fact proceed

on trucks and vans without Land Rover. (I see no

prospect whatever of their proceeding on trucks

without vans, which are if anything more

important to them). If they are not willing to

extract Land Rover altogether, they should

consider some element of UK participation in it;

to be politicalyuseful this would need to leave

ultimate workifig control in UK hands, but

conversely to be acceptable to GM would almost

certainly need to leave effective management

control with GM. Because of the latter point,

it is unlikely that the UK element could include

the present management buyout proposal, since

that would lock GM into using the existing

management. An alternative UK industrial or

institutional package would therefore need to be

procured if we wished to pursue this possibility

and if GM were willing to contemplate it.

Colleagues should be warned however that either

of these courses risks considerable delayo~o CH

s Vb Cancna? e '/‘d_uimi

Financial terms: of the £230m offer by GM, £154m

is in cash and £76m in the form of a note. The

size of the firm cash element presents

difficulties especially in relation to other bids

for Land Rover. GM will need to prouvelEne Tize— " ™

of the cash element, or at least improve the

marketable quality of the note. I1f the scope of

the deal were altered however (e.g on Land Rover)

these figures would in any case have to change

radically.

15 We should now take immediate steps to notify our
intentions (giving alternatives where appropriate) to the
European Commission under the state aid rules. We must
accept the substantial risk that this will lead to a formal
Procedure under Article €7 1, which will on any basis take
several months to resolve, with at least a possibility that
the Commission would in the end block the injection of equity
into BL to pay off the debts of the Land Rover-Leyland
businesses. This would not necessarily postpone the

GM deal (or whatever alternatives we decide upon), but would
leave the full weight of BL's debt on the Austin Rover

JF3ADR
CMO UNTIL




CMO UNTIL

business, thus making it impossible for the Austin Rover
business to achieve viability. We must be prepared to use
all possible political pressure to prevent this outcome.

16 On presentation, we cannot yet come out firmly in
favour of any of the proposals before us. Until we are
ready to make decisions, therefore, we have to accept a
difficult political period. We should seek to alleviate this
by emphasizing the major problems faced by the commercial
vehicle industry across Europe, the inevitability of
rationalisation and the inescapability of taking possibly
painful decisions of some kind in the very near future.

DEPARTMENT OF TRADE AND INDUSTRY
5 March 1986

JF3ADR
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FINANCIAL DATA

PROFIT/(LOSS) BEFORE INTEREST & TAX (£m)

1985 (est) 1986 (Forecast)

Leyland Trucks Ltd (31.1) (16.8)
Leyland Parts Ltd 4.6 647
Land Rover Ltd 2.0

Freight Rover Ltd

LR Parts & Equipment Holdings

LR-L International Holdings

Bedford Trucks

Bedford Vans

PROFIT (LOSS) BEFORE TAX (£m)

PBT
1985 Estimate 1986 (Forecast)

Leyland Trucks Ltd (63.1) (47.8)
Leyland Parts Ltd - 6.9
Land Rover Ltd <R |
Freight Rover Ltd . 6.9

LR Parts & Equipment Ltd . 0.8
LR-L International Holdings

Bedford Commercial Vehicles
(Trucks and Vans)

1TUBMY




ANNEX A

-PROFIT AND CASH FORECASTS FOR COMBINED BUSINESSES

£m 1986/8
3 yr total
PBIT
Trucks
Vans
4 x 4

Other (incl parts)

CASHFLOW
Trucks
vans

4 x 4

Other

GM CONTRIBUTION TO COMBINED BUSINESSES

£m 1989

CASHFLOW

Trucks - Leyland alone
Combined businesses
Leyland alone
Combined businesses
Leyland alone

Combined businesses

1TUBMZ
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TO: Department of Trade and Industry ATTACHMENT 1

72730

WORKING LEVEL DRAFT
February 17, 1986

During the course of the talks which led to the execution of comprehensive
agreements for the acquisition by GM of LR-L and the consolidation of those
operations with its Bedford operations, representatives of the Department of
Trade and Industry and representatives of GM had a number of discussions
regarding the future of the new entity.

GM was very pleased to find that GM and Her Majesty's Government shared the
common goal of fostering a profitable, internationally competitive commercial
vehicle operation based in the U.K. For GM's part, achievement of this goal
facilitates GM's corporate objectives of providing high quality transportation
products for its customers worldwide and earning an acceptable return on its
investment. GM understand that from the standpoint of the Government, the
existence of a profitable, competitive domestic commercial vehicle operation
is a high priority in order to provide secure jobs in the long term and to
generate tax revenues.

Furtner, the combined Bedford/LR-L operations, having gained important
efficiencies through rationalization, will form a strong base from which to
build GM's overall European commercial vehicle business. GM believes that
concentrating these efforts in the U.K. has major advantages and is consistent
with its long-standing participation in the U.K. commercial vehicle business.

GM's representatives had discussions with you on GM's plans for the new
organization with respect to product, manufacturing, exports, and future
investments. As indicated, these plans represent GM's current thinking based
on the state of the international commercial vehicle industry today and GM's
best projections for the future. At the same time, both parties recognize
that it would be unrealistic to believe that these plans could be maintained
if substantially changed circumstances, such as a sustained economic downturn,
made them inconsistent with the mutual goal of GM and Her Majesty's Government
of maintaining a profitable, internationally competitive U.K. commercial
vehicle operation. Of course, one important factor affecting GM's ability to
operate on a profitable basis and offer competitive products is the continuing
support of the U.K. government in fostering a suitable environment for
maintaining viable manufacturing industries in the U.K.

Thus, subject always to operating profitably and being able to offer
internationally competitive products, GM indicates that its current plans for
the new operation are as follows:




1. PRODUCT

GM's plans are that the new operation offer a full line of internationally
competitive commercial vehicles, including a broad range of vans, light,
medium and heavy duty trucks, 4 x 4's and speciality and military vehicles.
The product range will initially be based on the best of the LR-L and Bedford
products, with new products being added and developed as appropriate, drawing
on the strengths of the combined entities, as well as GM's worldwide product
availability and design and development resources.

2. LOCAL CONTENT LEVELS

GM's plans with respect to existing model lines are to maintain EEC and
British manufactured content levels commensurate with those currently being
achieved by LR-L and Bedford. With respect to future model lines, GM aims to
achieve levels broadly similar to current levels.

3.  MANUFACTURING

GM recognizes that there can be many benefits resulting from its achieving and
maintaining a viable commercial vehicle manufacturing base in the U.K. GM
plans call for the U.K. to continue as the major GM manufacturing base in
Europe for the commercial vehicles referred to in paragraph 1, consistent with
GM's desire to offer high quality, competitive vehicles, and with the Solihull
plant of Land Rover being retained, with flagship status, as the main
manufacturing base for Land Rover products, which will continue to have a
special British character, consistent with the same desire to offer
high-quality, competitive vehicles.

4. EXPORT

GM plans that the new operation will, over time, significantly increase its
level of exports and become a strong and viable competitor in the European
commercial vehicle industry. GM also intends to accelerate current North
American export plans for the Land Rover products by substantial sales through
its existing distribution network. The level of these exports will, of
course, depend on various factors, including manufacturing costs and exchange

rates.

5. RESEARCH AND DEVELOPMENT

GM will continue to concentrate its European-based research and development
acitivities for commercial vehicles in the U.K. GM believes that the combined
Bedford/LR-L research and design facilities and capabilities will be cost
effective and benefit from access to GM's worldwide technological resources.




6.  FUTURE INVESTMENTS

s of the European commercial vehicle operations
created by the combination of LR-L and Bedford. In this regard, capital
expenditures and development expenses in the U.K. are estimated to total i240
million in connection with the Truck and Van businesses in the five years
following the acquisition. Projections which have been made available to GM
indicate capital expenditures for the Land Rover business of approximately
£135 million over the same period. GM believes that these plans are quite
appropriate and reasonable, but wishes to confirm them after a full evaluation.

GM trusts this letter accurately reflects our mutual understanding. If you
NS regarding these matters in the future, or i

should desire specific information as has been the ' i

Bedford, GM would be happy to accommodate you.

Sincerely yours,




British Leyland

British Leyland

3.31 pm

The Secretary of State for Trade and Industry and
President of the Board of Trade (Mr. Paul Channon):
With permission, Mr. Speaker, I wish to make a
statement.

As I informed the House on 19 February, an invitation
was extended to interested parties to declare by 4 March
a firm intention to make a bid for one or more of the Land
Rover, Freight Rover, Leyland Trucks and related
businesses.

I can now report to the House that appropriate
declarations have been made to BL's bankers by Schroder
Ventures on behalf of some institutions and some members
of BL management in respect of Land Rover, Range Rover
and Freight Rover; by Lonrho in respect of Land Rover
and Range Rover; and by Aveling Barford in respect of
Land Rover only. General Motors has also confirmed its
intention to make a bid for Land Rover, Range Rover,
Freight Rover and Leyland Trucks.

The Laird Group and Aveling Barford are each in
discussion with BL regarding the acquisition of Leyland
Bus, for which proposals on behalf of some members of
the management are also expected. Discussions in relation
to Leyland Bus are taking place over a slightly different
timescale from those concerning other Land Rover-
Leyland businesses. I shall make a further statement to the
House on these in due course.

The BL board is giving careful consideration to all the
proposals received on or before 4 March and I hope to have
its recommendations shortly. The board and the
Government remain anxious to end the present uncertainty
surrounding the businesses as soon as possible in the
interests of the companies, management and work force
and dealers and suppliers.

[ take the opportunity to inform the House of a
forthcoming change in the chairmanship of BL. Sir Austin
Bide’s appointment as chairman of BL was extended in
late 1984 on the basis that he would continue as chairman
until a convenient moment for his retirement was reached.
Sir Austin has kindly agreed to remain as chairman until
decisions have been made on the future of the main Land
Rover-Leyland businesses. That will represent the start of
a new phase in the development of BL and, on my
nomination, the BL board proposes to invite Mr. Graham
Day, at present chairman of British Shipbuilders, to join
the board and to become full-time chairman of BL at a date
to be determined. I express the Government’s thanks and
add my warmest pesonal tribute, to Sir Austin, under
whose leadership BL has achieved notable progress.

I am appointing Mr. Phillip Hares, the present deputy
chief executive and board member for finance of the
corporation to succeed Mr. Graham Day as chairman of
British Shipbuilders.

Mr. John Smith (Monklands, East): As this tangled
web becomes more and more confusing and complex, is
it not clear that the Government should never have
departed from the concept of British Leyland remaining a
integrated and public sector operation strongly supported
by the British Government?

Will the Secretary of State confirm that the Government
approached General Motors as long ago as April 1984, and
for 18 months General Motors has been able to consider

168
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and negotiate its position, while all other bidders have
been given little more than 20 days? Does that not show
that the Government were already predisposed to sell the
lot to General Motors? In view of the representations made
to the Minister of State by my right hon. Friend the
Member for Swansea, West (Mr. Williams) and my hon.
Friends the Members for Blackburn (Mr. Straw) and for
Preston (Mr. Thorne), why is it that Lancashire
Enterprises Ltd. does not appear in the list of those
permitted to make a bid for parts of the operation?

What will the time scale be? Is it correct, as is widely
rumoured, that the Government will impose a time scale
whereby the whole operation has to be completed by the
end of this month? Given the fact that the Secretary of
State confirms that the only bidder for Leyland Vehicles
is General Motors, has that not put the Government in a
hopeless position whereby General Motors will be able to
insist on acquiring Land Rover as a condition for acquiring
Leyland Vehicles? How do any sensible Government put
themselves in such a hopeless bargaining position?

After this asset-stripping operation is completed, what
will the new chairman be chairman of? Should he not be
called chairman of Austin Rover? The Secretary of State
will have seen a report on the back page of the Financial
Times today, of a speech by Mr. Bob Lutz, chairman of
Ford of Geneva. The article says:

“Ford was willing to restart talks about a possible takeover of

Austin Rover . . . He said the Government had panicked
recently when it told Ford to end the talks”.
What is the Secretary of State’s comment on that? In view
of that ominous statement, will he give us a crystal-clear
guarantee that, throughout the lifetime of this
Government, there will be no talks by the Government, or
by British Leyland at their instructions, with Ford about
the Austin Rover Group?

Mr. Channon: I shall try to deal with the points that
the right hon. and learned Gentleman has raised. What he
said about selling is unreasonable. It has been known for
many years that the Government had every intention of
privatising British Leyland and its component parts. That
has been known ever since the last general election. There
is no question of reopening talks with Ford or Austin Rover
and any rumours to that effect I disown and reject. I am
satisfied that bidders had adequate time to put in a firm
indication of interests. We shall study them carefully on
their merits, and there is no question of any Member of the
Government having made up their minds before these
careful considerations have taken place. I assure the House
that that is the case. [HON. MEMBERs: “That is not what
the Prime Minister said.”] That is indeed what my right
hon. Friend said.

We shall consider carefully the indications of interest
that have come in. As to Lancashire Enterprises Ltd.,
people from it had meetings with my hon. Friend the
Minister of State early yesterday, and every assistance was
given to it to try to get it into a position to make a firm
indication of interest, but I understand that by last night
it had not given any such indications.

Mr. Michael Grylls (Surrey, North-West): Does my
right hon. Friend agree that, whatever the outcome of the
consideration of these different bids, parts of BL are now
desirable packages and it is a good thing to have several
different bidders so that one can choose from them? Does
he accept that Government are no longer a good owner
because these businesses need considerable sums of capital




Oral Answers

African National Congress

12. Mr. Caborn asked the Secretary of State for
Foreign and Commonwealth Affairs if he will give an
account of the circumstances appertaining to, and the
dicussion during recent meetings between, the African
National Congress and representatives of Her Majesty’s
Government.

Mrs. Chalker: We arranged the meeting in Lusaka on
3 February between a senior official of the Foreign and
Commonwealth Office and representatives of the African
National Congress to reinforce the urgent need for
dialogue within South Africa, and the general suspension
of violence called for in the commonwealth accord.

Mr. Caborn: I welcome that statement. I also
welcome the hon. Lady’s recent speech in which she
called for the unconditional release of Nelson Mandela,
and said that that would show to the world that South
Africa meant business. Does she not find a twinge of
inconsistency in calling for that release, but being
unwilling to meet representatives of the African National
Congress in London?

Mrs. Chalker: There is absolutely no inconsistency.
We have always said that we believe that the unconditional
release of Nelson Mandela would constitute a major act of
national reconciliation in South Africa, and could provide
the impetus for genuine dialogue for a peaceful settlement.
We have stressed the importance of that move to the South
African Government. In the same way, the official level
contacts with the ANC are also to promote dialogue and
to get it to renounce violence, and so to bring a peaceful
end to the present awful position in South Africa.

Mr. Forth: Will my hon. Friend confirm that meeting
ANC representatives in no way condones or supports the
techniques of terror that they are prone to use in South
Africa? What would be her reaction if a foreign country
approached Her Majesty’s Government to make
representations on the legitimate imprisonment of one of
our citizens?
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Mrs. Chalker: My hon. Friend is right. In no way du.
we condone violent behaviour. However, I must tell him
that when a foreign Government approach us, we consider
each approach on the facts as they are known to us. One
cannot give a blanket response to cover the wide variety
of approaches with which we must deal from many
different countries.

Falkland Islands

13. Dr. Marek asked the Secretary of State for
Foreign and Commonwealth Affairs what discussions he
has had with European Economic Community partners
concerning the United Kingdom’s attitude to negotiations
with Argentina over the Falkland Islands; and if he will
make a statement.

Mr. Eggar: As [ explained to the House on 18
December 1985, our EC partners are briefed, as
appropriate, on the international aspects of our Falklands
policy, bilaterally and within the framework of European
political co-operation. We have ensured that they are
aware of our commitment to the Falkland islanders, and
of our desire for better relations with Argentina.

Dr. Marek: Is the Minister aware that one step along
the path towards normalising relations with Argentina
would be to end the unprincipled and extremely damaging
fishing free-for-all in the waters round the Falkland
Islands? Is he aware that many hon. Members, the
islanders and Argentina want it ended? If he cannot get
anywhere at the Food and Agriculture Organisation talks
in Rome, will he do something himself quickly?

Mr. Eggar: We share the hon. Gentleman’s anxiety
about fishing off the Falklands. As he knows, we are
actively pursuing efforts to achieve agreement on
multilateral arrangements for fisheries under the auspices
of the FAO. We have urged other Governments to co-
operate with the FAO, and we were heartened by the signs
that Argentina is ready to support the FAO initiative.
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'nvc.xlmcm if they are to keep up with the international
market, and the Government will always have more
pressing demands on their money for things such as
schools and hospitals, and industries in which they have

an interest will always come bottom of the list? The sooner

these firms are returned to the private sector, the better for
the firms, the better for production and the better for the
people who work in those firms.

Mr. Channon: [ entirely agree with my hon. Friend.
He has made three very important points. First, he draws
attention to the fact that, under this Government, British
Leyland is in a much better state than it was when the
Opposition had control of it. Secondly, it is quite true that
large sums of capital investment are required in various
parts of British Leyland if they are to be in a position to
compete in the long term. Thirdly, what we are trying to
do and what we shall continue to try to do is to secure the
long-term commercial future of these industries and the
jobs of the people who work in them.

Mr. David Steel (Tweeddale, Ettrick and Lauderdale):
Having talked yesterday to both the management and the
shop stewards at Land Rover, may I put a question to the
Secretary of State that I have asked repeatedly both of him
and of the Prime Minister? What formal consultations will
there be with the 8,000 employees of Land Rover about
their future before decisions are made? We appreciate that
in terms of making a fast buck or short-term employment
the case for selling the whole organisation to General
Motors must seem attractive to the Government, but in
terms of the long run—the design, manufacturing and
engineering capacity of this country—surely it is worth
while to take a little longer and to try to find British-based
solutions for each division of the company?

Mr. Channon: On the right hon. Gentleman’s last
question, I think I am right in saying that Mr. Andrews
makes it clear in his letter that he is anxious for a quick
solution because he thinks that it is very damaging if this
uncertainty drags on. I cannot therefore agree with the
right hon. Gentleman that we should take a long time. We
want to have a reasonable period in which to consider the
indications of interest that have been expressed and to put

forward proposals that meet the best long-term interests of

the companies concerned. There the right hon. Gentleman
and I are at one. Consultation with the work force is a
matter for the companies concerned. They tell me that they
are keeping their work force informed continually and that
they will continue to do so. My hon. Friend the Minister
for Industry has received deputations from the work force
and from the trade unions and we shall be delighted to
continue to do so.

Mr. Hal Miller (Bromsgrove): Will my right hon.
Friend confirm that not only was it the long-standing
policy of the Government to return these businesses to
private ownership once they were profitable but that that
was also the declared policy of the British Leyland board
and of the subsidiary boards? Will he also confirm that we
should welcome the fact that these enterprises have
become successful, that a return to the private sector is
now possible and that the Government’s decision will be
based upon the best interests of those who work for and
supply those companies?

Mr. Channon: My hon. Friend is entirely right. As I
have explained to the House on a number of occasions, the
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BL board agrees with that policy. It is entirely right that
these subsidiaries should be returned to the private sector.
If the Opposition had been in power, the companies
certainly would not be in a profitable state.

Mr. Terry Davis (Birmingham, Hodge Hill): Will the
Secretary of State confirm that Freight Rover has
consistently made a profit on the manufacture and sale of
Sherpa vans in this country, whereas General Motors is
making a loss on its van operations in this country? Will
he also confirm that Freight Rover is now selling more
vans than General Motors is selling in this country? Does
he agree that for General Motors to take over Freight
Rover would be for a loser to take over a winner?

Mr. Channon: [ had better give the hon. Gentleman
the figures for 1983 and 1984 for Land Rover (UK) Ltd.
[ can give him the published figures for the first half of
1985; I do not have the later figures. In 1983, Land Rover
(UK) Ltd.—which includes Land Rover, Freight Rover
and parts and equipment—made a loss of £14-5 million.
In 1984 there was a small profit of £2:4 million. In the first
half of 1985 the profit, before interest and tax, was £5-7
million.

Mr. Davis: Freight Rover.

Mr. Channon: Of course, one has to split the figures
between Freight Rover and Land Rover. I agree with the
hon. Gentleman to the extent that, in so far as one can
appropriately work out.the interest payments and apportion
them correctly, Freight Rover is more profitable than Land
Rover.

Mr. John Mark Taylor (Solihull): In considering the
options for the future of Land Rover, will my right hon.
Friend take all factors into account and not merely the
biggest bid?

Mr. Channon: Yes, I have explained to the House that
we are trying to seek the best long-term future for the
companies and, as my right hon. Friend the Prime Minister
said yesterday, for the jobs of those concerned.

Mr. Tony Benn (Chesterfield): May I ask the Secretary
of State about the interests of the American Government
in this sale? Have the Government been in touch with the
United States Government and is it a fact that General
Motors has been able to say to the British Government
that, if it is allowed to acquire parts of British Leyland,
the United States will place orders with British Leyland
following the sale and that that is the real reason why the
sale is going through?

Mr. Channon: No, Sir; I repudiate what the right hon.
Gentleman says.

Mr. David Madel (Bedfordshire, South-West): In
relation to the bid from General Motors, can my right hon.
Friend assure me that the Government will be seeking
clear and firm assurances from General Motors on the
future of jobs and investment in the Bedford truck plant
in Dunstable before deciding whether to accept GM’s bid?
There is great anxiety in Dunstable, for obvious reasons.

Mr. Channon: Yes, I understand my hon. Friend’s
concern and naturally I shall want to discuss that matter
before coming to any decision. Indeed, we should discuss
what will happen in either eventuality — whether the
General Motors bid goes through or whether it does not.

Mr. D. N. Campbell-Savours (Workington): Is it true
that the chief executive of the Laird Group has written to
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the chairman of British Leyland saying that the only basis
on which Laird is willing to take over Leyland Bus is if
the two plants at Workington and Lowestoft are closed and
the Farington plant reduced but retained? Will the
Secretary of State rule out that option today at the Dispatch
Box? Will he also give me the assurance that in the event
that the management buy-out is submitted and is fully
funded, it will be given the maximum consideration by the
Department, but that if it is not fully funded it will still be
treated as a new corporate plan and an alternative option
for a Leyland Bus reporting direct to the Leyland board
and being retained in public ownership?

Mr. Channon: On the hon. Gentleman’s last point, we
shall naturally consider any properly funded management
buy-out proposals from the management of Leyland Bus.
Indeed, I say in my statement that we expect that proposals
may come. We shall naturally consider them carefully.

[ understand that Laird has given a preliminary view of

its proposals to British Leyland. Nothing final has been
proposed and we shall consider that on its merit on the
same criteria — what will be best for the long-term
commercial future of the company.

Mr. Anthony Beaumont-Dark (Birmingham, Selly
Oak): Will my right hon. Friend accept that, as my hon.
Friend the Member for Solihull (Mr. Taylor) said, when
we come to a solution as to how the Land Rover problem
in particular is to be dealt with, we shall not be
preoccupied with making a quick buck—the best sum—
but what is in the best long-term interests of the motor
manufacturing companies of Britain?

Bearing in mind the Government’s preoccupation with
those over the other side of the Atlantic solving our
problems, was there no British industrialist who would
have had the confidence of the manufacturing entities in
Britain who could have been appointed instead of yet
another person from across the Atlantic? There are good
people in Britain who have the confidence of the
manufacturing companies in the west midlands and the
whole of Britain. Why always overseas?

Mr. Channon: I am rather surprised by my hon.
Friend’s last point. Mr. Day is a British citizen and he
comes from Canada. That has not usually debarred people
from appointment in Britain. As to my hon. Friend’s first
point, I can confirm that we are looking at the long-term
interests of the companies concerned.

Mr. Andrew Faulds (Warley, East): As to the work
forces and the managements of the various parts of BL, is
it a question of management informing the work forces
about developments or consulting the work forces about
developments?

Mr. Channon: The management and the work force
must carry out the normal procedures in cases of this kind.
[ am extremely anxious, as my hon. Friend the Minister
of State has shown, to receive deputations, if they are
appropriate, from any of the trade unions that wish to come
and see me and make their case direct to the Government.

Mr. Richard Page (Hertfordshire, South-West): May
I endorse the calls by my hon. Friends for a long-term
solution and ask my right hon. Friend to ignore the siren
voices for short-term expediency? Has not the way in
which the Opposition have tangled the publicity on this
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matter added to the time constraints faced by my right hon.
Friend in finding the right solution and restoring market
confidence to British Leyland as soon as possible?

Mr. Channon: My hon. Friend is entirely right. It is
essential to bring these talks to a reasonably early
conclusion after full consideration has been given to these
matters. I repeat what [ have told other hon. Members: we
are anxious to achieve the solution that is best in the long-
term interests of those in the company.

Mr. Stan Thorne (Preston): Is the right hon.
Gentleman aware, following the meeting yesterday
morning with the Minister, that Lancashire Enterprises
Ltd. sent a telex to Hill Samuel stating its intention to
make a bid? Will the right hon. Gentleman confirm that
that has not happened?

Mr. Channon: My information is that the company
had not, by the close of play, expressed a firm indication
—[HoN. MEMBERS: “Play?”]

Mr. Dennis Skinner (Bolsover): Public schools

coming out now.
Mr. Speaker: Order. The Secretary of State.

Mr. Skinner: The right hon. Gentleman should declare
his innings.

Mr. Channon: I shall answer the question if [ am
allowed to do so. My hon. Friend the Minister saw a
deputation yesterday led by the hon. Member for
Blackburn (Mr. Straw). The deputation was given a full
opportunity to declare a firm indication of interest but it
did not do so.

Mr. John Carlisle (Luton, North): Will my right hon.
Friend accept that there is some significance in the fact that
only General Motors has bid for the whole package,
including the loss-making aspect of Leyland Truck? Will
my right hon. Friend refute the allegations by the
Opposition and by my right hon. Friends the Members for
Old Bexley and Sidcup (Mr. Heath) and for Henley (Mr.
Heseltine) that General Motors is not a good employer?
We in Luton refute those allegations and look forward to
the amalgamation of the two companies.

Mr. Channon: [ am sure that General Motors has been
an excellent employer in the Bedford region. I think that
that is well recognised.

Mr. Skinner: What is the right hon. Gentleman’s
average?

Mr. Channon: Very bad, [ would say. My hon. Friend
the Member for Luton, North (Mr. Carlisle) is quite right.
We must consider what will be best in the long-term
interests of the truck industry.

Mr. Dave Nellist (Coventry, South-East): Is the right
hon. Gentleman aware of the overwhelming opposition of
trade unionists inside Leyland and of working people in
Coventry, the midlands and elsewhere to selling off to
private profiteers, whether American or British, any part
or all of Leyland? Will the right hon. Gentleman get in
touch with the Leyland board and condemn its actions in
the past two weeks in attempting to soften up the work
force by dismissing two Transport and General Workers
Union conveners at Land Rover, Solihull and Unipart,
Coventry for their stated opposition to privatisation?
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Mr. Channon: [ regret that [ am unlikely to be able to
please the hon. Gentleman in conducting these
negotiations. I think that an early-day motion has been
tabled about the point he raised. That is another matter.

Mr. Patrick Cormack (Staffordshire, South): Can my
right hon. Friend give the House an unequivocal assurance
that the Government would prefer a British solution?

Mr. Channon: We want a solution that is in the best
long-term interests of those involved.

Mr. Norman Atkinson (Tottenham): If the bid from
General Motors for the Leyland heavy vehicle division is
rejected, what contingency plans have the Government
made for heavy vehicle manufacture?

Mr. Channon: We must first of all consider all the
indications of interest that have come in, and then decide
what to do.

Mr. Den Dover (Chorley): Will my right hon. Friend
pay particular attention, if the truck division is separated
from the bus division, to the 2,000 workers at Multipart,
Chorley, which is a highly computerised, extremely
efficient and profitable operation? The workers want to
ensure that they can service both Leyland Bus and Leyland
Truck and other manufacturers in future.

Mr. Channon: [ will certainly bear in mind what my
hon. Friend has said in his important intervention.

Mr. Doug Hoyle (Warrington, North): Will the
Secretary of State accept that he is not playing a cricket
match and that this matter affects people’s livelihoods?
The hon. Gentleman said that he wants a quick decision,
so will he give us the actual timetable as that is very
important? Will the right hon. Gentleman bearin mind that
the employees of British Leyland have no confidence in
being informed by a management that previously denied
that any talks were taking place? It is not information but
consultation that is needed. Can he say what wages will
be paid to the employees? The employees should have a
say in the matter when their jobs are at risk.

Mr. Channon: [ have already answered the hon.
Gentleman’s last point in the reply that I gave to his hon.
Friend the Member for Warley, East (Mr. Faulds). In reply
to his point about the speed of the decision, I have tried
to explain to the House on a number of occasions that we
want the quickest conclusion possible that is consistent

with arriving at a decision after a detailed examination of

the indications of interest that have been put forward. It
is in no one’s interest that the matter should be dragged
out. I cannot today say what the timetable is, as a detailed
study has not yet been made of the indications that have
come forward.

Mr. John Stokes (Halesowen and Stourbridge): Is my
right hon. Friend aware that the main concern among the
hard-headed workers in BL is the security of their jobs?
They do not like the politicking on the Opposition
benches. Is my right hon. Friend further aware that not all
BL employees and BL suppliers wish to remain pensioners
of the taxpayer?

Mr. Channon: [ am grateful for my hon. Friend’s
comments, and I agree with them.

Mr. Robin Corbett (Birmingham, Erdington): What
time scale has the Secretary of State given to the British
Leyland board? Is the Secretary of State aware of the
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complaints from bodies such as the West Midlands
enterprise board that they were denied access to
information from British Leyland? Will he ensure that all
those who need information to which General Motors has
had access for about 18 months, will now get that
information?

Mr. Channon: [ am assured that anyone who has asked
for information has received it. I have already tried several
times to answer the question about the time scale. We shall
be as quick as we can but the matter will require some
study and the House would expect that proper study would
be made before proposals were put forward.

Mr. Robert Adley (Christchurch): On that last point,
is my right hon. Friend aware that I was informed this
morning that Lonhro was unable to have meetings with the
management of BL, was unable to meet the work force and
was not supplied with the information which it would have
normally have expected to receive if it was to put in a bid?
Will my right hon. Friend give the House a simple,
straightforward assurance that what I have just said is
wrong and that all the bidders were provided with precisely
the same information as was available to General Motors?

Mr. Channon: Lonhro and everyone else who asked,
was given a packet of information which I am assured by
my advisers, as well as by the advisers to BL, was normal
practice. Lonhro has made a firm indication of interest and
we shall treat that seriously and consider the proposals.

Mr. Ian Wrigglesworth (Stockton, South): Does the
Secretary of State accept that the motor industry plays a
central and strategic role in manufacturing industry in any
country in the western world? Will he therefore give us an
assurance that at least one motor manufacturer in this
country will remain under the control of people in this
country so that that strategic role can be properly
performed?

Mr. Channon: [ have already told the House, in
answer to the right hon. Member for Chesterfield (Mr.
Benn), that there is no question of any talks going on in
connection, for example, with Ausin Rover. I think that
that answers the hon. Gentleman’s point.

Mr. Alan Howarth (Stratford-upon-Avon): Does my
right hon. Friend accept that those who are prepared to be
rational on this subject are actually much more numerous
than he may have supposed at times in recent weeks and
today, that they agree with him that British Leyland ought
to be in the private sector and that if it is to be successful
there, it will need access to substantial capital and to major
markets? If British participants are credibly able to offer
those benefits, so much the better. Would my right hon.
Friend agree that last-ditch little Englander attitudes
threaten jobs and the future prosperity of British Leyland?

Mr. Channon: I am sure that my hon. Friend is right.
We must have a solution that takes account of the points
that he has made and one that is in the interests of those
who will work in the industries and so keep a viable
industry in this country.

Mr. Harry Ewing (Falkirk, East): Is the Secretary of
State aware that, under the chairmanship of Graham Day,
more than 20,000 employees of British Shipbuilders lost
their jobs and that, far from giving BL employees
confidence in the future, Graham Day’s appointment alone
will strike fear into their hearts? Will the Secretary of State
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confirm that the bid from General Motors includes a
substantial sum for the immediate declaration of 1,000
redundances in BL and that GM is on public record as
saying that 1,000 people will lose their jobs almost on the
day that it takes over BL?

Mr. Channon: None of the indications of interest have
been examined in detail, but that is clearly a point that one
would wish to consider in detail with anyone who comes
forward with suggestions. I am surprised at the hon.
Gentleman’s comments about Graham Day as he was
appointed by the Labour Government in the mid-1970s.
The hon. Member for Liverpool, Walton (Mr. Heffer) said
of Graham Day:

“He was well thought of on Merseyside, particularly in
Cammell Laird. He did a first-class job.”—/[Official Report, 9
December 1976; Vol. 923, c. 629.]

[ can give quotations from any number of Labour Members
if the House wishes.

Several hon. Members rose

Mr. Speaker: I will call those hon. Members who have
been rising in their places.

Mr. Tony Favell (Stockport): If the talks between
Austin Rover and Ford are truly dead, will my right hon.
Friend tell the board and workers of Austin Rover to get
their fingers out because in the past 25 years British car
manufacturers’ share of the home market has dropped
from 90 per cent. to 34 per cent.? Does he agree that if
yesterday’s prophecy by the chairman of Ford (UK) turns
out to be right and the abandonment of the talks turns out
to be a tragedy for Britain leading to widespread job losses
and Austin Rover ends up in the lap of Honda of Japan,
a lot of people will have a lot to answer for, including
Members of Parliament who blocked that deal?

Mr. Channon: I agree to some extent with my hon.
Friend — at least to the extent that it is exceedingly
important for Austin Rover to increase its share of the
United Kingdom and European car markets. It has under
4 per cent. of the European car market. [ very much hope
that it will achieve that increase. It has already made some
improvement and I hope that that will continue.

Mr. Eddie Loyden (Liverpool, Garston): Will the
Secretary of State resist making quick decisions on this
matter and give careful consideration to the long-term
future of the British car manufacturing industry? Will he
now respond to the question asked by my hon. Friend the
Member for Warrington, North (Mr. Hoyle) and say what
weight he believes should be given to the opinion of the
work force about the future of the industry in which they
work?
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Mr. Channon: We will, of course, give careful '

consideration. We must try to achieve reasonably speedy
but careful consideration. The House must understand that
the two aspects are not necessarily inconsistent. I hope that
the closest talks will take place with the work force.
Indeed, the companies concerned tell me that they are
engaged in talking to the work force, and my colleagues
and [ are very happy to receive any further deputations.

Sir Paul Bryan (Boothferry): Can my right hon. Friend
explain why Labour Members are happy to implore the
Japanese Nissan company to set up in this country but will
have nothing to do with co-operation with American
companies which have already supplied far greater and
better employment than BL in the past 20 years?

Mr. Channon: It is impossible for me to explain the
workings of Labour Members’ minds.

Mr. Bill Michie (Sheffield, Heeley): Have BL workers
and ex-BL workers who have a share interest in BL been
properly and legally consulted in this matter?

Mr. Channon: I understand that all legal requirements
are taking place. Now that the indications of interest are
in, it is essential that the usual procedures be followed.

Mr. Frank Dobson (Holborn and St. Pancras): What
interest has Aveling Barford shown in Leyland Bus and
how is that company’s interest connected with the Laird
bid?

Mr. Channon: So far, we have had only preliminary
indications from Aveling Barford. Subject to correction,
[ do not think that there is any connection with the Laird
Group. I will certainly take advice on that, but I am not
making a statement about Leyland Bus today.

Mr. Jeff Rooker (Birmingham, Perry Barr): Just as BL
came into the public sector largely by accident, are we not
in danger of getting rid of it by accident? Is the Secretary
of State bound to accept the views of the BL board, as he
said in his statement? What is wrong with workers having
a vote in their own and their families’ future?

Lastly, will the Secretary of State place in the Library
a copy of every statement made by Ministers since the last
general election which could be taken by business men
outside as an invitation to the effect that BL or parts of it
were up for auction? Where is the evidence for that and
can it be placed in the Library?

Mr. Channon: My own statements in the past month
would fill a book, so anxious has the House been to hear
from me in the past few weeks. The House knows that we
have always made it clear that in our view the best future
for the car industry and other industries is a return to the
private sector, which is far better for them than the public
sector.
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LAND ROVER~LEYLAND SALE

The following bids have been received:

Aveling Barford: Land Rover excluding Range Rover
Lonrho: Land Rover

Management buy-out: Land Rover and Freight Rover
GM: Land Rover, Freight Rover & Leyland Trucks

i e s e

L

All the bidders are also interested in various of the

e s———————

overseas subsidiaries. All the other interest in Leyland

e s ——

Trucks has éQaporated, and unless the GM deal goes through

its future (and that of Bedford) must be bleak.

—— ———

GM have never formally split their £230m offer into

~————

constituent parts but indications during the negotiations

suggest their price for Land Rover on its own would be

If a generous £10m is ascribed to the Truck
business, this leaves £20m as the price for Freight Rover.

a————

On these assumptions, the comparison of bids is as below:

Land Rover only

|
2.
3.

2.

* This includes taking over £30m of leasing commitments
et 2. Sl it

which GM is, conservatively, not assumed to do.

— —

e
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Aveling Barford and Lonrho's bids appear to be all cash

whilst the management buy-out bid is £84m in cash and £30m

s ey
———

in loans. The GM bid is £154m cash and £76m in loans.
’—————————'_. ——_’

On any realistic commercial basis the GM bid is best, and
overwhelmingly so when the disposal of Leyland Trucks is
also taken into account. The Annex to this paper discusses
the performance of the individual BL companies and what each

of the bidders will contribute.

Aveling Barford is a British company but foreign-owned in
just the same way as Bedford. Lonrho is of course British
but they indicate they might take 'a minority technical

partner akin to the Honda/Austin Rover relationship'.

GM will maintain the British identity of Land Rover, keeping
the bulk of manufacture and R&D in the UK. They are
prepared to give assurances that the UK content of both
existing and new models in Land Rover and Leyland Trucks
will be maintained at broadly current levels. GM are aléo
prepared to find ways of avoiding the closure of Freight

. o
Rover in the immediate future.

S

/

Conclusion

Price and employment argue strongly in favour of GM.
Presentationally BL would be wise to hold further

discussions with the other bidders and supply them with more

PRI

iqﬁgggg;ign, but this should not alter their preference for

GM. When BL report,Government must be ready with a

propaganda campaign to explain the decision.

e ————

_2_
CONFIDENTIAL




CONFIDENTIAL

LEYLAND BUS

DTI intend to take a decision on Leyland §E§ by the end of
the month. The Laird Group have put in a sensible bid which

involves taking over the bus plant of Leyland in Lancashire

but not buying the ones at Lowestoft or Workington. Aveling

Barford have yet to do more than express interest, Volvo
have now withdrawn, and a management buy-out for the whole
business seems highly improbable. Workington will therefore
close with the loss of some 400 jobs but a local management
buy-out of the Lowestoft planrcould be possible. The Laird
bid should be progressed quickly before Leyland Bus runs up

yet larger losses.
m

UNIPART

The Charterhouse Japhet bid is running into difficulties

with a strike at Unipart itself, the House of Lords decision

on copyright, still worse problems on stock losses emerging
—————

——— e s
at Edmunds Walker, and as yet no agreement from BL to paying

their accounting and legal costs in the event that BL reject

the Charterhouse proposal. These problems are not

insuperable. The House of Lords decision damages Austin

Rover who take the bulk of the profit on the spares far more

than Unipart, who also gain by being able to more-easily
— —
sell spares for other manufacturers' cars. But there is no

doubt that if the sale is to succeed then Charterhouse are

going to need more encouragement than has been forthcoming

ot e ———
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LAND ROVER LTD

1983

Profit Before Interest 3 (14) 1 2

Profit After Interest {+3¢) (39) (4) (8)
and tax

Assets Employed 192 153 160 170

Manpower (000s) el 9.5 8.9 Besk

Sales (£m) 368 306 338 395
Unit Sales: Land Rover 39.9 29e 26.4 3103
(000s) Range Rover . o | 125k 1 o Ay 1535

A\
The Land Rover and Range Rover products are no longer
/ TR S

unique. Their share of the world (open) markets have fallen
S— e ———

from 16% in 1981 to 13% in 1985, and the decline is expected

—_—

to continue. In the UK the Japanese have caused Land

Rover's share to fall from just under 60% in 1981 to just

over 40% today. In 1985 there were 6,741 Land Rovers sold

in the UK compared to the 6,140 Jaﬁﬁnese equivalents made by

. . . . . '-__ﬁ.\'
Diahatsu, Mitsubishi, Nissan, Suzukl, Subaru and Toyota.

Despite the losses Land Rover has made in each of the last

four years it continues to forecast profits for future

years. Latest plans are for a profit before interest of

£20m in 1986 rising to £50m by the end of the decade. This
is based on a forecast increase of nearly 50% in Range Rover
sales over the next four years even though performance over

the last four years has been static.

If Land Rover is to stem the Japanese tide and break into
the US market then it will need strong financial backing

and a lot of marketing musdle. Only GM can offer both.

backing, but the management buy-out can offer neither.
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FREIGHT ROVER LTD

Profit Before Interest
Profit After Interest

and tax

Assets Employed 18 25 28 28
Manpower (000s) 1:%-3 1.4 156 1+8

Sales (£m) Ba 66 87 112
Units (000s) 13.0 15.8 17T 18.4

Freight Rover has 14% of the British market but makes only
nominal exports. If Freight Rover holds onto this share in
an increasingly competitive market for the rest of the

decade (as it hopes) then it will be doing very well.

Freight Rover's forward projections are considerably more
modest than those for Land Rover. Profits (before interestf
are forecast to peak at £10m in 1988 and then fall back to
half that level by 1990. Cash flow over the period is
negative because of the need to replace the existing Sherpa
Van in 1989 with a new model which will involve a £70m

investment (against an asset base of only £28m).

Making vans is becoming an increasingly international
.—-‘_**

bu§£2§§§ where economies of scale are essential. The link

up with Bedford offers the best hope of achieving this.
Without such a tie-up Freight Rover's future beyond the next
few years must be debatable, and especially with a

management buy-out would have difficulty in funding the £70m

investment in the new model. e —
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APPOINTMERTS IN CONFIDERCE
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BL : STATEMENT

I attach a copy of the latest text of a Statement we propose to
make this afternoon at 3.30pm. At present the final paragraph
remains provisional on Mr Hares' agreeing some fairly detailed
points on his terms and conditions. The hope is that there will
be no problems and that the Statement will be given as drafted.

2 Copies of my letter and its attachment go to the Private
Secretaries of the Lord President, the Chancellor, the Chief
Secretary, the Chancellor of the Duchy, Foreign Secretary, the
Chief Whip and Leader of the House.

buan eonr,
el

J F MOGG
Private Secretary
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STATEMENT : BL

As I informed the House on 19 February, an invitation was
extended to interested parties to declare by 4 March a firm
intention to make a bid for one or more of the Land Rover,

Freight Rover, Leyland Trucks and related businesses.

1 can now report to the House that appropriate declarations
have been made to BL's bankers by Schroder Ventures on
behalf of some institutions and certain members of BL
management in respect of Land Rover, Range Rover and Freight
Rover; by Lonrho in respect of Land Rover and Range Rover;
and by Aveling Barford in respect of Land Rover only.

General Motors have also confirmed their intention to make a

bid for Land Rover, Range Rover, Freight Rover and Leyland

Trucks.

The Laird Group and Aveling Barford are each in discussion
with BL regarding the acquisition of Leyland Bus for which
proposals on behalf of certain members of the management are
also expected. Discussions in relation to Leyland Bus are
taking place over a slightly different timescale from those
concerning other Land Rover-Leyland businesses. I shall

make a further Statement to the House on these in due course.

The BL Board are giving careful consideration to all the
proposals received on or before 4 March and I hope to have
their recommendations shortly. The Board and the Government
remain anxious to end the present uncertainty surrounding
these businesses as soon as possible in the interests of the
companies, management and workforce and their dealers and

suppliers.

JF3ADP




I should also like to take the opportunity to inform the
House of a forthcoming change in the Chairmanship of BL.

Sir Austin Bide's appointment as Chairman of BL was extended
in late 1984 on the basis that he would continue as Chairman
until a convenient moment for his retirement was reached.

Sir Austin has kindly agreed to remain as Chairman until
decisions have been made on the future of the main Land
Rover-Leyland businesses. This will represent the start of a
new phase in the development of BL and, on my nomination, the
BL Board propose to invite Mr Graham Day, at present Chairman
of British Shipbuilders, to join the Board and to become
full-time Chairman of BL at a date to be determined. 3
should like to express the Government's thanks, and to add my
own warmest personal tribute, to Sir Austin under whose
leadership BL has achieved notable progress in the most

difficult commercial circumstances.

I am appointing Mr Phillip Hares CBE, the present Deputy
Chief Executive and Board member for Finance of the
Corporation to succeed Mr Graham Day as Chairman of British

Shipbuilders.

JF3ADP
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CONFIDENTIAL

10 DOWNING STREET

From the Private Secretary 4 March 1986

e Yoakatel,

BL
Mr. Gilroy Bevan MP, with Sir Reginald Eyre, Mr. Roger
King, Mr. John Taylor and Mr. Anthony Beaumont-Dark, came to
see the Prime Minister this afternoon about the proposal to
sell Land Rover Leyland. Mr. Morrison was present for the
early part of the discussion.

All five MPs expressed their strong concern about the
possibility that Land Rover and Freight Rover might be sold
to General Motors. They reported the strong opposition of
Conservative supporters and more generally within their
constituencies. None of the MPs was opposed on principle to
a sale. However they argued that to sell to General Motors
would create major political difficulties. Particular
concerns were expressed about the effect on component
suppliers, and Mr. Gilroy Bevan argued that amalgamation of
Freight Rover with the Bedford Vans business would open the
way to increased imports of Japanese products as surplus
dealers switched away from the amalgamated company.

In place of a sale to General Motors, the MPs urged a
management buy out of Land Rover and Freight Rover. They
said the management would expect to pay the financing costs
of the buy out by increased output which would be achievable
within present capacity. The management expected that
within a few years they would be able to seek a flotation to
increase the capital available to the business. The MPs
recognised that this would probably be very profitable for

the management.

The MPs argued that General Motors should be encouraged
to take a minority holding in Leyland Vehicles, along the
lines of the joint ventures which General Motors already had
with Hughes Tools, UDS and Isuzu. Mr. Beaumont-Dark and
Mr. Gilroy Bevan asserted their belief that General Motors
would be prepared to buy Leyland Vehicles without Land Rover
and Freight Rover. (Mr. Gilroy Bevan based this belief on
his discussions with Mr. Bob Price of General Motors.)

CONFIDENTIAL
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There were some differences between those present.
Mr. Beaumont-Dark believed that the commercial arguments
were in favour of accepting the General Motors bid: his
opposition was based on fears about the political effects.
Sir Reginald Eyre seemed to favour a joint venture with
General Motors for Land Rover and Freight Rover, as well as
Leyland Vehicles, if a management buy out did not in the end
prove possible. Mr. Gilroy Bevan appeared to back the
management buy out only provided that it would be followed
by a flotation.

I am sending copies of this letter to the Private
Secretaries to members of MISC 126 and to Michael Stark
(Cabinet Office).

|
(\'_JZ)\//\

\
-E‘LL : )

(David Norgrove)

Malcolm McHardy, Esq.,
Department of Trade and Industry.

CONFIDENTIAL




PRIME MINISTER

UNIPART

You may have seen the recent House of Lords judgment which

said that manufacturers do not have copyright protection for

ey

car spare parts. The judgment may have wider implications,

but the note below gives a first assessment of the effect of

the judgment on Unipart.

(DAVID NORGROVE)
4 March 1986

SRWAQH
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Dear Prime Minister,

I am writing to you on behalf of the Land Rover management group which
has, through Schroder Ventures and with the support of four of the largest
UK financial institutions, made an offer to acquire the Land Rover group
of businesses.

Our initiative has attracted a good deal of public interest and we are now
in a position to write to you about our intentions.

We have three primary aims in taking this initiative.

The first aim is to secure an independent future for the business, with
control located in the UK.

The second aim is to secure sound financial backing for the future, so
that it can succeed and prosper as an independent business.

The third aim is to give all employees in the business the opportunity to
share in its success.

The time allowed to us to gather the necessary financial support in order
to put forward an offer has been very short. We do not complain about
that. Continuing uncertainty is damaging the business and an early
decision is required on its future. 2 g -
Nevertheless the readiness with which the major financial institutions
have agreed to support the management buy-out is an indication of their
confidence in the soundness of this proposal.

The shortness of time available does condition the format of the offer.
We are advised that it is out of the question to organise a Jaguar style
flotation at this time - though our objective, and that of the financial
institutions backing us, is to achieve a Stock Exchange listing and
flotation as quickly as possible. This will enable the British public,

who have shown great support for us and confidence in Land Rover, to join
with us in this business venture by subscribing further new capital to

enable the business to develop and grow.

— [
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The management will have a significant equity stake in the business and we
have agreed with the financial institutions that all other employees
should have the opportunity to contribute to the initial ordinary capital
of the business. \ESfg2_EEE_!EDE—Ehﬂiﬁ_ﬁmnlgzgg§ individually to risk .
substantial sums in e business, but we do want them to have the
opportunity of taking a stake in it with effect from the start. 10% of
the ordinary capital has been set aside for this purpose. ?

[

Her Majesty's Government has asked for assurances about the future in
respect of UK manufacture, UK and EEC content, exports, the development
and maintenance of R and D facilities in the UK, the level of investment,
rationalisation of products and facilities, employment prospects and
product and market synergies. Our objective is to continue the business
broadly in line with present plans. We believe this plan and the
financing behind the offer provides the assurances required.

We should also add that we would wish to maintain close collaboration
links with the Austin Rover Group - we are one of their biggest customers
for engines and cars; with BL Technology - we are a major customer for the
use of their technical facilities and services; and with Istel Ltd, BL's
systems company - we are a major customer for their services. These are
major benefits for Austin Rover and Istel which may not necessarily be
available to the same degree from other potential purchasers of Land
Rover.

We would also wish to maintain close collaborative links with Leyland
Trucks, whoever its future owner may be, particularly in respect of UK and
overseas franchising and distribution where both groups share many
mutually beneficial interests.

In conclusion I should like to add my personal thanks to the BL board and
to the Secretary of State for giving my colleagues and I the opportunity
of making this offer.

It commands wide public support, it is supported by respected city
institutions and it will, I believe, release in ways not possible from any
other offer, the priceless capital of any business - the goodwill and
motivation of all who work in it and for it.

Yours faithfully,

Rt

David R G Andrews
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LAND ROVER DEALER COUNCIL

THE RT HON PAUL CHANNON, PC, MP

SECRETARY OF STATE FOR TRADE AND INDUSTRY

DEPARTMENT OF TRADE AND INDUSTRY

ROOM 803

1 - 19 VICTORIA STREET

LONDON SW1H OET 26th February 1986

Dear ‘J\Q' C»QCLMG'\'\.

May I thank you on behalf of all Land Rover Dealers for the opportunity
to present our views today. All Dealers have been individually
contacted and I can report my findings as follows.

It is felt that Land Rover should ideally remain a British Company
and that it should not be part of the Leyland commercial vehicle
package. Land Rover is a specialist, not commercial vehicle.

The Dealers prefer a management 'buy-out' for the short term thus
enabling the proper considerations to be made for the early flotation

on the stock exchange. In so doing enough capital can be raised %o
EUvﬁﬁrt“mUueT‘H§V€T%§hent. The Land Rover new plant already has the
production capacity to increase volume,

Assurances are sought concerning the newly completed Franchise Plan
and Agreement after nearly two years of negotiation. It is felt that
implementation should not be changed from 1st May 1986,

Many dual franchised Dealers would find profitability difficult to

achieve in the volume car market without the strength of Land Rover
involvement.

A vote of confidence is offered in management at Land Rover who have
succeeded in restoring the viability of the Franchise.

Their major achievements are:

(a) Engineering development and reliability
(b) Quality assured products
(c¢) A much enhanced public relations image

Finally it is felt that the rapid expansion of production to meet
unsure markets would not be wise. It would be better to develop and
build a quality product revered for its durability which would sustain
profit levels sufficient to maintain a viable and British product of
fame and quality.

Yours sincerely
L

J M LIKE (Chairman)

S Y L
i RO ¥

4 ‘«-: EY\\
@)

RANGE ROVER
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From the Minister of State for Industry

Private Secretary to
THE HON PETER MORRISON MP
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Private Secretary %4 i SRR
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BL : POSSIBLE ALTERNATIVE BIDS

[

Jack Straw MP tried unsuccessfully to obtain a debate under S.0 10
today over Lancashire Enterprise Ltd's attempt to get the 4 March
'deadline' extended and complaint about the non-provision of

information. o 55 —

The background and draft briefing for Prime Minister's questions
tomorrow are attached. As you know Mr Straw is to see Mr Morrison
tomorrow at 9.30 am with Alan Williams MP and Stan Thorne MP, and
it seems very likely that the outcome of that meeting will be
thrown back at the Prime Minister in some way or other at her

guestions tomorrow. —_—

e j Y
Subject to the Prime Minister's views, the timie Mr Morrison
proposes to take tomorrow morning is:
e ——————— e —,
i he has naturally had enguiries made as to the
approaches on behalf of the enterprise boards to
Hill Samuel; e I - S5
_

he understands that there were two approaches
to Hill Samuel last week, with the Enterprise
Board's interest only disclosed in one; that
each was told that the information sought could
be disclosed under confidentiality undertakings
provided the identities of the interested parties
were disclosed and there was some reasonable
prospect that they could raise the sort of money
at issue;

1MOBTJ




that neither enquirer had come back to Hill
Samuel;

that Hill Samuel remained ready to provide
information on the basis stated already

(point 1ii); N —

that March 4 was and remains the deadline for
expressions of firm intentions to make an offer
(a copy of the Hill Samuel letter is attached).

but that he would have to consult his
Ministerial colleagues and the BL Board before
the present timetable could be adjusted,

in the light of the urgent need to stop
uncertainty and reach conclusions as soon as
reasonably possible on the future of -the
businesses.

If the Prime Minister has any comment on this line I should be
grateful if you could let me have them by 9.15am tomorrow.

‘J((,’ 3 \: //.'\('Q,(A .

( .
4 ’
MALCOLM /ﬁcw{;
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COMMERCIAL IN CONFIDENCE

PS/Mr Morrison >c PS/Secretary of State
PS/Mr Butcher
PS/Mr Whittingdale
Mrs C E D Bell PS/Secretary
V2a Mr Mountfield
Room 270 Mo Coehistn
Ashdown House Mr Meadway V2
212-0198

3 March 1986

UNIPART PRIVATISATION

IMPLICATION OF THE HOUSE OF LORDS RULING ON COPYRIGHT PROTECTION

I understand that Mr Morrison enquired about the implication
gl-itheshouse oft-Lards "o ulHing:,

I spoke on the telephone to Mr Carver, Director of Business
Strategy, BL, who had discussed this question with Mr Neill,
Managing Director, Unipart, today.

Mr Carver said that BL had yet to make a full assessment of

the implications of the ruling, but the first view was that
sineerreet son Unipart - wolld’ be broadly neutral. More competitors
would come into certain sectors of the market, but Unipart

too would be able to re-source some componento and improve

its margins. Mr Carver's prellmlnary assessment was that the
ruling should not delay privatisation or reduce the price.

We shall be asking BL for a more considered assessment in due
course.

*/C"“\ Lx/

Mits Gk D BEEL

17
1

BOARD OF TRADE
BICENTENARY
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DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
LONDON SWIH OET
Telephone (Direct dialling) 01-215) 518 6
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(Switchboard) 01-215 7877
From the Minister of State for Industry

Private Secretary to
THE HON PETER MORRISON MP

David Norgrove Esg
Private Secretary
10 Downing Street
London

SW1 March 1986
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I attach a copy of the briefing for the Prime Minister's meeting
with Mr Gilroy-Bevan.

: 4
Sincere

(UZUAY
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MALCQLM@EHK;DY

1MOBTM




PRIME MINISTER'S MEETING WITH DAVID GILROY BEVAN MP AND DELEGATION OF
WEST MIDLANDS MPS ON TUESDAY 4 MARCH.

OBJECTIVE

To listen to the views of West Midlands MPs about the possible sale of
Land Rover-Leyland.

LINE TO TAKE

Welcome opportunity to meet delegation. Understand concerns about
employment.

Concern of Government and the BL Board is the long-term future for these
businesses. Although there has been a substantial improvement in BL's
performance much still needs to be done in an increasingly hostile
trading environment. The commercial vehicle industry generally is
suffering from over capacity. In reaching decisions on future of BL's
operating companies and Government must consider the considerable risks
of maintaining status quo.

Leyland Trucks and Leyland bus are still heavily loss-making. Land Rover
and Freight Rover taken together are making a profit at the trading
level but not sufficient to meet the interest on their debt burden. It

must be very difficult for these businesses to finance major investments
in new products and facilities over the next few years. Their future
could best be secured in the private sector rather than in public
ownership.

Only efficient operating units producing competitive products which
people at home and abroad want to buy will strengthen the manufacturing
base and secure jobs in the long term.

The deadline of today (4 March) which BL has set is for firm expressions
of interest, not bids. The time provided is reasonable, in view of the
need to stop this damaging period of uncertainty.

Before coming to any final conclusions on the future of BL's operating
companies, the Government will wish to consider all the possible options

on their commercial merits, subject to the need to minimise delay.

European or British alternatives, if put to the BL Board, will of course

be considered. But it is the long term security of operations that is

of concern to the Government rather than the nationality of their owners.

I can well understand your points of concern but I hope you will appreciate
the difficulties of commenting on specific points at this stage.

Vehicles Division
DTI

LoD

BOARD OF TRADE
BICENTENARY




CONFIDENTIAL
COMMERCIAL IN CONFIDENCE

BACKGROUND

The Prime Minister is familiar with the background to the
discussions about the future of BL. BL's talks with General
Motors, covering Leyland Trucks, Land Rover and Freight
Rover, are at an advanced stage, but no formal offer has
been received.

Alternative bids

Commercial parties interested in Land Rover and/or Leyland
Trucks have been told by BL to indicate by 4 March whether
they have a firm intention to make an offer and to outline
their general intentions for the business.

Current expressions of interest at the time of writing are
from:

Land Rover Lonrho: Schroders (acting for the
management buy-out) *Chase Manhattan
(US private investors);
Aveling Barford

Freight Rover - Lonrho: management buy-out

Leyland Bus Laird Group; Aveling Barford; Volvo

*Pas¥ccar/Cummins (US) have withdrawn their interest in
Leyland Trucks.

Mr Morrison met Mr Gilroy Bevan on 17 February to hear his
views about the possible sale of Land Rover-Leyland to
General Motors. A copy of the note of the meeting is at
Flag B.

An aide memoire showing Midlands MPs constituency interests
in BL companies in the region is at Flag C.

Vehicles Divison
DT
3 March 1986

* Confidential - not public knowledge




Leyland Vehicles

21.

3.33 pm

Mr. Jack Straw (Blackburn): I beg to ask leave to

move the Adjournment of the House, under Standing
Order No. 10, for the purpose of discussing a specific and
important matter that should have urgent consideration,
namely,
“the refusal of Her Majesty’s Government to extend the deadline
of 4 March and to provide proper information, so as to enable
Lancashire Enterprises Ltd. and others to prepare properly costed
bids for Leyland Vehicles as an alternative to a takeover by
General Motors.”

This matter is obviously specific. As to its importance,
four days ago, the Prime Minister told the House, in
answer to my right hon. Friend the Leader of the
Opposition:

“Those who are interested in making genuine bids— the
trade unions could have done the self-same thing—could have
obtained the information from the Department of Trade and
Industry or British Leyland.” — [Official Report, 27 February
1986; Vol. 92, ¢c. 1066.]:

On the Jimmy Young show last week, the Prime Minister
said of those talking of alternative bids to General Motors
that they should

“put up or shut up”.

Lancashire Enterprises Ltd., with the West Midlands
enterprise board, has sought to do that—put up a bid. It
is hoping to sponsor a federated management buy-out in
which the major investment will be made by the finance
institutions, with a stake from the enterprise boards and
from the management and work force. Contrary to the
pledge given by the Prime Minister four days ago, the
request for information met with a point-blank refusal.
Messrs Hill Samuel, on behalf of British Leyland and the
Government, have refused to provide any information
unless a series of onerous conditions are met. However,
they have caught Lancashire Enterprises Ltd. in a catch 22
trap, for these conditions can be met only with the
information which Hill Samuel is refusing to provide. In
other words, the Government are creating conditions
which make it impossible for any others but General
Motors to get to the starting line. No prospectus has been
provided.

Leyland Vehicles

3 MARCH 1986

Leyland Vehicles 22

As to the urgency, the deadline set by the Government
expires tomorrow. It has taken General Motors at least
nine months of work, and I understand that it has not yet
formally submitted a bid. The National Carriers buy-out
— greatly applauded by Conservative Members—of a
size similar to that proposed for Land Rover took nine
months to reach fruition. The Government’s proposed time
scale for counter-bids to that of General Motors for
Leyland Vehicles is laughable. It makes a mockery of the
Government’s claim to be serious about alternative bids.

Yesterday, the former Conservative Prime Minister, the
right hon. Member for Old Bexley and Sidcup (Mr. Heath)
suggested that Leyland Vehicles was to be sacrificed and
sold off to General Motors as part of a private deal between
the White House and Downing street. This Government’s
tactics in blocking other bids suggest that the right hon.
Member is right. The deadline in this case can be extended
only if there is an emergency debate today or tomorrow.

Mr. Speaker: The hon. Member for Blackburn (Mr.

Straw) asks leave to move the Adjournment of the House
under Standing Order No. 10, for the purpose of
discussing a specific and important matter that he thinks
should have urgent consideration, namely,
“the refusal of Her Majesty’s Government to extend the deadline
of 4 March and to provide proper information, so as to enable
Lancashire Enterprises Ltd. and others to prepare properly costed
bids for Leyland Vehicles as an alternative to a takeover by
General Motors.”

[ have listened with care to what the hon. Member has
said and I fully understand the case that he has made, but
the only question that I have to decide is whether this
matter should take precedence over the business set down
for today or tomorrow. I regret that I do not find that the
matter meets all the criteria laid down in the standing
order. I therefore cannot submit his application to the
House.

Mr. Stan Thorne (Preston): On a point of order, Mr.
Speaker.

Mr. Speaker: No, I will take the other Standing Order
No. 10 application first.




Nuclear Waste (Disposal)

Nuclear Waste (Disposal)

3.37 pm

Mr. Douglas Hogg (Grantham): I also beg to ask leave
to move the Adjournment of the House, under Standing
Order No. 10, for the purpose of discussing a specific and
important matter that should have urgent consjder'iition,
namely, g
“the anxieties, potential financial loss and plarfhing blight caused
by the announcement that Fulbeck uir_ticfif is a possible site for
disposing of nuclear waste.”

Last week, my right hon#riend the Secretary of State
for the Environment anndunced that Fulbeck airfield is to
be one of four poss@blelsites for disposing of nuclear waste.
My constituents“have greeted this announcement with a
justifiable miXture of shock, disbelief, grave concern and
total opposition.

Mr. Dennis Skinner (Bolsover): I bet they have.

Mr. Hogg: They are sentiments that I wholly share.

As part of this application, I need to make it clear that
my constituents and I will resolutely oppose this
application unless and until four conditions are satisfied.

The first is that the Nuclear Industry Radioactive Waste
Executive must prove that this method of disposing of
waste is the only proper way of disposing of that material.
Secondly, it must be proved that Fulbeck is the only proper
site. Thirdly, it must be established that the scheme is
absolutely safe. Lastly, all financial damage must be fully
compensated. My constituents and I do not believe that
any, far less all, of these conditions will be satisfied.
Unless and until they are, we are wholly opposed to what
NIREX has in mind.

As to recent developments
application, there is clear and pressing evidence that
contracts for the sale of property will fall through'as a
consequence of this application and that severg-financial
loss will be suffered by my constituents.

It is against this background that I ask fer leave to move

the Adjournment of the House. v

3
Mr. Speaker: The hon. Member for Grantham (Mr.
Hogg) asks leave to move the/}(djoumment of the House
under Standing Order No¢ 10, for the purpose of
discussing a specific and iinportant matter that he thinks
should have urgent consideration, namely,
“the anxieties, potential financial loss and planning blight caused
by the announcement that Fulbeck airfield is a possible site for
disposing of nuclear waste.”
I regret that I have to give the same answer to the hon.
Member as I gave to the hon. Member for Blackburn (Mr.

3 MARCH 1986

which justified this.

Nuclear Waste (Disposal) .24
Straw). I do not consider that-the matter that he has raised
is appropriate for_discussion— [Interruption.] Order. I
do not consider that the matter that/he has raised is
appropriate for discussion under Standing Order No. 10.
Lthierefore cannot submit his application to the House.

Mr. D. N. Campbell-Savours (Workington): On a
point of order, Mr. Speaker.

Mr. Speaker: I will take the hon. Member for Preston
(Mr. Thorne) first.

Mr. Stan Thorne (Preston): On a point of order, Mr.
Speaker. In reply to the application of my hon. Friend the
Member for Blackburn (Mr. Straw) under Standing Order
No. 10 you referred to the importance of tomorrow’s
business as one of the reasons why you felt obliged to
reject the application. One item of tomorrow’s business is
the Salmon Bill

Mr. Speaker: Order. I think that the hon. Gentleman
misheard. I said that the application did not meet all-the
criteria laid down in the Standing Order. That is a-different
matter.

Mr. Thorne rose——

Mr. Speaker: Order If the hon. Gentleman is
challenging my decision, I am not interested.

Mr. Thorneé: Further to that point of order, Mr.
Speaker. The urgency of this matter in Lancashire

Mr. Speaker: Order. That is a continuation of the
application. I will take the point of order from the hon.
Member for Workington (Mr. Campbell-Savours).

Mr. Campbell-Savours: Have your received notice,
Mr. Speaker, from the Government Chief Whip that he
intends to apply for a debate on nuclear waste tomorrow
under Standing Order No. 10?

Mr. Speaker: If he had made an application, I would
have heard it.

STATUTORY INSTRUMENTS &c.

Ordered,

That the draft Mental Health (Northern Ireland) Order 1986
be referred to a Standing Committee on Statutory Instruments
&c.

That the draft Mental Health (Northern Ireland Consequential
Amendments) Order 1986 be referred to a Standing Committee
on Statutory Instruments &c.—/[Mr. Durant.]
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VEVLAND TRICKS’ WANAGERENT BACKS TAKEOVER

LEVLANT TRIICKS® MANRGEWENT TODRY BACKED A TRKEQYER OF THEIR
(PFRATTIN RY THE RHERICAN GIANTS GENERAL MOTORS,

HANRRTHNR DTRFLTOR R LES WHRRTON TOLD THE COMPANY®S 8y 000 WORKERS IN
ROVFTTFR TADRY THAT THE WOYE COULD BRING HORE BUSINESS AND INCREASED
THUEGTHFNT. T E— e

PRASPFITIVE BIDDERS FOR FARTS OF THE BL EMPIRE INCLUDING LAND ROVER,
HRVE JINTTI WIDNIGHT TOMORROM TO DECLARE THEIR INTENTIONS,

S FRRy GH OHAS WADE A FIRM OFFER FOR LAND-ROYER AND LEYLRAND TRUCKS
ANT R MANRGEHENT CONSORTIUM HRS SUBMITTED PROPOSALS FOR LAND-ROYER,.

e WHRETON TOLD WORKERS AT THE DIVISIONS PLANTS IN LEYLANDY LANCS,

G ASGNW AND WATFORD: **IT IS BECAUSE WE HAYE IWPROYED SO WUCH DURING
THE I RST FEW YEARS THRT A CORPANY WITH THE WORLD-WIDE STATURE OF
GFNFRRI WNTORS HAS EXPRESSED AN INTEREST IN US AND WE SHOULD REGARD

———

**WITH RPFROPRIATE ASSURANCES AN ACCEPTRBLE OFFER FROM GH COULD WELL
PROVIDF 1S WITH ACCESS TO WIDER MARKETS WHICH WOULD PRODUCE DEMAND
FNR HIGHFR PRADUCTION YOLUMES FROM US.

PUIT COHED WELL PROYIDE A SOURCE OF FUNDS FOR FUTURE INVESTHENTS IN
PRAGICTION AND DISTRIBUTIGN, ! TR .

| RTFST FIRIURES FOR LEYLAND TRUCKS SHON LOSSES WERE HALYED IN 1984 TO
F28 MTIITAN AND IT IS BELIEVED THAT LAST YEAR'S FIGURE HAS BEEN
SURSTANTTALLY REDUCED,

MORF FTRK PROPOSALS FOR THE BL DIVISIONS ARE EXPECTED TO BE WADE
RFFARF TAHNRRON’S DERDLINE EXPIRES,

TTNY ROWIANDS® LONRHO GROUP AND THE GRANTHAM-BRSED TRUCK
MANIFACTIRERS AYELING BARFORD REGISTERED AN INITIAL INTEREST 1IN
| AND-RAYERs BUT HAYE YET TO SUBHIT FIRH PROPOSALS, -

THRFF GROUPS ARE BELIEVED TO BE INTERESTED IN TAKING OVER THE BUS
DIVISTAN
- YOI ¥0, THE LAIRD GROUF AND A MANRGEMENT CONSORTIUM ALTHOUGH NO FIRH
PRNPNSALS HAYE YET BEEN SUBHITTED TO BL.

032124 MAR &6
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28th February 1986

The Right Honourable Mrs Margaret Thatcher MP
10 Downing Street
London SW1

Dear Prime Minister,

The "Keep Land Rover British" Campaign

Last Friday afternoon, 2lst February, I was consulted by Mr
Kelvin van Hasselt to see if I could come up with some ideas
to help the Campaign.

I have seen a copy of Mr van Hasselt's letter to you of 18th
February.

Mr van Hasselt explained that the Unions were apprehensive and
unenthusiastic (to put it no higher) as to the possible
acquisition of the Land Rover business by General Motors, and
were not much more enthusiastic about the proposed management
buay iout .

I said that in my opinion, having regard to HMG's wish to see
both the Land Rover business and the BL Truck business sold
off together, it was unrealistic to think that words,
petitions and speeches were any substitute for attractive
alternatives. I said that that meant finding another
possible buyer - one who ideally would take on both Land
Rovers and: Trucks,; and I said that That, in. tarn, meant
finding money, whether a bid was put in for one or both.

I was told by Mr van Hasselt that he had had discussions with
the Unions, and in particular with the Transport and General
Workers Union. I came up with an idea, which I am proud to
see anticipated your own idea as expressed last Tuesday in the
House in reply to the Leader of the Opposition.
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My idea, as I in effect expressed it to Mr van Hasselt, was as
follows: -

"Unions are, often unfairly, criticised for taking a
destructive attitude towards the businesses and
managements upon whom they are dependent for the job
security of their members. These criticisms are
particularly prevalent currently in connection with the
newspaper industry. Surely Unions should be seen to be
helping their members, not by (negative) protectionism of
outdated practices which lead to the financial failure of
the businesses in which they work, but by positive
support of British Industry at its best - of which Land
Rover (despite managments's alleged lassitude in
exploiting export potential) is perhaps a potentially
glowing example. Such positive support means the Unions
concerned must put their money where their mouths are -
and be prepared to put up equity (risk) money out of
Union funds into seeking to secure a better future and
job security for their members than might result from the
(unacceptable) alternatives".

I told my client that I did not underestimate the problems,
even if conceptually my idea found potential favour with the
Transport and General Workers Union.

I was worried in particular about:-
- the time factor;

the inter-relationship between a Union-Funds-backed project
and the management-sponsored buy-out;

the costs (which might in the result be spent on an
abortive exercise) in studying the papers and seeking the
necessary support: if these tasks are to be undertaken and
an extension of time is obtained, such costs could be quite
extensive;

The presentation of a viable structure (including
acceptable management) which would assure for the future
(from national, international and institutional points of
view as well as being in the long-term interests of Union
members) a strong (and therefore profitable) enterprise of
which we could all be proud, with the consequential
benefits to the UK economy and real opportunities for
further decreases being made in the all too-high level of
unemployment from which the nation is so grievously
suffering.

Mr van Hasselt wrote accordingly to Mr Ron Todd, General
Secretary of the Transport and General Workers Union, setting
out verbatim the section quoted above and also referring to my
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('.lfdu)l

"worries" (also as above). The letter was read over the
telephone to Mr Todd and he apparently replied that the
proposals did not represent a possibility so far as the Union
was concerned, because the Union did not feel able to support
any one company - and anyway the requisite Union Committee
meeting had not been convened to take place until the end of
March!

I consider that Mr Todd's response was (perhaps typically)
disappointing.

My client has fully authorised me to write this letter to you
and, to save any misunderstanding, you are free to make such
use of this letter as you may deem fit. I am not sending a
copy of this letter to anyone else.

I have the honour to be your most obedient servant.

X{ﬁ-d ( ahons Mow

Nigel N Graham Maw
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WHICH ROAD FOR AUSTIN ROVER?

Assuming that the Land Rover-Leyland sales come to fruition'

then the Government is left with the problem of continuing

——

to support Austin Rover or of finding someway oL

privatisating it. The table below sets out the performance
_-.-———'—_‘.’" ——

RS

of the company over the last two years and the forecasts

that it is making for the rest of the decade.

—

Actual Forecast

1988

Sales 3384

Profit Before

Interest

\

Profit After
Interest & Tax (25 {52} (26) Nil 7

Cash Flow (68) (69) (96) (38) £32)
Total Debt 232 311 407 445 477
Market Share 17.7% 17.7% 18.9% 19.4% 19.9%

Unfortunately, Austin Rover's forecasts have been

persistently optimistic, they are already revising downwards _

their 1986 Corporate Plan projectidggl The figures below
et

“show the forecast that Austin Rover made of their profit and

——————

market share for 1985 in their 1984 and 1985 plans and what

—————

they actually achieved.




As forecast in
1984 Plan 1985 Plan Actual

Profit Before Interest £46m £33m £(4)m
Market share 22:0% 20:3% L7 re 18

If similar results apply to their 1986 Corporate Plan
—

forecasts - as seems likely - then there can be no chance of

m——

viability under the present strategy of being a fully integrated

volume car manufacturer. Market share which is critical to

——

this strategy has fluctuated between only 17.7% and 18.7% in

R

the first five years of this decade, despite predicthHs

that the modern model line-up would lift their share nearer

25%. They are still predicting over 21% by 1990 but it is

exceedingly difficult to think of any car company from whom

they are likely to take market share over these years.

New management and a new strategy could help stem the tide

of losses. But even if all their existing £311lm of debt is

written off tomorrow, it must still be most unlikely that

they can survive within the public sector without either

more Government funding or more guarantees.

Disposal must be the right option. There are five basic

ways that this could be encompassed.

1. Trade sale to some enterprising (or foolish) British

company.

Consortium buy-out - a group of financial institutions

probably with some management/employee participation.

Flotation by offer for sale to the general public.

Giving the company to the employees.

Honda taking over the business.

———————




Whatever option is chosen writing off the existing £311lm of

debt will almost certainly be necessary. Part of this debt

will be borrowings directly from banks and part from BL

itself. Obviously writing off the bank debts will require

an injection of funds directly from HMG but some of the

debts to BL will only be 'book' ones and no extra money will
/..--"‘_’

be necessary.
———"’_/M

Trade sale

There is no other British car company to buy Austin Rover

and none of the component suppliers are either finpancially

strong enough or foolish enough to be_ likely to make such a

bid. Nevertheless if a private company or an entrepreneur
.__h—“—.

were interested then they might be prepared to take the

company away for nothing provided it was debt free. The

Government would only be able to justify such a course if

the buyer were able to give convincing assurances about the

future of the business which is unlikely.
Lichishan?S

Consortium buy-out

This is just about possible. Austin Rover have already held

top secret discussions with banks who are prepared to

consider the idea. The banks have seen some of the

financial numbers but I cannot believe they know the full

horror of the situation. Nevertheless the city is at

present flush with funds and has been prepared to invest in

some highly unlikely ventures.

With reputable bankers and both employee and management
participation, such a buy-out. should be politically

acceptable. It may be possible to éphleve merely by writing

of f the existing debt and requiring the bankers to put say,

£200m into the company, preferably by way of a purchase
e d ————

price for the shares.
w




Flotation

Normally companies need at least a three year track record

of solid profits and cash flow together with good forward

prospects for a flotation. The shares could of course be

given away free although the Stock Exchange might have

strong views on the matter.

But the less that is paid for the shares the more the

Government would be seen to be responsible for ensuring the

company did not fall quickly into receivership. Even with a

£200m dowry as well as writing off the debt this would

remain a hazardous exercise.

—

Giving the company to the employees

Superficially this sounds highly attractive, although the

employees have of course far less right to the company than

the taxpayers who have subsidised their jobs for the last

ten years. But giving the company to the employees suffers

from the same difficulties as a flotation, perhaps more so.
It seems inevitable that the company would get into
difficulty and Government would find it exceedingly

—

difficult to walk away.

Selling to Honda

Honda's interest in Austin Rover is almost certainly limited

to its use as a stepping stone for entering the European

P

market. Europe is vital for Honda: it has less than 10% of

the Japanese market and sells under 300,000 cars there

e ey

(compared to 1.3 million by Toyota). But in the US Honda

runs neck and neck with Toyota as the largest non-American

importer/manufacturer selling almost double the number of
cars that it does in Japan. This is clearly the strategy

Honda would like to adopt in Europe.




It has already bought a 300 acre site in Swindon where it

plans to start manufacturing engines although its true
aspirations must go much further. Collaboration and
subcontract assembly by Austin Rover is a low cost, low risk

S ——
way for Honda to establish itself in Europe. Once

established it is unlikely to want to maintain the links

with Austin Rover for anything other than political

reasons.
/

Nevertheless, if the Government made absorbing Austin Rover

a pre-condition of Honda's expansion into Europe, then Honda

might find it a small price to pay. It could start with a

25% equity stake and increase in stages. If Honda were

prepared to do this at all, then Government would only write
b A} i

of f the existing debt and indeed may not even need to go
———————— ——

thie far.

P

—

But politically once the Americans are out of the way the

Japanese may become the new bogeymen.

S —————— ———————— e e e

Conclusion

Of the 'British' solutions the consortium buy-out with

management/employee participation is the best, albeit still
improbable, runner. It is also the route lgg§t able to be
criticised as the giving away of a priceless national asset.
Graham Day should be encouraged to pursue this vigorously.

As a first step the Government could write off Austin
Rover's £311m debt at the same time as writing off the

residual debt left over from the Land Rover Leyland sale.

This would help disqguise the cost of disposing of Land Rover

Leyland and also appear a very positive measure for Austin
Rover. Adroit negotiation with the bankers might enable the

Government to announce at the same time the ending of Varley

Marshall assurances.
SRR N
e \
ETER WARRY \
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CONFIDENTIAL

PRIME MINISTER

BRITISH LEYLAND </

You asked for the evidence that E(A) knew of the management

interest in buying-out Land Rover and Freight Rover when the

————— ),

decision was taken to support Salton.

The letter from Andrews was dated 22 January. It was received
here on 23 January and sent by mé that day to the DTI,

e

Treasury and Cabinet Office. I asked DTI to take it into
PR Woicsge s 4
account in their paper for E(A) if that had not been

finished.

The paper for E(A) (Flag A) was circulated on 23 January and

e e

did not mention the Andrews letter. But a management buy-out

-_——-’—_. . .
is mentioned twice, in paragraph 5(d) and paragraph 17.
'-"'—'7 ——

Paragraph 17 says:

—

"The management of those operating companies would

themselves favour this option [management buy-out] but
30 a2 maverion

the BL Board decided in December that this option should

not be pursued in view of the Salton talks."

The Andrews letter is not mentioned in the minutes of the E(A)
meeting which took place on 28 January (Flag B). One of the
Secretaries (John Wiggins) has a record in his notebook that

you referred to it in your opening remarks. I remember that

f . .
there was some puzzlement around the table at this point. I

e

also remember that the letter was referred to again more

fully later in the meeting by Mr. Channon. This is not

-—_—-"—_* .
recorded in the Cabinet Office notebooks.

The Andrews letter is not recorded as having been mentioned at

Cabinet on 6 February. Nor is it recorded as having been
ERE—

mentioned at the E(A) which followed Cabinet on 6 February
_—-——_—-_\—"—'—_—-.

(Flag C).

CONFIDENTIAL
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The possibility of a management buy-out was mentioned by

Mr. Channon at Cabinezfon 13 February. He is recorded as

; e
having said:

"There was also a possibility of a management buy-out o@
Land Rover. He did not think that these offers could be

ignored, even though they were late in the day."
\—*-4

This is I think the only reference to a management buy-out in
any of the minutes. But the reference in the E(A) paper for
23 January is itself a@n ample basis for your comments at

Misc 126 yesterday.

28 February 1986

VC2AKQ CONFIDENTIAL




SECRET

10 DOWNING STREET

From the Private Secretary

MR. J.B. UNWIN

LANDROVER/LEYLAND

Thank you for your minute of today about the papers for
MISC 126 next Thursday and about the timetable.

You are expecting the first of the papers for next
Thursday to address the alternatives to the GM deal. I
would think it ought also to discuss the GM deal itself. As
you know, a number of people yesterday were very unhappy
about the prospect that GM might close down the Freight
Rover production line in Birmingham, and the Chancellor,
among others, wanted a clearer statement of the undertakings
that we might get from GM. These and other aspects ought
surely be discussed in the paper as a baseline for
comparison.

I have suggested separately to John Mogg that the
papers for Thursday ought also to give much more factual
background about Landrover/Leyland and about Bedford. They
should include, among other things:

balance sheets for the different operating companies:
market shares and how they have been moving:
discussion of the product ranges and how they would
fit together under the various options:

discussion of the life left in the products and the
likely capital requirements for development and
production of replacements.

No reputable business would take even preliminary decisions
on the basis of the information about the businesses which
Ministers have so far had.

I am copying this to Sir Robert Armstrong and to
Mr Wiggins.

DAVID NORGROVE
28 February 1986

SECRET
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/
MR NOR@ROVE cc  Sir Robert Armstrong
V& Mr Wiggins
\/

LAND ROVER LEYLAND (LRL)

Mr Wiggins and I discussed with the Trade and Industry Secretary and Mr Mogg this
morning the likely timetable for future consideration of LRL. It may be helpful

to you to know the outcome.

2. As the Minutes of yesterday's MISC 126 will record, we need two papers for

consideration at MISC 126 next Thursday (6 March). These are:-

(i) a report of the alternatives to the GM deal, in the light of the
bids received by BL by the 4 March deadline. This should also cover the
future of Leyland Trucks if Land Rover were sold separately and GM

withdrew;

(ii) a paper on the possibility of a joint venture between GM and the
Management buyout in respect of Freight and Land Rover. This should
also cover the question of the assurances to be given by CM, and eany
other "wheeses'" of a similar kind that DTI might think worth consider-

ing.

Mr Channon should also be giving further consideration to how to improve the
presentation of the Government's position, although he need not necessarily put in

a further paper on this for the next MISC 126 meeting.

3. Thereafter, the precise timetable must depend on developments. If there is

no serious alternative to the GM deal, and the BL Board took a decision in favour
of this early in the week beginning Monday, 10 March, it might just be possible to
bring the issues to Cabinet for a decision on 13 March. It would be more realistic,
however, to think in terms of Cabinet on 20 March. If a decision were reached then,
it could be announced that afternoon (it would be fatal to defer it over the week-
end), to be followed by a debate on, say, Wednesday 26 March. Since the contract

would not be signed until the second half of April, the Covernment's position could

SECRET




SECRET

be defended as consistent with the assurances given to the House by the Minister

of State and the Leader of the House.
4. I think it would be sensible to plan on this timetable for the time being,
with a further meeting of MISC 126 before Cabinet on 13 March. But we shall

obviously need to reconsider if the situation is complicated by Lonhro or other

bids next week.

J B UNWIN

SECRET
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SECREL
PRIME MINISTER

Land Rover Leyland
MISES126:E86") 2

BACKGROUND

E(A) (86)3rd Meeting of 28 January endorsed the agreement reached

between BL and General Motors (GM) providing for the purchase by GM

of Leyland Trucks, Land Rover and Freight Rover, together with a sub-

stantial part of the related international operations. This was
reaffirmed at E(A)(86)5th Meeting of 6 February. At Cabinet on

20 February (CC(86)7th Meeting) you said you would set up a small
Ministerial Group to review tactics and handling. The Group's terms

of reference are:

"To consider handling and tactics in relation to the
negotiations between BL PLC and General Motors for the
acquisition of Leyland Trucks, Land Rover and Freight Rover
and discussions with other parties on this and on Leyland

Brst .

This meeting - and the Note by the Secretary of State for Trade and
[ndustry (MISC 126(86)2 - is about tactics, handling and timing; the
substance of the issue will be the subject of a further Memorandum by
the Secretary of State for Trade and Industry which will need to be

considered separately by Ministers in due course.

2, Also relevant is the statement made in the House on 18 February

by the Minister of State for Trade and Industry, Mr Morrison. He said:

"My hon Friend will appreciate that my right hon Friend the
Secretary of State is not using the House as a negotiating
House. Obviously negotiations will take place with all the

separate parties, whether GM or other parties. When a

]
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conclusion to negotiations is reached, my right Hon Friend
will immediately make a statement to the House and he will
accept that it will be for the House to debate and decide

& g O s
upon the result of those negotiations'.

This commitment was reaffirmed later by the Lord Privy Seal.

3. The firms that have expressed an interest in possible acquisition

of Land Rover Leyland and Leyland Trucks are listed in paragraph 3 of
3 9 v —

Mr Channon's paper. He believes, however, that only the Lonrho interest

and the Shroders-led management buy-out are likely to present serious
alternatives to the GM proposal; it is too early to assess the strength

of the Paccar/Cummins interest in Leyland Trucks.

N— S——

Proposals

4. BL and GM are keen to end the uncertainty. BL has invited all
parties to make clear by 4 March whether they intend to make an offer
and to set out their general plans for the businesses concerned. This
deadline has been severely criticised in the House. In addition, GM
have separately sought an assurance from Mr Channon that BL will be
able to negotiate exclusively with GM by Friday 14 March. Mr Channon
suggests that following a final decision by the BL Board during the
week beginning 10 March on whether to pursue any of the alternative

———————

proposals, Ministers should take a collective decision no later than

the week beginning 24 March.

MAIN ISSUES

-3 The main issues for discussion at this meeting are tactics in
relation to the timing and presentation of the Government's decision,

and in particular handling in Parliament.

Timing

Timing will depend on whether an acceptable alternative to the

2
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GM proposals emerges. If not, and if the BL Board still decide to

SECRET

pursue the GM proposal, an announcement before Easter appears feasible,
though the timetable is tight. On this scenario, the BL Board will
decide on the alternative proposals during the week beginning 10 March;

the Government will need to take a collective decision thereafter

(Mr Channon's suggestion is not later than the week beginning 24 March);
R Y

and a debate would fall after that (either 25/26 March or after the

- - A I i sesowsu - -
Recess (week beginning 7 April). An alternative possibility, if the

timetable could be accelerated, would be Cabinet discussion on

20 March followed by a debate on 25/26 March. This would clear the

decks well before Easter, but would be very tight indeed. BL and GM

would then aim to sign contracts by around 18 April, with the
possibility of an Extraordinary General Meeting a month later. The
timetable would be extended by some two weeks if one or more altern-

ative bid needed more consideration.

7 The timetable, in particular the 4 March deadline, has aroused
much criticism on the grounds that it does not give other interested
parties the necessary time (and data) to develop alternative bids.

But BL and GM believe that uncertainty and speculation is harming
their businesses; and their view, and that of BL's and DTI's advisers,
is that the data given is adequate and the timescale consistent with
commercial practice. You will wish to invite the Group's views on
whether this is defensible, or whether any consideration should be

given to extending the deadline.

European Community (EC) and Monopolies & Mergers Commission (MMC)

Considerations

8. There are potentially very troublesome problems here, which are

left hanging in the paper, but which could seriously upset the prospect

of an early deal. On the EC, Commission clearance under state aid
R —

rules will be necessary for a write-off of around £50 million of BL

debt ascribed to the LRL businesses to be acquiared by GM. Informal
—
soundings suggest this would not prove particularly difficult in

respect of the GM deal as this offers the prospect of significant

2 - - e . e —————

3
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rationalisation. But alternative proposals not involving rationalis-

SECRET

ation could well encounter difficulties and in any event, the formal
\_’"’”

processes could last several months.

9. On the MMC, a submission is expected to be put in the next few

days to the Director General of Fair Trading who will then advise the

Secretary of State for Trade and Industry whether the GM deal should
i

be referred. A recommendation that it should be referred would

clearly be embarrassing for the Government and would almost certainly

cause the GM deal to collapse. Rejection of such a recommendation

would equally cause grave political difficulty.

10. You may wish to invite the Trade and Industry Secretary to report
further urgently on both these problems and the extent to which they

constitute a real threat to the proposed GM deal.

11. The most difficult aspect of the proposed deal is clearly the
inclusion of Land Rover. But it is doubtful whether Land Rover would
have a viable future on its own (its traditional markets are declining

st P————————
and it needs access to the US market, which GM can offer) and all

: S p— —— m—~—

the signs are that the deal is simply not on with GM unless Land
Rover is included (under the proposed terms of the deal GM in effect
get Leyland Trucks free apart from bearing the £40 million redundancy
costs). You will therefore wish to discuss how the Government can

get its case over more effectively. Important considerations are:

(a)
both of the GM deal and failure to clinch it (without

making explicit reference to the risk to Bedford);

(b) how to exploit the heplful Declaration of Intent which
GM are apparently prepared to make on product sourcing,
local content levels, exports, UK based research and

development and future investment;

A
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(c) how best to handle the concern of the LRL workforce
about a GM takeover? The Government position would be much
stronger if it could point with conviction to fuller consult-

ation with the workforce;

(d) how to get over the fact that only the GM deal so far
seems to offer a serious prospect of keeping at least some
part of Leyland Trucks in business without continuing to

soak the taxpayer;
W PR

(e) how to put over even more effectively the argument
about the general benefits of US investment in the UK, and

of the UK's own overseas investment.

12. The briefing circulated by Mr Channon last weekend was helpful.
You may wish to invite him to update this by developing further some

of the points raised above.

Parliamentary Handling
13. The statement by the Minister of State quoted in paragraph 2 above
could raise a problem on handling in Parliament. Clearly it will not
be tolerable for the Government to make the negotiation of the deal
with GM or anyone else subject to the outcome of debate in the House.
But the House may regard an announcement of a decision by the Govern-
ment to authorise BL to carry negotiations forward with GM to a
conclusion as effectively closing off the options before they have had
a chance to have their way. The answer to this will presumably be

that:-

the Minister of State also made it clear that the House

cannot be used 'as a negotiating House";

the House will have had innumerable opportunities to

express their views;

5
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and - the contracts would not be signed until after the debate.
You will, however, wish to seek the Group's views on this, and on the
possible implications of any delay as a result of Parliamentary
handling for the deal itself.
Next Steps
14. You may wish to invite Mr Channon to report developments briefly
to Cabinet after the meeting. You may then think it sensible to hold
further meetings of the Group at the same time immediately before
Cabinet in the coming weeks until the issue is resolved.

HANDL ING

25,
Industry to introduce his Note.

experience of the West Midlands; the Lord Privy Seal and the
mentary aspects of the issue.

and presentational points.

CONCLUSIONS

16. You will wish the Group to reach decisions on:

(a) whether it is right to stick to the 4 March deadline

for declaration of alternative bids;

(b) whether to aim for a collective decision no later than

the week beginning 24 March, with an announcement and debate

before Easter;

(c) whether to invite the Trade and Industry Secretary to

report further urgently on the implications of the European

6
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Community and Monopolies and Mergers Commission complications;

(d) how best to put over the Government's case more
effectively (perhaps with the help of a further briefing
note by Mr Channon) ;

(e) what tactics should be pursued in future handling of

the issue 1in Parliament;

(f) what arrangements should be made for future monitoring

of developments by the Group.

- b

J B UNWIN

26 February 1986
Cabinet Office
7
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PRIME MINISTER 26 February 1986

BRITISH LEYLAND

The important tasks for MISC 126 are to:

3 o,

agree (officially) to maintain an open mind on the bids

ey

antil atter-4:-Maxchsy

undertake that there will be at least a further fortnight

for detailed discussions of any worthwhile bids;

make sure the Government gets the presentation right.

On presentation, the main accent must be jobs and

e e

industry so as to remove the impression that the sole concern
- o —

is auctioning off national assets(!). In particular, it would

be helpful to get some of the facts publicly known:

Land Rover Ltd is a loss-making concern.

Its product is no longer unique. It is under attack,

particularly by the Japanese.

If Land Rover is to survive long-term, then it needs a

partner like GM to help it exploit its strengths.
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Rationalisation in the truck industry is inevitable. The

only issue is whether Bedford and Leyland Trucks are

B

picked off separately, or whether they combine to make a

stronger competitive force.

It is not HMG that are forcing GM on BL, but BL who have

— i iy
——

looked at innumerable European partners and found them

all wanting.

It would also be helpful if DTI could announce that the
businesses will only be sold to purchasers who are prepared to

promise (as GM are) that:

the local content of existing and future models will

remain at broadly current levels;

Land Rover will retain its distinct British identity with

all models being primarily designed and built within the

UK.

}2&/ e 1

|
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PETER WARRY




PRIME MINISTER 26 February 1986

LAND ROVER MANAGEMENT BUY-OUT

I have just had sight of the Land Rover management buy-out

proposal. At best, they are offering £114m for Land Rover
i 2

and Freight Rover, £30m of which will be in the form of
————

unsecured loan stock. I suspect in fact the price may be

less, as it is dependent upon a rather high figure for the

debts of the business at the year end.

L

The offer has to be accepted by noon on 5 March, and in
accepting such an offer BL woulgnb;-required to break off
all talks with other potential bidders for a period of

90 days, during which detailed negotiations for the

management buy-out would take place.
I would stress that these are very much preliminary under-

standings of their offer, and it would be best to wait until

DTI give a more definitive view.

)
Febor o

PETéRAWARRY
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CONFIDENTIAL

PRIME MINISTER
BL
Two things.

First, news of Slr Austln Bide's replacement has begun to

leak. Mr. Channon thinks an announcement ought to be made

————— _
next week. He will try to have a moment with you to discuss

s i < AT

that, between Cabinet and ODI.

Secondly, you may want at MISC 126 to agree a form of words

B )
which can be used after Cabinet about the discussions on BL.

One possibility might be as follows:

"A group of Cabinet Ministers this morning reviewed
progress towards the sale of Land Rover-Leyland and a

report was made to Cabinet.

Cabinet took note that the negotiations between BL and GM
were continuing and that other parties expressing an
interest had been asked to declare by 4 March their firm
intention to make an offer. All offers would be
considered sewdouwsdy and further discussions with the
parties would then be held as necessary. Cabinet agreed
that it was in the best interests of the commercial
vehicle industry in this country to return

Land Rover-Leyland to the private sector. They agreed
that & decisiongshould be reached as quickly as possible

in the interests of the companies and their employees."

LYAY

(DAVID NORGROVE)
26 February 1986
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CONFIDENTIAL

PRIME MINISTER
BL
Two things.

First, news of Sir Austin Bide's replacement has begun to
leak. Mr. Channon thinks an announcement ought to be made
next week. He will try to have a mqgggﬁ'w1th you to discuss
that, between Cabinet and ODI.

— —

Secondly, you may want at MISC 126 to agree a form of words
which can be used after Cabinet about the discussions on BL.

One possibility might be as follows:

"A group of Cabinet Ministers this morning reviewed
progress towards the sale of Land Rover-Leyland and a

report was made to Cabinet.

WMWIW “‘between—BL-and _GM
ot/

were continuing and that_nthex~part1es expressing an
interest had been asked to declare by 4 March their firm

A 4 [N wiA e
intention to make an offer. -A£i—e££e;s_uouid. (ol

considered-serteousty and rther discussions with the

Dy L  Xaeanles
parties would then be held as necessar

LYA

(DAVID NORGROVE)
26 February 1986
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COVERING CONFIDENTIAL

DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH OET
Telephone (Direct dialling) 01-215) 5 4 29
GTN

Switchboard) 01-215 7877
Secretary of State for Trade and Industry s

25 February 1986
COVERING CONFIDENTIAL

David Norgrove Esqg

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

SW1l

Dear Downdt,
BL

I attach a copy of the draft MISC 126 paper which we shall
circulate tomorrow evening in time for Thursday morning's
discussion.

2 Although my Secretary of State has yet to see the draft he
would be very grateful any comments the Prime Minister has so that
they may be incorporated in a final text.

O ——

$ L*—,_Uogj

J F MOGG
Private Secretary

17 BB

JF2AXI BOARD OF TRADE
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CONFIDENTIAL

PRIME MINISTER

LAND ROVER: LEYLAND

Below is the paper the Secretary of State for Trade and

Industry would like to c1rcu1ate to the MISC group Tor iEs

meetlng before Cablnet on Thursday.

—

It seems acceptably factual and even handed (save for the

substitution of "would" for "should" in pz paragraph 2).

———————

I wonder about the wisdom of including paragraph 15 which sets

out the cr1ter1a agalnst which the BL board should ]udge the

—~—

GM deal and alternatlve proposals. They seem to me me to some

extent not something for the BL board (e. g. the Britishness of

PR

Land Rover and the extent of the contr1butlon made to

——

resolv1ng over—-capacity in the truck and van sectors - those

“are more for the Government). More important, to include
these criteria risks opening up the discussion in a way which

would be premature and possibly oy Peaglt v kd ot
H\ﬂ»\; ; ) \4{ FJQ\\ %'—f }li R (T YA T AN ~‘|‘_‘\ l‘v t(} , V\,\A

— S——

Paragraph 16 also looks a llttle 1nept- 1t 1mp11es ‘that the
Government will be in a p031t10n to take a decision

immediately after 4 March. S

————T | L . u% 5
Agree that paragraphs 15 and 16 should be omitted? T

o ——— ———— —
e - oy -

Agree also that the paper should be circulated at lunch-time

tomorrow (Wednesday)?

\/
Z

David Norgrove
25 February 1986
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EXTRACT FROM A SPEECH BY THE RT HON PAUL CHANNON MP,

(SOUTHEND WEST) SECRETARY OF STATE FOR TRADE AND INDUSTRY
SPEAKING TO THE TRADE AND INDUSTRY FORUM AT CONSERVATIVE

CENTRAL OFFICE ON THURSDAY 20TH FEBRUARY 1986 Gl 2,—L*‘§ P“\

In the last few weeks, a lot has been said about the
negotiations which have been taking place between British
Leyland and General Motors; a lot of it has been both
short-sighted and uninformed. And so I would like to set the
talks in their proper context by stating a few facts about

the commercial vehicle industry today.

Throughout the 1960s and the early 1970s, makers of heavy
trucks in Europe prospered. They traded at a profit and
expanded their capacity to meet the demand. However, in the
latter part of the 1970s, as a result of the economic
recession and the oil crises, demand collapsed. The industry
ran into deep trouble as, between 1979 and 1984, sales of
heavy trucks fell by more than 30 per cent. And today it is
estimated that European heavy truck manufacturers are faced
with unused capacity of some 40 to 45 per cent. Losses in
the sector across Europe have been estimated at £350

million in 1983 and over £400 million in 1984. Nor was the

truck industry in Britain immune from this trend. Between

KJ4AEW




them, Leyland Trucks and Bedford made a total loss of £225
million in 1983 and 1984, and forecasts suggest little
improvement in 1985. 1In the face of this appalling
situation, rationalisation of the industry is inevitable.
Mergers have increasingly been seen as an obvious way
forward. One thing has become clear: the present situation

could not continue even had we wanted it to.

This then is the background against which the talks with
General Motors have been taking place. A merger between
Bedford and Land Rover-Leyland, if satisfactory assurances
are received, offers one way out of both companies' present
difficulties. Both are under-utilised; both are losing money
and despite the obvious merits of their products, both

businesses are failing to generate the income which they need

to fund the next generation of vehicles. Such a position

cannot be maintained.

You will of course appreciate that my first concern has to be
the preservation of a viable commercial vehicle industry in
the UK and thus the preservation also of thousands of jobs
which are dependent upon it. But if that is to be achieved,
we have to face up to the fact that hard choices have to be
made. To ignore the problems, as some would apparently have
us do, would in the long term send the industry to its doom.

That is one thing that I am not prepared to see.

As I have said, a GM deal offers a possible solution to

these problems. But it has also been suggested that Land
Rover has only been included within it so as, in some way,
sweeten the deal. It is a suggestion which I utterly reject.
The Land Rover company produces a marvellous product - one

which is capable of beating the competition throughout the

KJ4AEW




world. But despite all the progress made, its financial
performance is still not robust. Although making a small
profit, it is not generating the financial resources which
are required in order to develop new products. And it has no
sales whatsoever in the biggest market for four-wheel drive
vehicles in the world - the United States. A deal with
General Motors could solve these problems. It could give
Land Rover instant access to the huge and lucrative US
market. It could also provide the technical and financial
resources which the company needs if it is to improve both
its product and its sales. Land Rover is therefore a part of

the potential deal because it will be good for Land Rover.

of course, the Government is not suggesting that a sale of
Land Rover and of Leyland Trucks to General Motors has to be

the best or only solution. Others have also expressed

interest in all the different businesses. Add, as we have

made clear, each offer will be examined carefully on its
merits. But the problems facing the industry cannot be
ignored. The GM deal seems likely to offer real solutions to
real problems. So may any other alternative proposals that
may be made. But, it is vital that decisions are also taken
quickly. Prolonged speculation about the companies' future
can only do damage to their business. To delay taking
decisions or even worse to turn a blind eye to the problems
which they face, would jeopardise both them and the thousands
of jobs which they provide. It would also be irresponsible

in the extreme.

KJ4AEW
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MISC 126(86)2
24 February 1986 COPY NO

CABINET

MINISTERIAL GROUP ON LAND ROVER-LEYLAND

Note by the Secretary of State for Trade and Industry

We need to consider carefully the handling and timing of the
discussions between BL and GM and of the alternative
proposals which may come forward for individual parts of the
business.

0 v 1,\

' " GM TALKS ‘)J By d M wrnkd alin

2 BL and GM are working towards a resolution of all
outstanding issues, and/éignature of contracts in about

6 weeks. Annex A sets’ out the outstanding issues to be
resolved between GM and BL. Both companies are seriously
concerned about the prospects of delay and have expressed a
strong wish that, following a recommendation of the BL Board,
a Government decision should be taken and announced before
Easter i.e slightly in advance of contract signature. GM
have separately asked me for an assurance that, by Friday,

14 March, BL will be in a position to negotiate exclusively
with GM.

ALTERNATIVE PROPOSALS
3 Presently the following parties have declared an
interest in the possible acquisition of individual businesses
within LRL. (Those whose interest is not publicly
disclosed are asterisked),

(a) LAND ROVER/RANGE ROVER

Lonrho

Land Rover/Freight Rover management buy-out
proposal (advised by * Shroders)

Chase Manhattan (on behalf of "wealthy US private
investors")

Avelingg Barford

CONFIDENTIAL JH1CUP
CABINET MEMBERS ONLY




FREIGHT ROVER
Lonrho

Management buy-out proposal (with Land Rover)

{c) LEYLAND TRUCKS
\
5 ) * Paccar/Cummins (US) \
4 All these parties have been told by BL to indicate by
4 March whether they have a firm intention to make an offer
(but they will be expected to give an "indication® on the
level and form of considergation) and to outline their
general intentions for the businesses involved. At this
stage my feeling is that only the Lonrho and the Schroders'
led management buy-out proposals are likely to present
serious alternatives to the GM proposal for the Land
Rover/Freight Rover businesses. The strength of the
Paccar/Cummins interest in Leyland Trucks has yet to be
tested.
V@ _,!(A g oe
in 5 The 4 March dates for a statement of 'firm intention' by
‘these alternative interests should be held to if BL and
Government are to have reasonable time to evaluate the
options yet keep open the possibility of an announcement of
Y | la GM deal in late March/early April. Slippage of a few days
" would not be critical but a much extended timetable would
create a serious risk that GM would lose interest.

/

6 There are separate discussions in respect of LRL
businesses not covered by the negotiations with GM. These
are notably Leyland Bus and with agreement imminent a small
subsidiary, Self-Changing Gears. I attach a status report on
these talks at Annex B. I hope the prospects for
privatisation of Leyland Bus will be clear by the end of
March.

)

<jTIMETABLE- \3

7 ( On the assumption thak no acceptable alternative WL o
emerged, and that the GM proposals are approved at this stage
an announcement seems feasible before Easter. This timetable
may need to be-slightly extended to allow more detailed study
of any alternative bigz This produces the following
alternative timetables?

g’h\ktk Q v‘\h(/ Tex h,-_;:' \/W)T\f_ ¥ e ; A LM\TJ'L7 ; &\,\{ n.\,ll/
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Week Beginning Week Beginning
/—.
Evaluation of 3 March 3 March
Alternative Bids

by BL and HMG wébﬁé
BL Board Decision 10 March : s March ?2

on alternative bids consideration
necessary)

a

Government Decision 14 March April

Government Statement 24 March April
Debate 24 March 7 April

(Note: Budget and the Budget debates leave only 25/26 March
likely to be free)

BL Extraordinary Approx 3 weeks later
General Meeting

(Note: Recess from 28 March to 7 April)
EC COMMISSION

8 On present calculations, the GM deal will require a
write-off of BL debt ascribed to the LRL businesses to be
acquired by GM of around £50m. This is to avoid the

| residual BL companies being adversely affected by
privatisation. This process will require voted funds and
also EC Commission clearance under the EEC state aid rules.
Informal soundings suggest there may be no insuperable
difficulties in respect of the GM deal in that significant
rationalisation will result and can be offered to the
Commission as "counterpart™ under the state aid rules.
Alternative proposals to those made by GM not involving
rationalisation may prove considerably more difficult. 1In
either case the formal processes may take several months
to complete and therefore fall outside the dates identified
above. Special arrangements in the interim to handle debt

oy write-off Tay therefore be required.

< » CONCLUSIONS ] (ue W eMsod

'_(/k/lv(.( i ' (. ‘\\’-"v

[ oA

9 The central dilemma for us is that although politically
it would be attractive to separate Land Rover from the GM
deal the industrial and commercial arguments are likely to
point the other way. Moreover, during his visit to Detroit

L
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on 17 February Sir Robert Clark (Chairman of Hill Samuel and
a non-executive Director on the BL Board) was given a firm
indication that if Land Rover was taken out of

the package the deal with GM would collapse. Sir Robert's
considered view was that GM would press this point to the
brink "and possibly beyond”. He advised also that if the
talks with BL were not to succeed he believed that GM might
take drastic steps to solve their UK Commercial vehicle
operations, perhaps involving the closure of Bedford Trucks
with the loss of several thousand jobs.

10 The immediate tactical and presentational issues are
likely to surround: .

(a)

)~(. AN A *f’j”{ ( ;\ Vv Mo NA A

| . {
the/ speed . with which the Government wishes to
reach) a decision. In-fact the pace is in the
main being set by GM/BL. Both are seriously
worried at the damage which uncertaintly and
speculation is creating for their respective
businesses. The recent request by GM that BL be
in a position by 14 Marchy to negotiate
exclusively with them underlines the urgency and
leaves us with a problem if one or more of the
alternative proposals are worth pursuing.

the "inadequate” time and data allowed to the
alternative interested parties to formulate bids.
A date of 4 March has been set by BL within which
the relevant parties must indicate a firm
intention to make a bid. The view of the BL
Board, and BL's and my Department's advisers is
that the data given is adequate and the timescale,
although tight, is not inconsistent with
commercial practice. [ In fact, both companies are
disturbed that the "alternative bids"™ exercise is
being undertaken at all. Given the stage of
negotiation reached with GM, it would normally be
highly unusual, if not improper, to throw the
field open to other parties.)

the possible employment consequences of a deal
with GM, with another grouping or, indeed, without
any change to the present organisation. There
will be job losses under any circumstances -
though the extent and timing and location have yet
to be determined, and this is a message we shall
need to consider urgently how best to get across.

CONFIDENTIAL
CABINET MEMBERS ONLY
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It should be noted, however, that the consequences
of not going ahead with the GM deal are likely to
be significantly worse than an other proposal.

the Monopolies and Mergers implications. The
Director General of Fair Trading will shortly
consider whether to recommend that a deal with GM
should be referred to the MMC. (Informal
confidential guidance can, with my permission, be
given to the interested parties). Should the
Director General decide to recommend a reference
of the GM/BL deal this would mean a delay of
several months and could weel result in the
agreement the falling apart. It is open to met on
wider public interest grounds but the Government
would then undoubtedly be accused of
steamrollering the deal through.

Politically the timing is extremely awkward. Even
if the Government manages to meet the timetable
outlined above there will be a long period of
uncertainty which would certainly be exploited by
the Opposition and some of our own side. Once
Ministers have taken their collective decision

we shall also need to seek the agreement of the
House as soon as possible.

Department of Trade and Industry
24 February 1986
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ANNEX A

BL : GM TALKS

OUTSTANDING ISSUES

The topics to be resolved include the following.

(a)

Consideration

The current GM proposal is to pay BL £230 million
comprising £154m in cash and £76m in the form of a
note, a fixed interest debenture, which would not be
immediately marketable and which would need to be held
initially by BL. The BL Board believe this is already
an acceptable financial package but BL are still
negotiating for an increase in the proportion
represented by cash and/or an improvement in the terms
of note to make it more readily marketable. There may
be scope for some modest improvement but significant
movement is unlikely.

Declaration of Intent

GM and my Department have been negotiating over a
unilateral "Declaration of Intent®™ by GM comprising the
assurances that Parliament has been told need to be
satisfactory as a condition of sale. The indications
are that we shall have very helpful statements on the
things that matter notably product sourcing, local
content levels, exports, UK based research and
development and future investment. The Declaration
will be one of the central issues in the political and
industrial defence of any deal and I shall provide
colleagues with further guidance on this as soon as I
am in a position to do so.

Commercial Issues

There are important, primarily commercial, issues still
under discussion between GM and BL. There are complex
trade mark issues (both Austin Rover and Land Rover use
and need to retain the name "Rover™) and contracts to
cover arrangements between the LRL businesses and the
residual BL subsidiaries - and to address the position
of dealer franchises - will also be needed.

JH1CUQ




Mergers Policy

I shall need to decide at the appropriate time, and in
the light of advice from the Director General of Fair
Trading, whether or not there should be a reference to
the Monopolies and Mergers Commission (MMC). BL and GM
are shortly, jointly, to make a preliminary approach to
the Office of Fair Trading and this should give us an
indication of the timing and substantive problems that
might be involved. Both companies believe that,
commercially their respective businesses could not cope
with a 6-9 months delay inherent in an MMC inquiry.

JH1CUQ




ANNEX B

LRL BUSINESSES NOT COVERED IN GM TALKS

These involve Leyland Bus and Self-Changing Gears.
LEYLAND BUS

2 Discussions are in train between BL and the other
significant UK bus producer (Laird Group Metro Cammell
Weyman) which might lead to the acquisition of Leyland Bus by
Laird and subsequent rationalisation. Volvo and Aveling
Barford have also more recently expressed interest and have
been supplied financial data and offered discussions with BL.
Under any of these options significant rationalisation and
job losses are likely to be involved given the downturn in
the UK market, the modest export prospects and the
over-capacity in the UK industry. These discussions are
likely to take place over a slightly longer time-scale than
those involving GM although there remains an urgent need to
stem the substantial losses by Leyland Bus.

SELF-CHANGING GEARS

3 This is a small subsidiary which the BL Board has agreed
to sell to Cummins, a US engine manufacturer but with
important manufacturing interests in the UK. The German
firm, Voith and certain UK individuals (almost certainly
without substance sufficient to complete a deal) have also
expressed interest. Cummins remains the BL Board's
preferred choice and is likely to succeed. There is no
impact on the GM talks.
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SECRET

P 01925 From: J B UNWIN °
21 February 1986

cc Mr Stark

DR WALKER
Mr Wiggins f\

. Mr Robertson
Mr qué;ove - No 10'\

»

J

BL: MISC 126

To confirm my conversations with you, Mr Stark and Mr Norgrove this morning:

(i) the formal notice for the first meeting of MISC 126 should not
issue until next week, when we have a revised time for the meeting

(Mr Norgrove thought this might be on Wednesday afternoon, 26 February).
In the.meantime Committee Section should not ring round until this

afternoon to postpone the meeting aranged (so far by telephone only)

for Monday morning;

(ii) the revise of MISC 126(86)1 (giving the composition and terms of
reference), adding Lord Young and the Transport Secretary to the member-
ship of the Group, should not be circulated in advance of the first

meeting of the Group but should be handed round at that meeting;

(iii) the initial paper by DTI should not be circulated before this
weekend (Mr Norgrove undertook to relay this to the DTI Private Office).
If the first meeting of the Group is next Wednesday, then it will
probably also-be best to delay circulation until Tuesday. Would you

please monitor this closely and ensure that the paper is not circulated

until I have been consulted; i

(iv) the letters of invitation from Sir Robert Armstrong to Lord Young

and Mr Ridley should also not issue until next Monday .

SECRET







DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
LONDON SWIH OET

Telephone (Direct dialling) 01-215) 5422

QTN = 310y e

e (Switchboard) 01-215 7877
Secretary of State for Trade and Industry

PS/

2 \February 1986

David Norgrove Esqg

Private Secretary to the
Prime Minister

10 Downing Street

LONDON

SW1l

Jear Dand |
BL

At Cabinet yesterday, my Secretary of State was invited to
circulate some briefing material to all his Cabinet colleagues.
This is now attached. It comes in three parts. The first sets
out some important background information; the second provides a
series of Question and Answer supplementaries; and the third is an
extract of a speech given by my Secretary of State yesterday.

2 Copies of this letter and attachments go to all Private

Secretaries of Cabinet Ministers and to Michael Stark in Sir
Robert Armstrong's office.

A
NI

J F MOGG
Private Secretary

BOARD OF TRADE
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: SUPPLEMENTARY BRIEFING

HAVE THE GOVERNMENT ALREADY ACCEPTED THE GM OFFER?

No. Discussions between BL and GM are continuing.
Proposals by GM and other interested parties will be
considered on their commercial merits in relation to
the future of BL as a whole.

— e e ey

ARE NOT THE DEADLINES SET IMPOSSIBLY TIGHT?

The BL Board have notified those companies who have
expressed interest that they wish to have any
declarations of a firm intention to make an offer to be
made by 4 March. This is not a deadlifie for Tompletion
of discussions but the Government are determined to
resolve this issue very speedily to avoid further
commercial damage to the businesses involved.

WHEN WILL THE WORKFORCE BE CONSULTED?

Both GM and BL are informing their workforces of the
position reached in the negotiations.

IS NOT THE BL BOARD PROVIDING INSUFFICIENT INFORMATION
AND INADEQUATE TIME FOR OTHERS TO MAKE REALISTIC BIDS?

The time provided by the BL Board for expressions of
interest to be met by other companies is entirely
reasonable in view of the need to stop this period of
damaging uncertainty. If companies with an interest
feel they have inadequate information they should raise
this with the BL Board.

WHY SELL LAND ROVER TO FOREIGNERS?

The Government wants to ensure the best possiple future
for all BL businesses. Central to the Government's

JF4AXL




policy is the wish to secure a viable UK-based
commercial vehicle industry. The positive advantages
of US investment in the UK are being entirely ignored.

WHY SELL BL BUSINESSES JUST WHEN THEY TURN THE CORNER?

The Government's concern - like that of the BL Board -
is the long-term future for these businesses. Although
there has been a subgtantial improvement in BL's
performance much still needs to be done in an
increasingly hostile trading environment., Leyland
Trucks and Le<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>