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MAXWELL: DTI POWERS AND RESPONSIBILITIES

I attach a short briefing note, as requested by Cabinet
yesterday.

2 I am copying this to Private Secretaries to Cabinet
Ministers and to the Private Secretaries to the Attorney
General and Sir Robin Butler.
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MAXWELL: DTI POWERS AND RESPONSIBILITIES

The Department is responsible for the framework of company
law within which business operates. It has powers to
investigate the affairs of companies, to publish reports of
inspectors and to take action against offences uncovered by
those investigations. Similar powers were introduced in
1986 under the Financial Services Act in relation to
companies carrying on investment business.

In 1971 Departmental Inspectors investigated the affairs of
Pergamon Press of which Mr Maxwell was Chairman and
Managing Director. They concluded that he was not a person
who could be relied on to exercise proper stewardship of a
publicly quoted company. Although the findings in the
report were considered at the time, it was decided that
there was no basis on which to bring proceedings against

Mr Maxwell. There were no powers akin to those that exist
in the 1986 Company Director Disqualifications Act under
which the Secretary of State can apply to the Courts to
disqualify someone criticised in an inspectors report for a
maximum of 15 years. The inspectors' findings therefore
remained their own opinion. Mr Maxwell challenged them
vigorously in the Courts; but the Courts decided that the
inspectors had not acted unfairly.

The Department works closely with other regulatory and
enforcement authorities, some of whom have their own powers
of investigation. When another body is investigating a
company, as the SFO now is in the case of Maxwell, the
Department would not want to take action which would cut
across the other body's investigation. The Department
would stay in close consultation however to see whether
there were areas of investigation which could more
conveniently be undertaken under its powers.

The Department has taken a number of steps to improve the
general standard of financial reporting and auditing.
Directors may now have to remedy defective accounts at
their expense. New machinery has been established for the
setting and enforcing of accounting standards under the
aegis of the Financial Reporting Council. The Companies
Act 1989 provides that only persons who are properly
supervised and appropriately qualified are appropriate
company auditors. The supervisory bodies for auditors have
to satisfy the Secretary of State on such matters as
integrity, independence, technical standards, and fair and
effective disciplinary arrangements. Under the Financial
Services Act auditors shall not be regarded as being in
breach of any duty if they make a report to the relevant
regulator.
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The Financial Services Act 1986 made the carrying on of
investment business in the UK subject to authorisation and
monitoring. Investment business includes investment
management. Where the management of the assets of an
occupational pension scheme is carried on by an external
manager on behalf of the trustees (as happens in the
majority of cases) the external manager's conduct is
therefore regulated under the Act (primarily by the
Investment Management Regulatory Organisation). A specific
provision was included (s191) to put the trustees of
internally managed schemes on the same footing. Trustees
do not however need to be authorised where day to day
decisions are in the hands of an external manager
authorised by IMRO.

The 1986 Act does not however make provision for the
regulation of pension funds as such (for example their
constitution and investment and borrowing powers). To the
extent there are regulations, this falls within DSS
oversight.
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’5 April 1990
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Thank you for your letter of 22 March. My Secretary of State
was interested but far from persuaded by the points that
Mr Maxwell made to the Prime Minister.

Neither we nor the FCO have evidence to suggest that the USSR
is desperately short of food or that it lacks the wherewithal
to pay for it if it becomes so. Mr Maxwell mentions sales to
chemicals, fertilisers and coal but the USSR also has reserves
of gold, platinum and diamonds.

e —
The guickest and most obwious source of hard currency of up to
about £100 million would seem to be to advance Project
Marathon. For larger sums I think wé would have to point
President Gorbachev towards asset sales but I see no reason to
make any such suggestion now. As you know senior officials in
the Treasury and FCO (the "Sherpas") are making preliminary
studies of ways of helping the Soviet economy by way of
consultancy, but I imagine that this route would only provide
benefits in 3 or 5 years time.

My Secretary of State certainly sees no reason for us to get
involved in an aircr with th particularly when
it looks so commercially unattractive.

As to export promotion in Eastern Europe Mr Maxwell seems to
belong to the school of thought prevalent in the FRG which
believes that it will be possible to recover any short term
losses from long term gains. But it is for busSIN&ss ITtEEIT to
decide whether THAi& TS tYru2. My Secretary of State believes
that the Prime Minister is well aware of the efforts that we
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the department for Enterprise

and other Departments are making to alert British industry to
the opportunities as well as the pitfalls of business in
Central and Eastern Europe.

Vor e
e

MARTIN STANLEY
Private Secretary
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10 DOWNING STREET
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Erom the Private Secretar)
22 March 1990
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SOVIET UNION AND EASTERN EUROPE

The Prime Minister saw Robert Maxwell briefly this evening
at his request. He had told us that he had an urgent matter
affecting Mr. Gorbachev to raise.

Mr. Maxwell said that he had recently met Mr. Yakovlev,
Mr. Gorbachev's closest adviser. It was quite clear that
perestroika was in far worse trouble even than we had imagined.
At times of great crisis, the Russians tended to turn to
outsiders for advice: Lenin had turned to Ford, Stalin to
Harriman, Brezhnev to Hammer and Gorbachev (wait for it) to
Maxwell. The most urgent need was for short and medium term
credit of up to US $20 billion for the purchase of food, consumer
goods, equipment and supplies. Without this, there was no way
that Mr. Gorbachev could get through. In return, the Soviet
Union could supply commodities, such as chemicals, fertilisers
and coal. There was also a particular project to sell wide
bodied Soviet jets, with US engines and Israeli avionics, to the
West. This proposal was known to President Bush and was being
discussed between a small number of industrialists in the United
States and Israel with Soviet officials. He wanted the Prime
Minister to be informed of all this.

The Prime Minister said she was grateful to be kept in the
picture and would discuss it with the Trade and Industry
Secretary, who had himself just returned from the Soviet Union.
In her view, Mr. Gorbachev had still not really grasped what
needed to be done to overcome the problems of the Soviet economy.
Only with fundamental change in the way they ran the economy
would they succeed. Mr. Maxwell said that he would be returning
to the Soviet Union sometime after the end of March for further
meetings with Mr. Yakovlev and probably Mr. Gorbachev too.
Meanwhile, he would be grateful if the Prime Minister would hold
knowledge of his contacts and of the wide bodied jets plan very
closely (although he had discussed the latter with Lord King and
Professor Roland Smith).

CONFIDENTIAL AND PERSONAL




CONFIDENTIAL AND PERSONAL

2

Mr. Maxwell also said that the Government should do more to
persuade British industry to take the opportunities which
existed in the Eastern European markets. The Eastern European
countries would need to modernise their industries and this
presented huge opportunities. There was a lack of co-operation
between Government and industry in Britain. Small firms needed
much more assistance getting into the market. The Government
should try to create a focus like the very successful 1992
Campaign. There also needed to be much more exchange of
information between Government and industry, as happened in
Germany. Another essential step would be to extend credit to
Eastern Europe. The Prime Minister said that we were actually
already doing a very great deal in these fields. But she did not
think it made sense to lend more to the East Europeans. Again
she would discuss Mr. Maxwell's ideas with the Trade and Industry
Secretary.

Finally, Mr. Maxwell said that the Bulgarians were very keen
to get on better terms with the United Kingdom. They felt at the
moment they were being treated as though they were Romania.
Actually they deserved better.

I am copying this letter to Stephen Wall (Foreign and
Commonwealth Office). I should be grateful if it could be given

a very limited distribution only. We will be making arrangements
for your Secretary of State to come in for an early talk with the

Prime Minister.

b;wJ\\'

1 ONPL

C. D. POWELL

Martin Stanley, Esq.,
Department of Trade and Industry.
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/

Foreign and Commonwealth Office

London SWI1A 2AH

20 November 1987

Franco-British Youth Exchanges

Thank you for your letter of 19 Novembe{/;bout
Mr Maxwell's discussion with the Prime Minister of Franco-
British youth exchanges.

Our present bilateral programme is administered by the
Youth Exchange Centre (YEC), which was set up in 1985 and
is financed by the BrifIsh Council (80%) and the DéPartment
of Education and Science (20%). 1In I985/86, the YEC
supported exchanges with F“Eﬁce involving some 4,400
individuals and costing nearly £91,000. Last yearvlhese
figures fell to 1,940 and_§§2!4OUHF3§§ect1vely, mainly
because of re-organisation of the YEC. We hope soon to return
to the 1985786 Ievel, but this does highlight an organisational
mismatch. The YEC is demand led and decentralised. Its
French counterpart tends™ to direct exchanges’ from the centre.
We are working in annual bilateral meetings and other contacts
to overcome this.

For comparison, the Franco-German youth exchanges are
organised by a special bilateral office, set up under the
Elysee Treaty with a budget of £10million per year. They
involve over a quarter of a million youﬁg peoplé from the
two countries evefy year. —

Between Britain and France, there is a large but
unknown quantity of visits and exchanges arranged directly
at local level without YEC involvement. We have however
long thought that it would be desirable to increase the YEC's
bilateral programmes with both France and Germany - our two
top priority countries in Europe - but we have been
constrained by shortage of resources.

A new complication is a Commission proposal, arising
from the People's Europe Report, for a Community youth
exchange programme, Youth for Europe (YFE). The proposed
budget is 30 mecu (£21 million) over three years. Although
we have secured major improvements in the text, the
programme is designed in part to encourage exchanges with
the poorer Southern Member States. It would not, therefore,
be possible simply to incorporate our existing bilateral

/exchanges
CONFIDENTIAL
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exchanges in YFE. Indeed, even if we could secure
agreement to a 6 mecu (£4.2 million) programme, which
will almost certainly be unacceptable to other Member
States, we would need additional resources if we were
to avoid reducing our bilateral programmes.

Although YFE requires unanimity for adoption, it is
very likely that even if we blocked it the Commission would
still be able to secure substantial funds for youth
exchanges through the budgetary process. Until the outcome
of the current negotiations is known, it will not,
therefore, be possible to assess the implications for our
bilateral programmes.

Against this background, any proposal to increase
Franco-British youth exchanges would have to be considered
carefully by the Departments concerned, particularly for
its expenditure implications. If therefore M. Chirac raises
this with the Prime Mihister on 22 November, the Foreign
Secretary recommends that she express general interest and
a willingness to study any proposal but avoid any firm
commitment.

I am copying this letter to Alex Allan (HM Treasury),
Tom Jeffrey (Department of Education and Science) and
Trevor Woolley (Cabinet Office).

<
@“’\@w\
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A,

(L Parker
Private Secretary

C D Powell Esqg
10 Downing Street
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19 November, 1987.

From the Private Secretary

D Dt 9‘3"\ ‘

FRANCO-BRITISH YOUTH EXCHANGES

Mr. Robert Maxwell came to see the Prime Minister this
evening. In the course of their discussion Mr. Maxwell said
that he had recently seen Monsieur Chirac, and found that
he was anxious for some initiative which would give impetus to
Franco-British relations. He compared the constant
institutional advances in Franco-German relations with the
absence of anything similar in France's relations with the
United Kingdom. 1In the course of their talk, M. Chirac had
said that he would propose to the Prime Minister, when they
meet next Sunday, that there should be an expanded programme
of Franco-British youth exchanges. Mr. Maxwell said that he
hoped that the Prime Minister would feel able to respond
positively to this.

The Prime Minister is quite open to the idea in the
abstract, but has not considered the implications of the A
proposal either in terms of organisation or expenditure. I s
should be grateful if you could let me have, for the purposes | ;.
of Sunday's meeting, a brief note setting out what already
exists in the field of youth exchanges with France, and
suggesting how the Prime Minister might best respond to a
proposal for expanding them.

I am sending copies of this letter to Alex Allan (HM
Treasury) and Martin Dinham (Overseas Development

Administration).
ény\F, dN;E%iiSQilwkh

Lyn Parker, Esq.,
Foreign and Commonwealth Office.
RESTRICTED




. PRIME MINISTER
MEETING WITH MR. ROBERT MAXWELL

You have agreed to a brief meeting with Mr. Maxwell at his

request. He has two matters to raise:

a possible initiative in Anglo-French relations. He

has recently seen M. Chirac;

his impressions of what is happening in Moscow, following

a recent visit there.

=

(C. D. POWELL)

18 November 1987
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