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Willﬁam" g

Your letter to Joan Bailey of the 27 July concerning Lord
Colnbrook’s request for the PM to meet officers and
Committee two or three times a year. (Top enclosure)

I have spoken to Joan Bailey who felt it better that she speak
direct to you on this matter,she feels that it is more of a

matter for the PM’s Diary Secretary.

Could you please contact when you have time on your
return.
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10 DOWNING STREET

LONDON SW1A 2AA

From the Private Secretary 27 JUIy 1993

As you know, in his letter of 27 April, Lord Colnbrook raised a number
of issues. Most of these were dealt with at the Prime Minister’s meeting with
him earlier in April and he has now also spoken to the ACP. There is,
perhaps, one matter still outstanding: Lord Colnbrook’s request that the Prime
Minister meets the Officers and Committee two or three times a year. Could
you let me know what, if anything, is being done on this.

WILLIAM CHAPMAN

Mrs. Joan Bailey,
Lord Privy Seal’s Office.



PRIME MINISTER

LORD PRIOR

You are seeing Lord Prior for tea here tomorrow. This is part of your charm
offensive in the Lords. Also Dominic had picked up that Lord Prior was
feeling a bit "neglected”. An hour is set aside but you could very reasonably

cut it to 45 minutes if you wished.

You might want to ask Lord Prior:

how he sees the political and Party situation generally;

how he sees the Maastricht Bill proceeding in the Lords (he is, of
course, a supporter but made no speech during Second Reading) -

does he intend to speak at a later stage?

what does Lord Prior see as other contentious issues in the Lords

(the Railways Bill?) - any views on handling them?

the performance of the Government front bench in the House:

morale in the House;
impression Lady Thatcher is making in the Lords;
how is GEC doing; what do the latest prospects look like for

business in overseas countries where GEC has an interest; grateful

for Lord Prior’s views on Malaysia and Japan given imminent

visits - saw reports of Lord Prior’s visit to Malaysia in May - how



iy

did he think it went?

On Malaysia and Japan we have asked DTI for advice on the composition of a
team of businessmen to travel with you. They could not confirm today whether
Lord Prior was on that list; I have asked them to crystallise their ideas by
tomorrow morning and reminded them of your preference for Lord Prior to be

included.

In your latest round of correspondence (at A) with Lord Prior you promised to
look into his suggestion of a new MOU for defence business with Malaysia. I
understand that the Malaysians do not want a new MOU as such but some sort

of package seems likely.

I also attach a note or two at B on Malaysia and Japan which you might wish to
draw on for conversation, including a brief assessment of the latest prospects

for the airport.

However, the main purpose of the chat is political. You will not want
Malaysia/Japan to take up too much time. But do you want more briefing on

the airport project?

Would you like me to sit in on the meeting and take any notes that are

necessary?

0 (WILLIAM CHAPMAN
15 June 1993
k:\parly\prior.kk




DY
(O
10 DOWNING STREET =Yy
LONDON SWIA 2AA
THE PRIME MINISTER 11 March 1993

It was very kind of you to send such full advice, in your letter of
5 March, about our approach to new business in Japan and Malaysia. I am
grateful too for your kind remarks about the results of the trip to India and the
Middle East. I am sure that you are right in underlining the importance of the

political factor in support of the efforts of private companies.

[ was particularly interested in your remarks about the Japanese aid
agency, and I shall certainly make use of this channel in the run up to my visit
to Tokyo. I also take your point about the potential benefits of a short stop in
Kuala Lumpur. T have this in mind, but have not yet taken a firm decision. I
shall take advice on your idea that we should consider a new MOU for defence

business.

I hope that all this will lead to some further good news on the industrial

(228

front.

The Right Honourable The Lord Prior
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The Rt. Hon. John Major, MP,
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Arnold has already written to you expressing
our appreciation of the support you have been giving us in
recent months and, in particular, in relation to the
Malaysian airport project. I have personally been closely
associated with that project and I am convinced of its
importance, not only for the contractors who hope to
participate, but also in relation to the overall political
and commercial climate between our two countries. I
cannot say how grateful I am to you that you felt able to
support our endeavours. I shall be returning to Malaysia
this Spring to carry forward the project and we will be
doing everything we can to make sure that as much business
as possible accrues to Britain.

We will also, of course, do whatever we can to
assist officials in phasing the ATP budget and we have
already discussed these matters with the ODA and DT{.

S S

You also wrote to me on 2 Febrﬁary about how
British Industry can take full advantage of overseas visits
by you and other Ministers, especially in relation to a
visit you will make to Japan in the autumn. We in GEC know
very well how decisive Prime Ministerial, and other
Ministerial, visits can be in bringing home substantial
business. In general the countries where intervention of
this kind is necessary are the non-OECD countries where
Government often has a decisive role, even in a market

ceefene

REGISTERED IN ENGLAND NO. 67307 - REGISTERED OFFICE: 1 STANHOPE GATE, LONDON

oo
) i"*ﬁﬁ




economy. Your visit to India and Saudi, however,
underlined the need for careful and sometimes lengthy
preparation if the visit is to be effective. Companies
bidding for the work must have a good and long-term
relationship with the customers in question and the ground
has to be prepared well in advance by earlier visits from
other Ministers. You will then be in a position to apply
the necessary finishing touches. Of course, all this
implies support from HMG in the form of credit and/or aid,
or even in other spheres which may not seem directly
related to the business in question. It is obviously
necessary to bring all these threads together in a co-
ordinated fashion.

As to Japan, while you may be able to win
important trading concessions or capture an inward
investment project of some significance, it is more
difficult. tossee, that country as a source of business for
large infrastructure projects. However, projects in third
countries financed by the Japanese aid agency, OECF, which
has enormous funds at its disposal, is an area well worth
your attention. Most of the projects OECF supports are
open to international bidding. Many British companies,
however, are chary of incurring the cost of making such a
bid because they feel that Japanese companies will, in some
mysterious Japanese way, inevitably be the favoured
contractors. We believe that much of this fear is
misplaced and that the OECF could be a valuable source of
funding for many projects where we should be competitive -
without cost to the UK taxpayer! A few examples of such
projects announced during your visit could be very
encouraging. Currently we have good hopes of winning an
air traffic control contract in China, but this may well go
through the OECF procedures before your visit. The 5 7 it
however, should know of other such bids which, if
successful, could be given some publicity at the time of

your visit.

ssnfann
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If you do go to Japan in the Autumn, there
could well be merit in stopping in Kuala Lumpur for a day
or so. Some of the negotiations on the new airport will be
underway at the time and this project is, of course, a good
example of Anglo-Japanese co-operation where GEC, at least,
hopes to win a share of the Terminal building which we
expect will be financed by OECF. In addition, provided the
ground is very carefully prepared, and we need to discuss
this in some detail, it may be possible for you to sign a
new MOU for defence business during the visit. The last
MOU has resulted in substantial business for GEC and BAe,
with many other companies benefiting and the contracts are
being paid in cash. We would like to explore this
possibility with MOD officials if you feel it worth while.

I hope you will find these observations useful.
How the Government deals with each particular case and
country depends on the particular circumstances, but in
general I cannot stress too much the importance of the
political factor of your visits in the non-OECD world in
relation to both the capital goods and defence industries.
Announcements such as you were able to make as a result of
the trip to India and the Middle East also have
considerable political import here in difficult times, and
give your supporters an opportunity to say so.
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meeting with ExCo, lunch with the Governor, and a press
conference before continuing on to Kuala Lumpur, where the
Prime Minister would then arrive in time for a working
dinner that evening.

We continue to support a visit by the Prime Minister
to Malaysia; the Prime Minister expressed interest in .

=

such a visit when the Malaysian Finance Minister called on
him earlier this year. We are making steady progress with
negotiation on a deal involving defenceﬂsalg§=,gd%aig%%;:"*
services; and an Anglo-Japanese consortium’is;biddiﬁé’for
the Kuala Lumpur Airport contract, potentially worth about
£150-200 million to the British companies involved. - The
programme here might take up the full working da gbfff'
Thursday 23 September (if the Prime Minister goes to
" Hong Kong). An earlier departure would be pos

"stagore

the Prime Minister decides against a Hong Kong :

Monaco G , ' Sips et

The Prime Ministe;@ﬁay wish to attend the "
International Olympic Committee meeting in Monaco on
23 September. If he do S, we would

1ste de Monaco
then the refuelling stop between Kuala Lumpur and London
would allow for a further brief visit. We recommend
either Israel or the United Arab Emirates

If the Prime Minister decides not to visit
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Businessmen

FCO and DTI like your idea of taking a business party, and have agreed it with
the Japanese. They propose a party of up to 12. Their first choice as leader is
Michael Perry (Chairman of Unilever and of the Priority Japan Campaign).

.

Aside from your official talks and the promotion of relevant commercial

DTI wish to start recruitirfg. Do you agree?

Programme in Japan

prospects (which include Rolls Royce Engines, small aircraft sales, scientific
instruments, inward investment, and UK/Japanese collaboration in the third

markets), DTI and FCO have proposed the following ideas:

scholarship scheme: the idea is to establish post-graduate exchange

scholarships, similar to the Rhodes Scholarshlps We are looking for
e ————

business sponsorships. The scheme would be announced during your

v131t

/ Lord Young is prepared to help A letter from you to him is attached for

signature;

Conference on UK/Japan Relations: to be held late 1993 or early 1994

in London (Chatham House, the 2000 Group). To be announced during
e N

Young Persons Forum: to develop links, early in their careers, between
potential leaders in UK and Japan. Already discussed by the Foreign
Secretary with the Japanese. Also to be announced during your visit;

JYour visit_You might then play a part in the Conference when it
happened;



collaboration in science and technology: William Waldegrave is due to

visit Japan soon after you, to attend a seminar. We would try to /

highlight S&T collaboration during your visit;

third country business: we might launch a co-operation initiative during
your visit. Malaysia is one of the areas where we are collaborating
(including the Kuala Lumpur Airport contract). This points to inclusion

of Lord Prior br another senior GEC representative in the business

party;

speech: the idea is that you would give a substantial set-piece speech on
Britain and Asia (covering politics, security, trade and investment) to a

suitably large audience during the Tokyo programme.

May I signal your approval to these ideas? %/9

DEPARTMENT FOR EDUCATION IDEA
DFE are developing school exchanges with the Japanese. They would like to

gi

Vi

ve this a boost during your visit. They are hoping to organise a two-week

sit by 6 secondary school pupils (from schools studying Japanese in the 6th

@
form) to Japan in September; and have been promised funding by‘Japanese

foundation.

Possibilities are: references in your speeches or press conferences; a visit by

you or Mrs. Major to one of the Japanese host schools; inclusion of the 6th

formers in a reception.

?/ S\If the dates fitted, could I offer the school party seats on the aircraft on the
P

/w

ay out? We shall have plenty of space. We could probably save them some

money. It would be a good news story. (Return journey not so good because

»



CONFIDENTIAL
COMMERCIAL IN CONFIDENCE Ccc/-
MINISTRY OF DEFENCE U
| WHITEHALL LONDON SW1A2HE
(‘—/] [( i
] 2 Telephone 071-2182111/2/3
SECRETARY OF STATE
[
MO 6,/19/7M 12“‘ May 1993

Dear Phl

UK/MALAYSIA RELATIONS: CALL BY LORD PRIOR

Lord Prior spoke to the Defence Secretary on Monday 10 May
about his recent visit to Malaysia and his impressions of Malaysian
strength of feeling about air landing rights for Mexico City and New
York. He had been given a difficult time over these issues on his ;

recent visit.

Lord Prior explained it had been made clear to him at all .
levels, including by Dr Mahathir, that the Malaysians believed the
UK to have done very well out of UK-Malaysian trade over the past
year. The Malaysians would expect the UK to be helpful over the
issue of airline rights and they found it difficult to understand
the relationship between HMG and British Airways, which was
different from theirs with Malayéian airlines.

Lord Prior felt that it would be very difficult to use the
airport project to provide compensation to British airlines but that
another Defence MOU would provide a framework that would allow us
both to meet Malaysian demands for air services and to compensate
British airlines for the loss of air routes. He was clear that the
Malaysians would be extremely unhappy if the Defence Secretary were

P Carey Esqg
Department of Transport

COMMERCIAL IN CONFIDENCE : 5 @
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. CONFIDENTIAL
COMMERCIAL IN CONFIDENCE

unable to be positive during his visit about prospects for a

satisfactory resolution of the issue.

Lord Prior explained that although there had not been much
encouragement from Dr Mahathir for increased defence expenditure,
the Malaysians had found some more oil and that might encourage
them. Lord Prior explained that he would also be contacting the

Foreign Office about Malaysian concerns.

The Defence Secretary assured Lord Prior that other Departments
were fully aware of the importance of this issue for UK-Malaysian
relations and trade and that he understood that prospects for
progress were encouraging. He did however take Lord Prior’s points
about the need to be positive on his visit to Malaysia next week
and he is keen to ensure that he is be able to make a positive and

substantive reply.

I am copying this letter to Roderic Lyne (No 10), Stephen Smith
(Foreign and Commonwealth Office), David Melville (Department of
Trade and Industry) and to Melanie Leech (Cabinet Office).

Ulcuub Q\fJ/

Alson

(A M BLAKE)
Private Secretary

COMMERCIAL IN CONFIDENCE

CONFIDENTIAL
5
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Thank you for your letter of 26 May, in which you confirm the ok

arrangements for the Prime Minister’s forthcoming meetings with ¢/5
peers.

You also asked for suitable briefing for these meetings. A note
on the Drinks Party with Conservative peers will be produced

nearer the time, and after the Second Reading debate on
Maastricht.

So far as Lord Whitelaw is concerned, the Lord Privy Seal
suggests that the Prime Minister may wish to invite Lord Whitelaw
to set out how he sees the Maastricht Bill proceeding through the
House of Lords. The Lord Privy Seal has discussed this with Lord
Whitelaw, and Lord Whitelaw, who is fully supportive of the Bill,
will participate both in the Second Reading debate and probably
during the Committee Stage. Lord Whitelaw has also been active

in encouraging former Cabinet Ministers to speak in the Second
Reading debate.

There are two other specific items about which Lord Whitelaw is /| J; 2.
known to have reservations. The first is the Railways Bill. | p,, 3w,
This Bill is likely to be difficult enough in the House of Lords, '{)“““J
running as it will have to in juxtaposition with the Maastricht

Bill. But if Lord Whitelaw were to speak against it it would

become very difficult indeed. Lord Whitelaw has spoken in broad

terms about his concern on the whole issue of railways’
privatisation, and the Prime Minister may wish to discuss with

him how far his concerns may have been alleviated by concessions

made in the House of Commons; and sound him out in broad terms /M.

as to what further concessions if any he would like to see made. \McGryar
The Prime Minister will be aware of Lord Whitelaw’s family y¢luctzt
connections with LNER. S wni

econd, Lord Whitelaw is known to have severe reservations about (ﬁ“ﬂv*r
he endlng of the moratorium on the takeover of British &=C&ismw
television companies by foreign interests. He expressed these hm~&nﬁ)
concerns in a speech on an Unstarred Question tabled by Lord

Buxten of Alsa on 31 March, Lord Whitelaw then made the

suggestion that the Government - and failing them, a backbench

Peer - should introduce a short bill to extend the moratorium
until 1996. It is understood that that option is being actively
considered for introduction, probably by Lord Buxton, at the
moment.

Lord Whitelaw would of course support such a Bill.




:3 far as Lord Prior is concerned, the Lord Privy Seal is not
rare Ef any specific 1ssues which are of concern to him at

g esent, thugh he may wish to raise with the Prime Minister
Ssues arising from his Chairmanship of GEC.

Lord'Prior has not put down his name to speak on the Second
Reading debate on the Maastricht Bill.

MRS J M BAILEY
Principal Private Secretary
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RAIL PRIVATISATION: KEY CONCESSIONS MADE

Control of Fares

We intend to bring forward amendments to the Railways Bill in respect of fares
control based on four principles. First, that a clear duty should be placed on X
the Franchising Director in respect of fares control. Second, that the exercise

of that duty in relation to fares should be through the franchise agreement. X
Third, that this duty should not be limited only to services where there is a )(
monopoly. And fourth, that in exercising his judgement on what constitutes a
reasonable level of fares, the Franchising Director should be under an 7(

obligation to have regard to the interests of passengers.

The Government has also accepted that the Railway Users Consultative )(

Committees should be able to comment on all aspects of fares. This represents a

significant extension of the scope of the Consumer Committees’ activities.

Other Discounted Fares/Railcards

On the issue of discounted fares, the Government will bring forward an

amendment to the Bill to impose a duty on the Franchising Director to require,
through franchise agreements, participation in discount fares schemes for senior 7<
citizens, disabled people and young people. Under the Bill the Franchising

Director will have the power to require franchisees to participate in London
Travelcard. The Secretary of State will give guidance to the Franchising

Director on the exercise of that power. Franchisees will then be required to

participate in accordance with the terms of their franchise agreements.



Network Benefits - Other Topics

The Government has sought to ensure that the railway industry should be in a
position to offer passengers the network benefits they value in the present
system, whilst leaving flexibility for new operators to introduce initiatives of

their own.

In brief, we have given a commitment to the continuation of through-ticketing,
across a range of ticket and fare types, as now. We have agreed that there
should be a requirement on Railtrack to arrange publication of a national
timetable if publication is not undertaken by another party. The Regulator and
the Franchising Director will be able to impose appropriate requirements as to

network benefits in the light of their respective functions and duties.

p\rail.as
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OWNERSHIP OF ITV COMPANIES

Line to Take

¥ Ownership rules were thoroughly debated in Parliament and the new

system has only been operating since January. Extending the moratorium [ /

on takeovers would require primary legislation.

- Normal competition rules would apply to any prospective takeover.

- In addition, a new owner would have to display the fitness to hold a
licence (assessed by the ITC) and would have to meet the licence
conditions agreed when the franchises were awarded.

- Worries about foreign takeovers are probably exaggerated - foreign media
grants seem to be seeking part ownership of companies in other

countries, rather than complete ownership.

- Peter Brooke will be meeting ITV Chairmen on 14 June to discuss their ’
l
i

views. I am particularly keen that the position is considered carefully. |

Background Note

I The ownership rules in the Broadcasting Act 1990 prevent any company
from holding a controlling interest in two of the nine largest Channel 3 licences.
A person owning two regional Channel 3 licences - one of which must be small
- would be permitted to have a maximum of a 20% stake in one further licence,
and a maximum 5% stake in any further licences. The restrictions could be

relaxed by amending Order, requiring a debate in both Houses.

2 Until the end of 1993, all takeovers of Channel 3 (ITV) licensees are
prohibited unless they have the approval of the ITC. ITC is likely to be



unsympathetic to a hostile takeover. The ITC has approved in principle the
proposed merger between Yorkshire TV and Tyne Tees who hold the ITC
licences for NE England. New licensees will be fully bound to honour all
commitments given by the original licensees, including the requirements to

provide regional programmes.

3. The Channel 3 companies, especially Central TV, have been lobbying for
a relaxation of the rules to allow more cross-ownership between licensees, to
give them a strong domestic base from which to fend off foreign takeovers and
to compete in Europe. This might also help to maintain the network, which is
likely to be under tension because of the large differences in the size of the
winning bids for franchises. But any move would also open up a minefield of
other contentious issues, such as cross-ownership of press and broadcasting

interests, eg by News International.

[Home\TV.MRM]



From: The Rt. Hon. The Viscount Whitelaw, K.T., C.H., M.C.

HOUSE OF LORDS
LONDON SW1A OPW

ngﬁa

1st June, 1893

PERSONAL AND CONFIDENTIAL

Dean Ja.

Many thanks for your leter of the 27th May, and
invitation to supper on Monday, 7th June. £ 3
delighted to ceme but, alas, ¥ hayve &o cancel
enagement, which I certalnly intend to do.

I am also engaged with the Maastricht Bill in
Lords, over which I have activated myself :
intending personally to speak on the 1€
trust pos:.tlvely amd helpfully!
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Yours etc

[Please acknowls ge receipt: I am obtainable on
fax number 0327 349825.)
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\ - From The Rt llon The Lord Lawson PC

31 May 1993
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10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 27 May 1993

ﬂ, e

It seems too long since we met and had the opportunity for a chat. I
wonder, therefore, whether you would be free to have a private supper with me

in the flat here on Monday 7 June at, say, 8.00 pm?

It would be delightful if you could manage it. Perhaps your secretary
could let Sandra Phillips here know. If that date is impossible for you I should
be more than happy to find an alternative time, although it may have to be some

little way off as pressures on my diary do not seem to get any less!

The Right Honourable The Viscount Whitelaw, K.T., C.H., M.C.

e~



IN CONFIDENCE

10 DOWNING STREET
LONDON SWIA 2AA

From the Privace Secretary 26 May 1993

We spoke about forthcoming Prime Ministerial engagements with peers
and this is to confirm the arrangements.

The Prime Minister has decided to invite Lord Whitelaw to supper on
Monday 7 June; to invite Lord Prior in for a drink on Friday 4 June; and to
accept Lord Wakeham’s offer, for which he was grateful, to host a drinks party
with selected Conservative peers on Monday 14 June from 6.30 to 7.30 pm.
These are all now in our diary, subject to Lords Whitelaw and Prior accepting.

I should be grateful for suitable briefing in time for all these events.
This should cover the best approach for the Prime Minister to take with Lords
Whitelaw and Prior on Maastricht, and brief notes on any other items that may
be of concern to them. It would be helpful to see the list of peers who are to
be invited to the party somewhat in advance of the main brief.

I am copying this to Ed Ollard (Lords Chief Whip’s Office).

WILLIAM CHAPMAN

Mrs. Joan Bailey,
Lord Privy Seal’s Office.

IN CONFIDENCE

T —— e e



PRIME MINISTER / | *( /(U / |

[ promised you a note on possible meetings with Peers in the run-up to, and
during, the Maastricht Bill in the Lords. I have now spoken to Jonathan Hill
and Lord Wakeham’s office about this.

Would you be content with the following proposals?:

= Monday 7 June: supper in flat with Lord Whitelaw. I appreciate this

will take more time than may be desirable, but there is no obvious
\ shorter slot available for a social or semi-social call between now and the
“! “Lords’ Second Reading on 7 and 8 June. But Lord Whitelaw is worth a

decent investment of time;

= a drink with Lord Prior at 1845 on Friday 4 June before your dinner for
N jA Bill Deedes at 1945. Lord Prior is likely to make a speech on the

Second Reading so should be seen before then if possible:

= a drinks party with selected Conservative Peers to be organised by Lord
e Q(‘ Wakeham, on Monday 14 June from 1830 to 1930. This would be part
of the softening-up process in advance of the Committee Stage which

starts on 22 June.

with the above?

"/ WILLIAM E. CHAPMAN
25 May 1993

i
p\promised.as




MR. HILL

Understandably, we were not able to discuss Lords engagements today or

yesterday. Perhaps we could have a word on Monday.

I think two of the engagements in prospect involve you.

The first is the usual pep talk to the Association of Conservative peers before

the summer recess which is, of course, entirely for you.

The second one is some sort of function pre-Maastricht. Dominic has suggested
that the Prime Minister attend a function with a Maastricht flavour ( gin and
bitters?) with Conservative peers between Second Reading and Committee Stage
of the Maastricht Bill. And Lord Wakeham has suggested that he host a small
drinks party with selected backbenchers; unless Dominic, to whom I am
copying this minute, thinks otherwise, this probably subsumes his idea.

(As to the timing, since Dominic made his suggestion, Lord Colnbrook has
mentioned that he plans to invite the Foreign Secretary to talk to the ACP
before Second Reading and would like an interval (unspecified) between that

engagement and the Prime Minister’s.)

In addition, the Prime Minister has agreed to invite Lords Whitelaw and Prior

in separately for tea or a drink before Lords Second Reading.

The Prime Minister still has an outstanding commitment to take tea with Lord
Strathmore in the Lords which I will arrange in due course - probably a little
before Second Reading would be best. And he is due to lunch with the



Heskeths at Easton Neston on 25 July.

This amounts to a fairly decent charm offensive in the Lords, unless you have
any other suggestions.

WILLIAM CHAPMAN

14 May 1993
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Could we check please on the number of outstanding engagements with a Lords

flavour? As I understand it, the following have been agreed in principle:

visit to Easton Neston (Lord Hesketh) — 2SS TM
I~y Ovv- w\ L

- tea with Lord Strathmore in the House of Lords — 7 ‘3\
ot rvaavnodrtng AAs 2es
- usual pep talk to the Association of Conservative Peers before the ke )

SUummer recess.

In addition, Dominic has suggested that the Prime Minister attend some sort of

function with a Maastricht flavour with Conservative peers. R Ny n~e

And Lord Wakeham has suggested that he has a small drinks party with selected
back-benchers which the Prime Minister would attend. I am not sure whether

this would replace or complement Dominic’s idea. ) N~ i

Perhaps we could have a word about where we are on all these.

NI

~—

WILLIAM
28 April 1993
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ASSOCIATION OF CONSERVATIVE PEERS

I understand that there was a plan to get the Prime Minister over
to the House of Lords between now and the summer recess on a
tonic for the troops/warm-feelings visit. One idea, mooted by
Lord Wakeham, was that he should also sit in on one of the less
mind numbing of the Lords’ debates (much as he did on his

successful first visit to the Lords in early 1991).

I was talking to Hesketh’s office about other things and they
mentioned this possible visit. If it was still in prospect would
it not be better to have him look in on a reception for the ACP
at a suitable stage during the Lords passage of the Maastricht
Bislie?

That makes sense to me. A short pep talk from the Prime Minister
would help them to resist the blandishments of Lord Tebbit etc.
If so, the ideal time would be between second reading and
committee stage (ie the week beginning 7 June. Their Lordships

are all away at Ascot the following week).

If you agree this timing and approach looks sensible, may I leave

it to you to pursue direct with Sandra?

DOMINIC MORRIS /)| ,) . A neednit
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ASSOCIATION OF CONSERVATIVE PEERS

I understand that there was a plan to get the Prime Minister over
to the House of Lords between now and the summer recess on a
tonig for the troops/warm-feelings visit. One idea, mooted by
Lord Wakeham, was that he should also sit in on one of the less
mind numbing of the Lords’ debates (much as he did on his

successful first visit to the Lords in early 1991).

I was talking to Hesketh’s office about other things and they
mentioned this possible visit. If it was still in prospect would
it not be better to have him look in on a reception for the ACP

at a suitable stage during the Lords passage of the Maastricht
Bill?

That makes sense to me. A short pep talk from the Prime Minister
would help them to resist the blandishments of Lord Tebbit etc.
If so, the ideal time would be between second reading and
committee stage (ie the week beginning 7 June. Their Lordships

are all away at Ascot the following week).

If you agree this timing and approach looks sensible, may I leave
it to you to pursue direct with Sandra?

DOMINIC MORRIS
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The Rt Hon The Lord Colnbrook KCMG

27 April 1983
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Thank you so much for sparing time to see me yesterday so
that T could repert to you the feelings of many (but not all)
members of the Association of Conservative Peers.

As I said to you, I am sure their morale can speedily be
restored. The surest way of doing that is by some step to make
them feel that their views, often if not always based on the
experience of years, are of real account to you and your
Government and that it really is worth their while to turn up and
express those views. In that connection I am most grateful to
you for saying that you will discuss with Michael Howard the
detail of the Housing and Urban Development Bill that I raised
with you to see if anything can be done. I accept, of course,
that it may not be possible to do everything that the majority
of our people want, but even some smaller concession will be very
well received.

Thank you also for your two other offers - to come and
address the Association this Summer whenever we think it most
appropriate and to meet the Officers and Committee on a regular
basis, twice or maybe three times a year, for an exchange of
views. This latter will be a considerable encouragement to our
people as they will feel that their views really are getting
through to you and that you take serious account of them.

With regard to your visits to the Association during the
coming months, I have discussed this with John Wakeham and we
agree that it would be best to leave this over for the moment.
1 plan to invite Douglas Hurd to come to talk to us as soon as
the Maastricht Bill reaches us here and before we embark on its

/ Second Reading



page two

Second Reading. This is not a very long gap and to invite you
too at around that time would, T think, be over—egging it. &&;
LE T mey... Towidloaged g touch with you in a few weeks’ time to |
see if we can arrange a date a little later in the Summer when r{’
it will be convenient for you to come and talk to us.

Once again, my warmest thanks and all my very best wishes.




CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

27 April 1993
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I enclose a note of the Prime Minister’s meeting with Lord Colnbrook
yesterday. Of eight or nine items concerning the Conservative Peers, the
greatest source of dissatisfaction appears to lie in the Government proposals for
leasehold reform.

The Prime Minister was grateful for your Secretary of State’s letter and
note of 23 April reporting on his meeting with the ACP. He noted the
Secretary of State’s view, that the Government should not change course unless
defeated or unless facing the prospect of defeat at Report. He would be

grateful nonetheless for the Secretary of State’s views on the intrinsic merits of
the Peers’ concern over residence and Lord Renton’s 51 per cent proposal.

I am copying this letter to Joan Bailey (Lord Privy Seal’s Office) and Ed
Ollard (Government Whips’, House of Lords).

w,

WILLIAM CHAPMAN

Ms. Helen Morris,
Department of the Environment

CONFIDENTIAL
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From the Private Secretary

27 April 1993
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MEETING WITH LORD COLNBROOK

Thank you for the briefing note which you supplied for the Prime
Minister’s meeting with Lord Colnbrook, which took place yesterday.

Lord Colnbrook reported that there was a mood of dissatisfaction among
some Conservative Peers, who were asking why they should vote for the
Government when the Government did not listen to them. The concerns in his

letter of 22 April to the Prime Minister were not shared by all his colleagues,
but all were a cause of concern to some. Lord Colnbrook then elaborated on
some of the items.

The Prime Minister said that he quite understood that the Government
had been and would be imposing heavy burdens on the Peers; that the
Government had recently come through a bumpy patch; and that it was natural
that loyal supporters should feel some discontent.

Turning to the list of issues in Lord Colnbrook’s letter, the Prime
Minister explained that he was as concerned as colleagues about some of them.
However, bringing in private sector skills to British Rail should improve the
services it offered; the Post Office would retain the nationwide letter service,
Post Office network and the uniform tariff structure and (on Privy Counsellor
terms), Post Office privatisation would not be in the Parliamentary programme
next session; he agreed with some of the criticisms of the Criminal Justice Act,
(again, on Privy Counsellor terms, there would almost certainly be a new
Criminal Justice Act in the next session); and the Government was working to
achieve a level playing field in broadcasting. He was as concerned as anyone
to reduce regulation. On Privy Counsellor terms, a Deregulation Bill would
probably be in next Session’s programme. In tackling individual items of
regulation, the main problem was that deregulation would involve primary

CONFIDENTIAL
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legislation unless a Henry VIII type power could be included in a Deregulation
Bill. Given their concerns on regulation, would the House of Lords wear this?
[Lord Colnbrook did not give a definite reply to this!]

The Prime Minister went on to ask what would most satisfy the Peers?
Lord Colnbrook said that the most effective thing would be to concede a point
on leasehold reform in the Housing and Urban Development Bill, especially on
the question of residence. Most Peers did not object to the idea of
enfranchising people who lived in flats, but did object to non-resident
leaseholders having a vote in the matter. The Manifesto had offered reform to
"residential leaseholds living in blocks of flats". The current proposals went
beyond that. It would also help if the Government took up Lord Renton’s
suggestion that a block’s enfranchisement should not proceed unless 51 per cent
of residents voted in favour.

The Prime Minister explained that a good deal of pressure for reform had
come from Conservative backbench MPs. He had some sympathy for some of
the Lords’ concerns. He would talk to the Secretary of State for the
Environment about them.

Lord Colnbrook asked if the Prime Minister would see the Executive of
the Association of Conservative Peers twice a year. The Prime Minister agreed
to do this, in addition to his usual pre-summer recess talk to the whole
Association: one meeting might take place in the autumn, just after The Queen’s
speech, another in the run up to Easter, and the meeting with the whole
Association at the usual time. As to this summer’s meeting, he would arrange a
date to suit the wishes of Lord Wakeham and Lord Colnbrook. Lord Wakeham
and Lord Colnbrook agreed to discuss this further.

I am copying this letter to Paul Coby (Department of Transport), Nick
Welch (Department of Trade and Industry), Julian Walker (Home Office),
Nicholas Holgate (Department of National Heritage), Helen Morris (Department
of the Environment) and Ed Ollard (Chief Whip’s Office, House of Lords).

/7[’

/V\M ~
WILLIAM CHAPMAN

Mrs. Joan Bailey,
Lord Privy Seal’s Office

CONFIDENTIAL



100%

&S

RECYCLED PAPER

LONDON SWIP 3EB

071-276 3000
My ref :
The Rt Hon John Major MP Youe e
The Prime Minister
10 Downing Street
LONDON SW1A 2AA 23 April 1993
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ACP MEETING ON LEASEHOLD REFORM

I attended a meeting of the Association of Conservative Peers on
Thursday 22 April to discuss leasehold reform. It was a very
well attended meeting and as you would expect strong views were
expressed on the subject. The main complaint was that, although
the manifesto referred to enfranchising resident leaseholders,
non resident leaseholders of flats would also come within the
scope of the Bill as presently drafted. Briefing on this point
and other points of concern is attached, together with a short
note on the meeting.

I explained at the outset of the meeting that I have tried to
steer an even course on the Bill not veering either B EEs
landlord or 1leaseholder interests. I added that I was not
persuaded of the need to make any significant changes to the Bill
although I was, of course, there to listen and to reflect on what
was said.

I have discussed our future conduct of the Bill with John Wakeham
and Alexander Hesketh. We are all of the view that we should not
change course unless we are defeated, or look like being defeated
at Report stage. Any change would create its own handling
difficulties, both in the Lords and on return to the Commons.

I am copying this letter to John and Alexander.

)

)

e

2 MARSHAM STREET

A A

/77 MICHAEL HOWARD
(approved by the Secretary of State
and signed in his absence)

Lop




MAIN POINTS RAISED AT MEETING OF ASSOCIATION OF CONSERVATIVE
PEERS

1. NEED FOR RESIDENCY TEST

Lords Clark and Boardman argued that non resident leaseholders

inamy block of flats should be excluded from the calculation of
a two thirds qualifying majority for eligibility for leasehold
enfranchisement in the Bill since the manifesto only referred to
resident leaseholders. As the Bill stands only those on leases
shorter than 21 years or who pay more than a low rent (defined
in various ways) are counted as non qualifying tenants in

assessing whether a block of flats qualifies for enfranchisement.

2 UNFAIRNESS OF VOTING PROCEDURE

Lord Renton complained that in an extreme case only two thirds

of a block might be qualifying leaseholders and of those only two
thirds vote in favour. The landlord would then lose the freehold
when only 44% of the block had voted in favour (two thirds of two
thirds). [This is a proposal that we should look at very
carefully].

L'fO[J f’“ﬂi Ehiaviornameat  LapdA Wlfff:jﬂ»—'t‘
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Lord Dilhorne argued that if a Crown properties eg parts of

Regent's Park were exempt why should not other estates (ie Duke
of Westminster's) not be exempt as well. [The Crown has
voluntarily included for enfranchisement most of its estates even
though it is exempt under the terms of the Bill.]

4. GARAGES UNDER COMMERCIAL FLATS

Lady Gardiner wanted to know whether garages under blocks of
flats would count as part of the rule that if more than 10% of
a block's value was made up of commercial leases enfranchisement

was not available (although leasehold extension would be).



—

[In fact an amendment will be put down at Report Stage to the
effect that residents' garages will not count towards the 10%.

Commercial garages, however, will count].



ANNEX A

RESIDENCE TEST

Issue

1 Whether a residence
qualification should apply to
tenants for the purpose of
collective enfranchisement of flats.
Some peers argue that a test is
necessary.

Houses

2 The Leasehold Reform Act
1967 includes a residence test for
both lease extension and
enfranchisement of houses in
single occupation. It requires the
leaseholder to occupy the house as
principal private residence and to
have done so for at least 3 years
out of the last 10.

3 The 1967 Act also excludes

companies owning residential
leases on houses.

Flats - enfranchisement

4 The Bill does not include a
residence qualification for the
enfranchisement of flats because it
is a collective rather than an
individual action. There are already
two hurdles which the tenants
must clear before they are entitled
to enfranchise. First, at least two-
thirds of the flats in a block must
be held on long leases at a low
rent. Second, of those qualifying
tenants, at least two-thirds must
wish to participate. If tenants
were disqualified unless resident it
would be difficult to satisfy the

first test. If a majority or other
proportion of the participating
tenants must be resident it would
be more difficult to pass the
second. For similar reasons,
corporate leaseholders are not
excluded.

2 Landlords feel strongly that
people who will benefit from the
new rights should reside in their
property. This is logical, but
impracticable. A test would in
effect disenfranchise many
"genuine" resident long
leaseholders. Landlords say that
the Government’s stated aim was
that leaseholders should have the
right to control and manage their
own homes. But a residential lease
does not imply occupation - it
distinguishes the lease from a
commercial one. They also claim it
is wrong that non-resident foreign
nationals could join in the
acquisition of landlords’ property.

Flats - new leases

6 The case against a residence
qualification for lease extension is
weaker. It is an individual right,
and the arguments about
assembling a quorum to exercise
the collective right do not apply.
The Secretary of State undertook
to apply to flats a similar test to
that which already applies to
houses. This was done in Lords
Committee.



ANNEX B

CHARITIES

Issue
1 Whether landlords with
charitable status should be

exempted from enfranchisement.
Some peers wish to see such an
exemption.

Current provisions in the Bill

2 The Bill provides that tenants
of flats whose landlord is a
charitable housing trust and whose
lease is granted in pursuit of the
trust’s charitable purposes will not
qualify for the new rights. A
Government amendment s
proposed for Lords Report which
will import a similar provision into
the 1967 Act applying to existing
leases of newly-enfranchiseable
houses and also new leases of any
house entered into after
enactment.

) A charitable housing trust is
a body which is both a housing
trust, as defined in section 6 of the
Housing act 1985, and a charity
within the meaning of the Charities
Act 1960. Therefore it restricts
the exemption to charities using
the whole or substantially the
whole of their funds for the
purpose of providing housing
accommodation.

Other issues

4 Other landlords which may
be charities are not exempted.
Although they may apply their

income for charitable purposes, as
landlords they will normally behave
in a commercial manner. Indeed
charities generally are obliged to
mange their assets so as to protect
their capital and to maximise their
revenue. As landlords, there is
little distinction between charities
and commercial landlords.

5 All  landlords, including
charities, will be paid a fair price on
enfranchisement - the full market
value including at least 50% of any
marriage value.

Summary

§) No plans to change principle
of no general exemption for
charities but we propose an
exemption for charitable housing
trusts under the 1967 Act.



ANNEX C

VALUATION

Issue

1 Whether the valuation
provisions should be changed to be
more favourable to landlords. Our
proposals give market value but
some peers argue that they are
unfair to landlords.

Flats

2 Tenants purchasing the
freehold will pay the sum of:

(i) the open market value of
the landlord’s interest (what
they could get in voluntary
sales to a third party);

(i) a share (at least 50%) of
the marriage value (the extra
value created by bringing the
freehold and leasehold
interests  together under
single control), and

(iii) compensation for any
loss of value (severance) to
the landlord’s other retained
property (eg reduced
redevelopment potential),

plus the landlord’s reasonable costs
for the transaction.

3 The price for a new lease will
be worked out on similar principles.
The landlord’s compensation will
be the difference in value between
his interests before and after the
new lease is granted.

4 Most attention from
Conservative peers concerned the
50% marriage value minimum.

They argued that it should be
higher. This would be unfair
because the market normally
divides the extra value equally,
though landlords occasionally get
more when they have an unusually
strong bargaining position. Our
proposals do allow landlords a
bigger share if they show that they
could get it in a voluntary
transaction.

Houses

5 The 1967 Leasehold Reform
Act contains two valuation bases.
The first applies to low value
houses and gives the landlord only
the value of the land, ignoring the
tenant’s special interest. The
second applies to medium value
houses and will apply to the
houses newly-enfranchised by the
Bill. It does reflect the tenant’s
special interest. The marriage
value share is left to the market
and not prescribed.

6 The Earl of Lytton moved an
amendment to apply a 50%
marriage value floor to the
valuation of houses. He withdrew
it, persuaded by Lord Strathclyde’s
argument that the change was
unnecessary. In practice landlords
do receive a 50% share of the
marriage value under the special
valuation basis, and Lands Tribunal
decisions support that division.

7 An amendment made in
Lords Committee added a provision
for compensation for severance.



ANNEX D

HERITAGE

Issue

1 Whether there should be
special treatment for buildings and
estates of "heritage" significance.
Some peers fear that
enfranchisement will harm the
heritage.

Background

2 The heritage lobby says that
part disposal of properties because
of enfranchisement might lead to
the loss of designation from
inheritance tax. This could then
cause the break up of an estate
and loss of undertakings for repair,
maintenance and public access.
They also argue that heritage
properties, including those owned
by building preservation trusts
should in any case be exempt from
enfranchisement as they are better
safeguarded where the freehold
remains in the control of existing
owners.

Inheritance tax

3 We decided that properties
designated for conditional
exemption from inheritance tax
purposes should not be exempted
from enfranchisement, but have
asked Treasury if they are prepared
to amend the Inheritance Tax Act
1984 so that enfranchisement
does not lead to a review of the
designation.

Heritage properties and buildiqu
preservation trusts

4 We believe strongly that the
extension of enfranchisement will
not threaten heritage properties,
and there should be no general
exemption. Where coherent
management is necessary to
preserve an historic estate, an
estate management scheme can
provide fully adequate powers for
the former freeholder to ensure
that the property is maintained.
Such schemes were introduced by
the 1967 Leasehold Reform Act
and have proved generally
effective. Other provisions, such
as listing and conservation areas,
will also protect such properties.

D We propose to strengthen
the provisions for the
establishment of estate
management schemes, and have
already accepted an amendment to
require that approval of a scheme
by the Tribunal shall (not may)
have regard to architectural or
historical considerations.



ANNEX E

CROWN EXEMPTION

SUMMARY

The Crown is exempt from
the provisions. Asin 1967
the Crown bodies have
given a voluntary
undertaking to agree, in
most cases, to voluntary
enfranchisement or a new
lease under the same
qualifications and terms as
will apply to leaseholders
whose landlord is not the
Criown. In those
exceptional cases where
the Crown. refluses
enfranchisement it will be
prepared to negotiate new
leases.

THE UNDERTAKING

Enfranchisement of
property which would
otherwise qualify will be
refused where the land is
held inalienably by the
Crowin.,  0or.. ia.__Gertain
circumstances specific to
the Crown.

Property will not be able to
be enfranchised where it
has a long, historic or
particular association with
the Crown.

Property will not be able to
be enfranchised where the
property is within or
intimately connected with
the Historic Royal Palaces
and Parks.

Property will not be able to
be enfranchised where
there are special security
considerations.

Regents Park Estate will
not be able to be
enfranchised. It is part of
the hereditary lands of the
Crown. The Nash
Terraces form an essential
part of the estate as
designed by Nash for the
Prince Regent. They are
exceptional in their
association with the
Crown and as an essential
part of Regents Park.

BACKGROUND

The 1992 undertaking has
more limited exemptions
than the "T907F
undertaking. The Crown
has agreed to adhere far
more closely to this
legislation.

Individual tenants should
discuss their position with
the Crown Estate.



ANNEX F

ENFRANCHISEMENT BY A MINORITY

Issue

1. Whether a minority of tenants
in a block of flats should trigger
enfranchisement. Some peers
suggest this is unfair to landlords.

Current provisions in the Bill

2. To qualify for collective
enfranchisement, at least two
thirds of the flats in a block must
be let on long leases, and at least
two thirds of those long
leaseholders must agree to
purchase the freehold. It is
therefore possible - though unlikely
in practice - that 4/9 of the tenants
could trigger the process.

Consideration

3. Qur paolicy s that
enfranchisement should only be
possible in blocks where most of
the value was transferred to
tenants when the leases were
granted.

4. Tenants’ groups argue that the
right to enfranchise should be
exercisable by a simple majority,
and point to the 50% threshold in
the right of first refusal provisions
of the Landlord and Tenant Act
1987.

5. But if only one of the two-thirds
thresholds was reduced to 50%, it
would be possible for one-third of
the tenants to enfranchise and
effectively become the

landlord of the remaining two-
thirds. This would be
unacceptable.

6. Landlords argue that the right
to enfranchise should not be
exercisable by a minority of
tenants.

7. It is reasonable that a minority
of tenants might enfranchise,
provided that it would represent a
majority of the long leaseholders,
who have a long term and
substantial interest in the block,
and the long leaseholders
themselves represent at least two
thirds of the flats. A substantial
majority of those eligible to
participate have to affirm positively
that they wish to do so.

8 There is a precedent for a
minority (45%) threshold in the
compulsory purchase provisions in
Part Ill of the Landlord and Tenant
Act 1987.

ressing reasons
current proposals.
hinted that any
charf@e is contemplated.
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to London. It makes your
Contlnued on Page 2 Col 6 mouth water.™
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WHITEHALL, LONDON SWI1A 2AT
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PRIME MINISTER’S MEETING WITH LORD COLNBROOK
MONDAY 6 APRIL: 4.00 PM

As we agreed, I attach a briefing note for the Prime Minister’s
meeting with Lord Colnbrook on Monday, suggesting how the various
topics in Lord Colnbrook’s letters of 2 April and 22 April might
be handled.

If it would be helpful, Lord Wakeham and Lord Hesketh would be
happy to discuss this with the Prime Minister in the margins of
the business managers’ meeting on Monday morning.

Please let me know if there is anything further that the Prime
Minister needs.

DAL

Joun .

el

MRS J M BAILEY
Principal Private Secretary

William Chapman Esq



PRIME MINISTER

\\, ;//

MEETING WITH LORD COLNBROOK, 26 APRIL, 1600

Lord Colnbrook asked to see you because of alleged low morale in the
Association of Conservative Peers (letter at A) and leasehold reform (Whips
Office think morale is now on the up, after a low last September). A further
letter, arrived this morning (at B), listing seven other items he also wants to
raise! I am afraid this means the attached briefing is inevitably rather lengthy
but you know the main issues on most of the subjects and could deal with them

in your sleep.

A handling note from Lord Wakeham is at C with some background on Lord
Colnbrook’s request. Essentially, Lord Wakeham recommends that you are all
sweet reasonableness, ask Lord Colnbrook for the detail of the peers’ concerns
(which he thinks Lord Colnbrook will be hard put to substantiate) and assure

him of your deep appreciation of what the peers do.

Briefing is attached as follows:

Flag D -  a note from Michael Howard on leasehold reform and his
recent meeting with the ACP on this subject (watch out for
Lord Renton’s complaint about unfairness of the voting
procedures - this is something the Government may want to

consider);

Flag E -  BR privatisation (emphasise Government’s commitment to
continue subsidy for socially necessary but loss-making (i.e.

rural) passenger services and its concern for safety);

Flag F - Post Office privatisation (emphasise that nationwide letter

service, Post Office network and uniform tariff structure are



-

the Government’s three non-negotiables);

Flag G - privatisation of the Prison Service (aims to improve value
for money; keeping close scrutiny on two prisons already
contracted out; Prison Service tendering for the next one,

Manchester Prison);

Flag H -  defence cuts;

Flag I - defects of Criminal Justice Act (emphasise Home Secretary’s
review of provisions which appear not to be working
properly, e.g. unit fines and taking account of previous

convictions);

Flag J - ability of foreign companies to take over British broadcasting

companies.

You probably only need to look at the briefing on leasehold reform and

broadcasting.

Lord Colnbrook also wishes to raise over-regulation. You could suggest he

feeds in specific examples to Michael Heseltine’s review as soon as possible.

In case Lord Colnbrook raises it, a note on his Government car is at Flag K.

Would you want Lord Wakeham to be there? He is very keen to attend and

Alex has already indicated that he would be welcome. It would be useful to

have him there. The downside is that Lord Colnbrook may feel a bit

constrained.



Best not to mention Lord Wakeham’s reception for the ACP, which you have

promised to attend. It’s not yet fixed up.

Any other briefing you would like?

o
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BRIEFING FOR THE PRIME MINISTER’S MEETING WITH LCRD COLNBROOK,
MONDAY 26 APRIL AT 4.00 PM

i[5 Background

Lord Colnbrook is in a difficult position. There is certainiy
a great deal of concern within the ACP about the leasehold
provisions of the Housing Bill. However, there is also a less
vocal body of opinion within the ACP which is supportive of the
Bill. Mr Howard’s note of his meeting with the ACP records, for
instance, Lady Gardner of Parkes’ point, 1in support of the

leaseholders. She has been a powerful advocate for the Bill.

Lord Colnbrook’s approach to this meeting should, perhaps, be
seen in that context. The Lord Privy Seal and Chief Whip feel
that Lord Colnbrook needs to show the ACP that he has represented
their views to the Prime Minister. But it is doubted that the
ACP have given Lord Colnbrook a clear mandate for his discussion.
This is perhaps exemplified by the fact that in his letter Lord
Colnbrook has not suggested any specific means by which the
Government might meet: the concerns cof the freehclders on the
Housing Bill. HMoreover, the fissure within the ACP over the
Housing Bill has led him to innumerate more or less every
disagreement which various Members of the ACP might have with
aspects of Government policy; none of these issues have
previously been raised by Lord Cclnbrook with the Lord Privy
Seal.

2 Housing Bill

The Prime Minister might wish to begin by inviting Lord Colnbrook
to outline any specific concerns which the ACP have over the
Bill, and any suggestions as to how those concerns might be met.
on the residency peint, the Prime Minister might wish to
emphasise that the residency question has been debated at length
in Committee in the House of Lords, and that the House rejected
the freeholders’ amendments. That must be the starting point.



On the voting procedure point put forward by Lord Renton, the

Prime Minister might wish to be a little more non-committal.
[The Chief Whip endorses the suggestion made by the Secretary of
State for the Environment that Lord Renton’s proposal - that a
clear majority of the tenants in a block should be required to
enable enfranchisement to take place - is one which might provide

the basis for a compromise solution.]

3. Other Government policies

The Prime Minister might wish to invite Lord Colnbrook to explain
the "discontents" which Members of the ACP have with the policies
Lord Colnbrook 1lists in his fifth paragraph (railways, post
office, prisons, defence etc.) [The Lord Privy Seal and Chief
Whip feel that Lord Colnbrook might be hard-put to substantiate
evidence of widespread discontent on these issues. The three
specific issues which have been raised in the House and on which
Conservative backbenchers have commented adversely are "Options
for Change", the ending of the moratorium on foreign companies
taking over British broadcasting companies, and the application
by the Ministry of Agriculture of EC requirements relating to

food hygiene and the new anti-fraud agricultural regulations.

4. Maastricht Bill
The Prime Minister might wish to invite Lord Colnbrook to outline

any areas of debate on the Maastricht Bill which he envisages
might prove difficult amongst Conservative backbenchers. But he
might equally 1like to express the special nature of the
ratification of a treaty. He might wish to point out that the
Bill was in the Manifesto, and has had an extremely thorough
examination in the Commons. The Prime Minister might hope that
Lord Colnbrook would do all he could to ensure that the House of
Lords refrained from indulging in a re-run of issues which have
been decided both by the electorate and by the Commons.

[Both the Lord Privy Seal and the Chief Whip are unconvinced that
too much weight should be attached to Lord Colnbrook’s remarks
on the Maastricht Bill.]



"

iz B General

The Prime Minister might wish to emphasise that the Government
does pay considerable attention to the views expressed by the
Members of the House of Lords. He might equally like to stress
the valuable role played by Conservative Peers in the House of
Lords. He might wish to conclude by mentioning his enthusiasm
to take up the usual invitation to Address the ACP, by convention

just before the Summer Recess.
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BR PRIVATISATION PROPOSALS

hbdective to improve gquallty of service for rail users by
making better use of the rallways.

Balieve best way to achieve +thig is to end BR’s statutory
monopoly and give the private sactor the opportunity to
provide exlsting, and new and better, rail sarvices.

announced first services to be offered for franchise at
second Reading of Railways Bill on 2 February. Thesge are:
East Coast Main Line, Great Weatern Main Line, Gatwick
Express, the London, Tilbury Southend Line, the Isle of
Wight Line, the Scuth Western pivision of Network SouthEast
and ScotRall.

Believe franchising best way of pringing efficiency and
management &kills of private sector to bear on delivery of
all passenger rail services, not only profitable services.

Separation of track from train operations 1is key to
Government’s proposalg. A commercially driven company,
independent from BR, 1s moet 1ikely to achieve obJjectives.
Therefore Railtrack will be separated from BR, as &
Government-owned company, in April 1994.

Frelght and ‘open access' passenger oparators to negotiate
access rights with Ralltrack on a commercial basls.
Existing contracts with BR to be honoured.

Franchieing Director to arrange Aaccess for franchised
pasgenger operations, agreeing price with Railtrack, and
will let franchise contracts.

Independent Regulator to ensure falr access to track.

Enhancement of Frelght racilities capital grants scheme,
plug new ‘track chargeg’ grante to encourage greater use of
rall freight facilities. Plus lorry weight incentive for
combined road/rail transport.

Passenger operators  to provide common  ticketing
arrangements based on BR’s existing systems; through
ticketing to continue; freedom to introduce discounted
fares and ticket flexibility with other operators; all
franchised operators to provide dlscount facilities for
people with digabilitlies. Powers for Regulator and
Franchising Director to require operators to provide
appropriate network beneflits.

. GuaxanteéVof publication of national timetable.
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Disagree that privatigation should result in closures or
Bervice reductions. Government has given clear commltment
Lo continue to provide support for socially necesgary, but
loge making passenger services. Level of gsubsidy will be
Hetermined by competition for franchises.

Safety is, and will continue to be, of paramount
importance. Government published independent report by
Health and Safety Commission on 12 January and has accepted
it in full. Detailed recommendations ensure no diminution
of safety standards under privatisation. :

P



BR PR#[VA’I‘ISATION PROPOSALS :

- bbdective to improve quality of service for rail users by
making better use of the railways.

o Balieve best way to achieve this is to end BR’s statutory
monopoly and give the private sector the opportunity to
provide existing, and new and better, rail sarvices.

= Announced first services to be offered for franchise at
second Reading of Railways Bill on 2 February. These are:
East Coast Maln Line, Great Western Main Line, Gatwick
Express, the London, Tilbury Southend Line, the Isle of
Wight Line, the South Western Division of Netwerk SouthEast
and ScotRail.

- Believe franchising best way of bringing efficlency and
management ekills of private sector to bear on delivery of
all passenger rail services, not only profitable services.

- Separation of track from train operations is Kkey to
Government’s proposalg., A commercially driven company,
independent from BR, ls most likely to achieve objectives.
Therefore Railtrack will be eeparated from BR, as a
Government-owned company, in April 1994. ' |

= Freight and ‘open access’ passenger operators to negotiate
access rlghts with Ralltrack on a commercial basls.
Existing contracts with BR to be honoured. .

- Franchieing Director to arrange access for franchised
pasgsenger operations, agreeing price with Railtrack, and
will let franchise contracts. y d

= Independent Regulator to ensure falr access to track.

| - Enhancement of Frelght Facilities capital grants s
| plug new ‘track charges’ grants to encourage greater
|rail freight facilities. Plus lorry weight incent

| combined rcad/rail transport. L N
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cervice reductions. Government has glven clear commltmant
Lo continue to provide support for soclally necessary, but
loss making passenger services. Level of subsidy will be
Hetermined by competition for franchises.

Gafety is, anda will continue tc  Dbe, of paramount
importance. Government nilighed independent report by
Hiealth and Safety Commission on 12 J ~y and has accepted
it in full, Detailed recommendations ensure h
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PM'S8 MEETING WITH LORD COLNBROOK — POST OFFICE

1 Remind you of the background. Michael Heseltine made two
announcements on the Post Office in July last year.

T Firsgt, we Intended to sell Parcelforce, the Post Office's parcels

operation, already operating in a competitive market.

T Second, we would review the whole organisation and structure of the
Post Offica, Michael made clear that this would include questions of
ownership. He also stated that there were three "non-nagotiableg’:

- nationwide letter service with delivery to every address in the UK;
- uniform affordable tariff structure;

- nationwide network of post offices.

- No decisions yat taken. We are sounding out our supporters in the
Commons, in patttcular on the package of privatisation of Royal Mail, either
Jﬂith Parcelforce or separately, with a strong regulator to snsure continued

universal service. Counters would be kept separate.

J- Several arguments for looking at Royal Mail (RM) privatisation. RM
competes with other communication means in the private sector (fax, courier,
electronic mail etc). To survive, Royal Mail's response to them must be
hssentially a commercial one. But Government ownership inevitably and

rightly places restrictions on a business in terms of access to capital.

- Recognige that Counters is the most sensitive of the three businesses.

We are committed to a nationwide network, and are considering when it might
be possible to privatise it. But 953 of Counters outlets are sub-post offices in
private hands - essentially small businesses with a franchise. Only 1000
Crown offices directly owned. Thus much of Counters' business already done

in private sector, and the issue of privatisation is less important.
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Background

The President of the Board of Trade minuted the Prime Minister on 19 April
ith the current state of play on the Post Office review, as follows:

~ the President said he was anxious to get a better feel for

backbenchers' views on the option of Royal Mail privatisation. Since

then he has spoken to the Chief Whip, and we understand that a further

survey of the views of the Government's backbench supporters is to be

undertaken.

~ a report by officials has been prepared on the options for paying
benefits by Automated Credit Transfer and their effect on the Post
Office network. We understand the Chancellor is to write very shortly
to the Prime Minister about this.

- a decision on the future of Parcelforce should await decisiong on Royal
Mail.

- the question of continued VAT exemption in the event of privatisation
remained uncertain in the light of a surprising and (we belleve) wholly
mistaken view from the services of the EC Commission. This was being
pursued urgently.

- Her Majesty had indicated that, subject to the details, privatisation
need not in principle create any obstacle to the continuation of the
various Royal links.

ffhe President also sought a further meeting of Ministers in the early part of
May, at which point he undertook to repart further,

We understand that Lord Colnbrook may be particularly concerned about rural
Jusers of the Post Office. The three '"mon-negotiables" are of course designed

1o protect them: in particular the regulatory system's insistence on a uniform

tariff will ensure that urban users continue to subsidise rural ones as now.

TP6,/DTI
23 April 1993
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PRIVATE SECTOR INVOLVEMENT IN PRISON SERVICE

Bull points

PRISONS

*

Aim is to raise standards and improve value for money
through impact of competition.

Two new prisons have been contracted out to private sector
Wolds (operated by Group 4) and Blakenhurst (operated by
UKDS). Wolds operating since April 1992, Blakenhurst opens
26 May. Close scrutiny by Crown servant of service
delivered and contracts contain penalties for failure

Tenders from 6 private sector companies and the Priscn
Service for the operation of Manchester Prison (an exisitng
establishment) being evaluated. Tenders for new prison,
Doncaster expected to be issued later this year.

Prison Service will be advising the Home Secretary on the
future programme for the involvement of private sector in
the management of prisons — its form, extent and timetable
—later this yeara

COURT ESCORTING

Reasons ..for. contracking.out2 = Eliminates duplication
between police and prison service - frees officers in both
services for other duties. Eliminating duplication leads

to savings. New service integrated, dedicated to work,
trained for the service.

Bad start? Disappointing start. However, this is a large
and complex operation, covering seven counties, 20 prisons,
72 magistrates courts, 10 Crown court centres and 71 police
stations. Previously the responsibility was spread between
the police and prisons - therefore this is a wholly new and
complex operation, much larger than any one force or prison
was undertaking.

The Director General of the Prison Service met Group 4
management last week to hammer out a plan for overcoming
the dafficulties.

Future contracting out - Tenders for London expected to be
later this year. Tenders are expected to be issued for
three more areas in 1994, to commence operation in 1995.



~_ ARMED FORCES RESTRUCTURING - BULL POINTS

Plans for restructuring based on complete disappearance of
traditional threat. Soviet Union split up. Warsaw Pact no longer
exists. Some 500,000 former Soviet troops are withdrawing from
countries of Central and Eastern Europe. A surprise conventional

attack is now unthinkable.

- This provides the opportunity to restructure our forces to meet

very different challenges of new world. Not Treasury-led.

- Recognise that future course of events in Europe far from

certain, and that dangerous instabilities will continue to exist

elsewhere. Options for Change proposals were therefore aimed at
providing force structures appropriate to meet a broad spectrum of

risk and uncertainty.

- Planned manpower reductions are of same order of magnitude as
NATO allies and former Warsaw Pact adversaries. Some have gone much
further than we plan to (Belgium and the Netherlands, for example,

plan manpower reductions of around 50%).

= Will keep force restructuring under review. Malcolm Rifkind’s

3 February announcement increasing planned size of army is evidence

of this commitment.

- Forces will be more mobile, flexible, properly-manned and

equipped. Major equipment modernisation programmes under way in all

three Services.

- Independent strategic deterrent remains ultimate guarantee of

Britain’'s security.

- If pressed: We are not conducting a defence review. Armed

Forces have the size and capability to meet all our commitments.
Defence Secretary has however commissioned a detailed analysis of
how and what resources are taken up in meeting our various
commitments around the world. Expect results to be published in
this year’s Defence White Paper.




:Arm For Restructuring: Backeround N

- 1992 Statement on the Defence Estimates set out new framework for defence

strategy, comprising three overlapping roles:

= To ensure the protection and security of the United Kingdom and our

dependent territories, even when there is no major external threat.

> To insure against any major external threat to the United Kingdom

and our allies.

- To contribute to promoting the United Kingdom's wider security e 108

interests through the maintenance of international peace and stability.
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sunday Times
“18th April 1993
W Dase: 2.6

In defence of an army that

' meets the needs of today

y responsibility as defence

secretary is to help deter-

mine defence policy, ensure
that the armed forces have what they
need to carry out their duties, and
advise the cabinet on the resources
required. But defence spending is
not determined in a vacuum. It has to
be decided on the basis of the real or
potential threats that the United
Kingdom faces to its interests. It
must also take into account what the
nation is prepared to spend on
defence. : '

Some of the criticisms of the gov- .

emment’s defence policy in this
newspaper and elsewhere imply that
the 20% reduction in Britain's

armed forces decided in Options for -

Change in 1990 was unwise and is
going too far; that we are unable to
cope with current obligations; that
our armed forces will deteridrate to
some impotent gendarmerie.

That would be a disturbing criti-
cism if we were acting alone and if
our friends and potential foes were
keeping their defence spending at its
cold war level and their military
power untouched. But the Soviet
Union has collapsed, the Warsaw
Pact has disintegrated, the Russian
army is being reduced by 1m men
(the British army is to be reduced by
41,000). Poland, Hungary, the
Czech Republic and Slovakia are
now more interested in joining Nato.
The United States administration
has announced plans to reduce its
armed forces by a further 200,000 to
1.4m. Germany is reducing its
armed forces from some 480,000 to
370,000. Belgium and the Nether-
lands plan to reduce levels by
around 50% by ending conscription.

Our eritics, when pressed,
acknowledge these facts but suggest
that new obligations have appeared

w3
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Malcolm Rifkind, defence secretary,
replies to criticisms of cuts in the armed
forces in last week’s Sunday Times

- o

over the past three years in Bosnia,
in Northern Ireland and elsewhere
which negate the benefits of the end
of the cold war.

There is a greater need for a
peacekeeping infantry role than had
been anticipated. That is why I an-
nounced the reversal of the proposed
amalgamation of four battalions and
our plans for an extra 5,000 men
available for front line duty.

But these new duties do not match
the reduction of cur previous obliga-
tions. The Sunday Times was un-
wise to say last week: ‘‘Britain is
expected to do largely the same job
with a fraction of the forces that ex-
isted five years ago.’’ The same job?
The cold war is over, communism
has collapsed and Moscow's troops
have returned to their homeland. As
a result, our atmy in Germany is
reducing by around 30,000. In con-
trast, in Bosnia we have 2,500 men;
the two extra battalions in Northern
Ireland require 1,500. We have Tor-
nadoes and Harriers enforcing the no
fly zones in Iraq and we have offered
a Tornado squadron for Bosnia. But
these are a modest commitment
compared to the large number of

fighter aircraft required to defend
our skies from possible Soviet
aggression.

Our more rational critics
acknowledge that significant reduc-
tions are justified and sensible but
suggest that the Options for Change
proposals should have been the final
word and that further pressures on
defence spending since then are con-
trary to assurances of ‘‘leaner but
better’’ and are putting intolerable
strains on the armed forces.

There are problems and pressures
but it is incorrect to suggest that the
Treasury imposes a cash limit on de-
fence expenditure regardless of pol-
icy implications. Treasury ministers,
quite properly, identify where
expenditure can be reduced in the in-
terests of the taxpayer. But in the
end the cabinet decides where the
balance of the public interest lies.

Some further savings since Op-
tions was finalised are justified.
Since 1991 the Soviet Union itself
has disintegrated. Russian forces are
returning home not just from eastern
Europe but also from Ukraine, Belo-
russia and the Baltic republics. The
prospect of a conventional attack by

Moscow in Europe has decreased
even further and this, quite rightly,
has implications for the number of
aircraft, ships or army units required
to meet that particular threat.

But the further changes currently
being considered do not affect the
heart of defence expenditure. This
year we will still be spending £24.5
billion compared with £23.5 billion
two years ago. Some capabilities are
being reduced, others enhanced. The
Royal Navy is to get a new heli-
copter carrier which it has not had
for years; the Eurofighter project
goes ahead for the RAF despite at-
tempts last year to kill it off; the
army will have new Challenger 2
tanks and attack helicopters. _

Reductions in capability are ap-
proved only if ministers are satisfied
that such decisions can be justified
on operational grounds. If they can-
not, such proposals are rejected —
several have been. If our assessment
of defence needs exceeded current
or proposed resources it would be
my duty to go to my cabinet col-
leagues and tell them so. Defence
needs are never treated lightly in
British governments.

I am aware that the Opposition
and some others call out for a de-
fence review. Do they mean a re-
view against the assumption of a
sharply reduced budget? That would
be unacceptable to a Conservative
government. Or do they mean a pol-
icy-led review? With Options for
Change, we have done exactly that.
The reality is that the Labour party is
deeply divided on defence, with its
party conference regularly demand-
ing cuts equivalent to the cost of run-
ning the Royal Navy.

-A new defence review would not
provide us with any information not
currently available. It would result

continues.....
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British soldier: wanted

in a paralysis of policy for months,
and its conclusions would be no less
controversial than current policy if it
did not fully satisfy every interest
group, an impossible task. It is
instructive that John Nott’s defence
review in 1981 was condemned for
proposing the elimination of naval
carriers and our amphibious capa-
bility and had to be reversed after the
Falklands conflict.

I accept that it is difficult to main-
tain high morale at a time of redun-
dancies and uncertainty about the
future and when some of our troops
work excessive hours in poor con-
ditions. Part of this problem is un-
avoidable when the armed forces are
being reduced, when public expen-

Picture: David Stewart-Smith

diture is finite and when the military
are having to adapt i¢c posi-cold war
roles.

I am also entitled to point to the
positive side of the picture. The Brit-
ish armed forces will remain the
most professional in the world, and
one of the most highly respected and
most successful. After the United
States, they are also, probably, the
most powerful, leaving aside -Rus-
sia’s nuclear forces. If this seems a
strong claim one has only to ask
where one would find another coun-
try with such military weight in the
international community? Not in Af-
rica, the Americas or Asia. And,
with the possible exception of
France, not elsewhere in Europe.

encds.

of caution today to those |
Minlsters who are breath-
sighs of relief over
reports that John Major does
not plan a re-shuffle this year.
Although the likes of William
Waldegrave and Tony Newton
will live to fight another day, the
same cannot be said of that little
trio of junior Right-wing Minis-
ters whose loyalty to the PM has
lacked the necessary enthusiasm.
I am talking about Trade Min-
isters Edward Leigh and Neil
Hamilton and their soul-mate in
Employment, Michael Forsyth.
The three have been accused of
running down Mr Major — not
least during the %ogress of the
Maastricht Bill about which all
three are deeply sceptical.
The other problem this band

|

has is that they have few Cabinet
nates to protect them.

Alt ough Messrs Leigh and
Hamilton work happily with
Trade President Michael
Heseltine, few expect him to pro- .
tect them from the axe. .
And Mr Forsyth’s charms are
recognised by very few, espe-
cially those, like Defence Secre-
tary Malcom Rifkind, who
crossed swords often with the
abrasive MP for Stirling when
the two were at the Scottish
Office. I must say I fear for the |
trio’s future.
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BRIEFING FOR THE PRIME MINISTER: CRIMINAL JUSTICE ACT 1991

Lines to take

*

Unit

Accept there is widespread concern about the sentencing
provisions of the Act.

Introduction of Act was preceded by full consultation
with judiciary and by normal process of Parliamentary
Scrutiny .

Home Secretary has made clear he is looking again at those
provisions which do not appear to be working in the way in
which they were intended to work.

Willing to listen carefully to problems and suggestions put
to us about the Act.

fines

Widespread acceptance of the principle of unit fines that
fines should inflict broadly the same degree of pain on the
well-off and less well-off by depriving an offender of his/
her disposable income for equal periods of time.

Well-off should not be able to regard breaking the law as
something they can afford. Equally the less well-off should
not face prison because fines are set which realistically
they have no hope of paying.

As before, no fine can exceed the maximum Parliament has
decided is appropriate for a particular offence. Those who
choose to break the law must be prepared for the courts to
exercise the powers at their disposal.

Currently considering the extent to which changes to the
unit fine system are required to overcome the problems
encountered and also whether the courts would benefit from
additional guidance on their powers in this area.

Section 29 (Previous convictions)

*

Sentencing framework in Act underlines principle that the
sentence passed should reflect primarily the seriousness of
the offence committed.

Courts can take account of circumstances of previous
offences if they disclose an aggravating factor of the
current offence - for example sequence of burglaries against
elderly widows may support the court's view that current
burglary against elderly widow is more serious because
selection of a vulnerable victim was involved.

Home Secretary currently looking again at this part of the
Act in light of concerns expressed to see whether courts
should be given clearer basis on which to consider previous
convictions.
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BROADCASTING: FOREIGN OWNERSHIP

Lineg Lo {pke

Why wi;l European broadcasters be able to take over British
companieg from 19947

~ We believe that discriminatory restrictions on firms or
individuals in one EC country owning companies in another
are contrary to the Treaty of Rome, and the ownership
provisions in the Broadcasting Act 1990 therefore
necessarily apply equally to members of all EC states.

What is the UK doing about the regtrictions which prevent
British broadcasters investing in European onesg?

- As long as a country applies h9 the same ownership
restrictions equally to both their own nationals and
those of other member states, we believe it is a matter
for them to decide how their broadcasting industry should
be structured - in the same way as we have limited the
number of Channel 3 licences one company may own, for
example. Nevertheless, we would wish to see a level
playing field where possible and we are considering what
action we might take to improve the position in those
countries which apply different treatment to their own
nationals as against other Member States.

Why pot tighten up our legisglation?

- Legislation was passéd after much thought during the
passing of the Broadcasting Bill. It is too early to
consider changes to that legislation which was fully

debated at the time.

Background

| Indpendent broadcasters, in particular Central, have
complained that they are at a disadvantage compared to their
European counterparts as they will be open to hostile



takeovers from 1994 while not themselves able to enter freely
into the European market.

2 The reason for their concern stems from the ownership
provisions in the Broadcasting Act 1990 which will not prevent
(after the one year moratorium during 1993) ownership of a
broadcaster by a national of another Member State. It appears
that other countries in Europe do make such distinction on
ownership and a number of countries also restrict the amount
of equity which may be held in one broadcaster (France, for
example, limits ownership of equity in a broadcaster to 25%).
UK broadcasters see this as making them ripe for takeover by
broadcasters who cannot expand further in their own country.

3 It would be difficult to justify a complaint ‘to theale
Commission on the basis of preventing concentration of
ownership since UK law itself limits ownership in certain
respects (eg to two Channel 3 licences), We are considering,
however, with DTI the possibility of an approach to the
Commission about those states which treat their own nationals
more favourably than those of other Member States. The
countries which fall into, this category are Belgium, Denmark,
Germany, Greece, Luxembourg and Portugal.

4. Briefly, the foreign ownership rules in other EC states
are as follows:

Belgium. In Wallonia significant equity participation by
the Francophone print media is guaranteed in
the commercial channels. In Flanders at least
51% of the capital of the commercial ¥
licensee must be owned by the publishers of
Flemish language print media.

Denmark. A majority of the board members of private
television companies must be domiciled in the

area of the licence.

France. Has seven channels, five partly or wholly open
to private shareholders. An EC shareholder may

hold up to 25% of a channel.

Germany. Broadcasting is the responsibility of the
Laender, but they collaborate to allow national

channels. _For cable preference is given to
companies with 50% or more German ownership,
and companies not controlled by Germans are not
considered as candidates for terrestrial

frequencies.

Greece. Foreign participation in Greek television
companies 1s limited to 25%; there does not
appear to be any similar restriction on Greek

companies.



Ircland. The position in Ireland is still hypothetical
as there are no private TV stations yet
established. The roles are likely however to
be similar to those for independent radio,
which limits non-EC investors to 25% of the
shares.

Tealsy . Ownership of a national commercial TV station
can be assumed by EC companies with a minimum
capital of $260m. This requirement is the same

for all EC nationals.

Luxembourg. CLT have lost their monopoly on broadcasting,
and although investors in companies bidding for
a licence are limited to a maximum stake of
25%, this applies equally to all EC nationals.
All CLT directors however must be Luxembourg

nationals.
Netherlands. Has a public monopoly.
Portugal. Ccandidates for the two private channels are

required to have a minimum capital of £10m.
Foreign holdings are limited to 15% of the as
total capital, whereas Portuguese companies may
hold up to 25%. It is not clear whether Eii=
foreign limit applies to EC nationals.
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CONFIDENTIAL

Lord Colnbrook - Provision of Police Protection and
Government car

For Use If Needed

Lord Colnbrook has been assessed as at significant (level 3)
threat of terrorist attack since March 1989. A Principal at this
threat level is entitled to the provision of physical security
measures at public expense, but does not qualify for personal
protection from the police or a Government car. Following
discussions which involved the Prime Minister Lord Colnbrook
offered in October 1991 to relinquish his MPSB protection
officers provided that he could retain his Government car and
that armed officers from the Thames Valley Police would remain
at his Berkshire home, where he believed the threat against him
was highest. MPSB protection was withdrawn on 30 November 1991,
and Lord Colnbrook has recently agreed with Thames Valley Police
that armed protection can be removed from his home in August
1993. No decision has been taken over the continuing provision
of a Government car, and the Prime Minister may wish not to
commit himself on this issue.



The Rt Hon The Lord Colnbrook KCMG {,j

~
T————

Py, SN 22 April 1993
~ 04

Thank you for agreeing to see me for half an hour at 10
Downing Street, on Monday, 26 April, at 4pm. I shall be there.

It occurs to me that it might be helpful if I were to give
you some idea of the points I want to raise with you in advance
of our meeting. So this letter seeks to do that.

First, let me repeat that I come to you as Chairman of the
Association of Conservative Peers and on their behalf. I have
discussed the whole situation with the Officers and Committee of
the Association and they are in agreement with what I say. (I
expect you know who they are - for easy reference I enclose a
list). We have all heard grumbles about what your Government is
doing over quite a wide field. There is nothing new in that -
every Government is grumbled about by its supporters from time
to time, but there is a difference now in that a particular event
has, so to speak, taken the 1lid off with the result that the
grumbling and dissatisfaction are far more open and widespread.

The event, of course, is the attitude of Ministers to the
view of Conservative members on a detail of the Housing and Urban
Development Bill. You will know that many Conservative members
took the view that a particular clause in the Bill went beyond
our commitment in the Manifesto at the last Election and should
be amended. When such an amendment was discussed and voted on
last month, no less that 111 Conservative back-benchers voted
against the Government and only 74 in favour of it (my figures
come from the Chief Whip). The Government carried the day solely
by virtue of the votes of the Labour Party. Our understanding,
so far, is that Ministers intend to pay no attention to this
expression of opinion but will press on regardless.

You will readily understand how this upsets people and why
their discontent with some of the Government's activities comes
to the surface. Among these discontents are:

The proposed privatisation of the railways

The proposed privatisation of the Post Office

The continued privatisation of the prisons

The drastic reduction (demonstrably at the insistence
of the Treasury) of our defence capability
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page two
The defects of the Criminal Justice Act 1991

The ability of foreign companies to acquire (after 1 Jan)
control of British broadcasting companies, whereas British
companies are unable to do the same abroad

The firm belief that certain Government Departments
interpret Community Directives far more stringently either
than they need or than our competitors do to the detriment
of British enterprises

Let me say that all of us are fully aware that what the
Lords say and do can always be over-ruled. You have a majority
in the House of Commons and so what you and they want happens -
quite properly. Where I think there may be some cause for
concern is over the Maastricht Bill. There are, I believe, those
who maintain that this will pass through the Lords with little
difficulty. I have to say that I am not wholly convinced of
this. There are opponents in our own ranks here as in the
Commons. The Labour Party here will seek any opportunity to
embarrass the Government, just as they have in the Commons,
regardless of their professed support for the Treaty. It is
virtually certain that we shall have to sit very late into the
night on many occasions, just as you did in the Commons. If too
many of our members say: "This Government doesn't make any
attempt to help the majority of us when we ask them to, so why
should I stay up all night to help them when they ask me?", then
we may have difficulties.

As I said before, I know that this doesn't matter in the
long run. If disagreeable amendments to the Bill are passed by
default, then you can have them reversed in the Commons (at
least, I suppose you can). But you don't want that extra
trouble, do you?

Reading this through, I fear I am sounding a bit like a
Chief Whip, which I have no business to do. However, one cannot
entirely escape one's past and I am a strong supporter of the
Maastricht Treaty and, of course, of yourself. I hope that, when
we meet, we can agree on some way of improving the morale of the
back-benchers on whose behalf I speak.

Yol

The Rt Hon John Major MP 795;“7{

10 Downing Street
London SW1
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10 DOWNING STREET
LONDON SWIA 2AA

From the Principal Private Secretary

8 April 1993

ASSOCIATION OF CONSERVATIVE PEERS

‘ I attach a copy of a letter the Prime Minister has received from Lord
j Colnbrook, requesting a meeting with the Prime Minister. Unless the Lord |
Privy Seal advises otherwise, the Prime Minister feels that he should see
Lord Colnbrook, and we will fix up a date.

e

For that meeting, the Prime Minister would be grateful for a brief
covering the issues that Lord Colnbrook will raise. Would the Lord Privy
wish to be present at the meeting?




10 DOWNING STREET
LONDON SWI1A 2AA

From the Principal Private Secretary 7 April 1993

I am writing to acknowledge receipt of your letter
of 2 April to the Prime Minister. I will make sure he
sees it on his return.

ALEX ALLAN

The Rt Hon The Lord Colnbrook KCMG



The Rt Hon The Lord Colnbrook KCMG

-
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I am writing to ask if you will be good enough to spare me
half an hour of your time in the near future.

As you know, I am the Chairman of the Association of
Conservative Peers and it is on their behalf and about them that I wish
to see you. As you will have been told by John Wakeham and Alexander
Hesketh, there have been two occasions in the last few weeks when a
substantial majority of our members who were in the House have felt so
opposed to what your Government were putting forward that they have felt
obliged to vote against the advice of their own leaders. They
intensely dislike doing this, but on these occasions felt strongly
enough to do so. Unhappily, their action seems to have had no effect
on Ministers, who are apparently determined to continue on the same
course, something they are only able to do by courtesy of the Labour
Party, who support them.

This has led to a noticeable loss of morale in the
Association - the last thing anyone wants in view of the importance aof
the legislation that we shall be considering during the summer. It is
about this and any possible ways of improving morale that I would like
to talk to you.

I am taking my wife away during the recess (I hope you are
getting a break too), but as scon as we re-assemble I will of course
make myself available to meet you whenever and wherever you wish.
Perhaps the simplest thing would be for your office to tell my secretary
(Miss Pippa Way on 219 3475) what you would like.

Ut'LY M W&

Toos aver

ftuaf

The Rt. Hon. John Major, MP
10 Downing Street
London SW1A 2AA.
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PRIME MINISTER

MEETING WITH JOHN MOORE

This was fixed up at John Moore’s request: he does not want long, but wants

to raise some tax issues with you - I think this is mainly about capital gains tax

and probably de-linking from income tax.

ALEX ALLAN
15 January 1993

-

pps\moore.sm
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1055 gi;ggzpﬁocsz OF COMMONS (NORMAN PORCH
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i DEPART FOR NO.10
1815 ?eep,free for SH
219 oreign and Commonw
22035 Lord Walker +Jy nwealth Secretary +Jsw
VOTE (WAGES COUNCILS ABOLITION)

Wednesday 11 November

0845 DEPART FOR

1000 ARRIVE DITCHLEY PARK

CHANCELLOR KOHL ARRIVES DITCHLEY PARK

1030
1045 BILATERAL MEETING
1215 PLENARY MEETING

1300 LUNCH

DEPART FOR:
PRESS CONFERENCE (? HEYTHROP PARK)

1500

cl530 DEPART FOR LONDON

€1 700 Keep free for Lord Mayor’s Banquet
speech/preparation +AA

21900 ? Look in on Winter Ball supporters party + GB

(No. 11)

Thursday 12 November
Questions briefing

0900

0930 Keep free

1030 Cabinet

1245 Lunch and Questions briefing

1515 QUESTIONS

c1530 CHANCELLOR’S AUTUMN STATEMENT

1700 DEPART FOR NO. 10

1715=1745 Dot and Mac’s farewell calls (+ messengers’
photo) + AA

1815 Keep free for AA

92 GROUP DINNER + GB
? ?2TO HUNTINGDON

Friday 13 November
DEPART THE FININGS + MRS. MAJOR

0920
0945 INITIATE VEHICLE WATCH SCHEME IN HUNTINGDON,
HINCHINGBROOKE PARK
1025 DEPART
~ OPEN NEW SCIENCE RBLOCK AT SAWTRY VILILAGE

1045
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From: The Rt. Hon. Peter Walker, M.B.E.,M.P B

S

HOUSE OF COMMONS

PERSONAL

28th November 1991

You really should not have bothered to give me
breakfast this morning. Having arrived back from
Bonn at midnight and with the sort of day ahead
that I know you have, it was extremely kind of you
to give so much time to someone from the past.
For me it was, of course, totally enjoyable and
much appreciated.

My thoughts will be with you over the weekend and,
as you know, if there is anything I can do either
in European contacts or others you only have to
asike,

I am very determined to see that you areftherelar
the next five years./ ]

With my many thanks and every good wish,

The Rt Hon John Major MP
The Prime Minister,
10 Downing Street,
London, SW1A 2AA.

i
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PRTME MINISTER

BREAKFAST WITH PETER WALKER

You will no doubt want to devote most of the time to politics but
Mr. Walker has a number of business interests and, as such, is

well placed to provide some insights.

(i) he was approached by Robert Maxwell to take over the
chairmanship of the Maxwell Communications Corporation.
Having looked it over, he declined to take this on. He
may be able to give you his assessment of just how much

trouble the Maxwell empire is inj;

}#.(ii) today's papers reported that he has been appointed to
head the London office of the Treuhand, the agency in
charge of privatising East Germany State affairs. He
will be able to give you an assessment of what is
happening to the East German economy;

(iii) he is on the Boards of Smith Newfourt and British Gas
and, as such, will be in touch with a large number of
businessmen. His views on the recovery would be

interesting.

A\
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IO DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 20 Avgust, 1991.

Thank you for your letter of 22 July.

I was glad to have your further comments about Government
policy on the support of project exports. As I said in my
earlier letter, there is a difficult balance to be struck, for
the Government has to taske account of the scietimes conflicting
interests of both exporters and taxpayers. But I can assure you
that this is one issue which will not suffer from lack of

attention by me, and we will be monitoring the new arrangements

£ |

W

continuously and closely.

The Right Honourable The Lord Prior
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PRIME MINISTER /

You agreed to meet John Moore tomorrow
afternoon. This follows a conversation he
has had with Mr Wakeham about election
strategy. Mr Wakeham encouraged him to put

his ideas to you.

—
{

WILLIAM E CHAPMAN
15 August 1991




['he Hon. Tim Sainsbury MP
Minister tor Trade

J S Wall Esq Department of
Private Secretary L
10 Downing Street 1-19 Victoria Street
London London SW1H OET
SW1A 2AA
Direct Line
071-2155356
ls August 1991 DTI Enquiries

071-215 5000

LORD PRIOR

Thank you for your letter of 235 July. The Minister for
Trade considers that it would be inappropriate for the Prime
Minister to reply in detail to Lord Prior’s further letter
of 22 July. The Prime Minister has already dealt with all
the points of substance in his previous letter; to continue
the debate is simply not worthwhile.

Mr Sainsbury recommends, therefore, that a short reply be
sent along the lines of the attached draft which does no
more than take note of Lord Prior’s further comments.

I am copying this letter to Simon Gass (Foreign and
Commonwealth Office), Suma Chakrabati (Overseas Development
Administration), Jeremy Heywood (HM Treasury), Nicholas

Holgate (Chief Secretary’s office) and Sonia Phippard
(Cabinet Office).

S;

-

do«n) 5&1 b
DAVID STYLES

Assistant Private Secretary

SB. W06 dt) %&

the department for Enterpnse Recycled Paper
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DRAFT LETTER TO LORD PRIOR FOR SIGNATURE OF THE PRIME MINISTER

Thank you for your letter of 22 July.

I metelyour further comments about Government policy with
\jx’s"« =
—regard—-te—~the support of project exports. As I said, in my

—previous Tepty, there is a difficult balance to be struck-4ia—
setting the framework-ef-ECGD and~A@PwSﬁ§per¢'s%Lee the
Government has to take account of the sometimes conflicting

interests of both exporters and taxpayers.—__
N\

h

J

I do agree however that the issues ngejare iz;izﬁgnt. We

will be monitoring the new ar;aﬁaements close in the future

7

to eQ§ufé our objectiv%§/£6;;§nbbort o?/pK’project exports are

/ﬁfﬁ;;ved. _////“,”
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10 DOWNING STREET
LONDON SWIA 2AA

From the Privace Secretar)/

23 July 1991

Dea Mae

IORD PRIOR

As you know, the Prime Minister wrote to Lord Prior on
19 June and Lord Prior has now replied.

I enclose a copy of the substantive part of his letter.

I am not sure that a further reply is called for but perhaps

you would let me have a draft if you think there are points the
Prime Minister should pick ap.

I am copying this letter to Simon Gass (Foreign and
Commonwealth Office), Suma Chakrabarti (Overseas Development
Administration), Jeremy Heywood (HM Treasury), Nicholas Holgate
(Chief Secretary's Office) and Sonia Phippard (Cabinet Office).

J.S. Wall

o

| Martin Stanley Esq
| Department of Trade and Industry
|
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©
THE GENERAL ELECTRIC COMPANY, p.l.c. » M
> /
o N

071-493 8484 e

| = G v
FROM THE CHAIRMAN d"‘/“ ; A % k
THE RT. HON. LORD PRIOR,PC
Z}ov\/ Lﬂbjﬁf~ Guul{; (L4»V*i
The Rt. Hon. John Major, MP, )
Prime Minister, S ‘
10 Downing Street, (W\M‘d\'r'dc M M\

LONDON S.W.1.

\ 22nd July 1991 M
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Thank you for your letter of 19th June. I was
glad to have your assurance about the importance HMG
attaches to the capital goods sector and the need to
provide a framework of support for project exports.
Unfortunately, this assurance seems to be in contradiction
with most of the earlier part of your letter.

Indeed, unless there is some amelioration of
present policies with regard to ECGD and ATP we can only
expect a further decline in manufacturing industry with the
companies concerned with capital goods running down their
activities in the UK. The work will seep across the
Channel or the Atlantic where different attitudes in
Government obtain and where there is a greater
understanding of what is actually happening in the market
place. We have first hand evidence of this with our joint
Anglo/French company, GEC/Alsthom. Moreover, this loss of
activity will not be confined to products formally
classified as capital goods, since many companies in other
sectors depend for considerable slices of business on our
activities. The repercussions are going to be widespread.
I know this is not your objective, but it is inevitably
what is going to happen if the Government continues to act
along the lines broadly set out in your letter.

Ry Tt

REGISTERED IN ENGLAND NO. 67307 - REGISTERED OFFICE: | STANHOPE GATE, LONDON



This is not because the capital goods sector in
the United Kingdom is uncompetitive. The basic reason is
the much greater support given to foreign companies by
their governments through lower credit insurance premiums,
greater availability of medium term credit and ease of
access to soft money in one form or another. You say, ftor
example, on premiums, that the Government will Dbe
persuading other countries to adopt the same policies as
ECGD and thus the disparity in this area will be reduced.

A laudable aim, but that is not what is actually happening
and, frankly, no one in industry believes that it will in
fact happen for many years if ever. How, in the meantime,
are we to remain in existence? Moreover, the record of
countries other than the UK in keeping to such agreements,
eg, in relation to the OECD agreements on aid and trade, is
poor - someone some time should tell you the history of the
Shanghai Metro Project. Much the same is true of the so-
called single European market in capital goods. In any
case, whilst this difficult negotiation takes place more
and more business will be lost and industry will continue
to weaken. I really cannot believe that you are in a
strong position to enter into such an international
negotiation when UK has the most expensive export credit
agency in the world. You acknowledged the force of this
point in relation to disarmament - it equally applies to
trade negotiations.

We encounter the additional difficulty in
arguing our case that industry is constantly being accused
of wanting things which are impossible to give and for
which we have not asked. This is an old Treasury trick.
For example, you say that we cannot "automatically match
every State aid offered abroad". No one is asking
Government to do that. We seek a more realistic
understanding of what is necessary to obtain business when
our foreign competitors are treated so much more
favourably. I mentioned South Africa in my earlier letter,
and despite what you say, nobody in banking or industry

AR k.



believes that the excessive premiums currently set for that
country can be justified on the basis of the risks
involved. The recent correspondence between Kleinwort
Benson and Peter Lilley will confirm that point. The
Treasury seems to have taken the view in the past that ECGD
premiums are only a "marginal" factor in the cost of a
tender. This is quite wrong . Tenders can quite often be
decided by the difference between ECGD's premiums and those
of other credit agencies. This whole area needs to be
looked at again very carefully to ensure that the premiums
charged reflect current and future risk in a realistic way
and do not constitute an attempt to claw back earlier ECGD
losses, which seems to be the only possible reason why ECGD
premiums are so out of 1ihes

I entirely take your point about the need for
precedures to protect taxpayers' money, but all the same,
the inordinate delay in processing APT cases is an
important impediment to exporters in getting orders. It
really is for HMG to devise means of improving these long-
winded and bureaucratic procedures. The Kenyan telecoms
project provides a good example of the time it takes to get
something through the "system" and this is by no means the
worst such case. We would be quite prepared to help, if
called upon, in any review of these procedures and our
people here would be ready to provide officials with
examples of cases which have taken an inordinate time to
process. The Government must understand that it often
takes several years to negotiate capital goods contracts
and unless we can have some confidence that support will be
forthcoming, it is futile to spend money and scarce
engineering resources in chasing a will o' the wisp.

We also note that previous ATP budgets have
been underspent. The current ATP budget ought to take
account of this fact, and should be augmented by the £30m -
£40m I suggested earlier over the next two years. But even
a smaller amount would be very welcome. There is ample

sanfens



evidence in Departments' files as to the positive value of
the Provision in terms of employment, trade and influence
overseas to justify an increase in the budget. Whilst
still nowhere near matching what other countries do, such
an increase would go a little way towards making the odds
less heavily loaded against us and would give some
credibility to the Government's expressions of support for
the capital goods industry.

Finally, I want to emphasise that industry is
looking to Government for a clear commitment to export
support, although I hasten to add, just in case it needs to
be said, not at any price. At the moment, with the
outstanding exception of the FCO, this seems to be lacking
at all levels in Government. I do not need to draw your
attention to the likely constraints on growth due to the
adverse trade balance even when we are deep in recession.
A clear commitment to export support from HMG seems to be
an essential element in any national attempt to cope with
this ditficult situation.

wn~
PS:

As to Hunan and System X in China, I will write to you
separately before you make your visit. We also await the
views of the Kenyans on their priorities and the Coastal
Loop project.
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PRIME MINISTER abate et 7 /

LETTER FROM IORD PRIOR

[
)

You asked about the background to the attached letter from Lord
Prior. He wrote to you before the European Council asking you to
raise with Felipe Gonzalez a possible commercial opportunity in
Spain for GPT who are bidding to supply System X public exchanges
to the Spanish telephone network.

We asked the DTI for advice in good time for the European Council
but they did not reply in time. They then recommended that

Mr Sainsbury should have a go at the issue first.

I think you should agree to that but say to Lord Prior that you
will raise the matter with Felipe Gonzalez if Mr Sainsbury gets
nowhere in the meantime. I have amended the draft reply to Lord

Prior accordingly.

J. S. WALL
4 July 1991

C:\FOREIGN\PRIOR (DAS)



The Rt. Hon. Peter Lilley MP
Secretary of State for Trade and Industry

J S Wall Esq - Department of
Private Secretary to the , Trade and Industry
Prime Minister r | 1-19 Victoria S
10 Downing Street / - ictoria Street
London 227 London SW1H 0ET
SW1A 2AA Direct Line
071-215 4440
DTI Enquiries
28 June 1991 071-215 5000

Voo Setlan,

Thank you for your letter of 13 June enclosing one from

Lord Prior, which requested that the Prime Minister speak to
Felipe Gonzalez about a switching opportunity being pursued by
GPT.

We are aware that this is the first request from Lord Prior since
the Prime Ministerial correspondence (Lord Prior's letter dated
24 May 1991), but since the agenda for the meeting is very full,
we consider that it is very unlikely that a suitable opportunity
would arise to mention the project. In addition, Mr Sainsbury
wonders whether it really is a good idea to play the Prime
Ministerial card straight away. Post also agree with this view,
and in any case we understand that GPT representatives in Madrid
are in close contact with the Commercial Section in the British
Embassy, and they have jointly agreed that the Director of Trade
Promotion at the Embassy will raise this subject with the
President of Telephonica at an early stage.

My Secretary of State does not wish to suggest turning down Lord
Prior's request. We would propose that we first deploy a lesser
weapon, for example Mr Sainsbury might himself write to his
opposite number in Spain about the opportunity if GPT think this
would be helpful. This approach has been cleared with officials
in the Foreign and Commonwealth Office.

I attach a draft reply for the signature of the Prime Minister.
I am copying this letter with attachments to Christopher Prentice
(Foreign and Commonwealth Office).

STEPHEN SPEED
Private Secretary JW6327

dti &

the department for Enterprise ; Recycled Paper -



DRAFT LETTER TO LORD PRIOR FOR THE SIGNATURE OF THE PRIME

MINISTER

Thank you for your letter of 13 June requesting that I speak
to Felipe Gonzalez at the _nmgxit- EC Heads of Government meeting

about the switching project which GPT are pursuing in Spain.

%mTh%>QrOgramme for—thre-meeting +s—very full, and I have no

p&ané for a discussion alone with Mr Gonzalez. _JI _therefore
Lhink-—it-very unlikely that—an-opportunity would arise at the
-meeting-to-mention this project; although I-will of course be
Eﬁg;éﬁg¥jﬁbﬁ¥¥{nfereSt should an appropriate opportunity
Present—itself: I understand that GPT representatives in
Madrid are in close contact with the Commercial Section in the
British Embassy, and that the Director of Trade Promotion at
the Embassy will raise this subject with the President of
Telefonica at an early opportunity. Tim Sainsbury would be
happy to make contact with his opposite number in Spain

following that meeting if GPT in the UK and Spain think this

would be helpful. (f o SR BV VPN N ) waq Ao
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10 DOWNING STREET

THE PRIME MINISTER

Thank you for your

I am grateful to yo
a full and frank explana
the more detailed points

comments.

LONDON SWIA 2AA 1

19 June 1991

letter of 24 May.
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the end of 1989 and decided that export credit and financing
support should continue to be provided, but measures should be
taken to reduce the costs of such support to the taxpayer. This
decision was conveyed in Nicholas Ridley's statement of

18 December 1989 and has been reaffirmed since on many occasions.
I can confirm that this is the policy the Government will
continue to implement. Indeed, last Financial Year ECGD Project
Group issued over £2.3 billion worth of new guarantees overall
and anticipates at least a similar level of business in 1991/92.
A substantial portion of this will be on markets where the risk
is high and/or ECGD's exposure is concentrated. But it is right
that such business should be subjected to the more rigorous

disciplines of the new Portfolio Management System (PMS).

Let me now turn to the more specific issues you raise.

Government Support for Project Exports - Hunan

Telecommunications/China Project

The Government recognises that it has an important role to
play in helping UK companies win project business overseas, by
providing appropriate political and diplomatic support. In the
example you gave, the Hunan Five Cities project in China, GPT
have received a consistently high level of support from the
Government. It was the first project to receive an offer of ATP
following relaxations of the Madrid agreement. We have also
pressed for the acceptance of System X as an approved switching

system in China and will continue to do so.

Lynda Chalker has expressed support for the project to the
Chinese on three occasions, the latest when she mentioned the
project to the Chinese Chargé d'Affaires in May. Francis Maude,
Malcolm Caithness, Tim Sainsbury and Douglas Hurd have all spoken
or written in support of the project; indeed it was the only
Chinese project raised by Douglas Hurd in his meeting with the
Chinese Foreign Minister in April. I am also very keen to
support British exporters, though I obviously have to take advice
on whether and when I should intervene personally.



You mention Kuwait as a possible model for Government
support to exporters. You will appreciate that Kuwait presented
a unique set of circumstances, unlikely to be repeated; but Peter
Lilley is indeed considering whether the approach which has been

so successful in Kuwait could be adapted to other countries.

USSR

You comment on ECGD's attitude to the USSR. It may be
helpful if I were to explain the present position. A review of
ECGD's cover for the USSR is being carried out. This is, as I am
sure you will accept, necessary not only because of ECGD's high
level of existing exposure but also because of the political and
economic problems in the Soviet Union. The review is taking
account of the representations made by industry and the cover
position of other export credit agencies. We must, however, form
our judgements on our own assessment of the risks involved,
recognising the potential costs to the taxpayer which can be
involved in supporting project business. I cannot say how long
the review will take or pre-judge its outcome. I can assure you,

however, that we will complete it as soon as we reasonably can.
ECGD Premiums and South Africa

Turning to the question of premiums, I acknowledge that
ECGD's rates are among the highest being charged by Export Credit
Agencies. However, I must stress that in arriving at ECGD
premium rates we have taken into account the impact on UK
competitiveness since the new rates are considerably lower than
those which would be required if the full rigours of a wholly
commercial PMS were to be implemented. I also appreciate your
concern about "unilateral disarmament". Equally, we cannot
automatically match every state aid offered abroad. This makes
it all the more important to make progress in the international
campaign to ensure that export credit premium rates for
medium/long term credit business are set at economic levels and
do not constitute a subsidy. So far the progress made is fairly
encouraging; the Export Credit Group of the OECD Trade Committee
have agreed to undertake a comparative study of premium systems



and charges, utilising a questionnaire developed by ECGD. 1In
addition, ECGD has been instrumental in initiating discussion of
premium systems in the relevant EC Working Group in Brussels and
in the Berne Union (International Union of Credit Insurers). In
both instances the studies are tc be taken further. We are also
aware of a number of agencies reviewing their rates. I doubt
that we would have made this progress without the increase in the
UK rates. More importantly, it would be difficult to justify
delaying increasing premiums against the background of claims

still running at eight times the level of premium income.

You touch specifically on the gquestion of premiums for South
Africa. Supporting business with South Africa is not without its
risks and, as you know, ECGD is already heavily exposed on the
market. Premium rates are of course periodically reviewed. But
the PMS necessarily involves a more disciplined and prudent
approach to risk assessment and pricing. The fact that ECGD may
have paid few, if any, claims on South Africa so far is not the
only factor. If we look at what happened to the problem debt
markets which have contributed to ECGD's cash deficit it is
striking that none gave rise to more than a handful of claims in

respect of project business before they defaulted generally.

Privatisation

From your comments about the arrangements to privatise the
short-term business of ECGD, I see that your specific concern
relates to the possible duration, rather than the substance, of
the Government support arrangements following privatisation. Tim
Sainsbury has already assured Parliament that the "national
interest" facility is not subject to a specific time limit and
will be kept under close review. I would hope that this would be
welcomed by exporters. The "top up" reinsurance facility is
designed to assist the transition of the company to the private
sector during the first three years. It is quite premature and
misleading to conclude that the private sector reinsurance market
will not be able to handle the company's business. In fact, the
majority of the required reinsurance capacity is a.ready
committed. Because of the commercial sensitivities it has not



been possible for us to give specific details on the success
being achieved in establishing the private sector reinsurance
programme. Incidentally, I understand that over £8 billion of
the £12.3 billion reinsurance you quote as being provided by the
Dutch Government to NCM relates to medium term business ie the

sort of which will remain with ECGD and will not be privatised.

TP
You also mention ATP. This year's problem is one of
success. As a result of an exceptional run of successes by UK
companies in securing ATP funded businesses, we are unable to

make further ATP offers involving expenditure this financial

year.

But some headroom currently remains in 1992/93 and beyond,
and ATP offers can still be made on this basis. More generally,
I have to say that not all infrastructure projects in markets
such as China, Indonesia, Thailand, Malaysia and Turkey are won
on aid terms. It is true that aid may be invoked in these
markets more often than we would wish - hence our attempt to
introduce with other donors greater discipline and transparency
into the use of tied aid credits - but even in these markets
business can be transacted on commercial terms. G:ven that the
ATP budget is not unlimited, it is essential that we use it only
when we are convinced that a project cannot proceed on a

commercial basis.

You describe the ATP procedures as "arthritic". I accept
that they may not be either as rapid or as flexible as some
companies would wish. But they exist for the necessary purpose
of ensuring that taxpayers' money is used only in support of
sound projects which require aid if they are to proceed. Within
that constraint the departments concerned do everything possible
to ensure that cases are dealt with as rapidly as possible. If
you have specific suggestions for further speeding up the process
we shall of course be glad to look at these.



Kenya Coastal Loop Proiject

You mentioned specifically the Coastal Loop
Telecommunications Project from Kenya. I recognise the
importance of this both to Kenya and to the business it would
bring to the company. It was not a simple case, and we did not
need to offer ATP if the contract could be won commercially. In
the event, as you know, we went ahead with an appraisal of the
project as finally put to us in May 1990 even though the position
over ECGD cover was uncertain. In practice, for most of the last
year there has been no possibility of an ATP offer since there
has been no ECGD cover available to support the project. We
have nonetheless continued to process the project in case

sufficient cover should become available.

However, I ‘have to say the prospects of ECGD cover for this
business are not good. Kenya's economic situation and defaults
on existing obligations make the risks of further ECGD exposure
unacceptable in current circumstances. If existing outstanding
payments are settled and repayments due in the next few months
are met, cover will be released equivalent in value to those
repayments. This very modest amount of cover will be allocated
to projects which the Kenyan authorities deem to be of
sufficiently high priority. It appears likely that other

business will be nominated by the Kenyans.

Whilst the position will be reviewed again towards the end
of the year, without a drastic improvement in the Kenyan economic
position there is unlikely to be further substantial ECGD cover.
The state of Kenya's economy is indicated by the fact that the
IMF has agreed only a very modest annual ceiling on new non-
concessional borrowing. The Kenyans have recently confirmed that
this limit has already been filled for this year.

Thank you again for taking the trouble to set out your
concerns in such detail. I fully understand the significance of
the issues you raise but I hope that for your part you will
appreciate that Government cannot escape the difficult task of
weighing the balance between the legitimate needs of exporters



and what the experience of the last ten years has proved to be a
very high cost to the taxpayer of providing support in this area.
I confirm again the importance we attach to the capital goods
sector and the need to provide a stable framework of support for
project exports. ;

!
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The Right Honourable The Lord Prior
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LONDON SWIA 2AA

From the Private Secretary /2

13 June 1991

I attach a copy of a letter Andrew
Turnbull has received from Lord Prior.

I should be grateful if you could
provide a draft reply for the Prime
Minister's signature. It would be helpful if

this could reach me by Thursday 27 June.

I am copying this letter to Christopher
Prentice (Foreign and Commonwealth Office).

J. S. WALL

Ms. Sue Bishop,
Department of Trade and Industry.
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Andrew Turnbull, Esq.,

Private Secretary to the Prime Minister,
10 Downing Street,
LONDON S.W.1.
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I am enclosing a brief for the Prime Minister
about a public switching opportunity in Spain for GPT. 1
should be very grateful if the Prime Minister could have a
look at it and then speak to Felipe Gonzalez when they meet
at the next Heads of Government ministerial meeting. You

will see that Mr. Gonzalez will be expecting to be asked
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about it.
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PUBLIC SWITCHING QPPORTUNITY IN SPAIN

BRIEF_FOR PRIME MINISTER

Since establishing an office in Madrid in early 1950, GET
have been discussing the supply of System X public
exchanges to Telefonica. Telefonica are the private,
monopoly public telecommunications operator in Spain.
These discussions culminated in an offer, submitted on the
10.4.91, to supply a single 5000 line exchange
successfully, then to bacome the fourth exchange supplier
to Telefonica with expected business of 300,000 lines (over
£30 million) per year. Success will also offer
opportunities in other Hispanic market places. So far the
offer has been approved on a technical basis and it is
known to be very competitive,

A key issue in selecting GPT as a supplier is the effect on
the Spanish telecommunications employment market. GPT can
make this very competitive cffer by manufacturing the
equipment in the UK. The effects on the Spanish employment
market are expected to be minimal because GPT would not be
a dominant supplier.

The benefits to Telefonica are the stimulation of
competition between the existing suppliers, irproved
service quality perceived by both users and operator,
acknowledgement of the EEC spirit of open procurement.

GPT feel there would be impetus added to the offer decision
if the Prime Minister could ask an appropriate question of
the Prime Minister of Spain at the forthcoming EEC meeting
on the 28th and 29th June 1991. The question would be
along the lines of, "GPT have offered System X to
Telefonica to help them improve their network. The offer
has been approved technically and we know it is very
competitive, could you comment on how it is progressing?"

GPT’'s partners in Spain are Telecommunications Yy

~ Electronica (TYE) whose new Managing Director has recently

' relinquished the post of Secretary of State for Commercial
Affairs. The UK'’s Prime Minister’s intent to ask the
question will be made known to the Spanish Prime Minister'’s
Aldes. Our partners inform us that the meeting agenda is
short which will improve the opportunity for such a
meeting.
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Foreign &
Commonwealth
Office

12 June 1991 London SWI1A 2AH

ECGD: Lord Prior’s Letter

The Foreign Secretary has seen the proposed reply to
Lord Prior’s letter of 24 May in Martin Stanley’s latter

_-—— e e

of 10 June and thinks that it addresses well the issues
which have been before Ministers in past months.

The Foreign Secretary is sure that we should not
lightly deprive British exporters of the chance to
compete, on comparable terms with their competitors, for
major project business in growing markets. Of course we
need to improve ECGD’s finances. He welcomes the
improvements in ECGD’s risk assessment methods, and moves
to link more closely premium rates to risk but notes that
we have consistently argued that we should not impede
ECGD’s ability to sell to British exporters a service
they badly need when other governments are providing it
to their competitors.

There is a balance to be struck and it is perhaps a
little too early to tell whether we have got this balance
absolutely right. For example, the Foreign Secretary
shares Lord Prior’s concern about the wisdom of applying
tight limits on the volume of cover available in
relatively low risk markets such as Indonesia and South
Africa. There is some force in his allegation that we
are practising unilateral disarmament by raising premium
rates to a level far higher than that of ECGD’s
competitors, in the hope that they will follow. We can

expect continued lobbying on this from our exporters.

The Foreign Secretary believes that until we can
persuade other governments to base their export credit
policies on principles similar to those of the PMS, HMG
will be vulnerable to criticism from those who believe
PMS was an own goal. He does not suggest that we retreat
from our agreed policy. However, we may need to look at
the subject again in the light of the first few months’
experience of PMS and of our efforts to achieve a level
playing field with other export credit agencies.



The Foreign Secretary can understand the frustration
of exporters who have faced uncertainty about the
availability of ECGD cover in certain markets because of
the inordinate amount of time it has taken to agree on
the implementation of PMS. However, he hopes that, now
that the business budget for this financial year has been
agreed, ECGD will be allowed to get on with their
business, implementating PMS as flexibly as possible.

I am copying this letter to Martin Stanley
(Department of Trade and Industry), Nicholas Holgate
(HM Treasury), Suma Chakrabarti (Overseas Development
Administration) and Sonia Phippard (Cabinet Office).

N

J S Wall Esq
10 Downing Street







The Rt. Hon. Peter Lilley MP
Secretary of State for Trade and Industry
J S Wall Esq Department of
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LONDON Direct Line
SW1A 2AA 071-215 4440
DTI Enquiries
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REPLY TO LORD PRIOR'S LETTER OF 24 MAY 1991
Thank you for your letter of 15 May 1991.

My Secretary of State has considered the points raised in Lord
Prior's letter and suggests that the Prime Minister should
reply along the lines of the attached draft. The draft deals
with each of the main issues raised but refrains from
commenting on every point of detail.

My Secretary of State has asked me to point out that

Lord Prior's letter is typical of a considerable volume of
high level representations from industry about Government
policy towards support for UK exporters. The Prime Minister
has also been exposed to some of this lobbying. These
representations are not unexpected particularly following the
introduction by ECGD of new premium rates at the beginning of
May (aggrevated by delays in reaching agreement) and the non-
availability of ATP for new offers in this financial year.
ECGD premium rates are now the highest of any Export Credit
Agency (ECA) and in many markets cover is not available to
British exporters from ECGD when it is available to overseas
competitors for their ECAs. To this extent, it is true that
British capital goods and project exporters often do not face
a "level playing field". My Secretary of State believes that
we must therefore maintain the campaign to persuade other
countries to introduce more economic premium rates.

The ATP question will not be easy to handle. It is inevitably
a volatile budget given its dependence on contracts won in a
competitive environment. Our firms are currently having a
number of successes in concessionally financed projects, and
this is putting pressure on this financial year. And pressure
is already building up on 1992/93.
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The draft letter has been cleared by officials in the
Treasury, Foreign and Commonwealth Office and Overseas
Development Administration. You will, however, wish to ensure
that it is consistent with what the Prime Minister told

Lord Prior when they met a couple of weeks ago.

I am copying this letter and attachment to Simon Gass (Foreign
and Commonwealth Office), Suma Chakrabarti (Overseas
Development Administration), Jeremy Heywood and Nicholas
Holgate (HM Treasury) and to Sonia Phippard (Cabinet Office).

PE6121
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DRAFT LETTER TO LORD PRIOR FOR SIGNATURE OF THE PRIME MINISTER
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I am grateful to you for following up our meeting with such a

Thank you for your letter of 24 May.

full and frank explanation of your concerns. Before turning
to the more detailed points, I would like to make a few

general comments.

I accept entirely that industry is bound to be concerned about
measures which will affect its competitiveness. From your
perspective, higher ECGD premium rates, controls on ECGD cover
availability, shortage of ATP and so on are obviously
unwelcome. However, this is only part of the picture. GEC is
also benefitting from corporation tax rates which are the
lowest in the European Community and the Group of Seven. And
GEC's employees are benefitting from low income tax rates.

Our decisions on ECGD must therefore take account of the high
costs of our support for exports. Exports which are not paid
for are of no benefit to the UK and we cannot, therefore,
overlook the very high levels of claims paid by ECGD in the
last six or seven years. The Government, therefore, needs to
take decisions which balance the often conflicting interests

of exporters and the taxpayer.

In particular, recent ...



r
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Recent decisions about ECGD's Portfolio Management/ System
were taken after weighing up carefully both sides of the
argument. Ministers reviewed the future of ECGD at the
end of 1989 and decided that export credit and financing
support should continue to be provided, but measures
should be taken to reduce the costs of such support to
the taxpayer. This decision was conveyed in
Nicholas Ridley's statement of 18 December 1989 and has
been reaffirmed since on many occasions. I can confirm
that this is the policy the Government will continue to
implement. Indeed, 1last Financial Year ECGD Project
Group issued over £2.3 billion worth of new guarantees
overall and anticipates at 1least a similar 1level of
business in 1991/92. A substantial portion of this will
be on markets where the risk 1is high and/or ECGD's
exposure 1is concentrated. But it 4s right that. such
business should be subjected to the more rigorous
disciplines of the new Portfolio Management System (PMS).

!

Let me now turn to the more specific issues you raise.

§

Government support for project exports -

Hunan Telecommunications/Chiné Project

The Government recognises that it has an important role

to play in helping UK companies win project business
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overseas, by providing appropriate political and
diplomatic support. In the example you gave, the Hunan
Five Cities project in China, GPT have received a
consistently high level of support from the Government.
It was the first project to receive an offer of ATP
following relaxations of the Madrid agreement. We have
also pressed for the acceptance of System X as an
approved switching system in China and will continue to

do so.

Lynda Chalker has expressed support for the project to
the Chinese on éﬁgé. occasions, the latest when she
mentioned the project to the Chinese Charge d'Affaires in
May. Francis Maude, Malcolm Caithness, Tim Sainsbury and
Douglas Hurd have all spoken or written in support of the
project; indeed it was the only Chinese project raised by
Douglas Hurd in his meeting with the Chinese Foreign
Minister in April. I am also very keen to support

British exporters, though I obviously have to take advice

on whether and when I should intervene personally.

You mention Kuwait as a possible model for Government
support to exporters. You will appreciate that Kuwait
presented a un?gue set of circumstances, unlikely to be
repeated; but Qwe;Qafe- 1nSZed considering whether the

approach which has been so successful in Kuwait could be

adapted to other countries.
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USSR

You comment on ECGD's attitude to the USSR. It may be
helpful if I were to explain the present position. A
review of ECGD's cover for the USSR is being carried out.
This is, as I am sure you will accept, necessary not only
because of ECGD's high level of existing exposure but
also because of-eufgahbrpolitical and economic problems
in the Soviet Union. The review is taking account of the
representations made by industry and the cover position
of other export credit agencies. We must, however, form
our judgements on our own assessment of the risks
involved, recognising the potential costs to the taxpayer
which can be involved in supporting project business. -+
Zegret—thiat I cannot say how long the review will take or
pre-judge its outcome. I can assure you, however, that

we will complete it as soon as we reasonably can.

ECGD premiums and South Africa

Turning to the question qf premiums, I acknowledge that
ECGD's rates are amongffthe highest being charged by
Export Credit Agencies. However, I must stress that in
arriving at ECGD premium rates we have taken into account
the impact on UK competitiveness since the new rates are

considerably lower than those which would be required if



the full rigours of a wholly commercial PMS were to/ be
implemented. 1 ,also appreciate your concern about
wa&4 wé-aawuk rz

"unilateral disarmament". / his makes it all the’ more
important to make progress in the international campaign
to ensure that export credit premium rates for
medium/long term credit business are set at economic
levels and do not constitute a subsidy. So far the
progress made is fairly encouraging; the Export Credit
Group of the OECD Trade Committee have agreed to
undertake a comparative study of premium systems and
charges, utilising a questionnaire deve10ped by ECGD. 1In
addition, ECGD has been instrumental in initiating
discussion of premium systems in the relevant EC Working
Group in Brussels and in the Berne Union (International
Union of Credit Insurers). In both instances the studies
are to be taken further. We are also aware of a number
of agencies reviewing their rates. I doubt that we would
have made this progress without thé increase in the UK
rates. More importantly, it would be difficult to
justify delaying increasing premiums against the

background of claims still rum}‘ing at eight times the

level of premium income.

You touch specifically on the'question of premiums for
South Africa. Supporting business with South Africa is
not without its risks and, as you know, ECGD is already

heavily exposed on the market. | E€6B'# PMS necessarily
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involves a more disciplined and prudent approach to fisk
assessment and pricing, taking—aeeeunt—ef—such—feectors.
The fact that ECGD may have paid few, if any, claims on
South Africa so far is not the only factor. If ‘we look
at what happened to the problem debt markets which have
contributed to ECGD's cash deficit it is striking that
none gave rise to more than a handful of claims in
respect of project business before they defaulted

generally.

Privatisation

From your comments about the arrangements to privatise
the short term business of ECGD, I see that your specific
concern relates to the possible duration, rather than the
substance, of the Government 'support arrangements
following privatisation. Tim Séinsbury has already
assured Parliament that the "national interest" facility
is not subject to a specific ti@é limit and will be kept
under close review. I would tf'i’xope that this would be
welcomed by exporters. The "téb up" reinsurance facility
is designed to assist the trénsition of the company to
the private sector during thé first three years. It is
quite premature and misleaaing to conclude that the
private sector reinsurance ‘f':market will not be able to
handle the company's business. In fact, the majority of

the required reinsurance capacity is already committed.



Lm’%

Because of the commercial sensitivities it has not been
possible for us to give specific details on the success
being achieved in establishing the private sector
reinsurance programme. Incidentally, I understand that
over £8 billion of the £12.3 billion reinsurance you
quote as being provided by the Dutch Govexénment to NCM
relates to medium term business ie theng’sﬁess which

will remain with ECGD and will not be privatised.

ATP " \
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You also mention ATP. V\gtmxs +true—that, As a result of an
exceptional run of successes by UK companies in securing ATP

funded businesses, we are unable to make further ATP offers

involving expenditure this financial year. [ But
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some headroom currently remains in 1992/93 and beyond,
and ATP offers can still be made on this basis. More
generally, I have to say that not all infrastructure
projects in markets such as China, Indoriesia, Thailand,
Malaysia and Turkey are won on aid tefms. " It.is true
that aid may be invoked in these market.s more often than
we would wish - hence our attempt to iﬁtroduce with other
donors greater discipline and transparency into the use
of tied aid credits - but even in thése markets business
can be transacted on commercial t_érms. Given that the
ATP budget is not unlimited, it is essential that we use
it only when we are convinced that a project cannot

proceed on a commercial basis.



You describe the ATP procedures as "arthritic". I aécept
that they may not be either as rapid or as flexible as
some companies would wish. But they exist / for the
necessary purpose of ensuring that taxpayers' money is
used only in support of sound projectstwhich require aid
if they are to proceed. Within that constraint the
departments concerned do everything possible to ensure
that cases are dealt with as rapidly as possible. 1If you
have specific suggestions for further /speeding up the

process we shall of course be glad to look at these.

Kenya Coastal Loop Project

You mentioned specifically the Coéstal Loop Telecommunications

Project from Kenya. 1 recognise &he importance of this both

to Kenya and to the business it ﬁould bring to the Company.

It was not a simple case, and wé'did not need to offer ATP if
b& QJWQX%t could be won commercially. Aﬁn the event, as you know, we

went ahead with an appraisal of the project as finally put‘to

us in May 1990 even though thglposition over ECGD cover was

uncertain. In j

practice, for most of theflast year there has been no

possibility of an ATP off7§ since there has been no ECGD
cover available to support the project. We have

nonetheless continued t@ process the project in case



sufficient cover should become available.

However, I have to say the prospects of ECGD cover for
this business are not good. Kenya's economic situation
and defaults on existing obligations make the risks of
further ECGD exposure unacceptable in current
circumstances. If existing outstanding payments are
settled and repayments due in the next few months are
met, cover will be released equivalent in wvalue to those
repayments. This very modest amount of cover will be
allocated to projects which the Kenyan authorities deem
to be of sufficiently high priority. It appears likely

that other business will be nominated by the Kenyans.

Whilst the position will be reviewgd again towards the
end of the year, without a drasti# improvement in the
Kenyan economic position there is unlikely to be further
substantial ECGD cover. The state;of Kenya's economy is
indicated by the fact that the IME‘has agreed only a very
modest annual ceiling on new noq}concessional borrowing.
The Kenyans have recently confi%med that this 1limit has

§

|
already been filled for this year. ‘
£

¥ |
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Thank you again for taking the trouble to set out your
/
f
concerns 1in such detail. | I fully understand the

significance of the issues ydL raise but I hope that for

]
5

your part you will appreciate that Government cannot

escape the difficult task of/ weighing the balance between



the legitimate needs of exporters and what thg: experience

of the last 10 years has proved to be a very high cost to

the taxpayer of providing support in this area. I
confirm again the importance we attach to the capital
goods sector and the need to provide a stable framework

of support for project exports.
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to you.
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THE GENERAL ELECTRIC COMPANY, p.l.c.
1 STANHOPE GATE - LONDON W1A 1EH

071-493 8484

['ROM THE CHAIRMAN
THE RT. HON. LORD PRIOR,PC

The Rt. Hon. John Major, MP,
Prime Minister,

10 Downing Street,

LONDON S.W.1.

N —~ 4th June, 1991
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I think I owe you an explanation as to how the
knowledge of my letter to you became public property. Last
Friday I was approached by the Financial Times on the
subject of ECGD. At an interview in which I expressed
certain reservations on Government policy, I mentioned that
I had written to David Mellor at the Treasury. 1 was a
little surprised to receive a call that evening from the
Financial Times to say that they had checked with the
Treasury who had no knowledge of my letter to David, but
knew I had written to the Prime Minister. The letter to
David was dated 3rd March. Incidentally, I have had no
reply, but I do not wish to be thought to be discourteous
to you.

e
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

24 May 1991

LA M,

As you know, when Lord Prior called on the Prime Minister
last week he said that he would write about his concerns on ECGD
in general and the Kenyan Coastal Loop Project in particular.

Lord Prior has now written and I enclose a copy of his
letter. I should be grateful for a draft reply for the Prime
Minister's signature, cleared as necessary with other
departments.

I think the Prime Minister will attach importance to the
draft being looked at carefully by Mr Lilley himself before it
comes to him. The Prime Minister will want to address Lord
Prior's concerns as effectively as possible and not fob him off
with a standard reply.

I am copying this letter and enclosure to Simon Gass
(Foreign and Commonwealth Office), Suma Chakrabarti (Overseas
Development Administration), Jeremy Heywood and Nicholas Holgate
(HM Treasury) and to Sonia Phippard (Cabinet Office).

J S WALL

Martin Stanley Esq
Department of Trade and TIndustry



THE GENERAL ELECTRIC COMPANY, p.l.c.
1 STANHOPE GATE - LONDON W1A 1EH

071-493 8484

FROM THE CHAIRMAN
THE RT. HON. LORD PRIOR,PC

The Rt. Hon. John Major, MP,
Prime Minister,

10 Downing Streert,

LONDON S.W.1.

A P 24th May, 1991

When we met, I said it would be valuable if you
could meet a very small group of industrialists who have
expressed anxiety to me about various aspects of industrial
policy. I could, of course, accompany the group if you
thought that helpful, but will leave this entirely to you.

The group is as follows:

Lord Toombs Chairman of Rolls Royce and NEI
Mr. Alan Gormley Chief Executive of John Brown
Sir William Barlow Chairman of BICC (which includes

Balfour Beatty)

If it would help your office, once you have fixed a
convenient time, I will gather the others around.

If your office would like other lists for you
to meet, or for Norman Lamont, then of course I can prepare
these. If it would help, we could always arrange for some
hospitality here at dinner time.

hn—
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THE GENERAL ELECTRIC COMPANY, p.l.c.
1 STANHOPE GATE - LONDON W1A 1EH
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FROM THE CHAIRMAN
THE RT. HON. LORD PRIOR,PC

The Rt. Hon. John Major, MP,

Prime Minister,

10 Downing Street,

London Swl 24th May, 1991
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When we met last week I suggested I should put
Aown on paper some of the problems industry faces in dealing
with Government in trying to win more business overseas. At
present, as I said to you, I fear that relations between
Government and industry, particularly those of us who are
engaged in trying to expand our exports, are at a very low
ebb. There are many reasons for this, and I will try to list
some of them.

I should begin by emphasising that all my
experience since becoming Chairman of GEC suggests that in
many parts of the world political and other support from
Governments is essential to obtain business. It is not enough
that companies should be "competitive" to succeed. It is a
well documented fact that the great mass of our competitors
are able to call upon substantial political and other support
from their Governments and British exporters need at least
some measure of support from HMG especially if we are to
continue to win project business overseas. After all, winning
such business is vital to the continuing existence of several
important industries in the UK such as telecommunications,
process plant contracting, heavy electrical engineering and
capital electronic goods.

! dnmaidn
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Exporters need, first of all, politicat S
diplomatic support, even where no financial support 1is
required. But I do not see our companies obtaining the same
level .of support ag, eg: the French gave on the Hunan
Telecommunications Project in China, about which you have seen
some correspondence from GEC/Plessey Telecommunications (GPT).
That support needs to be organised by the DTI, but it involved
others, especially the FCO, who generally are very helpful,
other Departments as necessary and even yourself if the
opportunity occurs. Political support costs l1little Wbt s

absolutely vital to our success. What happened in relation to
Kuwalt should be the model.

Turning to ECGD, the very strong impression
industry has is that the Treasury wishes to get rid of ECGD -
the "zero option". Having failed to persuade the Cabinet that
this was a desirable policy, those concerned now seem to be
endeavouring to attain the same objective through the PM:S
review and heavy increases in premiums. The review itself
took many months and is still not yet finally completed.
While it was going on Banks and exporters were unablzs to
obtain answers to requests for cover and a great deal of
uncertainty was generated. It is not unfair to'say ThaE
important customers were alienated during this period and the
whole episode illustrates very well the lack of realism in the
Treasury so far as the outside world is concerned.

Moreover, the result of the review so far as we
understand it is not at all encouraging in that medium term
credit facilities seem 1likely to be very limited in many
promising markets, eg, Indonesia, China and Malaysia, simply
because we have been successful in the past 1in these
countries. There are also some difficult markets where it
seems likely that nothing will be available even though a case
for supporting medium term credit facilities on a selective
basis can reasonably be made. An example is the Soviet Union,
where if no medium term credit is available our position will
stand in stark contrast to the rest of the world and UK
companies will be unable to bid for contracts of any size.

ferussa



I know very well that the Soviet Union does not look such a
good risk at the moment, but they have never reneged on a debt
guaranteed by the Vnesheconombank, and there are good projects
available to UK industry which could strengthen the Soviet
foreign exchange position.

As to premiums, as I said to you, it has
recently become apparent from their own survey that ECGD is

the most expensive credit agency in the world - often by a
very substantial margin - despite the assurance given by
Nicholas Ridley last year. In South Africa, for example,

premiums for business there are 23z to 3% times the level of
the Germany, French, 7ITtalian and Swiss credit agencies.
Broadly, the same picture is true around the world for both
medium and short term business with sometimes the premium
amounting to double percentage figures, which seems designed
to prevent us obtaining the busziness rather than being an
assessment of risk. The numbers involved are not small and
may amount to tens of millions of pounds in relation to a
major project, all of which has to be incorporated in our
price which may well make us uncompetitive compared to other
bidders. I do not believe that these figures can be derived
from any rational analysis of the risks involved. Taking
South Africa again as an example, though it ‘ig enly =n
example, ECGD is unable to recall when they last paid a claim
in that country and South Africa has recorded a current
account surplus and a reduction in its foreign debt in every
one of the last six years. UK exports to South Africa rose to
almost £1.2 billion last year, about 65% of which were capital
goods. Export finance on terms equivalent to that available
to our competitors is, therefore, crucial. We are told that
it is the policy of the Government on ECGD's premiums to
persuade other Governments to follow its heroic example.. .1
will not comment on the realism of that stance but merely ask
when it ©became our policy to indulge in wunilateral
disarmament!
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The Bill dealing with the privatisation of
ECGD's short term business, as at present drafted, also seems
to pose grave dangers to exporters. GEC 1is probably the
biggest customer of cCardiff and also uses the private
insurance sector. Our experience of private sector insurance
suggests that it is most unlikely that the facilities offered
by the Cardiff office will be wholly replaced by the private
sector, unless what is known as a "top up" faciliCiEe
available from ECGD for the foreseeable future. The current
state of the UK insurance market with recent experience of
hurricanes in the UK, Piper Alpha and asbestosis, is bad which
is reflected in the state of Lloyd's and the lack of British
companies interested in acquiring ECGD's business. The only
candidate, Trade Indemnity, lost £28.8M last year. There 1is
no point in praying in aid the internationals reinsurance
market since that is already available to underwriters and
fully taken into account in dztermining the level of risk they
are prepared to underwrite. In these circumstances it seems
to me to be the height of folly to take away ‘the TEGH SE
facility from ECGD in three years time, as is currently
proposed, when nobody knows how the private sector will
perform. If the private sector is unable to match the quality
and scope of ECGD's facilitiss then thousands of exporters up
and down the country will suffer. If, however, 1 am wrong
then the facility need not be used. In these circumstance the
right approach should be for a top up facility to be available
under the 1legislation wuntil it is clearly "seen" that the
private insurance sector has responded satisfactorily. In
addition a facility to cover national interest of political
risk cases will be required indefinitely. The Dutch company,
NCM, which seems to be the front runner at the moment to take
on ECGD's Cardiff Office, had re-insurance from the Dutch
Government at the end of 1989 for a total of £12.3 billion of
political risk cover. I do not know how the Dutch Government
defines "political risk", and it would be interesting to find
out, but certainly it appears to be readily available in
Holland and similar backing from HMG will be required here.

P



Finally I must refer to the ATP facility. It
has been decided right at the beginning of the current
financial year that no further offers can be made as the
budget for this year seems likely to be fully taken up. There
are also gloomy forecasts about next year. Unfortunately,
there is no way that infrastructure projects in certain
important. markets, ' such as China, Indonesia, Thailand,
Malaysia and Turkey, can be obtained without some element of
soft money. Like it or not our competitors provide such money
on a scale which we do not begin to match and have access to

it with an ease which makes our difficulties to reach
agresment with Departments on making an offer even more
galling. A relatively small sum of money, say £30M - £40M
added to that budget over the next two years together with a
flexibility in rolling over the funds available from one year
to another which is also necessary for a budget that is
inherently very difficult to manage, would help enormously.
Without some such amelioration I am afraid there will be
little or no business for industry in the territories to which
it is applicable for a long time, if ever again. I know that
discussions are going on with other countries to eliminate or
reduce the use of soft money but our experience is that the
steps taken so far in this field to make it more expensive
have merely led other countrics to increase their commitments.

I must also refer to the procedures that we
have to follow in order to obtain the use of the ATP facilitys
They can only be described as arthritic. I mentioned to you
the Kenya Coastal Loop Project pursued by GPT. This project
is worthwhile by any standards, commercially, industrially and
developmentally. It will bring much needed foreign exchange
to Kenya. It has been tailored specifically to meet the
requirements of the Departments involved, particularly ODA.
We first started to talk to HMG in March 1989, over two years
ago. The Kenyans are still waiting for an offer although a
contract has been awarded to us subject to the appropriate
finance. Unless we receive some strong indication that we
will be able to proceed early in June it is

F IR LY



likely that we will have to declare redundancies within the
division concerned. It seems to me guite wrong that a
relatively simple case of this character should take so long
to resolve. You will understand how difficult it is for
companies to plan their business on such an uncertain basis.
Perhaps I could ask you to see whether something could not be
done, in particular, for this project guickly. - BuE T soiita
emphasise that it is fairly typical of the problems companies
have in dealing with Government in this area; the procedures
need to be reviewed and rationalised and decisions taken far
more quickly.

I am writing to you separately about the idea
of a small delegation to see you, but they would certainly
wish to raise with you the current lack of confidence between
exporters and the Government. The present situation is
damaging economically and will be damaging politically in the
short term. It also directly affects our political standing
in non OECD countries. It does not simply affect big
business, but many companies large and small up and down the
country. I would not be writing to you at this length hllEroE
the seriousness of what I have described and I do hope you
will feel able to do something to improve a deplorable
situation.
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Ui |ECT ce MIANY

10 DOWNING STREET
LONDON SWIA 2AA

From the Privace Secretary

15 May 1991

Quu P e

CALL ON THE PRIME MINISTER BY LORD PRIOR

Thank you for your letter of 14 May and fcr the briefing for
Lord Prior's call on the Prime Minister.

Lord Prior said that the content, as opposed to the tone, of
the letter to the Prime Minister from the GPT Network Systems
Group had been right. The Company's concern reflected wider
anxiety about the lack of availability of ATP and about interest
rates on ECGD and lack of cover in some markets. ILord Prior saw
a risk that the Government's policy would not only lead to a loss
of jobs in the short term, but to the loss of quite a lot of
industry which would not then be there when it was most needed.
Another example was South Africa which was a very good market
with no history of defaults, but where our rates were three times
higher than those of our competitors. He cited the Dutch as
competitors whose Government was willing to carry a much greater
degree of exposure than we were.

Lord Prior said that British industry was competitive. For
example, GEC was tendering for a contract in China in which their
bid was 15% lower than that of their French competitor. But its
competitive position was undermined by the fact that our terms of
credit were more expensive. Lord King and Lord Tombs had made
representations to him on this point.

Lord Prior said that a little release of ATP funds would
help. An extra £15-20 million this year and next would make a
big difference, given that one could multiply by ten the sum the
Government put in in terms of business to be won. Closing off
ATP for this year meant that industry could not in practice look
for any fresh business. .

The Prime Minister noted these points but did not comment in
substance since Lord Prior said that he would follow them up in
writing.



I am copying this letter to Simon Gass (Foreign and

Commonwealth Office) and Suma Chakrabarti (Overseas Development
Administration).




The Rt. Hon. Peter Lilley MP
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CALL ON THE PRIME MINISTER BY LORD PRIOR

In response to your letter of 11 May, I earlier today faxed
you a brief for the Prime Minister’s meeting with Lord
Prior on Wednesday, 15 May. This was prepared by ECGD in
consultation with ODA and DTI.

ECGD believe it is at least possible that, although the
meeting has been requested to discuss the particular case
of GPT’s contract in Kenya, Lord Prior will wish to use
this as an entrée to discussion of ECGD and other official
support generally for project and capital goods exports, in
the light of what he sees as the effect on Government
backing for the UK export effort of the changes resulting
from the introduction of ECGD’s Portfolio Management
Systems (PMS). The brief therefore dealt with this wider
subject and also with the proposed privatisation of ECGD’s
Insurance Services business.

I now attach a clean and final version of the brief, which
differs from the fax in the following ways:

1. Para 5 of the first part of the brief (sidelined,
dealing with ATP) has been amended by ODA, although
its sense is not greatly different to the original.

25 I have made two manuscript changes to the third page
of the brief (again sidelined).

dti &S

the department for Enterprise Rocycled Paper
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the department for Enterprise

S I attach further briefing (which was not earlier
faxed to you) in case Lord Prior raises Telectron or
Hunan.

I am copying this letter and attachments to Simon Gass
(FCO) and Suma Chakrabarti (0ODa).
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MARTIN STANLEY
Principal Private Secretary
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BRIEF FOR PRIME MINISTER'S MEETING WITH LORD PRIOR, WEDNESDAY,
15 MAY 1991

ECGD COVER AND ATP SUPPORT FOR GPT PROJECT IN KENYA

LINE TO TRKE

1 Appreciate concern at restrictions on ECGD cover for Kenya
and ATP support generally this financial vyear. However, no
commitment of ECGD cover or ATP support was ever given to GPT.

ECGD Cover

2 The Kenyan Government is already in default on some
payments and the overall Kenyan economic situation is so
uncertain that further ECGD exposure would be extremely risky.
Therefore Government has decided that new ECGD cover should be
made available only 1if, when and to the extent that Kenyan
Government meets outstanding payments and honours repayment
obligations under existing facilities.

3 These repayments, 1if made, will release only limited
amounts of cover. In view of heavy demand, Kenyan authorities
have been asked to assess and submit their priorities for its
use. Initial response suggests other business is 1likely to
have higher priority in Kenyan eyes. Therefore, regrettably,
it is difficult to foresee ECGD cover being available for the
Coastal Loop Radio Project in near future.

4 Position will be reviewed again towards the end of this
year but unless there are real improvements in Kenyan economic
performance there is not likely to be further substantial new
ECGD cover. Kenya's economic position is now so difficult that
the IMF has agreed only a very modest ceiling on new
non-concessional borrowing. The Kenyans have just confirmed
that this limit has already been filled for the current year.




ATP

e Recent successes by UK companies in winning ATP-
supported projects have resultediheavy over-commitment of
the ATP budget. Therefore, if the Kenyan Government gave
GPT project priority over all others, if aid support was
agreed, and if ECGD cover was available, financing
arrangements would have to be such that no aid was drawn
down before April 1992,

ECGD
May 1991



BACKGROUND

1 The Group Director of GEC Plessey Telecommunications
(GPT), Network Systems, wrote to the Prime Minister on 30 April
about the company's difficulties in finalising arrangements to
finance a £23m contract signed with the Kenyan Posts and
Telecommunications Corporation in June 1990. The company hoped
to secure grant aid funds under the Aid &and Trade Provision
(ATP) for 35% of the contract value with the bslance to be
financed by way of an ECGD-supported export credit facility.

ECGD COVER

2 However, arrangements for ECGD cover have recently been
reviewed in view of the high level of Kenya's debts. Ministers
decided that further cover should be made available over the
next 6 months only as and when, and to the extent that, the
Kenyans meXe repayments under existing facilities. If the
Kenyans meet certain payments already outstanding and those
falling due from April to September this will release a very
limited amount of fresh cover. (The principal and—intersst—

—suns —ddve—under any €Xport creditarrangement,—the principal™

amounts of any new facilities which could be supported would
amount t0 an aggregate value of only about £16m).

3 In view of the vast excess of demand for ECGD cover over
and above this level and the impracticality of operating on a
normal "first come, first served" basis for allocating the
available cover, it has also been agreed that the Kenyans
should be invited to nominate the projects which they wish to
give priority for the use of the cover. Initial soundings of
the Kenyans via the British High Commission in Nairobi suggest
that the GPT Coastal Loop project is unlikely to feature in the

immediate priorities. If this is confirmed, there will be not 'rQ

ECGD cover for the contract.




4 Although ECGD issued an indication last year of the terms
on which it would be willing to consider supporting the
transaction, no commitment of such support was given and GPT
have been regularly advised of the review of ECGD cover
arrangements, whose outcome could not be prejudged.

5 Kenya benefits from an enhanced structural adjustment
facility (ESAF) from the IMF, under the terms of which the
Kenyan Government has agreed not to borrow overseas, on non
concessional terms, more than USS$77.5m this financial year.
They told our High Commission last week that they had already
entered into commitments up to this limit on their borrowing.

ATP SUPPORT

6 The IMF ceiling on non concessional borrowing should not
apply to business partly or wholly aid funded. GPT applied for
ATP support for 35% (the OECD minimum) of their contract value.
Again no commitment of support has been given to GPT and no
offer of aid made to the Kenyan Government. Since the ATP
budget for the current financial year has been fully committed,
the only basis on which GPT could achieve their desired
financial package would be if the Kenyans honoured their
outstanding payment obligations and, contrary to their recent
intimations, declared this project to be of sufficient priority
to have the benefit of all the ECGD cover which might become
available in the next 6 months, and if ATP support was agreed
by ODA, &nd if GPT could devise acceptable arrangements to
avoid a need to draw down such ATP funds until next financial
year. There appears to be little realistic prospect of such a
combination of factors and, therefore, the company should not
be encouraged to think that the official support they seek will

be forthcoming.

ECGD
May 1991




AVAILABILITY OF MEDIUM TERM COVER FOR PROJECT EXPORTS
POINTS TO MAKE

1 Stress that "Zero Option" (ie withdrawing all or most ECGD
Support for capital goods and project exports sold on two years
credit or more) has been rejected and that Government policy is
that a stable and viable framework of ECGD support for project
exports will be made available. However, no avoiding the facts
first that ECGD has incurred very heavy deficit on project
business (it is currently borrowing about £3.5 billion from the
Exchequer) and that it is simply not sensible (or helpful) for
ECGD to encourage and support exports which are not paid for.

2 The Portfolio Management System (PMS) will involve
controls on the availsbility of cover at the portfolio level,
as well as on individual markets and cases.

3 PMS is designed specifically to recognise these points and
to try to draw a balance between, on one hand, the national
interest in supporting particular cases and the interests of
exporters and, on the other hand, the interests of taxpayers
who, at the end of the day, have to foot the bill for losses.

4 Confident that PMS will provide a framework of stable
support within which exporters can pursue worthwhile project
exports.

5 Broadly, the new framework reflects a view that ECGD
should remain on cover for most higher risk markets, but at a
price which reflects both the risks and the interests of the
taxpayer and within prudent country limits.

6 ECGD have never sought to match availability of cover from
other ECAs on a case by case basis. Overall, I am confident
PMS framework will allow ECGD to support worthwhile project
exports where there is a reasonable prospect of payment.

ECGD
May 1991
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PMS PREMIUM RATES FOR FROJECT/CAPITAL GOODS EXPORTS

POINTS TO MAKE

1 There has been no general increase in ECGD premium rates
foi project business since 1384,despite the internationsl debt
crisis.

2 During this period ECGD has paid claims on project
business equal to eight times its premium income.

3 Premium rates are not being put up to recoup past losses:
PMS 15 essentially a forward looking system.

4 Thus some premium incresses are justified, given both the
risks involved and ECGD's financial position. 1Increases are
being targeted on the higher risks. Better risks will quelify
for reduced rates. -7

5 Account has been taken of the premium rates of other
Export Credit Agencies and of the competitive position of
British exporters. In other words, the full rigours of a
"commercial" PMS system have not been applied.

6 Recognise that this means ECGD's rates are amongst the
highest of Export Credit Agencies. Nevertheless, 1 am
confident UK exporters will still be able to compete for
worthwhile export orders, particulsrly 4in the better risk
markets where premiums are to be reduced.

7 A vigorous international campaign is already underwsy to
persuade other countries to charge more realistic premium
rates. It should not be assumed that it is doomed to failure.
Concern 1is growing in other countries about the deficits of
their Export Credit Agencies.

8 Premium rate increases have to be seen in perspective. 1In
many cases, they will have less impact on export prices than
wage incresses.

] ECGD has never matched premium rates on individual cases.
Nor do other Agencies. It would be a one way 1losing bet.
After all, exporters would not expect to0 pay more if other ECAS
were charging higher rates than ECGD on individual cases.

ECGD
May 1991
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PRIVATISATION OF INSURANCE SERVICES

ISSUE 1: PURPOSE OF PRIVATISATION

POINTS TO MAKE

= Privatisation will give ECGD's Insurance Services
Group freedom it needs to meet competitive and legal
challenges of Single European Market.

- In private sector, Insurance Services will be able to
offer British companies a more comprehensive, more
flexible and even more up-to-date service.

- ECGD's counterparts in EC all making similar moves:
changes will ensure UK exporters are not
disadvantaged.

- Not true Government 1is not providing political risk
reinsurance: it will do so and this has been made
clear in assurances to Parliament.

- Not true that privatisation has "flopped": bids have
been made by one of largest insurance companies in the
world (Generali) and one of largest and most respected
credit insurers is in the EC (NCM of Netherlands).

ISSUE 2: PREMIUM INCREASES FOR SHORT TERM BUSINESS AFTER
PRIVATISATION

POINTS TO MAKE
- Market fiercely competitive: this keeps prices down.
= Existing rates are not subsidised but fixed according

- to commercial criteria. This will continue in private
sector.

S S



Level of Insurance Services premium rates - whether in

public or private sector - will be determined by
claims experience, just like any other insurer.

ISSUE 3:

EXPORTERS WILL SUFFER DROP IN SUPPORT

POINTS TO MAKE

- Private insurance market expected to take on vast bulk

of current business.

= Government committed to maintain an adequate level of

support for UK exporters. There will therefore be

for up to 3 years after ©privatisation a
Government reinsurance facility to top up what is
available from private market. (Top-up

Reinsurance).

continuing ECGD support for business in more
difficult places where there is no private market
capacity at present. (National Interest
Facility).

Premature to speculate now on what the capacity of the

private reinsurance market will be in 3 years' time.

ISSUE 4:

PRIVATISATION HAS "FLOPPED"

POINTS TO MAKE

- Wide range of institutions expressed an interest in
bidding for the business- six were shortlisted to
receive an invitation to tender.

- Responses to Government's invitation to tender now
received from



- Assicurazioni Generali (one of the largest

general insurance companies in the world) and

- NCM (one of Europe's leading and most respected
credit insurers).

Responses currently being evaluated. Aim, dsuito
complete privatisation, subject to enabling
legislation, by late summer.

Premature to comment on any of the responses in
advance of a proper evaluation.

Government concerned to ensure that preferred
purchaser will be committed to the business, including
existing customer base. Price will be an important,
but not the sole, factor, in determining choice of

preferred purchaser.

Many British exporters already use foreign-owned banks
for their export and domestic business. Likewise many
British banks offer facilities to foreign companies.
Any attempt to interfere with these commercial
arrangements would be contrary to EC regulations.

Normal competition legislation and procedures will
apply to the sale process. The Office of Fair Trading
have been conducting their review of each bidder. Any
monopoly or public interest concerns will be dealt
with accordingly.
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TP: KENYA: NORTH WEST DIGITAL MICROWAVE SYSTEM: TELECTRON

Line to Take

(If raised). Understand that Telectron are still discussing
situation with Kenyans. Keeping situation under review. Aware

of GPT's interests.

Background

i In June 1988, Telectron Systems Limited (part of AT&T
International) were awarded a contract worth £12.04 million
(separate £6 million contract for US element) to provide a
digital microwave link between Nairobi and Kisumu. ATP support
and ECGD backed export credit was offered for the UK element of
the project and was accepted by the Kenyans. Since then, work
has begun.on the project, ATP of £1.835:million has;beenisSpent
and ECGD supported loan funds have been drawn down.

2 The Kenyan telecommunications authority (KPTC) informed
Telectron dn' a:letter dated 22 March 1991 (that: work!on &he
project should cease. The implication was that the contract
value had increased by US$6 million which was unacceptable to
KPTC. Telectron replied that the increase in costs was a result
of extra work requested by KPTC and that Telectron would be happy
to return to the original contract. Telectron were aware that
GPT wanted to take over the project and were unhappy that GPT
appeared to be undermining KPTC's confidence in Telectron.

3 Telectron have improved the non UK element of their
financing package and put forward a revised proposal to KPTC on
7 May. The reaction from officials at KPTC was positive but Mr
N'geni, the Managing Director was out of the country. Officials
said they would put forward a positive report to Mr N'geni on his
return and Telectron would hear from KPTC within 2-3 weeks from

20 May.

4 However, GPT are anxious to meet officials at DTI as soon
as possible to discuss taking over this project. They say they
have a letter of intent from KPTC and that KPTC have now written
to the Post in Nairobi outlining the situation (not yet seen).

5 We have been reluctant to meet GPT until we are certain of
the situation. Preliminary investigation suggests that it would,
in principle, be possible to transfer the ATP funds and ECCH
cover from Telectron to GPT.

PEP3a
14 May 1991
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l. This project, wvalued at £30.7 million (UK content £27
mlllion) is for the supply of 54 digital exchanges in five cities
1n Hunan. Success would represent an important market entry and
type approval for GPT's System X exchange in the Chinese public
switching market An ATP offer letter was sent to MOFERT on 12
February 1991.

2 Competition for the project comes from the French (Alcatel),

who were able to make an offer of aid before the imposition of
the Madrid Declaration in June 1989 and who, under pressure from
the centre, have since signed a provisional agreement with the
Hunan Posts and Telecommunication Authority (HPTA), although the
HPTA are understood to prefer the GPT bid technically and

commercially.

3 Barrie Lawson, Group Director of GPT responsible for
switching systems, has recently written several times to Graham
Bright at Number 10 seeking political support for project
business. This stems from a discussion with Mr Lilley at the
IETF exhibition in India and an encounter with the Prime Minister

when he received a sympathetic response.

4 In his latest letter of 17 April 1991, Mr Lawson requested
that the Prime Minister should make further high level
representations to help win the Hunan project. Mr Lilley wrote
to Mr Bright on 9 May recommending that the Prime Minister should
indeed write to the Chinese Prime Minister. The letter was
copied to the Foreign Secretary, who disagrees with Mr Lilley's
recommendation. Further advice on this will be submitted

shortly.

PEP3a
14 May 1991




BRTIEF FOR PRIME MINISTER'S MEETING WITH LORD PRIOR, WEDNESDAY,
15 MAY 1991

ECGD COVER AND ATP SUPPORT FOR GPT PROJECT IN KENYA

LINE TO TAKE

1 Appreciate concern at restrictions on ECGD cover for Kenya

and ATP support generally this financial year. However, no

commitment of ECGD cover or ATP support was ever given to GPT.

ECGD Cover

2 The Kenyan Government is already in default on some
payments and the overall Kenyan economic situation is SO
uncertain that further ECGD exposure would be extremely risky.
Therefore Government has decided that new ECGD cover should be
made available only if, when and to the extent that Kenyan
Government meets outstanding payments and honours repayment
obligations under existing facilities.

3 These repayments, if made, will release only limited
amounts of cover. In view of heavy demand, Kenyan authorities
have been asked to assess and submit their priorities for its
use. Initial response suggests other business is likely to
have higher priority in Kenyan eyes. Therefore, regrettably,
it is 4ifficult to foresee ECGD cover being available for the
Coastal Loop Radio Project in near future.

4 Position will be reviewed again towards the end of this
year but unless there are real improvements in Kenyan economic
performance there is not likely to be further substantial new
ECGD cover. Kenya's economic position is now so difficult that
the IMF has agreed only a very modest celling on new
non-concessional borrowing. The Kenyans have just confirmed
that this limit has already been filled for the current year.

=}
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ATP

5. Recent successes by UK companies in winning ATP-
supported projects have resulted;heavy over-commitment of
the ATP budget. Therefore, if the Kenyan Government gave
GPT project priority over all others, if aid support was
agreed, and if ECGD cover was available, financing
arrangements would have to be such that no aid was drawn
down before April 1992.

ECGD
May 1991
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BACKGROUND

1 The Group Director of GEC Plessey Telecommunications
(GPT), Network Systems, wrote to the Prime Minister on 30 April
about the company's difficulties in finalising arrangements to
finance a £23m contract signed with the Kenyan Posts and
Telecommunications Corporation in June 1990. The company hoped
to secure grant aid funds under the Aid and Trade Provision
(ATP) for 35% of the contract value with the balance to be
financed by way of an ECGD-supported export credit facility.

ECGD COVER

2 However, arrangements for ECGD cover have recently been
reviewed in view of the high level of Kenya's debts. Ministers
decided that further cover should be made available over the
next 6 months only as and when, and to the extent that, the
Kenyans make repayments under existing facilities. If the
Kenyans meet certain payments already outstanding and those
falling due from April to September this will release a very
limited amount of fresh cover. (The principal and—interest— I
-Suns —dueunder any  €Xport Creditarrangement,—the principal™
amounts of any new facilities which could be supported would
amount t0 an aggregate value of only about £16m).

3 In view of the vast excess of demand for ECGD cover over
and above this level and the impracticality of operating on a
normal "first come, first served" basis for allocating the
available cover, it has also been agreed that the Kenyans
should be invited to nominate the projects which they wish to
give priority for the use of the cover. Initial soundings of
the Kenyans via the British High Commission in Nairobi suggest
that the GPT Coastal Loop project is unlikely to feature in the
immediate priorities. If this is confirmed, there will be not LQ

\% ECGD cover for the contract.

SA°d SpIL ZBE T4 SMIHLZLS 1O0DTHW qa03 e .




~ ~
e’

% Although ECGD issued an indication last year of the terms
on which it would be willing to consider supporting the
transaction, no commitment of such support was given and GPT
have been regularly advised of the review of ECGD cover
arrangements, whose outcome could not be prejudged.

5 Kenya benefits from an enhanced structural adjustment
facility (ESAF) from the IMF, under the terms of which the
Kenyan Government has agreed not to borrow overseas, on non
concessional terms, more than US$77.5m this financial year.
They told our High Commission last week that they had already
entered into commitments up to this limit on their borrowing.

ATP SUPPORT

6 The IMF ceiling on non concessional borrowing should not
apply to business partly or wholly aid funded. GPT applied for
ATP support for 35% (the OECD minimum) of their contract value.

Again no commitment of support has been given to GPT and no
offer of aid made to the Kenyan Government. Since the ATP

budget for the current financial year has been fully committed,
the only basis on which GPT could achieve their desired
financial package would be if the Kenyans honoured their
outstanding payment obligations and, contrary to their recent
intimations, declared this project to be of sufficient priority
to have the benefit of all the ECGD cover which might become
available in the next 6 months, and if ATP support was agreed
by ODA, and 1if GPT could devise acceptable arrangenents to
avoid a need to draw down such ATP funds until next financial
year. There appears to be little realistic prospect of such a
combination of factors and, therefore, the company should not
be encouraged to think that the official support they seek will

be forthcoming.

ECGD
May 1991




AVAILABILITY OF MEDIUM TERM COVER FOR PROJECT EXPORTS
POINTS TO MAKE

1 Stress that "Zero Option" (ie withdrawing all or most ECGD
Support for capital goods and project exports sold on two vears
credit or more) has been rejected and that Government policy 1is
that a stable and viable framework of ECGD support for project
€xXports will be made available. However, no avoiding the facts
first that ECGD has incurred very heavy deficit on project
business (it is currently borrowing about £3.5 billion from the
Exchequer) and that it is simply not sensible (or helpful) for
ECGD to encourage and support exports which are not paid for.

2 The Portfolio Management System (PMS) will involve
controls on the availability of cover at the portfolio level,
as well as on individual markets and cases.

3 PMS is designed specifically to recognise these points and
to try to draw a balance between, on one hand, the national
interest in supporting particular cases and the interests of
exporters and, on the other hand, the interests of taxpayers
who, at the end of the day, have to foot the bill for losses,

4 Confident that PMS will provide a framework of stable
support within which exporters can pursue worthwhile project
exports.

5 Broadly, the new framework reflects a view that ECGD
should remain on cover for most higher risk markets, but at a
price which reflects both the risks and the interests of the
taxpayer and within prudent country limits.

6 ECGD have never sought to match availability of cover from
other ECAs on a case by case basis. Overall, I am confident
PMS f{framework will allow ECGD to support worthwhile project
exports where there is a reasonable prospect of payment.

ECGD
May 1991




PMS PREMIUM RATES FOR PROJECT/CAPITAL GOODS EXPORTS

POINTS TO MAKE

1 There has been no _general increase in ECGD premium rates
for project business since 1984,despite the international debt
crisis.

2 During this period ECGD has paid claims on project
business equal to eight times its premium incone.

3 Premium rates are not being put up to recoup past losses:
PMS is essentially a forward looking system.

4 Thus some premium increasses are justified, given both the
risks involved and ECGD's financial position. Increases are
being targeted on the higher risks. Better risks will qualify
for reduced rates.

5 Account has been taken of the premium rates of other
Export Credit ~ Agencies and of the competitive position of
British exporters. In other words, the full rigours of a
"commercial® PMS system have not been applied.

6 Recognise that this means ECGD's rates are amongst the
highest of Export Credit Agencies. Nevertheless, 1 am
confident UK exporters will still be able to compete for
worthwhile export orders, particularly in the better risk
markets where premiums are to be reduced.

2 A vigorous international campaign is already underway to
persuade other countries to charge more realistic premium
rates. It should not be assumed that it is doomed to failure.
Concern 1is growing in other countries about the deficits of
their Export Credit Agencies.

8 Premium rate increases have to be seen in perspective. 1In
many cases, they will have less impact on export prices than
wage increases.

9 ECGD has never matched premium rates on individual cases.
Nor do other Agencies. It would be a one way losing bet.
After all, exporters would not expect to pay more if other ECAs
were charging higher rates than ECGD on individual cases.

ECGD
May 1991



v PRIVATISATION OF INSURANCE SERVICES

ISSUE 1: PURPOSE OF PRIVATISATION

POINTS TO MAKE

= Privatisation will give ECGD's Insurance Services
Group freedom it needs to meet competitive and legal
challenges of Single European Market.

- In private sector, Insurance Services will be able to
offer British companies a more comprehensive, more

flexible and even more up-to-date service.

= ECGD's counterparts in EC all making similar moves:
changes will ensure UK exporters are not

disadvantaged.

- Not true Government is not providing political risk
reinsurance: it will do so and this has been made
clear in assurances to Parliament.

- Not true that privatisation has "flopped": bids have
been made by one of largest insurance companies in the
world (Generali) and one of largest and most respected
credit insurers is in the EC (NCM of Netherlands).

ISSUE 2: PREMIUM INCREASES FOR SHORT TERM BUSINESS AFTER
PRIVATISATION

POINTS TO MAKE
- Market fiercely competitive: this keeps prices down.
- Existing rates are not subsidised but fixed according

to commercial criteria. This will continue in private
sector.
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Level of Insurance Services premium rates - whether in
public or private sector - will be determined by
claims experience, just like any other insurer.

ISSUE 3: EXPORTERS WILL SUFFER DROP IN SUPPORT

POINTS TO MAKE

Private insurance market expected to take on vast bulk
of current business.

Government committed to maintain an adeguate level of
support for UK exporters. There will therefore be

- for up +to 3 years after privatisation a
Government reinsurance facility to top up what is
available from private market. (Top-up

Reinsurance).

~ continuing ECGD support for business in more
difficult places where there is no private market
capacity at present. (National Interest
Facility).

Premature to speculate now on what the capacity of the
private reinsurance market will be in 3 years' time.

ISSUE 4: PRIVATISATION HAS "FLOPPED"

POINTS TO MAKE

Wide range of institutions expressed an interest in
bidding for the business- six were shortlisted to
receive an invitation to tender.

Responses to Government's invitation to tender now
received from



Trade Indemnity (the UK's largest domestic credit
insurer)

= Assicurazioni Generali (one of the largest
general insurance companies in the world) and

= NCM (one of Europe's leading and most respected
credit insurers).

Responses currently being evaluated. Aim 1is to
complete privatisation, subject to enabling
legislation, by late summer.

Premature: to comment on any of the responses in
advance of a proper evaluation.

Government concerned o ensure that preferred
purchaser will be committed to the business, including
existing customer base. Price will be an important,
but not the sole, factor, in determining choice of

preferred purchaser.

Many British exporters already use foreign-owned banks
for their export and domestic business. Likewise many
British banks offer facilities to foreign companies.
Any attempt to interfere with these commercial
arrangements would be contrary to EC regulations.

Normal competition legislation and procedures will
apply to the sale process. The Office of Fair Trading
have been conducting their review of each bidder. Any
monopoly or public interest concerns will be dealt
with accordingly.
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- Private sector companies 1issue short term export
credit facilities in Germany, Netherlands, Italy,

Belgium, Portugal and Spain.
credit agencies has begun,
Denmark and Ireland.

ECGD
May 1991

Privatisation of export

or 1is a prospect, 1in
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MAY 1991 NISTER'S MEETING WITH LORD PRIOR, WEDNESDAY 15

ATP: .
KENYA: NORTH WEST DIGITAL MICROWAVE SYSTEM: TELECTRON

Line to Take

(If raised). Understand that Telectron are still discussing
Situation with Kenyans. Keeping situation under review. Aware

of GPT's interests.

Background

i In June 1988, Telectron Systems Limited (part of AT:T
International) were awarded a contract worth £12.04 million
(separate £6 million contract for US element) to provide a
digital microwave link between Nairobi and Kisumu. ATP support
and ECGD backed export credit was offered for the UK element of
the project and was accepted by the Kenyans. Since then, work
has begun on the project, ATP of £1.835 million has been spent
and ECGD supported loan funds have been drawn down.

2 The Kenyan telecommunications authority (KPTC) informed
Telectron in a letter dated 22 March 1991 that work an &he
preject should cease. The implication was that the contract
value had increased by USS$S6 million which was unacceptable to
KPTC. Telectron replied that the increase in costs was a result
of extra work requested by KPTC and that Telectron would be happy
to return to the original contract. Telectron were aware that
GPT wanted to take over the project and were unhappy that GPT
appeared to be undermining KPTC's confidence in Telectron.

3 Telectron have improved the non UK element of their
financing package and put forward a revised proposal to KPTC on
7 May. The reaction from officials at KPTC was positive but Mr
N'geni, the Managing Director was out of the country. Officials
said they would put forward a positive report to Mr N'geni on his
return and Telectron would hear from KPTC within 2-3 weeks from

20 May.

4 However, GPT are anxious to meet officials at DTI as soon
as possible to discuss taking over this project. They say they
have a letter of intent from KPTC and that KPTC have now written
to the Post in Nairobil outlining the situation (not yet seen).

5 We have been reluctant to meet GPT until we are certain of
the situation. Preliminary investigation suggests that it would,
in principle, be possible to transfer the ATP funds and ECGD
cover from Telectron to GPT.

PEP3a
14 May 1991
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CHINA: HUNAN FIVE CITIES TELECOMMUNICATIONS PROJECT: GPT

Line to Take

(If raised). Response to Mr Lawson's letter is under
consideration.

Background

1 This project, wvalued at £30.7 million (UK content £27

million) is for the supply of 54 digital exchanges in five cities
1n Hunan. Success would represent an important market entry and
type approval for GPT's System X exchange in the Chinese public
switching market. An ATP offer letter was sent to MOFERT on 12
February 1991.

2 Competition for the project comes from the French (Alcatel),
who were able to make an offer of aid before the imposition of
the Madrid Declaration in June 1989 and who, under pressure from
the centre, have since signed a provisional agreement with the
Hunan Posts and Telecommunication Authority (HPTA), although the
HPTA are understood to prefer the GPT bid technically and
commercially.

3 Barrie Lawson, Group Director of GPT responsible for
switching systems, has recently written several times to Graham
Bright at Number 10 seeking political support for project
business. This stems from a discussion with Mr Lilley at the
IETF exhibition in India and an encounter with the Prime Minister
when he received a sympathetic response.

4 In his latest letter of 17 April 1991, Mr Lawson requested
that the Prime Minister should make further high level
representations to help win the Hunan project. Mr Lilley wrote
to Mr Bright on 9 May recommending that the Prime Minister should
indeed write to the Chinese Prime Minister. The letter was
copied to the Foreign Secretary, who disagrees with Mr Lilley's
recommendation. Further advice on this will be submitted

shortly.

PEP3a
14 May 1991




CONFIDFNTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

11 May . 1991

CALL ON THE PRIME MINISTER BY LORD PRIOR

Lord Prior is calling on the Prime Minister on Wednesday
morning (15 May) to discuss the attached letter to the Prime
Minister from the Managing Director of GPT, a subsidiary of GEC.

After the letter had been received here, Lord Prior
telephoned, =vidently rather embarrassed about the tone of the
approach to the Prime Minister, and asked if he could come and
discuss the matter with the Prime Minister.

f I should be grateful if you could let me have a brief for
| that meeting, in consultation with the ODA, to reach me by
! Tuesday, 14 May.

I am copying this letter to Simon Gass (Foreign and

Commonwealth Office) and Suma Chakrabarti (Overseas Development
Administration).

J.S. WALL

Martin Stahley, Esq.,
Department of Trade and Industry.

CONFIDENTIAL
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PRIME MINISTER ‘ L1

LORD PRIOR: EXPORT CREDIT AND APT

The Managing Director of GPT, a subsidiary of GEC has written to

complain of the difficulties GPT are having in securing ECGD and

ODA support for a contract they are seeking in Kenya. The letter
adopted a very pre-emptory tone stating that, unless this support
was received by the end of May, the company will declare 250

redundancies, no doubt blaming them on the Government.

Lord Prior phoned me to ask me not to submit this letter. He
believes there is a genuine problem about export credit and that
feelings are running high in the business community. He is
rather embarrassed, however, about the manner in which one of his

subsidiaries has approached you.

He would prefer to call on you in the near future to set out his

concerns.

Agree a meeting on this basis?

&S [ €

ANDREW TURNBULL

1 May 1991

C:\pps\prior (pmm)

CONFIDENTIAL
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G pT NETWORK SYSTEMS GROUP
New Century Park, PO Box 53. Coventry. United Kingdom CV3 1H]

Tel: (0203) 452 ]s’ll\ 0203 448416 Int Tel: +44 203 45152 Tx: 31361 GPTEL G

The Prime Minister 30th April 1991
The Rt. Hon. John Major MP

10 Downing Street

London

SW1A 2AA

Dear Mr. Major,

EMPIOYMENT IN THE MIDLANDS

I write to you in the hope that I can save the jobs of 250 people.

I apologise if the statement is seen as a threat; it is nevertheless
true.

The company that I manage designs, manufactures and sells highly
complex electronic "transmission" equipment. In simple terms, our
products provide and manage the routes between telephone exchanges and
customers (subscribers).

Over the last few years, as the UK has liberalised its public
telecommunications industry, GPT has had to face competition from many
overseas competitors, principally Japanese, North American, French,
German and Swedish. This has produced some startling results:

- GPT is now the only major UK owned public telecomms
supplier.

- Prices in the UK are on average 60% of those in Europe.

- Most European markets are not price sensitive - the
Government managed PIT's buy from national champions.

- Unless GPT is successful in winning overseas business,
the UK companies will decay until they become sales
outlets for overseas products. This will result in
thousands of redundancies and a loss of future

prosperity.

However, as a company we have not given up - we have invested time and
money into establishing ourselves overseas (for example in France,
Spain, Kenya, Nigeria, USSR, and China we have established companies
and Joint Ventures).

GEC PLESSEY TELECOMMUNICATIONS LIMITED
Registered in England. Registered Number 703317
Registered Office: New Century Park, PO Box 53, Coventry CV3 1H]



GPT

Currently we have re-established GPT as the Number One supplier in
Kenya and we intend to expand this position to cover the whole of East
Africa - thereby pushing out the Japanese dominance that was
established in the 1960's.

I write to you for support of a specific contract in Kenya with a
value of £23M that was won by GPT against international competition.
This contract both strengthens our position in Kenya and also provides
employment for 250 people within the Coventry area.

The attached document chronicles the steps we have taken to gain ECGD

' and ODA support for this business. Additionally, I met with the
Kenyan Head of State, Daniel Arap Moi, in March of this year - the
Kenyans are very supportive of the UK and GPT. However, unless we
receive the necessary ODA and ECGD support by the end of May 1991, I
will have to inform my workforce that 250 redundancies will be

necessary.

Over the last months I have written to the local MP's to canvass
support; many meetings have been held with the DIT, ODA, ECGD and
others, all to no avail. I am now at the stage where I cannot go on
waiting while the "Kenyan situation is under review" - we need firm
contracts to keep our people employed.

As a company I believe we have gone out there and "won for Britain"
- can we now count on the Government support that is necessary to do
business in most of the open markets of the world?

I sincerely hope we can.

Yours sincerely,

JOHN ZIEMNIAK
Group Director - Network Systems

Copy: Lord Prior



KENYA: KENYA POSTS AND TELECOMMUNICATIONS (KP&TC

MARCH 1988

NOVEMBER 1988

29.03.90

APRII~JUNE 1989

02.08.89

15.09.89

05.10.89

17.11.89

COASTAL IOOP RADIO PROJECT

Asked to Tender by KPIC for North Eastern Radio
Project.

Awarded Contract subject to survey and finalisation
of Contractual negotiations.

ODA consulted concerning possibility of aid for
this Project.

Survey completed of Project including Coastal
Route/Coastal Ioop and North Eastern Region.
Request for aid assistance for TOTAL Project
received by GPT (verbal).

ATP for whole Project submitted to DTI. With
advice from DIT a revised ATP case was submitted on
21.08.89.

DIT advised us during August that ODA were
concerned at the large amount of aid KPIC had
received from HMG. Further, they were concerned
that no formal request for aid had been received
from KPTC, nor had any of our competition put
forward an aid package.

Discussions with DIT suggested that ODA were
concerned about the North-Eastern route of the
Project, due to small population in the region.
They did not like the inclusion of TV carriers onto
the system. Felt total Project should be
undertaken on commercial terms. The splitting of
the Project into phases was proposed - which DTT
advised was probably likely to get better support
from ODA.

Conversation with DIT suggested that ODA were
concerned that due to the high levels of aid going
into Kenya that we were "sp0111ng the market" for
future business. A revision of the ATP case was
requested to split it into different phases. ODA
look at assisting on just the first phase, which
ODA believed should be Coastal Region.

Verbal request for aid received from KPTC, which
asked for aid for not only Coastal Route but also
linking back to the Coast to Nairobi, (the "Coastal
L") . formally submitted to GPT 13.12.89 with
clarification 19.01.90.



January 1990

15.02.90

21.03.90

06.04.90

04.05.90

13.06.90

21.06.90

26.06.90

01.08.90

14.08.90

01.09.90

21.09.90

ATP case submitted to DIT for Coastal Loop Project.
DIT advised certain changes. Amended submission
05.02.90.

(From Kenya) asked ODA for indication in principle
that the case was being positively received - not
received.

Conversations with DIT suggested that no decision
had as yet been made by ODA - anticipated further 1
month.

DIT wrote back asking for further information.
Again, ODA unhappy concerning Coastal ILoop - only
want to consider Coastal Route. Responded to DIT
11.04.90; further conversation 19.04.90 suggested
still further concern from ODA, regarding the
economic viability of total loop back to Nairobi.

DIT submit full SCAT draft to GPI.

Meeting with  ODA. Little progress made.
Indication that an Economist would need to go to
Kenya to evaluate the Project. Further information
requested by ODA sent 18.06.90.

ODA letter (Mr Millet) suggested "major problems"
with our ATP case. Responded by GPT on 26.06.90.

Contract for Coastal Loop signed with BHC (Kenya)
present for signing ceremony.

ODA confirmed a team would need to go to Kenya for
economic and developmental evaluation of the
project.

ODA team confirmed as being Ewbank Preece and 1
Economic Adviser from ODA.

Team in Kenya for evaluation. Report due in to ODA
210990,

Informal indication from Ewbank Preece that report
was positive with Economic rate of return
Justifying project. This was latter confirmed by
both ODA and DIT.



24.10.90 Formally informed by DII that a value for money

check would be required and would take place 3
weeks to complete.

22.11.90 ODA value for money check commenced (completed in
December 1990).

08.03.91 Report on value for money received by Kenyan desk
in ODA from 'Value for Money' department.

| 04.04.91 ODA informed GPT that:-

| a) Small amount of cover may be available
(dependent on Kenyan priority of projects).

b) No new ATP commitments during 1991/92. No new
drawdown of funds during 91/92 financial year.
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GPT in Kenya
GPT, the GEC and Siemens
venture, has won two orders
worth a total of £30 million
from Xenyan Posts and Tele-
communications Corpora-
tion. The new work, on
microwave radio systems, will
link with the Nairobi-to-
Mombasa system currently
being installed by GPT.




ins a £30m’

=

¥

order in Kenya

By RICHARD EMMETT
Industry Reporter

GPT in Coventry has
won a £30 million order
to make and install equip-
ment in Kenya.

The contract, the biggest
ever in Africa for GPT's
Network Systems Group, has
been awardyed by the Kenyan
Posts and Telecommunica-
tions Corporation.

It comes as a major boost to
the troubled company which
has just axed 650 jobs and is
being hit by strike action and
an overtime ban.

The order follows two deals
worth a total of £24 million
which were struck with KPTC
over the past two years.

GPT will proviXe a network
of microwave radio systems,
linked with the Nairobi-
Mombasa microwave 8ystem
installed following a contract
with KPTC last year.

Placed

Work will also start on a 10-
year scheme to provide and
manufacture locally GPT pre-
pay card payphones in Kenya.

The signings mark the latest
success for GPT .in Kenya

. where orders have already
been placed for the range of
GPT switching, transmission
and terminals products.

"John Ziemniak, Network

Systems Group director, said:
“These agreements taken to-
gether represent the largest
gingle order awarded to GPT
in Africa, _

'I'he microwave system will
upgrade the Kenyan network
and a coastal route will provide
digital capability into the
main tourist areas.

It will handle a high propor-
tion of international traffic
and provide links with neigh-
bouring Tanzania.

Mr Ziemniak said the new
contract was good news for
Network Systems Group but
wamed that industrial action
at the New Century Park and
Helen Street plants could still
hit business which last year
fell £55 million short of targets.

Losses

He added: “The next 12 to
16 months are going to be
very difficult. It is sad we
have got this industrial action
going on at the moment.

“It can only harm the
Er‘ospecta of the business. We

ave been making large losses
and with all the action this
year going to be hard-pressed
to break even.”
® Around 3,000 GPT workers
were expected to join a third
one-day strike today in protest
over compulsory redundancies
and redundancy arreements.

COVENTRY EVENING TELEGRAPH
MONDAY 16 JULY 1990
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network

GPT is to supply a digital micro-
wave backbone network to the
Kenyan pto in a contract worth
£23m. It will link outlying

.................................
...................................

towns and coastal regions with

a link between Nairobi and
Mombasa which GPT is already
installing.

The microwave contracts are
in addition to digital switches
which GPT has supplied to
Kenya. The Kenyan pto also
placed orders with GPT for pay-
phones.

John Ziemniak, GPT’s net-
work systems group director,
said that an order, which will
be spread over 10 years, includ-
ed a £7m ‘“guaranteed ele-
ment’’.

The ultimate value of the deal
could be many times more than
that, he said, depending on the
popularity of the payphones,
particularly in rural areas.

Ziemniak said GPT would be-
gin local assembly of the pay-

phones in about two years.
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venture

GPT HAS won its biggest
ever African order, worth
£30m. to install a microwave
radio network in Kenya and
begin local manufacture of
payphones.

GPT Network Systems
Group will provide a back-
bone network of microwave
radio systems from the bor-
der with Tanzania to Nairobi.
running in a wide loop along
the Kenyan coast.

[t will be linked with the
Nairobi-Mombasa microwave
system that GPT is in the
process of installing, after
winning the contract last year
from the Kenyan Posts “and
Telecommunications Cor-
poration (KPTC).

The new digital loop will
cover Kenya's main tourist
areas, replacing 960-channel
analogue equipment.

Work will also start on a
ten year scheme to manufac-

ture GPT's pre-pay card °

payphones in Kenya, for in-
stallation in both urban and
rural areas of the country.

GPT network group direc-
tor, John Ziemniak, is confi-
dent of further orders from
Kenya as KPTC pursues its
five year plan to modernise
the country’s communications
network.

]
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MRS HOGG

PRIME MINTSTER'S MEETING WITH SIR GEOFFREY HOWE

Sir Geoffrey Howe met the Prime Minister today for about half an
hour in the Prime Minister's room at the House of Commons. The
Prime Minister said he wanted to pick Sir Geoffrey's brains. For
the manifesto he wanted to build on the theme of providing
opportunity for those who had missed out, in buying their council
houses, in training, or in education and he wanted to open up
possibilities for women who were stuck at home. He personally
was not too concerned about driving the basic rate of income tax
down further. He welcomed any ideas Sir Geoffrey wished to
offer, particularly practical ideas which could be turned into

detailled policiess

The Prime Minister thought that Europe had been put on one side
as a controversial matter. The main issues were the recession
and the Community Charge. He was looking again at the interface
of taxation and social security , and it was very helpful to have
Bill Robinson at the Treasury to help with this. 11 Geoffrey
offered the following thoughts:

(1) ERM
He was delighted that sterling was now in the ERM but
recognised that this constrained policy on interest
rates. He believed that this called for a tough
fiscal stance which would open the way for lower
interest rates in due course. (It could equally well

be argued that if interest rates are to remain high,

the balance of policy on demand would be maintained by

looser fiscal” pailkicy.)" ‘If policy was constrained it
was all the more important to look for douceurs which
had political impact but cost relatively Irtkle.

Taxation and the Family

No-one was expecting direct tax to be reduced further.
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He suggested that it would be helpful to identify, in
theory at least, that part of child benefit whieh
represented the old child tax allowance. This element
could then enjoy Rooker-wise indexation. The Prime
Minister said he had, at one stage, wanted to break
child benefit down into its constituent parts but this
had become impossible with the arrival of independent
taxation. One possible change would be a premium for
under-fives. He had asked the Treasury if there was
some way of scoring child benefit as part of the tax
system but had met with a negative response (quite

raghtlyly <

Women's TIssues

Sir Geoffrey said he had been a member of the Cripps
Committee but most of its recommendations had now been
implemented. Nevertheless, he urged the Prime Minister
to "comb the women's cupboard fully".

Savings

Sir Geoffrey commended Julian Brazier's Bow Group

pamphlet which highlighted the disincentive to saving

created by the various capital rules in the social

security systemn.

Homelessness

Sir Geoffrey commended the efforts to clear

Innelr Cities.

The Elderly

Sir Geoffrey handed over a copy of a recent speech to
Age Concern. He commended the work of Michael Pilch,
the former Chairman of Noble Lowndes. He had set up
the Miller Centre in Sir Geoffrey's constituency which
was an old people's centre with a theatre attached. It
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was an imaginative venture to combine accommodation
with a role for old people. He urged the Prime

Minister to acquaint himself with Mr Pilch's work.

Infrastructure and Public Transport

It was important to develop links from the Channel
Tunnel to all parts of the country so that thHelpra jaee
was not seen simply as a benefit to the South East but

as. a national ‘asset.

The Parliamentary Estate

It was essential to complete the parliamentary estate
involving the renovation of the Palace of Westminster
and the construction of phase two of Bridge Street by
the end of this century. : Tidying up this partioE
London was a good objective for the millennium. He
estimated that it would be necessary to raise public
spending from £15 million to £30 million a year. He
commended the architect, Michael Hopkins, but warned
that the antiquarians would create obstacles but

wanting everything preserved.

Legislation

Sir Geoffrey returned to his theme that there was too
much legislation which was too poorly drafted. In the
last three years there had been 2,500 papers, three
times as much as in Labour's last three years. This

was a sign of over government.

Education

Sir Geoffrey agreed with the emphasis the Prime

Minister had put on this but thought there was still

much to be delivered from the reforms of the recent

pagt.
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Local Government

Sir Geoffrey regretted that the Local Government
Commission, whose approach had been to examine local

government structure area by area around the country,

had been replaced by the comprehensive schemes of

Crossman, Redcliffe, Maud and Walker. He believed it
was a mistake to tackle such problems nationally.

Sir Geoffrey said he was attracted by regional
government, to which he would transfer many of the

planning powers.

Community Charge

Sir Geoffrey would abolish the Community Charge and
replace it with a property tax of one form or anatiicr
with surcharges for additional residents. An important
weakness of the Community Charge was its lack of
buoyancy. Sir Geoffrey was sympathetic to sales
taxation which he thought had worked well in the

United States. He also felt that the UBR had lost its
point now that the proceeds went into central
government. It was simply a fixed deduction paid by
businesses which could be absorbed into profits-related

tax.

Enterprise Zones

As the originator of these, Sir Geoffrey thought they
had been a success which left the Prime Minister
wondering whether it had been wrong to call a halt to

the creation of any others.

The meeting was extremely successful in giving Sir Geoffrey the
feeling that his views were valued. He promised to offer
further contributions.

ANDREW TURNBULL

12 February 1991 C:\PPS\HOWE (DAS)
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NOTE FOR THE RECORD

John Moore came to see the Prime Minister today to inform her
about his plans. He had concluded that he should not stand again
at the next election. His aim was to develop an alternative
career in finance and consulting but he had been advised that he
would be able to do this better full-time rather than part-time
as an MP. He would, however, like to serve the Party in the
House of Lords.

The Prime Minister said there was another side to the case.
Being an MP provided a base, an income, a pension, a secretary,

an office and a location at which to entertain. It also provided

an entréeto certain places.

Mr. Moore acknowledged this, but felt the balance lay with
ceasing to be an MP. He wanted to be able to take charge of
something which he could not do while still in the house. He had
secured two part-time assignments (Gartmore and Monitor) but he
wished to be able to develop beyond them.

The Prime Minister acknowledged this and agreed that she would

put him forward for the House of Lords.

It was agreed that no announcement should be made to the
Constituency Association for the time being. Mr. Moore should
keep in touch with the Chief Whip on timing.

Y

ANDREW TURNBULL
15 October 1990
c:\pps\moore (kk)
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" PRIME MINISTER
MEETING WITH MR. MOORE

John Moore is coming to see you on Monday to discuss his
political future. He has finally secured some worthwhile outside
employment. A non-executive directorship of the Gartmore
investment group was announced recently. He is also joining the
board of Monitor, an American consulting group but I have not

seentrany ‘public' reports of {thiss

I suspect he may indicate his wish not to stand at the next
election and seek confirmation that you would recommend him for
the House of Lords. At Bournemouth, you expressed the hope that
more former Ministers would stay in the House to make a
worthwhile contribution from the Back Benches rather than
drifting off into commercial careers or leaving the House
entirely. David Howell and Norman Tebbit in their different
ways still make such a contribution. Over the past year, John
Moore has been almost invisible and you may feel that there is

little point in trying to persuade him to stay.

He may also raise the subject of the Cyclotron. The discussion
with Sir Nicholas Bonsor in the summer was inconclusive and the
project was left to wait upon the results of the neutron trial on
prostate cancer. These results were expected in October but have
not yet emerged. Flag A is a note from Department of Health on
subsequent developments. They maintain their scepticism of
neutron therapy but there have been favourable developments on
proton therapy which is used for treatment of eye cancers. The
option of moving the existing machine to London, where it would
have a larger catchment area and better research support is being
researched. John Moore may commend this course. This is a
complex problem involving both technical and financial issues.
The best course is for John Moore to continue discussions
directly with the Department.

(ANDREW TURNBULL)
12 October 1990
c:\wpdocs\pps\moore (srw)
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PRIME MINISTER

John Moore

John Moore rang me to request a meeting with you to discuss his

political future. He did not state what he has in mind but I

suspect he has concluded that he does not wish to stand again at

——

the next election.

He did, however, report better news on his personal position. He

will shortly be announcing that he will be taking a position on

the US Board of Monitor, a consultancy advising companies on

strategic thinking. This will take about two days a week and

e

will be remunerative. He will also be advising Gartmore, a fund

management group owned by Banque Indo-Suez. This will take about

one day a week. I have arranged a meeting for Monday, 15 October
at 1800

X3 i

ANDREW TURNBULL

20 September 1990

PERSONAL




 PRIME MINISTER

LORD JOSEPH

Lord Joseph's office telephoned today to ask whether you might see
him for fifteen minutes on either Friday or Sunday about what was
described as a Bripighrdomestic problem connected with Europe.
These two days would seem to be the only possible ones for a

meeting in the immediate future as he will otherwise be abroad.

I explained that I was not clear what your plans were for these
days and that you might not be in London. But I have pencilled in

12.00 -12.15 on Friday in case you should wish to see him then or

~—— e

’:\_ O

at aﬁ§ other time on Friday. f}[x@bc( S
Are you able to see him then and would you like to?

Oor shall I find a day later this summer or in the early autumn?

S

Caroline Slocock
6 August 1990
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PRTME MINISTER

MEETING WITH LORD JOSEPH

Lord Joseph has given no advance warning of what he wants to

raise. Over the past year, he has raised a wide variety of

issues.

i) ERM. You saw recently some papers he sent on so-called
covert exchange controls - Flag 1. He also suggested
that you might have a talk with Sir Alan Walters. This
has now been arranged for this coming Saturday evening.

18ad) Marathon. You and President Bush have agreed in

principle that neither Government will encourage a UK

or US version of the fibre optic cable. We are now in

the process of finalising an agreement with the

Americans, but are not yet ready to announce this. You

————

should tell Lord Joseph that consultations with the

~.. Americans are continuing but that you hope to be able

err——

G)/_to make an announcement before you leave for the USSR

in June.

i) Family policy. Lord Joseph wrote to you last November
- Flag 2 - about the way the tax and benefit systems
were interacting on families with dependant children.
In March this year you agreed that he could write up
his ideas in a pamphlet provided he made clear that
they represented purely his own personal views. I am
not aware that the pamphlet has yet appeared.

iv) Docklands. Lord Joseph was instrumental in bringing to
your attention the need for action on the transport

infrastructure of Docklands. Qbu can ask him whether

he is satisfied with progress.
)

V) Education. He wrote to you last week commending a
pamphlet by Adrian Wooldridge - Flag 3.

e m—
(ANDREW TURNBULL) £§i~\

14 May 1990 .
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary 10 April 1990

NS\ P -

PRIME MINISTER'S MEETING WITH LORD PRIOR

The Prime Minister saw Lord Prior this afternoon at his
reguest.

ECGD

Lord Prior said that GEC was concerned about some of the
implications for them of the Portfolio Management System, in
particular the risk that cover might not be available for new
project business in some large markets. He recognised that the
Government had rejected the Zero Option. But he hoped
nonetheless there could be flexibility, if we were to avoid
British companies losing major orders. The Prime Minister said
that this point was in Ministers' minds. The Government attached
great importance to capital goods' exports. GEC should keep in
close touch with DTI, so that potential problems could be
identified in advance.

Lord Prior also expressed anxiety about possible premium
rate rises, which could make British companies uncompetitive.
The Prime Minister pointed out that no decisions on premium
levels had yet been reached.

Power Stations

Lord Prior spoke of the difficulties which the absence of
orders for heavy power plant in the United Kingdom was causing
for GEC, following the cancellation of a number of nuclear and
coal-fired power stations. This could result in considerable
unemployment. It also increased even further the importance of
securing overseas orders, and having sufficient Government
assistance to do so.

The Prime Minister said she assumed that GEC would bid for
the Combined Cycle Gas Turbine power stations. Lord Prior said
that GEC did not produce turbines over 35 megawatts, and the main
orders would go to France, although GEC might win some subsidiary
business.

Project Marathon

Lord Prior emphasised the importance of this project to GEC.
He hoped the Government would show flexibility. The Prime

CONFIDENTIAL JE)
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Minister said that the issue might well come up in her meeting
with President Bush.

Soviet Union

Lord Prior said that GEC were installing their System X
telephone equipment in Moscow. They hoped that the Prime
Minister would speak to Mr. Gorbachev on it during her visit to
the Soviet Union. The Prime Minister said that this might appear
a bit odd, given that she would be meeting Mr. Gorbachev in
person. But following her recent telephone conversation with
him, she would welcome anything which improved the line between
London and Moscow.

Turkey

Lord Prior said there were indications that Turkey was
interested in purchasing night-vision equipment from the United
Kingdom. He hoped that the Prime Minister would mention this in
her talks with Mr. Ozal. The Prime Minister took note.

China

Lord Prior referred to GEC's efforts to win an order for
System X in Hunan Province in China. The French appeared to be
offering preferential credit terms, despite the Madrid Agreement.
He was not asking for Government intervention yet, but might need
to do so later in the week.

I am copying this letter to Carys Evans (HM Treasury), Bob
Peirce (Foreign and Commonwealth Office), Simon Webb (Ministry of
Defence), John Neilson (Department of Energy), and Myles
Wickstead (Overseas Development Administration).

C.D. POWELL

Martin Stanley, Esq.,
Department of Trade and Industry.
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PRTME MINISTER

MEETING WITH LORD PRIOR

You are seeing Lord Prior tomorrow at his request. He has said
only that he wants to talk about a number of topics, including
'problems with ECGD'.

I attach briefing by the Department of Trade and Industry on a
number of issues which he may raise. As you know, GEC are major
beneficiaries from ECGD and ATP and are always lobbying to be

sure their interests are considered. If he mentions the

continuing dispute between GEC and DTI over the former's merger

with Plessey, you should make clear that this is entirely a

matter for the Trade and Industry Secretary.

You might for your part ask how their business in Malaysia is

progressing.

s \DPD
(CHARLES POWELL)

9 April 1990

c:\wpdocs\foreign\prior.dca




| B

the department for Enterprise

The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry

Department of
Charles Powell Esqg Trade and Industry

Private Secretary to the A
Prime Minister : - ictoria Street

10 Downing Street I”“@?“””“mT

LONDON Enquiries

01-215 5000
SW1A 2AA Telex 8811074/5 DTHQ G

Fax 01-222 2629

Direct line
Our ref
Your ref
Date

2155622
PE5S5ALA

? april 1990

ik

LORD PRIOR’S VISIT ON 10 APRIL 1990

Thank you for your letter of 3 April 1990 in which you said
that Lord Prior had asked to come and see the Prime
Minister on 10 April 1990 about a number of topics which
included an item described as ’'Problems with ECGD’.

I enclose a background brief on ECGD issues which we
believe might be raised, and a short note on
GEC/Siemens/Plessey following last week’s announcement by
my Secretary of State of his agreement to a partial
variation in the terms of undertakings given by GEC in
1987,

Bom aer

i Moot
BEN SLO@

Private Secretary
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BRIEF FOR PRIME MINISTER'S MEETING WITH LORD PRIOR ON 10 APRIL 1990

ECGD

Issue

GEC and some other major companies have expressed concern over

various changes ECGD are introducing to support capital goods

exports.

Recent 1letters from GEC to Ministers and MPs have raised the

following major issues:-

1) That the prospect of substantial premium increases with
the introduction of the Portfolio Management System (PMS)

will damage exporters’'competitive position.

That the withdrawal of interest rate support from
Category II countries even if implemented multilaterally
could put exporters at a disadvantage in view of high UK

interest rates.

Larger budgets for aid and soft loans are needed and on a
more flexible basis.

Concern about the prospect of new ECGD cover not being
available for new project business for some large markets
where ECGD's existing exposure is already high, eg,
India, Chigp, Hong Kong, Indonesia, UEEE—_;EE~ South

\“ﬁr —
Africa. o At )




To Take

It is premature for companies to complain as premium rate
levels will only be settled when ECGD's Business Plan for
1990/91 has been approved by Ministers;” No decisions have yet
been taken and, indeed, no recommendations have even been put

to Ministers.

Project business is risky and the intention of the new PMS
system is to allow a financial framework to be established
which enables national interest and trade encouragement
arguments to be considered against financial risks to ECGD and
the Exchequer. A difficult balance has to be drawn between
these demands. Regard will be paid both to the premium rates
charged by Export Credit Agencies in competitor countries and
to the need to maintain a viable framework of support from

ECGD for project and capital goods exports.

UK's long standing international objective has been to aim for
progressive elimination of export subsidies but HMG does not
wish to put UK exporters at a disadvantage by unilateral

action. Should sterling currency appear unattractive ECGD
support can be made in other major trading currencies. In
this and other areas, the Government does not wish to put UK

exporters at a competitive disadvantage.

Budgetary allocation for mixed credits has generally been
greater than amount of business to be supported. HMG has been
flexible in designing hybrid financing packages.

The Portfolio Management System also addresses how ECGD
handles markets where there is already a heavy concentration

of ECGD exposure but where UK exporters can be expected to
secure further large scale orders. The strength of the
national interest argument then becomes the prime issue.

Officials are already working on these aspects and it would be
helpful if GEC would liaise with them so that they are fully
aware of the implications for UK trade.




-
Support for Project Exports: General

It may be helpful to reassure Lord Prior of the importance that the
Government attaches to capital goods exports and that it fully

recognises the benefits which accrue to the economy from such

exports.

The case for withdrawal of ECGD support for project exports (known
as the Zero Option) was examined by Ministers as recently as last

Autumn. The Government then decided that export credit and

financingL:support should continue to be provided. Mr Ridley
£

confirmed ;in his December statement about the future of ECGD.

{
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BRIEF FOR LORD PRIOR'S CALL ON PRIME MINISTER
(TUESDAY 10 APRIL)

GEC-SIEMENS ACQUISITION OF PLESSEY

Line to take (only if raised)

Right that this merger should have been fully scrutinized by

the MMC.

If raised

Departures from the undertakings GEC gave on the 198% MMC

e

report or from the specific alternative examined by the

MMC in the 1989 report must be looked at closely to

consider effects on Fuﬂit\wbuat. For DTI to determine

what is acceptable.

Background

L A bid by GEC for Plessey was blocked in August 1986,
following an MMC report. GEC gave undertakings in 1987 not to
acquire more than 15% of Plessey or its subsidiaries, and not,
without the Secretary of State's consent, to enter into any
arrangement which would constitute a "merger situation" with
any of the Plessey businesses.

2 In March 1988 the Secretary of State for Trade and
Industry agreed to a variation of these undertakings to allow
the establishment of a joint venture company to handle the
telecommunications interest of both companies. The variation
followed the Secretary of State's decision not to refer the
joint venture to the MMC.

3z In mid-November 1988 GEC announced that it was making a
further bid for Plessey in association with Siemens. This was
referred to the MMC for investigation on 12 January 1989. The
MMC report, published on 21 April 1989, concluded unanimously
that the acquisition could be allowed to proceed provided
appropriate undertakings were given by GEC and Siemens to deal
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with aspects of the merger which might otherwise be expected
to operate against the public interest. The Secretary of
State therefore requested:

(a) that the Director General of Fair Trading should
seek undertakings from GEC that GEC should not acquire
any influence or control over the management of the
Plessey Radar and Defence Systems businesses or Plessey's
traffic control actrivities:

(b) that the Secretary of State for Defence should seek
undertakings from GEC and Siemens that access to the
technology and the licences for production of JTIDS
(Joint Tactical Information Distribution Systems)
equipment be available on terms satisfactory to the MOD
to competing companies designated by the MOD; and that
he should seek undertakings from GEC and Siemens that
would satisfy United Kingdom national security
requirements as to the ownership and management of
defence, R & D and semiconductor activities.

4. Undertakings were subsequently obtained and published on
2 August 1989. The Secretary of State then agreed to waive
GEC's 1987 undertakings to the extent necessary to enable GEC
Siemens to renew its bid for Plessey, and to carry out the
restructuring envisaged in the MMC's report.

4. Since the acquisition of Plessey GEC has asked for full
release from the 1987 undertakings, contending that these are
no longer applicable. GEC representations on this point are
still being considered. In separate representations GEC
requested specific relaxations in order to be able to
restructure some Plessey business differently from what was
proposed at the time of the 1989 MMC report. The Secretary of
State has agreed to a partial waiver of the 1987 undertakings
in respect of some (but not all) of the businesses involved,
as indicated in the press notice at Annex A.

CP1/DT1
C? April 1990
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press notice

90/188 38 April 1990

GENERAL ELECTRIC COMPANY PLC - RESTRUCTURING OF PLESSEY BUSINESSES

The Secretary of State for Trade and Industry has agreed to a
variation of the undertakings given by GEC in June 1987 (following the
1986 MMC report on the merger proposed in 1985 between GEC and
Plessey). This will allow GEC and Siemens to restructure certain of
Plessey's businesses in a manner that was not foreseen in the 1989 MMC
report on the 1988 GEC Siemens bid for Plessey. This press notice
also clarifies the position with regard to review under the Fair
Trading Act 1973 of new mergers which may arise as a result of the
proposed restructuring of the Plessey businesses.

Two groups of Plessey businesses are involved:

1. Businesses where it was expected in the 1989 MMC Report that
GEC should have a 51 per cent or more share.

The Secretary of State has released GEC from the undertakings
given in 1987 in relation to those businesses where it was expected in
the 1989 MMC report that GEC should take a 51 per cent or more share.

This will allow GEC to increase its holding in any such business up to
100 per cent.

Since GEC already has a controlling interest in businesses in
this category, any increase in GEC's holding would not give rise to a
new "merger situation" under the Fair Trading Act 1973. The Secretary
of State does not therefore intend to consider further any increase in
GEC's holding in businesses in this category under the merger
provisions of the Fair Trading Act.

2. Businesses where it was expected in the 1989 MMC Report that
GEC and Siemens should each have a 50 per cent share.

The Secretary of State has released GEC from the undertakings
given in 1987 in respect of a number of businesses where it was
expected in the 1989 MMC report that GEC and Siemens should each take
an equal 50 per cent share. The release will allow GEC to increase
its holding in the relevant businesses up to 100 per cent. The
businesses concerned are:

MORE/. . .

Department of Trade and Industry 1 Victoria Street London SW1H OET Fax 01-222 4382




Plessey Semiconductors Limited

Plessey Research Caswell Limited

Plessey Materials

Plessey Aerospace Limited

Plessey Aero Precision Corporatoin (USA)
E.S. Marine Systems Corporation (USA)

Any increase in GEC's holding above 50 per cent gives rise to a
controlling interest, and may therefore give rise to a new "merger
situation" under the Fair Trading Act 1973. The Director Genesalieif
Fair Trading will advise the Secretary of State in the usual way on
whether any of the above transactions is a merger which qualifies for
investigation under the Act and if so whether it should be referred to
the MMC. Release from the 1987 undertakings does not prejudice the

Secretary of State's ability to refer any of the above mergers to the
MMC.

Restructuring of Other Businesses where it was proposed in the
1989 MMC Report that GEC have a 50 per cent share or less.

If GEC and Siemens propose in the future that GEC should
increase its share in any other business where it was expected in
1989 MMC report that GEC should have a 50 per cent share or less,
companies should provide details to the Director General of Fair
Trading, who will advise the Secretary of State:

whether GEC should be released from the 1987
undertakings in respect of the particular proposals;

on possible reference to the MMC under the merger
provigions of the Fair Trading Act.

NOTES FOR EDITORS

dh In June 1987 GEC gave undertakings to the Secretary of State not
to acquire Plessey businesses following the 1986 MMC report into the
acquisition of Plesey by GEC alone proposed in 1985.

2 The Secretary of State announced on 2 August 1989, following the
1989 MMC report into the acquisition of Plessey by GEC Siemens plc
proposed in 1988, that he had agreed to waive the 1987 undertakings to
the extent necessary to enable GEC Siemens to make a bid. The 1987
undertakings otherwise remain in effect. A further waiver is required
to allow any restructuring of Plessey businesses which is not in
accordance with the proposals set out in the 1989 report.

MORE/. ..




50 References in this press notice to "the 1989 MMC report" mean
the 1989 MMC report into the GEC Siemens bid for Plessey.

Press Enquiries: 01-215 4472/1/5
(Out of Hours: 01-215 4657/8)
Public Enquiries: 01-215 5000

ENDS




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

3 April 1990

Lord Prior has asked to come and see the
Prime Minister next week about a number of
topics including what he describes as
"problems with ECGD". He is coming on
Tuesday 10 April. It would be helpful to
have a short brief on ECGD issues by the

previous evening.

(C. D. POWELL)

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







PERSONAL

PRIME MINISTER

Jim Prior has telephoned to ask whether he
could come to see you in the next week or two
to discuss three subjects: the Marathon
project, the problems with ECGD and a honour
for Mr. Stones of China Liéﬁz_gnd Power.
Would you be ready in principle to see him if

we can find a time?

Sk 7%(

C. D. POWELL

30 March 1990
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10 DOWNING STREET
LONDON SWI1A 2AA
From the Private Secretary 28 March

Thank you so much for ringing me back
this morning about a time for Lord Joseph's
meeting with the Prime Minister. I can now

confirm that I have written the meeting in

the diary for 11.00 am on Friday 20 April.

With every good wish,

(MRS. AMANDA PONSONBY)

Lady Ruth Strange

Liscartan House
127 Sloane Street
LONDON

SW1X 9BA




PRTME MINISTER

Keith Joseph has asked if he could see you

for half an hour on PFriday 20 April for one

of his private chats. There is plenty of

time in th;ﬁdiary that morning.

Content, therefore, to see Lord Joseph?

M\ka:\ 7w o 3

AMANDA PONSONBY
27 March 1990

C:\DIARY\JOSEPH.DAS
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NOTE FOR THE RECORD

CONFIDENTIAL

ROYAL EXHIBITION

Lord Whitelaw spoke to the Prime Minister about the Royal
Exhibition being canvassed for the 40th Anniversary of The
Queen's reign. He set out the issues as in my minute of 11

April.

Lord Whitelaw said that his intention was to limit himself to

activities where he could take a non—-executive role.

The Prime Minister shared his reservations about the project.
There would be a natural tendency for it to drift towards

over-commercialisation. She felt that Lord Whitelaw's

involvement would not simply be a question of lending status

or giving general direction.

This would
inevitably be somewhat stressful. It would inevitably involve
some degree of executive involvement in keeping a close eye on
the details of the project. She thought this would be done
better by some one within the Royal Family who could not only
give advice but could also take decisions on whether proposals
were acceptable. For these reasons,lshe felt it better that
Lord Whitelaw did not take this on.

Lord Whitelaw said he was most grateful for this advice which
he would follow.
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MEETING WITH LORD WHITELAW

Roval Exhibition

Lord Whitelaw's main purpose in coming to see you is to
discuss a tricky proposition that has been put to him.

Mr. Robin Gill, who made the film about the Royal Family in
1968-69, proposes to establish a permanent exhibition about
the Royal Family in Canary Wharf. This would be opened in

1992 to commemorate the 40th year of The Queen's reign.

This idea grew from a proposal to build a new version of the
Dolls House which is on show at Windsor. It was then decided
to create replicas of the State Rooms with videos of State
occasions and film of Royal tours. It is further to be
expanded with some Commonwealth involvement. This is entirely
a private sector venture requiring no financial support from

Government.

The Duke of Edinburgh was approached to be chairman of the
trustees. He declined though the Palace has taken a stance of

benevolent neutrality.

A celebration for The Queen's 40th anniversary may seem odd,
being neither the silver nor the golden jubilee. Against that
a reign of 40 years is undoubtedly a major achievement,

surpassed by only five previous monarchs. There is no

guarantee that The Queen would survive to the 50th but if she

did it would be a major Government occasion.




Lord Whitelaw feels unenthusiastic about the project
His appointment would

inevitably imply, to some degree, a seal of approval by

Government. He would not wish to undertake this if you were

opposed to it.

The Council for Charitable Support

Lord Whitelaw has become the Council's chairman. Attached is
a copy of his letter lending his support to the invitation
extended by the Council's secretary for you to attend a
seminar around this time next year. This would discuss such
issues as the role of individuals, the role of companies, tax
incentives, status of charities etc. The Home Office see

merit in this if you woald like to do it.

Other matters

You may wish to talk to Lord Whitelaw about current political
developments. You can also seek his views on the management
of Government business in the Lords. Are any changes needed

to procedures? Is a new list of working Peers called for?
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ANDREW TURNBULL
1l April 1989
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FRIME MINISTER
LORD WHITELAW

For various reasons it is not possible
for Lord Whitelaw to attend the lunch
for colleagues on 4 July, although I
know you wanted nghavé“a talk with him
afterwards. It is likely in any event
that that lunch may have to be cancelled
for a lunch feor an overseas, visitor.

L know that it is really the talk with

Lord Whitelaw which is important and
so I have pencilled him into the diary
for later that day so that he can come

and have a cup of tea/drink with you.

o

TESSA
15 June 1988

SLH/85




PRIME MINISTER

I think Nigel mentioned to you that Lord Whitelaw would very much
welcome a chat and that you agreed to combine this with inviting

him to a lunch for colleagues. You do not have a lunch for colleagues

\% untll 4 July Would you like me to invite him on this day and

U:vfask hidmite stay on for a private chat with you afterwards?
¢
Alternatively, 29 June, which is the day after you return from
the European Council, is free and if you wanted to ask him to

Lunch vin' thevflait’, you ceuld.-do: so.

Which would you prefer?

D

Ff TESSA GAISMAN
7 June 1988






