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Y o u r S e c r e t a r y o f S t a t e came t o s e e t h e P r i m e M i n i s t e r 

l a s t n i g h t t o r e p o r t t o h e r on t h e d a y ' s d e v e l o p m e n t s o v e r 

R o l l s Royce. The C h a n c e l l o r o f t h e E x c h e q u e r and t h e S e c r e t a r y 

o f S t a t e f o r Employment were a l s o p r e s e n t . S i r K e i t h J o s e p h s a i d 

t h a t , f o l l o w i n g h i s d i s c u s s i o n w i t h S i r Kenneth K e i t h ( r e p o r t e d i n 

y o u r l e t t e r o f 6 November), he had s e e n S i r L e s l i e Murphy, who was 

s t r o n g l y opposed t o t h e p r o p o s a l t o t a k e R o l l s Royce out o f t h e NEB 

when t h e I n d u s t r y B i l l c a n e i n t o f o r c e . S i r L e s l i e a p p e a r e d t o have 

m i s r e p r e s e n t e d S i r K e i t h ' s p o s i t i o n when r e p o r t i n g i t t o h i s NEB 

c o l l e a g u e s . S i r K e i t h had c o r r e c t e d t h i s when s e v e n members of t h e 

NEB Board came t o s e e him. They s t r o n g l y s u p p o r t e d S i r L e s l i e Murphy, 

however. A l l d e c l a r e d t h e i r i n t e n t i o n t o r e s i g n w i t h S i r L e s l i e . 

S i r K e i t h had s a i d t h a t he would c o n s i d e r t h e i r r e p r e s e n t a t i o n s t o 

him, and t h e n s e e S i r L e s l i e a g a i n . 


The C h a n c e l l o r o f t h e E x c h e q u e r r e p o r t e d t h a t S i r John Methven 

had been t o s e e him, f o l l o w i n g a c o n v e r s a t i o n between S i r John and 

Mr. Len Murray. Mr. Murray was a n x i o u s t o f i n d a way o f making i t 

p o s s i b l e f o r t h e union members o f NEB t o a v o i d r e s i g n a t i o n . S i r John 

was o f t h e v i e w t h a t Mr. Murray would v a l u e t h e o p e n i n g up o f c o n t a c t s 

t o a l l o w a s e a r c h f o r a compromise. The C h a n c e l l o r s a i d t h a t h i s 

p e r s o n a l i m p r e s s i o n was t h a t Mr. Murray might be a b l e to p e r s u a d e 

h i s u n i o n c o l l e a g u e s t o a c c e p t a s e n s i b l e a r r a n g e m e n t on R o l l s Royce 

which would not s e t a p r e c e d e n t l e a d i n g t o t h e r e m o v a l o f B r i t i s h Le;, I a n 

from NEB. The S e c r e t a r y o f S t a t e f o r Employment s a i d t h a t he had 

had a number of c o n v e r s a t i o n s w i t h Mr. Murray i n t h e c o u r s e of t h e 

Mr. D a v i d B a s n e t t was r e p o r t e d t o be e x t r e m e l y c o n c e r n e d about t h e NE 

s i t u a t i o n . Mr. Murray f o r e s a w a r i s k of u n i o n w i t h d r a w a l from many 

n a t i o n a l forums i f t h e R o l l s Royce/NE3 s i t u a t i o n l e d t o r e s i g n a t i o n s . 

Mr. Murray had p o i n t e d t o t h e p o s i t i v e c o n t r i b u t i o n o f t h e u n i o n s t o 

t h e work o f t h e NEB and a l s o t o L o r d S c a n l o n ' s e f f o r t s o v e r t h e 

B r i t i s h L e y l a n d b a l l o t . Mr. Murray needed h e l p , and a l s o needed t i m e 

t o work f o r a compromise. 
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The P r i m e M i n i s t e r r e c o g n i s e d t h a t t h e c u r r e n t p roblems 

were e s s e n t i a l l y p e r s o n a l i t y i s s u e s . Now S i r F r a n k McFadzean 

had made i t c l e a r t h a t he would not t a k e o v e r t h e R o l l s Royce 

C h a i r m a n s h i p w h i l s t l i n k s w i t h NEB under S i r L e s l i e Murphy's 

C h a i r m a n s h i p r e m a i n e d , t h e r e were s t i l  l s e v e r a l o p t i o n s . 

R o l l s Royce c o u l d be t a k e n out of t h e NEB, as jproposed, o r 

ways might be found o f p e r s u a d i n g t h e p r e s e n t NEB C h a i rman 

t o l e a v e t h e o r g a n i s a t i o n , w h i c h might make i t p o s s i b l e f o r 

R o l l s Royce and NEB t o c o n t i n u e t o work t o g e t h e r . P r e c i p i t a t e 

d e c i s i o n s s h o u l d be a v o i d e d . I t would o b v i o u s l y be h e l p f u l t o 

k e e p i n t o u c h w i t h Mr. Murray. I t was i m p o r t a n t t o f i n d t h e 

a p p r o a c h w h i c h would a v o i d t h e r i s k o f u n i o n w i t h d r a w a l from 

t h e NEB and p o s s i b l y from o t h e r o r g a n i s a t i o n s . ' Mr. P r i o r 

s h o u l d s p e a k t o Mr. Murray e a r l y today p a v i n g t h e way f o r a 

m e e t i n g of t h e C h a n c e l l o r o f t h e E x c h e q u e r and t h e S e c r e t a r y o f 

S t a t e f o r I n d u s t r y w i t h Mr. Murray. I t would be p r e f e r a b l e t o make 

t h i s one w i t h Mr. Murray a l o n e . M i n i s t e r s s h o u l d a l s o p u r s u e 

c o n t a c t s w i t h i n d i v i d u a l members of t h e NEB t o s e e k ways of 

a v o i d i n g mass r e s i g n a t i o n . I t would be n e c e s s a r y f o r M i n i s t e r s 

to be i n t o u c h a g a i n b e f o r e f i n a l d e c i s i o n s were r e a c h e d . 


I am s e n d i n g c o p i e s o f t h i s l e t t e r t o M a r t i n H a l l (HM T r e a s u r y ) , 

I a n F a i r ( Department of Employment), t h e P r i v a t e S e c r e t a r i e s t o 

members o f MISC 22 and to M a r t i n V i l e ( C a o i n e t O f f i c e ) . 


M. A. P A T T I S O N 

I a n E l l i s o n , E s q . , 

Department o f I n d u s t r y 
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PRIME MINISTER 


R o l l s Royce and the NEB 


S i r K e i t h Joseph would l i k e to s e e you about t h i s t o n i g h t . 


As you know, S i r K e i t h saw the NEB Board y e s t e r d a y and t o l d 

them of the Government's i n t e n t i o n to t a k e R o l l s Royce out of the 

NEB's r e s p o n s i b i l i t y . They s a i d they would r e s i g n i f t h i s 

d e c i s i o n was not r e c o n s i d e r e d . They p r e s s e d S i r K e i t h to con­

s i d e r a compromise s o l u t i o n : t h i s would be t h a t two NEB Board 

members would j o i n the R o l l s Royce Board, Frank McFadzean would 

j o i n the NEB Board, and L e s l i e Murphy would u n d e r t a k e to s t a n d 

back from o v e r s e e i n g the company. 


S i r K e i t h ' s Permanent S e c r e t a r y saw F r a n k McFadzean today, 

and i t seems t h a t the "compromise s o l u t i o n " i s a n o n - s t a r t e r . 

McFadzean i s not p r e p a r e d to go a l o n g w i t h i t and s a y s t h a t 

Murphy s h o u l d be a l l o w e d to r e s i g n . He has s u g g e s t e d t h a t he 

h i m s e l f s h o u l d become Chairman of t h e NEB u n t i l the I n d u s t r y 

B i l l i s p a s s e d and R o l l s Royce can be ta k e n out of the NEB's 

r e s p o n s i b i l i t y , and t h a t S i r Kenneth K e i t h s h o u l d s t a y on u n t i l 

t h a t time - i . e . March next y e a r . D u r i n g t h i s time, McFadzean 

would f a m i l i a r i s e h i m s e l f w i t h the R o l l s Royce o p e r a t i o n and 

r e c r u i t a management team. He a l s o has i n mind a p o s s i b l e 

c o n s u l t a n c y arrangement w i t h B o e i n g as a s u b s t i t u t e f o r t h e GEC 

c o n s u l t a n c y which we were t h i n k i n g o f . He would then t a k e o v e r 

the C h a i r m a n s h i p of R o l l s Royce from Kenneth K e i t h , and 

r e l i n q u i s h the C h a i r m a n s h i p of the NEB. 


An a l t e r n a t i v e would be f o r L e s l i e Murphy to r e s i g n a l o n g 

w i t h h i s Board, and f o r Frank McFadzean to take o v e r R o l l s Royce 

on 1 J a n u a r y as s u g g e s t e d e a r l i e r . A new Chairman (someone o t h e r 

than McFadzean) would be a p p o i n t e d s i m u l t a n e o u s l y to the NEB. 

However, I u n d e r s t a n d t h a t McFadzean and K e i t h have t a l k e d and 

would r e g a r d t h i s s o l u t i o n as u n a c c e p t a b l e - beca u s e , i n t h e s e 

c i r c u m s t a n c e s , K e i t h ' s r e t i r e m e n t would look l i k e a v i c t o r y f o r 

the NEB. 




I
 u n d e r s t a n d t h a t S i r K e i t h J oseph wants your agreement 


to t h i s approach. However, Mr. P r i o r i s w o r r i e d . Len Murray 


has been i n touch w i t h mr today and has s a i d t h a t i f R o l l s 


Royce i s t a k e n out of t h e NEB, the t r a d e u n i o n s w i l l c a u s e 


t r o u b l e - and, i n p a r t i c u l a r , they w i l l r e t a l i a t e by w i t h ­


drawing t h e i r membership of s u c h t h i n g s as the NEDC. 


However, i t i s c l e a r t h a t McFadzean w i l l not work under the 


NEB and t h e r e f o r e I cannot s e e how we can meet Murray's 


o b j e c t i o n s . Mr. P r i o r w i l l j u s t heve to mollify Murray somehow ­
i t would be v e r y damaging i f the t r a d e u n i o n s d i d p u l l out of NEDC 

i n my o p i n i o n . 


Mr. P r i o r has asked i f he can j o i n your m e e t i n g w i t h 


S i r K e i t h Joseph. 


8 November 1979 
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