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As you w i l l know, BL are now b a l l o t i n g t h e i r ' w o r k f o r c e f o r 

a s t r a i g h t yes or no answer t o t h e company's p r o p o s a l s which, 

t h e y say, g i v e t h e p r o s p e c t of a v i a b l e and secure f u t u r e f o r 

t h e m a j o r i t y , a t t h e c o s t o f complete o r p a r t i a l c l o s u r e o f 

13 p l a n t s and a t l e a s t 2 5 , 0 0 0 r e d u n d a n c i e s . C o u n t i n g o f v o t e s 
by t h e E l e c t o r a l Reform S o c i e t y has a l r e a d y begun and BL w i l l 

be announcing the r e s u l t on 1 November. 

The company's p r o p o s a l s are l i k e l y t o c a l l f o r n o t merely t h e 
r e m a i n i n g £ 2 2 5 m i l l i o n c o n d i t i o n a l l y committed t o BL by our 
predecessors (and p r o v i d e d f o r i n FES f o r e c a s t s ) , b u t a l s o a 
f u r t h e r £ 2 0 0 m i l l i o n : b u t t h e y w i l l emphasise t h a t t h e e x t r a 
funds are p r i m a r i l y r e q u i r e d t o cover t h e c o s t s of t h e redundancies 
and r e o r g a n i s a t i o n needed t o s t r e a m l i n e BL t o a s i z e and shape 
a p p r o p r i a t e t o a r e a l i s t i c assessment o f i t s market p o s i t i o n and 
p r o s p e c t s . I t i s w e l l understood by S i r L e s l i e Murphy and S i r 
M i c h a e l Edwardes t h a t we are i n no way committed t o t h e p r o v i s i o n 
of any f u r t h e r f u n d s , whatever fjhe r e s u l t o f t h e b a l l o t . ~* 

I t i s n o t p o s s i b l e t o p r e j u d g e t h e r e s u l t o f t h e b a l l o t , b u t my 
guess i s t h a t M i c h a e l Edwardes w i l l g e t s t r o n g endorsement f o r 
h i s p l a n . However, he may n o t ; and i f t h e BL Board judge the 
s u p p o r t shown by t h e b a l l o t t o be i n s u f f i c i e n t , t h e y say t h e y 
w i l l n o t be s e e k i n g a p p r o v a l f o r t h e i r F l a n o r f o r f u r t h e r 
p u b l i c f u n d s . M i c h a e l Edwardes has a l r e a d y s a i d t h i s p u b l i c l y ; 
so t h a t i f , when the r e s u l t of t h e b a l l o t i s announced, i t shows 
a n y t h i n g l e s s t h a n overwhelming s u p p o r t f o r t h e company's 
p r o p o s a l s , t n e r e w i l l be widespread s p e c u l a t i o n and concern 
about t h e company's f u t u r e . Unless a c t i o n i s t a k e n t o r e a s s u r e 
them, t h e l a r g e number o f s m a l l and medium s i z e d c r e d i t o r s , 
who may be unsure 01 t h e i r l e g a l p o s i t i o n , may demand immediate 
payment o f b i l l s ; and t h e l a r g e l o a n s t o c k h o l d e r s may a l s o 
add t o t h e p r e s s u r e on t h e company. We c o u l d e a s i l y f i n d o u r s e l v e s 
i n a s i t u a t i o n i n which t h e company was f o r c e d p r e c i p i t a t e l y i n t o 
l i q u i d a t i o n i n c i r c u m s t a n c e s which would make i t i m p o s s i b l e f o r 
s e n s i b l e p l a n s t o be made f o r d e a l i n g w i t h t h e company and which 
would i n v o l v e a v e r y c o n s i d e r a b l e e x t r a c o s t t o t h e t a x p a y e r . 


/ A f t e r c o n s u l t i n g 




A f t e r c o n s u l t i n g M i c h a e l Edwardes and L e s l i e Murphy I have 

concluded t h a t i  t would be b e s t t o a n t i c i p a t e t h i s p o s s i b i l i t y , 

r a t h e r t h a n r e a c t t o i t a f t e r i t has a r i s e n , by g i v i n g an 

a p p r o p r i a t e reassurance, a f t e r t h e b a l l o t has c l o s e d and be f o r e 

t h e v r e s u l t i s announced, t h a t BL w i l l be able t o meet i t s 

o b l i g a t i o n s . A d r a f t o f what I propose t o say ( i n r e p l y t o an 

arranged PG) i s a t t a c h e d a t Annex A. 


The f i r s t paragraph i s i n t e n d e d t o p r o v i d e t h e necessary 
reassurance by r e s t a t i n g p l a i n l y what i s i n f a c t an e x i s t i n g 
commitment by t h e p r e v i o u s Government - see t h e e x t r a c t from 
Hansard f o r 26 May 1 9 7 7 a t Annex B. I am advised t h a t we have 
no c h o i c e b u t t o honour t h i s ; any o t h e r course would n o t o n l y 

p r e c i p i t a t e t h e c r i s i s I am seeking t o a v e r t , b u t might have 

w i d e r i m p l i c a t i o n s by damaging Government c r e d i t . Thus t h e r e 

i s a l r e a d y a 'de f a c t o ' guarantee of BL's o b l i g a t i o n s and my 

proposed statement adds n o t h i n g t o what I am advised i s t h e 

pre s e n t commitment. 


The purpose of t h e second paragraph o f t h e answer i s t o make 
c l e a r t h a t i n t h e event of a n e g a t i v e or ambiguous v o t e t h e 
Government i s n o t p l a c e d i n a p o s i t i o n where i t has t o make 
a s u b s t a n t i v e statement b e f o r e i  t has r e c e i v e d recommendations 
from BL and t h e NEB on what a c t i o n i s proposed. I n t h e event 
o f an ambiguous r e s u l t ( i e a m a j o r i t y i n s u f f i c i e n t f o r M i c h a e l 
Edwardes t o s t a t e i m m e d i a t e l y t h a t t h e P l a n w i l l be sent t o the 
NEB) t h e Board o f BL w i l l c o n s i d e r t h e m a t t e r a t a meeting on 
7 November. 

The f i n a l paragraph i s i n t e n d e d t o make c l e a r once ag a i n t h a t , 

however l a r g e t h e 'yes' v o t e , t h e Government have no p r i o r 

commitment t o t h e P l a n , which has not y e t been p u t t o them. 


T h i s Department i n c o n j u n c t i o n w i t h o t h e r i n t e r e s t e d Departments 
has i n hand c o n t i n g e n c y work t o assess t h e e f f e c t s o f v a r i o u s 
p o s s i b l e courses o f a c t i o n . There are a p p r o x i m a t e l y 1 5 0 , 0 0 0 
people employed by BL i n t h e UK and perhaps an equal number o f 
jo b s dependent upon them i n t h e d i r e c t or i n d i r e c t s u p p l y i n g 
i n d u s t r i e s . The u n l i k e l y e v e n t u a l i t y of a complete and permanent 
c l o s u r e o f BL c o u l d r e s u l t i n about 3 0 0 , 0 0 0 j o b l o s s e s , t h e 
m a j o r i t y i n t h e Midlands and Oxford areas. A s u b s t a n t i a l number 
of s m a l l e r s u p p l i e r s h e a v i l y dependent on BL would f i n d themselves 
i n c o n s i d e r a b l e d i f f i c u l t y and a number would p r o b a b l y go out 
o f b u s i n e s s . I t i s e s t i m a t e d t h a t complete c l o s u r e would mean 
a net l o s s t o t h e balance o f t r a d e o f around £ 2 , 2 0 0 m i l l i o n a y e a r . 
A c c o r d i n g t o t h e NEB t h e t o t a l amount o f p o t e n t i a l l i a b i l i t i e s 
t o be met out of p u b l i c funds c o u l d be o f t h e o r d e r o f £ 1 , 0 0 0 
m i l l i o n and t h e f i g u r e c o u l d be a g r e a t d e a l more. T h i s extreme 
outcome c o u l d r e s u l t ( a p a r t f r o m t h e p o s s i b i l i t y I d i s c u s s i n 
the n ext paragraph) o n l y i  f t h e w o r k f o r c e p r e v e n t t h e o r d e r l y 

/rundown o f t h e . 




rundown of t h e company and t h e d i s p e r s a l o f the v i a b l e p a r t s 

o f t h e b u s i n e s s . 


P r o v i d e d we can keep t h e s i t u a t i o n from g e t t i n g out o f c o n t r o l , 

t h i s w o r s t p o s s i b l e case should n o t a r i s e ; b u t t h i n g s c o u l d go 

out o f c o n t r o l i f e i t h e r we do n o t p r o v i d e t h e necessary 

reassurance o r we were t o make a p r e c i p i t a t e statement ( i n 

th e event o f an u n s a t i s f a c t o r y outcome t o t h e b a l l o t ) t h a t no 

f u r t h e r p u b l i c funds would i n any c i r c u m s t a n c e s be made a v a i l a b l e 

f o r BL. I hope t h a t you and o t h e r c o l l e a g u e s agree t h a t we should 

not t a k e e i t h e r s t e p . 


Our o b j e c t i v e , in t h e event o f an u n s a t i s f a c t o r y r e s u l t t o t h e 

b a l l o t l e a d i n g t o a d e c i s i o n by t h e BL Board n o t t o seek f u r t h e r 

p u b l i c f u n d s , must be t o minimize t h e r e s u l t i n g c a l l s on p u b l i c 

e x p e n d i t u r e . On t h e a d v i c e a t p r e s e n t a v a i l a b l e t o me I t h i n k 

t h i s can b e s t be done by t h e BL Board and management c o n t i n u i n g 

t o r u n t h e company on a c a r e t a k e r b a s i s w h i l s t arrangements are 

made t o dispose o f t h e v i a b l e p a r t s of The b u s i n e s s . T h i s course 

of a c t i o n would n o t i n v o l v e Government i n g r e a t e r f i n a n c i a l 

commitments t h a n a l i q u i d a t i o n and g i v e s more freedom f o r 

manoeuvre t h a n i  f a l i q u i d a t o r were a p p o i n t e d . I am advised 

t h a t t h e o p t i o n o f a p p o i n t i n g a R e c e i v e r p r e s e n t s t e c h n i c a l 

problems and t h e p o t e n t i a l advantages have n o t y e t been e s t a b l i s h e d 

I w i l l i n f o r m you and c o l l e a g u e s i m m e d i a t e l y i f t h e r e i s any 

change i n t h i s p r o v i s i o n a l assessment. 


Assuming t h a t BL are i n a p o s i t i o n t o p u t f o r w a r d t h e i r C o rporate 
Plan t h e f i r s t r e a l t e s t o f t h e w o r k f o r c e ' s commitment t o i t 
w i l l be p r o v i d e d by t h e BL Cars wage c l a i m s h o r t l y t o be 
n e g o t i a t e d . The company w i l l soon be re s p o n d i n g t o t h e 1  s u b s t a n t i a l 
c l a i m t a b l e d by t h e u n i o n s ; t h e y w i l l i n s i s t n ot o n l y on a 
modest s e t t l e m e n t b u t a l s o on an i n c e n t i v e scheme and c o n d i t i o n s 
designed t o secure g r e a t e r i n d u s t r i a l d i s c i p l i n e and improved 
performance. These n e g o t i a t i o n s w i l l t h us have an i m p o r t a n t 
b e a r i n g on t h e t i m i n g and n a t u r e o f our d e c i s i o n . 

I should be g r a t e f u l f o r r e a c t i o n s t o my proposed statement i n 

ti m e f o r t h e i n s p i r e d Q u e s t i o n t o be p u t down on Tuesday a f t e r n o o n . 

I must s t r e s s t h a t , whatever our e v e n t u a l d e c i s i o n s , t h e r e i s 

n o t h i n g t o be gained by p r e c i p i t a t e statements which commit us 

i r r e v o c a b l y b e f o r e we have s t u d i e d t h e o p t i o n s open t o us. 


 am sending c o p i e s o f t h i s l e t t e r t o t h e Prime M i n i s t e r , t h e 

S e c r e t a r i e s o f S t a t e f o r Employment, S c o t l a n d and Trade, t h e 

A t t o r n e y General, S i r John Hunt, S i r Kenneth B e r r i l l and John 

Hoskyns. 


PP KEITH JOSEPH 
(approved by t h e S e c r e t a r y of 
S t a t e and signed i n h i s iabsenc 
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ANNEX A 


DRAFT INSPIRED PARLIAMENTARY QUESTION AND ANSWER 


Q. To ask 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 whether he w i l l 
make a statement on t h e c u r r e n t BL s i t u a t i o n w i t h p a r t i c u l a r 
r e f e r e n c e t o t h e o p e r a t i o n o f Para 1 0 of t h e Schedule t o t h e 
N a t i o n a l E n t e r p r i s e Board ( G u i d e l i n e s ) D i r e c t i o n 1 9 7 6 i n 
r e s p e c t o f BL 

A My predecessor, t h e Rt Hon Member f o r C h e s t e r f i e l d , e x p l a i n e d 
t o t h e House on 2 6 May 1 9 7 7 ( O f f i c i a l Report C o l 5 9 8 ) t h e o p e r a t i o n 
of t h i s Paragraph i n r e l a t i o n t o BL. T h i s amounted t o an 
u n q u a l i f i e d assurance t h a t t h e NEB c o u l d n o t a l l o w BL t o be l e f t 
i n a p o s i t i o n where i t would n o t be a b l e t o meet i t s o b l i g a t i o n s . 

I c o n f i r m t h a t t h e p r e s e n t Government accepts t h i s p o s i t i o n . The 

pr e s e n t s i t u a t i o n i s t h a t t h e BL Board are a w a i t i n g t h e r e s u l t 

of a b a l l o t o f t h e w o r k f o r c e . I t w i l l be f o r t h e BL Board t o 

decide whether t h e r e s u l t j u s t i f i e s a r e q u e s t t o t h e NEB f o r 

a d d i t i o n a l p u b l i c f u n d s . I f i t should decide n o t t o seek f u r t h e r 

p u b l i c f u n d s , t h e Government would need t o r e c e i v e and c o n s i d e r 

t h e recommendations o f t h e NEB ( a f t e r t h e NEB have c o n s u l t e d t h e 

BL Board) about t h e f u t u r e o f t h e company b e f o r e making any 

f u r t h e r Statement t o t h e House. 


I f t h e BL Board do p u t f o r w a r d a new Corporate P l a n i n v o l v i n g 

a d d i t i o n a l p u b l i c f u n d i n g and t h e NEB recommends a p p r o v a l , t h e 

Government w i l l need t o g i v e i t t h e most c a r e f u l c o n s i d e r a t i o n 

b e f o r e r e a c h i n g d e c i s i o n s ; we cannot g i v e any advance commitment 

t o a P l a n t h a t has n o t been p u t t o us. The r e s u l t o f t h e b a l l o t 

w i l l c l e a r l y be a m a t e r i a l - bu t by no means t h e o n l y - c o n s i d e r a t i 

i n c o n s i d e r i n g whether t o commit f u r t h e r sums o f t a x p a y e r s ' money, 

we s h a l l need, l i k e t h e p r e v i o u s Government, t o t a k e f u l  l account 

of t h e company's performance and f u t u r e p r o s p e c t s . 




ANNEX B 


TEXT OF PARLIAMENTARY QUESTION AND ANSWER: 26 May 1977 
( O f f i c i a l Report Col598) 

Mr W i l l i a m W i l s o n : asked t h e S e c r e t a r y of S t a t e f o r I n d u s t r y i  f 

he w i l l make a statement on t h e o p e r a t i o n o f paragraph 10 of 

the Schedule t o t h e N a t i o n a l E n t e r p r i s e Board ( G u i d e l i n e s ) 

D i r e c t i o n 1976 i n r e s p e c t o f B r i t i s h L e y l a n d . 


Mr V a r l e y : The f i r s t sentence of t h i s paragraph, which has t h e 

f o r c e o f law, says t h a t i n d e c i d i n g on i t s p r a c t i c e i n r e l a t i o n 

t o t h e debts of i t s s u b s i d i a r i e s , t h e NEB s h a l l have r e g a r d t o 

the p r a c t i c e o f companies i n t h e p r i v a t e s e c t o r i n r e l a t i o n t o 

th e debets o f i t s s u b s i d i a r i e s . The NEB, w i t h my a p p r o v a l , has 

info r m e d B r i t i s h L eyland w i t h r e g a r d t o t h i s p r o v i s i o n t h a t i n 

i t s j u t e m e n t a company i n t h e p r i v a t e s e c t o r whose r e l a t i o n s h i p 

w i t h B r i t i s h L eyland was t h e same as t h a t o f th e NEB by v i r t u e 

b o t h of t h e s i z e o f i t s s h a r e h o l d i n g and t h e closeness of i t s 

i n v o lvement i n t h e a f f a i r s o f B r i t i s h L e y l a n d , c o u l d n o t a l l o w 

B r i t i s h L eyland t o be l e f t i n a p o s i t i o n where i t would be ab l e 

t o meet i t s o b l i g a t i o n s . 


EXTRACT FROM THE NEB GUIDELINES 


10. I n d e c i d i n g on t h e i r p r a c t i c e i n r e l a t i o n t o t h e debts of 

t h e i r s u b s i d i a r i e s , t h e NEB s h a l l have r e g a r d t o t h e p r a c t i c e o f 

companies i n t h e p r i v a t e s e c t o r i n r e l a t i o n t o t h e debts o f 

t h e i r s u b s i d i a r i e s . There w i l l be no Government guarantee t o 

the c r e d i t o r s o f a s u b s i d i a r y o f t h e NEB u n l e s s t h e Government 

have u n d e r t a k e n a s p e c i f i c commitment i n r e l a t i o n t o t h e company' 

debts. 
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