
PRIME MINISTER 


B r i t i s h Leyland 


Yesterday you t o l d S i r K e i t h Joseph t h a t you were opposed 

to any statement c o n f i r m i n g the 1977 assurance, but t o l d him 

t h a t you would go a l o n g w i t h something on f u t u r e f u n d i n g so 

as t o s t o p people from g e t t i n g too e u p h o r i c i f t h e r e i s 

a "yes" v o t e . But you s a i d t h a t the l a t t e r p i e c e s h o u l d be 

r e d r a f t e d . 


S i r K e i t h has now come back p r o p o s i n g a d r a f t answer on 

both aspects. He r e p e a t s t h a t , i f t h e r e i s an ambiguous 

r e s u l t , t h e r e i s a r e a l r i s k o f a c r e d i t o r s r u n . 


John Hoskyns and David Wolfson both t h i n k t h a t a statement 

on the 1977 assurance p o i n t i s unnecessary - p a r t i c u l a r l y s i n c e 

Michael Edwardes i s c o n f i d e n t t h a t t h e r e w i l l be a "yes" 

m a j o r i t y . T h e i r view i s t h a t , i f the vote t u r n s out t o be 

"no", a statement c o u l d be put out a f t e r the b a l l o t i s announced. 

However, t h i s - i n S i r K e i t h ' s view - would look l i k e p a n i c k i n g . 

(We, on the o t h e r hand, have argued t o put out a n y t h i n g now 

looks l i k e p a n i c k i n g . ) 


The r e s u l t w i l l be known tomorrow morning. I f the answer 

were "no", the q u e s t i o n c o u l d be put down tomorrow and answered 

at 2.30 on Thursday - w i t h the announcement o f the b a l l o t a t 

3.30. ( I f t h e r e i s a overwhelming "yes" r e s u l t , BL w i l l announce 

at 11.30 on Thursday morning.) 


The second p a r t of the answer ( p a r a s . 2 and 3) i s now much b e t t e r 

i n p a r t i c u l a r , t h e r e i s now no r e f e r e n c e t o the b a l l o t . 


I suggest t h a t we say t h a t S i r K e i t h can go ahead w i t h paras. 

2 and 3 but not w i t h para. 1 ( e x c e p t i  f he w a i t s u n t i l the r e s u l t 

i s known tomorrow). I f the answer i s c o n f i n e d t o paras. 2 and 3, 

the q u e s t i o n w i l l o f course need t o be r e d r a f t e d . 


Do you agree? 
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10 Downing S t r e e t 

LONDON SW1 


My S e c r e t a r y o f S t a t e i s engaged w i t h t h e C o n s e r v a t i v e 

Backbench I n d u s t r y Committee and has asked me t o e x p l a i n h i s 

view t h a t a W r i t t e n Answer on t h e l i n e s o f t h e enclosed d r a f t 

should be made on Wednesday. 


My S e c r e t a r y of S t a t e has seen John Hoskyns' minute o f today's 

d a t e , but t h i n k s t h a t , i f t h e r e i s an ambiguous r e s u l t , t h e r e 

i s a r e a l r i s k o f a p o s s i b l e c r e d i t o r s ' r u n . S i r Michael 

Edwardes says t h a t t h e c l e a r i n g banks have qu e s t i o n e d w i t h 

him the f u t u r e p r o s p e c t s of BL w i t h i n the l a s t couple of days. 

S i r Michael has a l s o drawn our a t t e n t i o n t o t h e r i s k t h a t i  f 

we do n o t make a statement about t h e assurances t o c r e d i t o r s 

b e f o r e t h e b a l l o t r e s u l t i s announced, we might be f o r c e d t o 

make a ve r y s i m i l a r statement some t i m e i n November or December 

when c o n d i t i o n s would be much more adverse. He t h i n k s t h i s 

r i s k may even a r i s e i f t h e r e i s a s t r o n g l y f a v o u r a b l e vote 

because o f u n c e r t a i n t y about the Government's a t t i t u d e . 


We a l s o see advantage i n a prepared Statement on t h e l i n e s 

proposed because i  t would p l a c e t h e Government's p o s i t i o n f i r m l y 

on the r e c o r d and would p r o v i d e a r e f e r e n c e p o i n t f o r answering 

f u t u r e P a r l i a m e n t a r y Questions e t c . There i s always a r i s k 

t h a t , i f we have no statement on t h e r e c o r d , t h e press o r o t h e r 

commentators may m i s i n t e r p r e t any ad hoc remark which M i n i s t e r s 

might make. 


 am copy i n g 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 (Employment), Godfrey Robson ( S c o t t i s h O f f i c e ) , S t u a r t Hampson, 

( T r a d e ) , B i l l B e c k e t t (Law O f f i c e r s ' Department) and M a r t i n 

V i l e (Cabinet O f f i c e ) . 


IAN ELLISON 

P r i v a t e S e c r e t a r y 


I



REVISED DRAFT INSPIRED QUESTION AND ANSWER 


Question 


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 the o p e r a t i o n o f Para 10 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 1976 i n 
r e s p e c t of BL 

Answer 
My predecessor, the 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 26 May 1977 ( O f f i c i a l Report Col 598) t h e 
o p e r a t i o n o f 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 bo 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 
i n h e r i t e d commitment. 

I t i s f o r t h e BL Board t o decide whether o r not t o submit t o 

th e NEB 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 . 

I f t h e y s h o u l d 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 of t h e NEB 

( a f t e r the 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 the House. X 


I f t h e BL Board p u t f o r w a r d a new Corporate P l a n 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 making any d e c i s i o n upon i t  . I n 

do i n g so t h e Government w i l l t a k e f u l l account o f t h e company's 

performance and p r o s p e c t s . 




tCRETARY OF STATE FOR INDUSTRY 


BRITISH LEYLAND 


1. Michael Edwardes t o l d me l a s t n i g h t t h a t t h e p o l l was e x t r e m e l y 

heavy. A s u b s t a n t i a l "yes" m a j o r i t y t h e r e f o r e seems ex t r e m e l y l i k e l y . 


2. From t h i s i t f o l l o w s t h a t a reassurance on BL's a b i l i t y t o meet i t s 

o b l i g a t i o n s w i l l not be necessary. I n any case, t h a t can be done q u i c k l y 

enough a f t e r a "no" r e s u l t . I have never u n d e r s t o o d Dol's a n x i e t y about 

a "run on BL". I t seems u n l i k e l y t h a t a reassurance w i l l be needed a t 

a l l , l e t alone b e f o r e t h e r e s u l t o f t h e p o l l . 


3. I do f a v o u r , .however, a pre-emptive statement or r e p l y t o a PQ, 

designed t o put t h e s i g n i f i c a n c e o f a "yes" r e s u l t i n t o p e r s p e c t i v e , as 

per paragraph 2 o f my l e t t e r t o you o f 26 October. Such a pre- e m p t i v e 

statement must, a t t h e same t i m e , s t r e n g t h e n BL management's p o s i t i o n f o r 

the f o r t h c o m i n g pay n e g o t i a t i o n s and f o r t h e " r i g h t t o manage" i f BL i s , 

in t h e end, g i v e n one more chance. Thus, " o f course, we a l  l hope t h a t 

t h e r e s u l t o f t h e b a l l o t w i l l show t h e v o i c e o f shop f l o o r m o d e r a t i o n , 

t h e r e a d i n e s s o f t h e work f o r c e t o g i v e management i t s f u l l s u p p o r t i n 

t a c k l i n g i t s v e r y d i f f i c u l t t a s k . But we have t o r e c o g n i s e t h a r I t w i l l 

then be f o r t h e BL Board t o decide whether t o put f o r w a r d a new Corp o r a t e 

Plan f o r NEB's a p p r o v a l . The Government cannot g i v e any advance commit­

ment t o a Plan which has not been put t o i t , and indeed has not y e t even 

been p u t t o t h e NEB. 


4. Your Department w i l l know, by now, whether t h e BL management's 

package of c o u n t e r - p r o p o s a l s on uni o n p r a c t i c e r e a l l y i s a tough and 

s u b s t a n t i a l demand or n o t . I f i t i s , then we do not have t o worry about 

the c o n t i n g e n c y f o r which my o r i g i n a l note o f 18 September c a t e r e d ( i e t h e 

p o s s i b i l i t y t h a t Edwardes mi g h t r e f u s e t o go al o n g w i t h our n e g o t i a t i n g 

s t r a t e g y and might even l e a k , i f t h i n g s s t a r t e d g e t t i n g rough, t h a t we 

were f o r c i n g him t o t a k e a l i n e which he d i d not r e a l l y s u p p o r t ) . I f , *S 

he m a i n t a i n s , and t h e package p u r p o r t s t o show, BL management r e a l l y i s 

g o i n g f o r broke i n t a c k l i n g t h e u n i o n r o a d b l o c k , then t h e r e i s no 

d i f f i c u l t y i n t h e Government f o l l o w i n g i t s p r e f e r r e d l i n e o f s t a n d i n g 

r i g h t back from t h e n e g o t i a t i o n s so t h a t BL management's a u t h o r i t y and 

c r e d i b i l i t y are s t r e n g t h e n e d t o t h e maximum - so t h a t t h e i r chances o f 

n e g o t i a t i n g t h e package are enhanced, and t h e i r " r i g h t t o manage" t h e r e ­

a f t e r i s r e a f f i r m e d . T h i s must be t h e r i g h t approach, whatever our f i n a l 

d e c i s i o n on whether t o back BL's Corporate Plan w i t h e x t r a f i n a n c e . 




When I t a l k e d t o Edwardes l a s t n i g h t , I asked him how he expected 

^ r r i e pay n e g o t i a t i o n s t o go, whether t h e r e might be a s t r i k e e t c . He 

d i d n ' t expect one. But he s a i d t h a t , i f t h e r e was any d i f f i c u l t y , he 

would not h e s i t a t e t o go over t h e heads o f t h e shop stewards and u n i o n 

o f f i c i a l s , once a g a i n , t o t h e whole work f o r c e w i t h a b a l l o t . They know, 

and he knows t h a t t h ey know he would do t h i s , and t h i s h e l p s t o s e t t h e 

stage f o r t h e n e g o t i a t i o n s . I men t i o n t h i s because, i n d i s c u s s i o n s w i t h 

B u l l o c k and B e l l , ( a ) i  t was s t r e s s e d t h a t s t r i k e b a l l o t s would n o t be 

e n f o r c e a b l e a t BL because they c o n t r a v e n e d u n i o n r u l e books, but Edwardes 

seems a l l s e t t o o u t f l a n k t h a t p r oblem by b a l l o t i n g on t h e p r o p o s a l s from 

the o u t s e t ; and ( b ) i  t was assumed by them t h a t Edwardes would not want 

t o overwork t h e b a l l o t weapon and would t h e r e f o r e be r e l u c t a n t t o use i t 

again a f t e r t h e p r e s e n t e x e r c i s e . T h i s does not appear t o be t h e case 

and he seems ready t o use i t a g a i n almost w i t h i n days. 


JOHN HOSKYNS 

30 October 1979 
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