35-38 PORTMAN SQUARE

LONDON W1H 0BN

From Sin MICHAEL EowARDES 18th March 1980

Lcowss 10

. ; (5l
The Rt. Hon. Sir Keith Joseph, Bt,MP, ! £ i ey

Secretary of State for Industry,
Ashdown House,

123 Victoria Street,

London SW1,

=

femat

On 12th March the Board considered the company's current
position and has asked me to provide you with its conclusions.
In making this review the Board has considered the Corporate
you of 19th December last year and our
ities on 16th February in which it was
rriding criterion for judging the company's
position was its ability to stay within the approved Government
funding limits.

First it seems clear that, while BL should meet the Plan on
Commercial Vehicles, it will not be able to attain the profit
objectives set for the Cars business in 1980. The bad start
irst two months of the year in terms of
pled with-tougher economic conditions than
d, is primarily responsible for this. We are,
of course, taking vigorous action to remedy, to the fullest
extent possible, the cash and other conscquences. For example,

Furthermore, we have indicated to employee representatives
that we intend to accelerate, to a significant degree, the
restructuring and redundancy elements in the recovery programme
announced in September 1979, This cannot be easy for them to
accept, but they have not in fact baulked at it.
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In addition to these actions, which are intendeq to Produce
a more efficient operating base for the Company ,
ind ry carefully the content ang timing o
capital expendi In this Iespect our objectives
are twofold:

(1) to protect the Programmes which are fundamenta] to
the future viability of the business, though thig
cannot preclude detaileq changes to the content
Or timing of such Programmes;

to ensure that, taken in

actions referred to abo

agreed cash cal] on Government during jtg 1980/81
financia] Year. We hope to confirm thig after our
March 26th Board,

On the basis of the information available to us at this time,
we have made 5 revised assessment of the likely timing of the
calls on the credit line facility of £150 million announced
in your Statement on 20th December 1979,

We anticipate that the Board will, in April or May, be requesting
that some g75 million of €quity be made available from the

facility during June., at this stage it looks as though we Will need
the £75 million, not because of a cash shortage Per se, but Tather

to avoid a forecast breach of two of the key ratios in the Medium
Term Loan dgreements,
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Your officials will be provided with details of the revised
forecast which has led us to this conclusion. Tt does, by
the way, assume minimal impact from the steel strike. It
also assumes that we succeed in implementing the substance
of our pay and working practices proposals for BL Cars. As
you will know, our discussions with the trade union General
Secretaries and JNC broke down yesterday. After 16 meetings
and with 5 months of the new pay. year already gone, we have
reached the end of the road on negotiations and intend to put
our proposals into effect unilaterally. This decision will
not be announced until towards the end of this week.

The Board has considered very carefully its position in relation
to my letter to you of 19th December 1979. Its conclusion is
that, although, as described above, the trading circumstances
will make it impossible to meet an _in fu is year,

the management of BL should press ahead with & possible vigour
and determination both to launch the new products planned for
1980 and to implement the other changes required to secure a
sound foundation for the business in the future -~ for so long

as we can stay within the agreed funding limits. The Board is
most emphatic in this view, particularly as the Mini Metro
programme is on time and is going well. I am sure you will
welcome the fact that the Board has been able to reach this
conclusion and that, as seen at present, we expect that we

will be able to keep within existing funding limits.

With respect to the question of contingency-planning, we would
like to formalise with Gavernment the procedure to be followed
in the event that it is necessary or desirable to request a
guarantee to secure the company's borrowing facilities.
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We suggest, therefore, that a procedure and action statement
be agreed between us - perhaps at official level - so that
we are all clear about the necessary steps and timing that
would need to be taken in the event that we need an umbrella
under which to put contingency plans into effect.

I am copying this letter to Sir Arthur Knight.
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