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9 th November 1979 

ROLLS ROYCE AND THE NEB 


F o l l o w i n g t h e meeting which the Prime M i n i s t e r h e l d 

l a s t n i g h t , the C h a n c e l l o r , w i t h the S e c r e t a r i e s of S t a t e 

f o r I n d u s t r y and Employment, saw the G e n e r a l S e c r e t a r y of 

the TUC a t the T r e a s u r y t h i s morning t o t a l k about R o l l s 

Royce and the NEB. 


The C h a n c e l l o r began by a s s u r i n g Mr. Murray t h a t 

M i n i s t e r s were a n x i o u s to f i n d an a c c e p t a b l e s o l u t i o n which 

would a v o i d u n f o r t u n a t e w i d e r r e p e r c u s s i o n s . The 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 s a i d t h a t he had w r i t t e n to 

S i r L e s l i e Murphy a s s u r i n g him t h a t he had i n t e n d e d no 

d i s c o u r t e s y to the NEB Board i n the n e c e s s a r i l y s h o r t n o t i c e 

they r e c e i v e d about t h e p r o p o s a l s f o r R o l l s Royce; nor i n 

r e a c h i n g t h a t d e c i s i o n had he i n t e n d e d any i m p l i e d 

c r i t i c i s m o f t h e i r p r i o r management of t h a t company. The 

s o u r c e o f the problem l a y i n the h i s t o r y of c o n s t a n t c o n f l i c t 

between the NEB Board and the Board of R o l l s Royce. He had 

no w i s h to d i s m i s s S i r Kenneth K e i t h or S i r L e s l i e Murphy, 

even i  f he had the power t o do so. I n view o f the c l a s h o f 

p e r s o n a l i t i e s , and the apparent i n t r a c t i b i l i t y o f the two 

s i d e s , he had r e a c h e d the c o n c l u s i o n t h a t the r o u t e of 

s e p a r a t i o n was the o n l y v i a b l e one. He had made i t c l e a r 

t h a t he wanted to keep th e NEB i n e x i s t e n c e , though w i t h 

d i m i n i s h e d powers. He had c e r t a i n l y not i n t e n d e d a chance 

remark about the l e n g t h y i n v o l v e m e n t of the NEB i n R o l l s 

Royce's a f f a i r s t o be t a k e n as c r i t i c i s m o f S i r L e s l i e Murphy, 

or of the o t h e r members of h i s Board. He had t o l d them of 

h i s p l a n s f o r R o l l s Royce as soon as he had been a b l e to do 

so. He hoped he had removed any m i s u n d e r s t a n d i n g on t h e 

p a r t o f S i r L e s l i e Murphy or Mr. B a s n e t t . He f a c e d t h e 

p r o s p e c t of a s i m i l a r s i t u a t i o n d e v e l o p i n g o v e r B r i t i s h 

L e y l a n d , but he hoped to a v o i d h a v i n g to t a k e t h a t company 

out of t h e NEB as w e l l . 


Mr. Murray s a i d t h a t he had not g a i n e d the i m p r e s s i o n 

t h a t Mr. B a s n e t t and the o t h e r NEB D i r e c t o r s were c o m p l a i n i n g 


/of d i f f e r e n t 
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of p e r f u n c t o r y t r e a t m e n t ; but they f e l t v e r y s t r o n g l y 
t h a t removal of R o l l s Royce from the NEB when the I n d u s t r y 
Act became law would be seen as a vote of no c o n f i d e n c e i n 
t h e i r management and, i n e f f e c t , a s l a p i n the f a c e . 
Mr. Murray was p e r s o n a l l y not i n a p o s i t i o n t o judge the 
i n t e r n a l management i s s u e s . H i s major p r e o c c u p a t i o n was 
to p r e v e n t the m a t t e r e s c a l a t i n g i n such a way t h a t TUC 
i n v o l v e m e n t i n the NEDC was t h r e a t e n e d . Mr. B a s n e t t had 
been v e r y angry. He had wanted t o p r o p o s e , a t a meeting of 
the TUC Economic Committee on Wednesday, iHth November, 
t h a t the TUC s h o u l d withdraw from the S e c t o r Working P a r t i e s 
and the l i t t l e Neddies. Mr. Murray had been v e r y w o r r i e d 
about t h i s , both because he had been d e a l i n g w i t h s i m i l a r 
r u m b l i n g s from c e r t a i n o t h e r members of the TUC G e n e r a l 
C o u n c i l and because of t r o u b l e w i t h Mr. H a r r y Urwin over 
the t h r e a t e n e d end to the H o t e l and C a t e r i n g EDC. The 
l a t t e r d i f f i c u l t y had been, he thought, s u c c e s s f u l l y 
d e f l e c t e d by d i s c u s s i o n a t Wednesday's f u l l NEDC meeting , 
but Mr. Murray was o b v i o u s l y f e a r f u l of an a l l i a n c e o f 
h o s t i l i t y towards NEDC formed by Mr. Urwin and Mr. B a s n e t t , 
which o t h e r s might seek to f o s t e r . I f the m a t t e r got 
out of hand, i t would not o n l y t h r e a t e n s e n s i b l e t r i p a r t i t e 
d i s c u s s i o n w i t h the Government and the C B I , but a l s o r i s k 
i n f e c t i n g d e v e l o p i n g c o n t a c t s between the CBI and t h e TUC. 
Mr. Murray s a i d he had a l s o spoken about the R o l l s Royce 
i s s u e w i t h S i r L e s l i e Murphy; w h i l s t Mr. Murray r e t a i n e d 
an a f f e c t i o n f o r the NEB he was more concerned to f i n d a way 
o f a v e r t i n g t h e w i d e r r e p e r c u s s i o n s he had d e s c r i b e d . He 
had t r i e d to persuade Mr. B a s n e t t to h o l d h i s hand and 
not t o r a i s e the i s s u e a t the meeting o f the Economic 
Committee. He hoped he had s u c c e e d e d . 

M i n i s t e r s endorsed Mr. Murray's w i s h to f i n d a way of 

c o o l i n g the p r e s e n t s i t u a t i o n , and of a t l e a s t a v o i d i n g 

p r e c i p i t a t e a c t i o n b e f o r e the Economic Committee met t h e 

f o l l o w i n g week. The 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 s a i d 

t h a t he was d e s p e r a t e l y a n x i o u s to a v o i d any a c t i o n which 

c o u l d a f f e c t the good name o f R o l l s Royce. Nor d i d he 

w i s h to l o s e S i r L e s l i e Murphy or t h e r e s t o f the NEB Board. 

But R o l l s Royce had to have t h e r e i n f o r c e m e n t o f new 

management which the NEB Board i t s e l f had wanted f o r some 

time. I  f the o n l y s o l u t i o n i n v o l v e d r e s i g n a t i o n o f the 

NEB Board, he s t o o d r e a d y to i n v i t e t h e i n d i v i d u a l members 

to r e - c o n s i d e r , or to i n v i t e new members t o t a k e t h e i r 

p l a c e . Mr. Murray s a i d t h a t he was c e r t a i n t h a t no t r a d e s 

union r e p r e s e n t a t i v e would a c c e p t such an i n v i t a t i o n i n 

t h o s e c i r c u m s t a n c e s . 


/Mr. Murray 


CONFIDENTIAL AND APPOINTMENTS IN CONFIDENCE 




CONFIDENTIAL AND APPOINTMENTS IN CONFIDENCE 


Mr. Murray s a i d he understood th e I n d u s t r y S e c r e t a r y ' s 

p o s i t i o n . He knew about the problem of p e r s o n a l i t i e s . 

N e v e r t h e l e s s he f e l t t h e r e must e x i s t some fo r m u l a which 

would e n a b l e r e s o l u t i o n of the c o n f l i c t i n g c o n s i d e r a t i o n s . 

The C h a n c e l l o r wondered whether a s o l u t i o n might l i e i n 

some k i n d of arrangement under which R o l l s Royce became an 

a s s o c i a t e d company of t h e NEB, w i t h r e p r e s e n t a t i o n on the 

Board f o r NEB d i r e c t o r s , o r , i f t h i s was too d i r e c t a 

r e l a t i o n s h i p , f o r d i r e c t o r s recommended by NEB. T here 

might a l s o be some c o n t i n u i n g s h a r e h o l d i n g p r e s e n c e . The 

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 s a i d t h a t the i d e a of 

p a r t - t i m e d i r e c t o r s on the R o l l s Royce Board recommended by 

the NEB c o u l d be looked a t ; but he was c l e a r t h a t 

S i r F r ank McFadzean would not a c c e p t an arrangement under 

which he was d i r e c t l y a c c o u n t a b l e i n any way to the NEB. 

S i r F r ank r e q u i r e d to be e x p l i c i t l y a s s u r e d t h a t the s i t u a t i o n 

would be s a t i s f a c t o r y once the I n d u s t r y Act came i n t o f o r c e , 

even though S i r L e s l i e Murphy would be l e a v i n g t h e NEB i n 

e i g h t months time. 


A f t e r f u r t h e r d i s c u s s i o n on t h e s e l i n e s , the 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 undertook to c o n s i d e r f u r t h e r whether, 

d e s p i t e t h e e x h a u s t i v e e x a m i n a t i o n a l r e a d y g i v e n to the 

problem, a compromise b a s i s c o u l d be found which would a l l o w 

t h e main p a r t i e s c o n c e r n e d to c o - e x i s t i n a new r e l a t i o n s h i p . 

He was under no i l l u s i o n s about the magnitude of t h e t a s k , 

and he d i d not w i s h t o r a i s e f a l s e e x p e c t a t i o n s t h a t s uch an 

outcome was p o s s i b l e . Mr. Murray s a i d he would be g l a d to 

h e l p i n w h a t e v e r way he c o u l d as an i n t e r m e d i a r y . With 

M i n i s t e r s ' agreement, he would r e p o r t t h e i r c o n v e r s a t i o n t o 

Mr. B a s n e t t , u r g i n g him to r e f l e c t f u r t h e r on the wisdom of 

e s c a l a t i n g t h e m a t t e r a t the TUC Economic Committee Meeting. 

He would a l s o urge him w i t h h i s f e l l o w NEB D i r e c t o r s to 

a d d r e s s t h e m s e l v e s to the s e a r c h f o r a f o r mula which might 

form the b a s i s f o r a s o l u t i o n . I f Mr. B a s n e t t w i s h e d t o t a l k 

to M i n i s t e r s d i r e c t h i m s e l f , he s h o u l d be a sked to c o n t a c t 

the S e c r e t a r y of S t a t e f o r Employment, who would then a r r a n g e 

f o r a meeting w i t h 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 and 

h i m s e l f or the C h a n c e l l o r . I t was c r u c i a l l y i m p o r t a n t to 

buy f u r t h e r time and t o e n s u r e t h a t no-one a c t e d p r e c i p i t a t e l y . 


The C h a n c e l l o r thanked Mr. Murray f o r g i v i n g up h i s 

time and f o r h i s o f f e r of f u r t h e r h e l p . 


I am s e n d i n g a copy of t h i s l e t t e r t o I a n E l l i s o n 

(Department of I n d u s t r y ) , and to I a n F a i r (Department of 

Employment). 


(A.M.W. BAT T I S H I L L ) 
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