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ENTERPRISE Z o .

previous Reference: E(79) 13th Meeting, Ttem 3
The Committee considered a memorandum by the Chancellor of the Exchequer (E(79) 85)

o ’
naking detailed proposals on the measures to be applied in Enterprise Zones, the
’

choice of sites and further action. The Committee also haq before them a

letter dated 17 December 1979 from the Secretary of State for the Environment
to the Chancellor of the Exchequer about re-rating and planning and other
controls, and a letter dated 18 December 1979 from the Chancellor of the

Duchy of Lancaster to the Chancellor of the Exchequer about legislative aspects.

THE CHANCELLOR OF THE EXCHEQUER said that at their previous discussion

(E(79) 13th Meeting, Item 3), the Committee had expressed strong support for the
concept of Enterprise Zones, but had asked him to arrange for the members of the
Ministerial Steering Group on Government Strategy (MISC 14), together with

certain other Ministers, to consider the proposals in more detail. He had now

done this. He proposed a package of six measures, described in paragraph 3 of

his paper. In addition, local authorities and statutory bodies could do a lot to
help the development of new businesses in Enterprise Zones by sympathetic
administration of statutory regulations. On planning, there might be scope for the
use of Special Development Orders to get the procedures speeded up. As to choice
of sites, it would be necessary to consult the relevant local authorities

before making a final decision. Paragraph 6 of his paper gave a list of

SiX sites about which he proposed that consultations should be opened as soon

23 the Government had made a policy announcement, together with a reserve

list of Séven sites from which he recommended that he and the Secretary of State
for the Environment should pick sites for consultation if and when any of

e sites on the first list had to be dropped. The aim would be to end up

With about half 5 dozen sites well spread across the country and across different
Ypes o¢ Site. As to legislation, it was desirable to legislate this session if
Possip],, The provisions about capital allowances and exemption from Development

*d Tax (DLT) could go into the 1980 Finance Bill. The obvious vehicle for the

oth . ]
*T Provisjonsg requiring legislation vas the Local Government Planning and

Lan i . s
: b, but in view of the Cabinet's decision on 13 December that this Bill

shy,

rould > shortened, the addition of clauses to it would need to be agreed by the
U, i . )

t > Wnder tne Home Secretary which would be considering the Bill. Subject

5 that, ag s proposals

t.
Teement, he proposed that he should announce the Governmen

1
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document at Annex B to E(79) 85, and that he shou g th
ey

and issue the policy 1
‘ ultatj
1ons vi

nsibility for further action,
r of State for the Environp
to the Secretary et

including the consg
hand over Trespo

Jties
the local authorities, B Y Gy o ,
o his proposals for financial incentives, it woulg

gn and Commonwealth Secretary to consult the EEC

Consul tations could begin on
an

the Committee agreed t
necessary for the Forel

ible.
Commission about them as soon as poss

informal basis before the policy announcement was made.

The Committee then discussed each of the proposals in turn,

a. Capital allowances for buildings and exemption from DLT. The inclugj,

of these items in the package was agreed. It was suggested that the

time limit should be increased to seven years. But restriction to thres

years might be better, at least for the DLT exemption, in order to discomg.

land hoarding.

b. De-rating. Industrial and commercial premises in Enterprise Zones shul
make some contribution to the costs of services such as street lighting ai
refuse collection. Complete de-rating might therefore be inappropriate,
though a rate reduction of perhaps half or two—thirds might serve. It
was agreed that this rate reduction should be applied to all industrial
and commercial premises in Enterprise Zones, not just new or newly-
occupied premises, and that it should be given for a period of seven year
The local authorities concerned should be compensated for their loss

of rate income by 100 per cent specific grant within the total available

nationally for Rate Support Grant.

¢. Exemption from industrial development certificate controls

exemption from the industrial training levy, and exemption for employe”®
from all but the bare minimum of Government statistical surveys: 4 ool
was agreed that these three measures should be included in the paclfﬂfe
should not be subject to a time 1imit. Exemption from the industr®

training levy would require primary legislation.

- CONFIDENTIAL

CONFIDENTIAL

i Administration of statutory regulations
) g ons, The reference in the draft

policy document to sympathetic administratj
2 on
in Enterprise Zones was unfortunate since it g

regulations were administered tnsympathetically elseyh I
J ere, t
should also be made clear that standards i
affectmg public h
ealth and

would not be disregarded in Enterprise Zones safety

In the case of planning
to rely on local authority

possibly through the uge of Special
Development Orders, to ensure that planning decisions we
re

controls, it would be desirable not merely
goodwill but to have a provision,
4 given quickly.,
But this would not avoid the need for loca] authority co-operati q ¢

= on,

since a local authority which was determined to frustrate the operati
ation

of an Enterprise Zone could do so by delaying necessary approvals
and other regulations.

e. Choice of sites. It would be necessary to consult the relevant

local authorities before making a final choice of sites, and the
consultations could not start until a policy announcement had been made.
But too many of the sites on the first list in E(79) 85 had very poor
prospects. At this stage, it would be better to choose sites which

had more encouraging prospects of revival, while still meeting the criteria
of physical or economic decay. If the Enterprise Zone concept succeeded
on these more encouraging sites, it might later be successfully applied

to the most difficult ones. On this basis some of the sites in the reserve
list, for example Bilston and Preston Docks might be considered for
Promotion to the first list, which should also include Northern Ireland
site and 4 site in the South West but not green field sites such as the
I_;°1t°“! Tyneside site. In any case once an announcement had been made

't was to be expected that a number of sites would be suggested by local

au ‘e . : .
althorjitjeg, The question of sites required further consideration.

£,
to the inclusion of the necessary clauses in the Local Government Planning
and Lapq Bill, although this would conflict with their main task of

neking the Bill shorter.
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ssion, said that the Committ,
ee agy,
eeq

THE PRIME MINISTER, cumming up the discu

that the package of :
i rtificate c - .
rom industrial development certificate controls, exemption trq

Tt to be applied in Enterprise Zones shoulg Congj
St o
The Committee —

of: exemption f

the industrial training levy, and exemption for employers from all byt g
5 ! &3 an g,
ithout limit of time; partial de-rat j

~ratiy

1. Took note, with approval, of +

: » : he Pri e
summing up of their discussion, Time Minister'g

of Government statistical surveys all wi
of all industrial and commercial premises 1n Ent

erprise Zones for a Periog of

of gy

ent of both industrial
y 1 and Comn,

eTejy

2, Invited the Chancellor of the Exchequer

Commonweal th Secretary to proceed accordi land the Foreign and
ng

al allowances of a least 75 per ¢
Y.

years; capit:
buildings and exemption from Dev elopment Land Tax; and a measure to ensupe "
speedy processing of planning applications.

ould agree the percentage to be applied with the Secretaries of State

On de-rating, the Chancellor of th
e

Exchequer sh

for the Environment,
and the local authorities concerned should be compensated by 100 per cent speciti

Scotland, Wales and NorthernIreland, subject to her e 1

grant within the total available nationally for Rate Support Grant. The
Chancellor of the Exchequer should decide the rate at which the capital allowane:
would apply and the length of time for which capital allowances and DLT exemptin
would apply, and should agree the details of the measure relating to planning
applications with the Secretary of State for the Environment. As to choice of siu
the Committee invited the Chancellor of the Exchequer to arrange for officials
to put forward further proposals in the light of their discussion, which he shoult
than discuss with the Secretaries of State for Industry, Employment and the
Environment, together with the Secretaries of State for Scotland, Wales and
Northern Ireland as appropriate. The Committee considered that the necessary
legislation should be included in this session's programme if possible and had
noted that the Group under the Home Secretary would try to give favourable
consideration to the inclusion of the relevant clauses in the Local Governmen’®
Planning and Land Bill. The draft policy document at Annex B to E(79) 8 would
need to be revised in the light of the Committee's discussion and in ParticuwA
the reference to sympathetic administration of certain statutory controls shou’
be reconsidered. The Chancellor of the Exchequer should in due cours
Proposals to the Committee for clearance in correspondence’on the pT
planning procedures and the choice of sites, together with a revised Ver

the draft policy document and his proposals for announcing the Gove

o circuld®
r

oﬂsions fo

gion o

mmeut's
ge for

policy decisions. The Foreign and Commonwealth Secretary should arral "
aspe¢

informal consultations with the EEC Commission about the financial
of the proposals to be opened without delay.

4
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JREATENED STEEL STRIKE

Commi ttee had before them
The CO

a minute dateq 17 December from the Secretary
¢ state for Industry to the P
¢ S

rime Minister about possible industrial
tion in the steel industry,
ac

[ SECRETARY OF ST ATE FOR INDUSTRY saig that his note Tecommended that the

Government should take no further action in the dispute, The British

steel Corporation had made their own plans, yithin the limits of the finance
vhich the Government was prepared to make available, both to Teduce capacity

in the industry and to reach a new pPay settlement, The Government should

take no direct part in these negotiations,

THE SECRETARY OF STATE FOR EMPLOYMENT said that negotiations were ¢

and that he was in touch informally with the parties concerned,

ontinuing,
A low pay

settlement in the steel indust ry would help to reduce the pressure of wage

demands in the economy generally,

THE PRIME MINISTER, summing up a brief discussion, said that the Committee
%reed that the British Steel Corporation should be left to negotiate with
the Unions, within the financial limits laid down by the Government, which

should not phe seen to intervene in any way.

The Committee

Took Note,

6
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BRITISH LEYLAND

The Committee considered a paper by the Secretary of Stats foy

: Industry E(79) &6,
Their discussion and conclusions reached are recorded separatel 4

Cabinet 0ffice longth of the BLIL

Rerhle 458 ¢
21 December 1979 ! secuplsg it tkis
: tivm of the posber of
1yat pregoted -I4¢ bhow .
reinl pravisioans. Legisletiol .
surthers o, 1 do pog think .
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Duchy of Lapcaster

Chaneellor of the 18 December 1979

L ﬁﬂa kA
W M,
S

ENTERPRISE ZONE

I am sorry that I sl?all not be able to attend the E
committee's discussion on enterprise zones on 19 December.
While I do not wish to comment on the policy of what is
proposed, I would like to comment on the proposal to
include some of the necessary statutory Provisions in

the Local Government, Planning and Land Bill.

Paragraph 10 of your paper (E(79) 85) recognises the
problem. I would like to stress that we are going to

have extreme difficulty in getting the Local Government .
Bill through the House. The Chief Whip and I will be
urging oyr colleagues to reduce the length of the Bill
substantially so as to make it more manageable and to

give us some reasonable prospect of securing it this
session. But it is not Jjust a question of the number of
clauses. Since the Bill was first proposed it has

dcquired a number of controversial provisions. Legislation
on enterprise zones would be a further one. I do not think
the Bill would be able to bear the weight. The Home
Secretary 's group will have to look at this further, but
for the present I hope E Committee will not assume that

the hecessary statutory provisions can be got through in
the Locay Government Bill this session.

I cannot bretend that there is any greater prospect for
Separate legislation this session - I can see no spare
tapacity jp the programme at the moment. The only answer
Buvigo S 1Ation is essential this session, may be for the
m-]lr(.)"“’ent Secretary and other colleagues to balance the
Priorities for the Local Government Bill between enterprise

2 4 . .
ai’:es and some of the other controversial provisions
€ady in the Bi1],

Despite = i authority

. hese res ions, I am prepared to give

°§r tunsel to beeli‘r‘;::;f:cted to d?aft the necessary clagisze

L ¥ ?r?rise zones if the policy is agreed by the Comm;er- <

standglvlng this drafting authority, however, on theiunthe

L°Callng that the provisions can only be in1':roduced i:

SatigpioyCIMment Bill if the Home Secretary's Group e
‘ed that the difficulties I envisage can be overcome.

Contd...
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ing this letter to the Prime Minis (
e eopy e Committee, the Lord Chancellor, the Secretaries
pembers Ofol' Scotland, Wales and Northern Ireland, the
of gtate of Transport, the Chief Whip, and to First
"inif::;;ntary Counsel and Sir Robert Armstrong,
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)
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LONDON sSwir 311

| My ref:

CABINET OFfcg 4 4 Besruh Your ref:

A T2 LR a5 Deseta o
mr-ag

* < INSTRUCTIONS

| )

o dis?ug;_s(}. %?r.fll;le geasuresT in Interprise Zones at last
ceek'e meeting of Mi5C 14, I was asked Lo let you hsve some notec
* on 780G, x_?lenmz_lg applications, building repulztions and private
rented housing. I hgpe the attachg:d Anneyes are sel‘f—explanstorv,
wt there sre two points I would like to mention. &

Rsting, the other fiscal concessions, and the plenning relaxatione,
ougat to be time-limited. At MISC 44, 3 yesrs was suprested for Sie
fiecal concessions. I think this would be too limited in time o

give BZs a2 chance. A longer time span would be perticulerly iz.ctsnt
if the reting concession is to make 2 significant impzct on deve.oners’
celeulaticns of prefitebility. Ané investors. and developers wonlé

need to feel that the gradusl rise to prespers of the EZ srez is
likely to be reezsonegbly assuredwower a period of at least 10 yesrs.
We shzll have to be able to create anm expectation and confidence in
the continuing development of esch EZ.  So I thimk we should not
unduly limit the time span of sny of the EZ concessions.

I bave thought hard about rent dereg
is thet ve should not pursue this

be likely to prompt political re%a £
our scheme for new-build for rent - f

! en conying thic letter snd the Annexes to
and Sir Robert Armstrong. f
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It ves goreed &t MISC 14 thet the Ge~reting of

g ZONES @ RATING

o
e I

indusiriel ang conmereisl propertios

ghould be pert of the measures. Three issves renains

(1)

(11)

(111)

Score focr conzession

Should it be restricted to ney developr-aut, extensicns, ivprovemsntz?

Or to new enlerprises, firzg? Regirictions of either kind woulg
be extrezsly difficult to meks veter~tight in lep end would elmost
certeirly lead to litigetion, Such restriotions mizht elso be seen

as unfeir to business retepayers elready €stablished in the Erea,

Dureticn of the concession

D2=reting meeng thst developers will be ghle to esk higher iniiiel

rents froc occupiers, or if they ere the occupiers themselves will

enjoy & higher rate of rsturn directly. But in either case they

cannot celeculate the rate of return om their investwent unless they

know the minimum nuuber of yeers the rete concession will lest.

To give a resson=zble encoursgenent, end to give an essurence that
subsequsrnt expensions end improvemsnts mey elso benefit, it would |
be edviceble to announce a fairly generous term of years, perhaps |!|
10 years.

Yhere the cost fells

Very rough initiel estimates W‘M
cost £2- £4m a yeer each mlﬁg‘ﬁj‘%ﬂ‘,
be reluctent to co~cperate f
to provide 100% reizburseme:
would be & public sector
foung from PESC pro
&ecount 4n determining
€rant each yegr.



(b) @e-rating should be ff:r 10 yeers;

(c) authorities should be reimbursed 1007 by specific grant,

These provisions would require legislation, 4 g1y on these lines would be
" gimple to drew up, but cor

plex if the de-reting were o be confined {0 certein
types of dsvelopmant or business,

1D | doc

lu(n['\ﬁ .

o

ving, ®r vrewtile
i Ny e . .,
%
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greval dradrtd rjun;bonl. o
Flshoing ,p':rniuj,s:x.ilir
R

[l o
) “I'*Jm;“"._,

|



Ny |3 o W S -

Eatercrise Zones:

Yt Rt

200 of Fermissions

L
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i = for in g i s
spprovel 1: for the planning eng building

i;tuldhlon anT e : ?’L"”‘ ,-‘m.. ‘:lz.mnjng contrel playvs an
important on !.?ﬂ.]ng the location of rolluting ang
hgzar‘dous 210 1n BCKE CcHs4s cundi tions Tay bs imyosed
4 reduce the izract (e.g. in relation to noise). Detsiled

s are exercised under serarste vovers, some of

cecnsent. Building regulaticns are used as
n prescriptive remirements relating 1o fire,

pollution eonird
shich recuirs
¢« mechanism By -
.smetv sand heall

a3 well as constrmciionszl stzndzrds, are

erforced. S;‘cs::;.zer:i occupation and uss of a building may be
suwject to certificsiion - e.g. fire avthority approval for

certain useg; or mey be governed by reguirements under the Hesith

end Sefety ai “orx Act or Public Health Acts, relating, for examrle,

to the installsticn of machinery or to psrticular Irocesses - in meny
tases these are not subject to prior siproval or certification. Zhe
attached note sumzarises the position. Planning vermission can slso
% given by srecisl development o rders. These;,aze\ fairly rare., They
re subject to the nepative resolution rrocedure.

-
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(jii) an officer designateq by the authority wi
:i7ority to hangie arrlications @

jor
né building regulation TErpission, On
r=cts, particulsriy those cone: erning
itn and ‘o;latmn, he would seek 1o
ensuyre thet thc aprlicetionsen exre dezdtingtin b ’

+re relevant ciatutory bosies oy ofTinnvn

This officer's role would be an expreseionp £

esSEeE2

the autherity's commitmeni, not = Sa §ee 3 nmes

g
resuire Fa

i
Tapse £iav,
i ey bt b

Primsry lerislation would be needed to designate
the ZZ boundary (within which fiscsl or oiher cor-

cessions wouldspplyl.  There would Be & choice - f;:':m.
between procseding by specisl dsvelpwment order.

under existing legislfion or legislsting for 2 new
form of cev=10"ment orde‘r (which negé na»t be mgg@“h

prov1ded) giving foree t.o ths basic gxlaa des ribe
above. It is for consideration whetner the le
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ing control ~ 4pprovel required from local 3
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ing regulations - Approval required from locel &
Building (district council) i

jcable to some development proposals

hppl

4ir pollution control — Scheduled vrocessesn - subject to requirement that
"best practicable meens" are used to abate pollution -
administered by Alkali Imspectorate,

- Other processes - subject to agreement of local
avthority (district council) to height of chiz=aeys
and installation of grit and dust arrestment equipzent,
Additional approval needed for "offensive trades”
under Public Eealth Acts,

R S r‘iv‘_ .
; Neoferntzol syatemlother e

Yoise ~ Preferipbivexeontyvis edminteiered -

plannirg «ysiex except in noise sbatement zones,

Y

F BLRS d e Setors Ahal &

¥ater pollution control - Services - RWA sets conditions on composition of -
: discharges ; @

i v Lol I deaft Turl lassctary

- Rivers, etc - RWA ¢ -

conditions on comp

Stats fop l.mlh (e m;

CO

Fire Precautions

Bealth ang Safety at Work
eneut of

e -
Mt \

e "Nt i .

gy iy thadl




i

OCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S

11s D GOVERNMENT

COPY NO 20

CABINET

MINISTERIAL COMMITTEE ON ECONOMIC STRATEGY

LIMITED CTRCULATION ANNEX
E(79) 20TH MEETING, MINUTE 3
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SECRET

3. FUTURE OF BRITISH LEYLAND
Previous reference E(79) 18th Meeting

The Committee considered a note by the Secretary of State for Industry

(E(79) 86), reporting the outcome of discussions with the Chairman of the
Vational Enterprise Board (NEB) and the Board of British Leyland (BL),
about the BL 1980 Corporate Plan. The Committee also had before them a
Dinute dated 14 December from the Secretary of State for Industry to the
Prime Minister on the same subject; and a revised draft Parliamentary
Statement, circulated under cover of a letter dated 19 December from the
Private Secretary to the Secretary of State for Industry to the Private
Secretary to the Chancellor of the Exchequer.

o3 FRIME m:NISTER, summing up a discussion, said the Committee agreed that
% coulg be funded to the end of the financial year 1980/81 as they had
Tequesteq, The timing and form of funding during the period should be agreed
Secretary of State for Industry and the Chancellor of the

In arriving at this decision the Committee had been considerably
bY the statement of the BL Board dated 14 December (Annex A to

™ which they outlined the circumstances in which they would

e0d to the NEB and the Government that the plan should be abnndoned..
e important for the Board to provide a publishable version of this

betweeu the
fkchequ”.
iﬂfluenm d
%) s6) 4
TeCong
It Wou

Statop,
en s . 3 uld be clearly
t out) ining their intentions in language which co

der 3 the
Stooq, Subject to clearance by the Cabinet on the following day,

1
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P—r

r Industry was authorise
This should be confined essentially tq 4
retitﬂ]

d to.make & statement aboyg,

Secretary of state fo
the Government's decision.
<: namely that
e conditions which would lea

and that the Government had acceded to theip 5
€queg;

BL Board had asked for funds for
of the fact o one yeaap,
had d ribed th d them to recommend the
ad desc

abandonment of the Planj
anding it had of t

jection to BL signing their pro

he Board's intentions. On this basig th
ere

on the underst
posed collaboration dea] with

would be no ob
Honda. The Committee also noted the intention
contingency planning in consultation with the Secretary of State

of the BL Board to carry o
ut

necessary
for Industry.

The Committee =
1. Took note, with approval, of the suzning up of their discussion
by the Prime Minister.
2 Agreed that funding for the British Leyland plan should be providel
to the Fnd of the financial year 1980/81, with detailed funding

t5 being subject to agreement between the Secretary of State

arrangemen
for Industry and the Chancellor of the Exchequer.

circulate a revisel

5. Invited the Secretary of State for Industry to .
Members of the Cabi

version of his proposed Parliamentary statement to
for consideration and approval.

Cabinet Office

21 December 1979
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FRITISH LEYLAND g
Previous reference E(79) 18th Meeting

The Commi i

i Bgsfeje:::j::refi‘a.note by the Secretary of State for Industry

i EnterpriS; : tu: u:'tcu;..e of discussions with the Chairman of the

S ,t,oar (TIZ‘?) and the Board of ®ritish Leyland (BL),

o ,a er.1 for the future funding of BL. The Committee also

p g mlnui.:e dated 17 December from the Secretary of State
1e Prime Minister.

THE SECRp

the majn issues, in g 0 Dec?mber about the future of BL, he had reviewed

the Chjeg Secre-;ary °:"J“n0t10n \:!ith the Secretary of State for Trade and

M the Boarq of BL, ;‘.easury' with the Chairman of the NEB (Sir Arthur Knight)

for the NEB o pmv.' ir Arthur Knight had said it would not be possible

The gy, Boarq had ; 1‘.1@ a responsible assessment in less than two months.
indicated that the proposed level of funding was almost

Cep i
tain]y the minjmun 1

h
Wever The Board were,

evel needed to implement the plan.

! Very'o |
furghq,, stat onscious of the high risks involved, and they had prepared a
eme g
% Gongi nt, which was attached to E(79) 86. This said that if the
ered
¢ plan
to the

n j that shortfalls in performance placed the achievement of
eo
B Pardy, then the Board would have no hesitation in recommending
th
2 Go‘fern.ment that the plan should be abandoned. Events

[secreT]
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hich would be critical to such a conclusjon were major disruption by
-

¢rike action, significant shortfall on the company's cash flow objectives
.

4 failure to deliver the plan in any significant aspect
an .

- .rd had not made any distinction in theip statement betyee
Boa

Further, the
n abandonment
of the plan being caused by internal or external factors, In addition,

the Board had volunteered, without prompting, that if funding for an

extra year was provided now, it would arrange on a highly confidential
pasis to put in hand contingency planning against the possibility that the
plan had to be withdrawn. Sir Michael Edwardes Was not prepared to remain
with BL on a full-time basis beyond the end of next year., This was in line
with indications he had given earlier. But he would be prepared, if
necessary, to remain with the Board for a further period of twelve months
on a part-time non-executive basis., The situation was becoming urgent, and
in his view a statement announcing the Government's support for the plan
and for the provision of necessary funding should be made before the
Parliamentary recess. The exact timing and method by which funds should be
made available would be agreed separately with the Chancellor of the

Exchequer,
In discussion the following points were made -

a. Although BL were formally only seeking a commitment from the
Government on funding for one year there was a danger that they

¥ould interpret this as approval for the five-year plan as a whole.
This could pe important in relation to their proposed deal with Honda.
0n the other hand, BL had only asked for a commitment of funds for
SHeyear. | Since i would be open to the Government to refuse further
funding after that period, it made little difference in financial
terms whether the Government gave explicit approval to the plan as a
whole o not,

LI was helpful that the BL Board had indicated that if funding '
Were Provided now, they would arrange on a highly confidential basis
0 put iy hand contingency planning against the possibility that ::he
Plan paq to be withdrawn, There was no reason to doubt the Board
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intentions but greater clarity was needed and it would be important

that a late decision to abandon the plan and dismant]e The Company

was the genuine decision of BL rather than a forceq act by
Government., The Secretary of State for Industry in making hig
parliamentary statement should spell out clearly the Precise
conditions which would cause BL to abandon the plan and emphasise
that it was the BL Board itself which had Proposed these conditions,
The fact that abandonment of the plan would ensure whether the causes

were internal or external to the Company should also bhe made clear,

c. If the Government decided to provide additional funds for a
further year, then it was important that they should be seen publicly
to support BL's efforts to implement the plan. Equally, however, the
Parliamentary statement should not allow the implication to be drawn
that there was a high chance of success: otherwise the Government could
be accused of operating on a false prospectus if the plan had to be
abandoned. This pointed to a rather shorter statement than the present
draft,

d.  The essential argument in favour of financing the BL plan for a
further year, despite the poor prospects of success, was that the costs
°of an early collapse would be very high indeed . whereas short term
funding woulq enable the necessary slimming down process to begin in an
orderly way and could usefully enhance the value of some of the
Company's assets if they had to be disposed of later.
€+ There was g risk that if the proposed deal with Honda were signed,
3 hich
then Hongg might be able to acquire rights over the Cowley plant w :c
woulq Pre-empt other possible sales arrangements for example the sale
of the whole of BL to g single buyer. On the other hand given the
Li i i int was
ikely shortage of potential buyers, this potential constrain . ;
“°°ebtable. And the deal with Honda was essential if the confidence o
th maintained.
¢ dealer network, on which all else depended, was to be

‘

232



i PRIME MINISTER, summing up a diseussion, said the Committee agreed that

/81 as they had

riod should be agreed

 could be funded to the end of the financial Year 1980
B -

quested- The timing and form of funding during the pe
re

e the Secretary of State for Industry and the Chancellor of the

fxchequeTs cision the Committee haq been considerably
influenced by the statement of the BL Board dateq 14 December (Annex A to
E(79) 86) in which they outlined the circumstances in which they would

recommend to the NEB and the Government that the plan should be abandoned,

In arriving at this de

It would be important for the Board to provide a publishable version of this
statement outlining their intentions in language which could be clearly
understood. Subject to clearance by the Cabinet on the following day, the
Secretary of State for Industry was authorised to make a statement about

the Government's decision., This should be confined essentially to a recital
of the facts: namely that the BL Board had asked for funds for one year;

had described the conditions which would lead them to recommend the
abandonment of the Plan; and that the Government had acceded to their request
on the understanding it had of the Board's intentions. On this basis there
would be no objection to BL signing their proposed collaboration deal with
fonda, The Committee also noted the intention of the BL Board to carry out

lecessary contingency planning in consultation with the Secretary of State
for Industry,

The Committee —

L. Took note, with approval, of the summing up of their discussion
b the Prime Minister,

5. Agreeq that funding for the British Leyland pl{m Bh;::;llgibe provided
© the end of ghe financial year 1980/81, with detailed + ngf State
forangements being subject to agreement between the Secretary

for Industry ang the Chancellor of the Exchequer.

; {Sod
Fns 450 he Serotary of state o Tty fosirats & e
op ;0" °f his proposed Parliamentary statemen

‘Msideration and approval.

Care
ahmet Offi(:e

1
l)ecember 1979
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