
Record of a meeting between the Prime M i n i s t e r and the Board 

of the Ford Motor Company at 1730 hours on Monday 11 June 


P r e s e n t 


Prime M i n i s t e r Mr. Henry Fo r d 
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 i r Terence B e c k e t t 
Other members of the Board 

Mr. David Wolfson of D i r e c t o r s of the Ford 
Mr. T.P. L a n k e s t e r Motor Company and of Ford 

of Europe I n c o r p o r a t e d 
(see l i s t a t t a c h e d ) 

Mr. Ford c o n g r a t u l a t e d the Prime M i n i s t e r on her E l e c t i o n 

v i c t o r y and s a i d t h a t Ford were l o o k i n g forward t o working i n 

the new b u s i n e s s environment which they were su r e would emerge 

i n B r i t a i n under the new Government. 


Welcoming the Ford Board, the Prime M i n i s t e r s a i d t h a t Ford 

of B r i t a i n had been through a very d i f f i c u l t p e r i o d l a s t Autumn; 

but i n her view, S i r Terence B e c k e t t had handled the s i t u a t i o n 

very w e l l . The p r e v i o u s Government had imposed s a n c t i o n s a g a i n s t 

Ford i n a t o t a l l y a r b i t r a r y manner w i t h o u t any s u p p o r t i n g 

l e g i s l a t i o n and w i t h o u t any p o s s i b i l i t y of appeal t o the c o u r t s . 

The Government would c e r t a i n l y t r y t o c r e a t e a b e t t e r b u s i n e s s 

environment so t h a t i n d i v i d u a l s c o u l d work more e f f e c t i v e l y and 

companies i n v e s t more. 


S i r Terence B e c k e t t s a i d t h a t the Government had both the 

m a j o r i t y i n the House and the m a j o r i t y i n the c o u n t r y t o see i t s 

p o l i c i e s implemented. Ford were c o n v i n c e d t h a t w i t h the changes 

which the Government were p r o p o s i n g , Ford c o u l d make r e a l 

p r o g r e s s i n B r i t a i n . He d i d not u n d e r e s t i m a t e the c u r r e n t 

economic problems which the Government faced - n o t a b l y the o i  l 

s i t u a t i o n and the l i k e l y down t u r n i n w o r l d t r a d e ; but the 

economic p r o s p e c t under a C o n s e r v a t i v e A d m i n i s t r a t i o n was b r i g h t e r . 

Ford were embarked on an investment programme of over £1 b i l l i o n 

i n the next f o u r y e a r s , and would c o n t i n u e t o make a s i g n i f i c a n t 

c o n t r i b u t i o n t o the b a l a n c e of payments. The Company had indeed 

s u f f e r e d i n 1978 because of the s t r i k e and poor p r o d u c t i v i t y 

but over the l a s t s i x months performance had been good. 
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S i r Terence then asked the Prime M i n i s t e r what she saw as 

the Government's s t r a t e g y f o r i n d u s t r y . The Prime M i n i s t e r 

r e p l i e d t h e r e were t h r e e main elements i n the Government's 

approach t o imp r o v i n g the UK's economic performance. F i r s t , 

i t was necessary t o a l t e r the emphasis of p o l i c y from w e a l t h 

d i s t r i b u t i o n t o we a l t h c r e a t i o n . I t was s i g n i f i c a n t t h a t 

m a n u f a c t u r i n g output was s t i l  l lower than i  t had been i n 1973. 

I t was e s s e n t i a l t o c r e a t e more i n c e n t i v e s f o r r i s k - t a k i n g and 

f o r e f f i c i e n t work, and t h i s meant r e d u c i n g t a x e s a c r o s s the 

board. Such r e d u c t i o n s would have t o be f i n a n c e d p a r t l y by 

i n c r e a s e s i n i n d i r e c t t a x e s , but t h e r e would a l s o need t o be 

a r e d u c t i o n i n the s i z e of the " n o n - p r o d u c t i v e " p u b l i c s e c t o r . 

Only i n t h i s way would the nec e s s a r y r e s o u r c e s be s w i t c h e d i n t o 

m a n u f a c t u r i n g and the r e s t of the "market" s e c t o r . A s s o c i a t e d 

w i t h these measures, the Government i n t e n d e d t o get r i d of many 

of the b u r e a u c r a t i c c o n t r o l s which were h o l d i n g i n d u s t r y back. 

For example, i  t had a l r e a d y announced the ending of p r i c e c o n t r o l s 

and t h e r e was no i n t e n t i o n t o c o n t i n u e any k i n d of r i g i d incomes 

p o l i c y . I t was a b a s i c t e n e t of the Government t h a t companies 

sh o u l d be a l l o w e d t o make t h e i r own d e c i s i o n s r a t h e r than the 

Government making them on t h e i r b e h a l f ; the p r i v a t e s e c t o r 

must ta k e r e s p o n s i b i l i t y f o r the consequences of t h e i r own 

a c t i o n s . 


Second, i t was ne c e s s a r y t o r e d r e s s the b a l a n c e of power 

between the t r a d e unions and management. The UK appeared t o 

have problems on the t r a d e union f r o n t which o t h e r c o u n t r i e s 

d i d not have. Our t r a d e unions were too p o w e r f u l and c a r r i e d 

too l i t t l e r e s p o n s i b i l i t y f o r t h e i r a c t i o n s . The laws g o v e r n i n g 

t r a d e union a c t i v i t y would need t o be changed, butitwould be 

necessary t o move s l o w l y t o a v o i d unnecessary c o n f r o n t a t i o n . 

The Government intended i n i t i a l l y t o l e g i s l a t e on the i s s u e s o f 

secondary p i c k e t i n g , t h e c l o s e d shop and s e c r e t b a l l o t s . 


T h i r d , i t had t o be made c l e a r t h a t the Government on i t s 

own c o u l d not improve the c o u n t r y ' s economic performance, nor 
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c o u l d i t take over r e s p o n s i b i l i t y f o r d e a l i n g w i t h a l l and 

every problem t h a t i n d u s t r y and the community fa c e d . People 

appeared t o be b e g i n n i n g t o understand t h i s , but t h e r e were 

s t i l  l f a r too many who b e l i e v e d t h a t the Government c o u l d 

and s h o u l d s t e p i n t o d e a l w i t h every problem. The Prime 

M i n i s t e r c i t e d the c u r r e n t o i l s i t u a t i o n where p o l i t i c i a n s 

and newspapers were demanding t h a t the Government s h o u l d 

i n t e r v e n e and a l l o c a t e the e x i s t i n g o i l s u p p l i e s - whereas, 

i n p r a c t i c e , t h i s would o n l y mean i n e f f i c i e n c y and bureaucracy. 

Only i  f the o i  l s h o r t a g e became very much g r e a t e r would 

Government i n t e r v e n t i o n be j u s t i f i e d . Another example 

was the demands of i n d u s t r y f o r s u b s i d i e s when they got 

i n t o t r o u b l e . T h i s tendency must be r e v e r s e d . Job c r e a t i o n 

over a n y t h i n g but the s h o r t term would o n l y come i  f i n d u s t r y 

made p r o f i t s ; and i n her view, s m a l l b u s i n e s s e s would have 

to p l a y a major p a r t . There was so much over-manning i n 

many l a r g e r companies t h a t they would have t o c o n c e n t r a t e 

on improved p r o d u c t i v i t y r a t h e r than p r o v i d i n g e x t r a j o b s . 


S i r Terence B e c k e t t agreed t h a t over-manning was a major 

problem at F o r d . He a t t r i b u t e d d i f f i c u l t i e s i n e l i m i n a t i n g 

i t p a r t l y to h i g h r a t e s of income t a x which made employees 

u n w i l l i n g t o work o v e r t i m e , and p a r t l y t o union i n t r a n s i g e n c e . 

However, some of the F o r d p l a n t s had an e x c e l l e n t t r a c k r e c o r d 
f o r example t h e i r t r u c k p l a n t at Langley. But t h e r e had 

a l s o been a marked improvement i n r e c e n t months at Halewood. 

S i r Terence went on t o say t h a t F o r d had p l a n s f o r i m p r o v i n g 

e f f i c i e n c y . Investment i n r o b o t s f o r p a i n t - s p r a y o p e r a t i o n s 

and spot w e l d i n g would p r o v i d e s u b s t a n t i a l manpower s a v i n g s . 

The company were a l s o t r y i n g t o improve c o n t i n u i t y of 

p r o d u c t i o n . T h i s was d i f f i c u l t , but i t was c r i t i c a l 

t o g e t t i n g B r i t i s h p r o d u c t i v i t y on t o a par w i t h Ford's 

o p e r a t i o n s i n Europe. The company had i n t r o d u c e d a system 

of d o c k i n g £5.40 o f f employees' wages i f t h e r e was u n j u s t i f i e d 

d i s r u p t i o n ; and t h i s was h a v i n g some e f f e c t . The i n e f f i c i e n t 

p r a c t i c e s of maintenance men a l s o had to be t a c k l e d . 
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In the U n i t e d Kingdom, t h e r e was a t r a d i t i o n t h a t maintenance 

e n g i n e e r s w a i t e d u n t i l machines broke down; by c o n t r a s t , i n 

Germany maintenance e n g i n e e r s worked so as t o prevent 

breakdowns, and then i  f breakdowns o c c u r r e d they were 

w i l l i n g t o work through the n i g h t t o put the machines 

r i g h t . In a d d i t i o n , t h e r e was a r e l u c t a n c e amongst B r i t i s h 

maintenance e n g i n e e r s t o keep r e c o r d s . 


The Prime M i n i s t e r asked what was the s e c r e t of the 

success of Ford's o p e r a t i o n i n Germany. Mr. L u t z r e p l i e d 

t h a t t h e r e were a number of f a c t o r s . The Germans had an 

i n n a t e d e d i c a t i o n t o e x c e l l e n c e and showed a d i s c i p l i n e 

which was unusual. T h e i r system of " e l e c t e d workers' c o u n c i l s " 

appeared t o have made a s i g n i f i c a n t c o n t r i b u t i o n . The 

p a r t i c i p a t i o n thus a c h i e v e d by the unions had worked w e l l . 

Furthermore, the b a l a n c e between union and management power 

was f a r b e t t e r compared w i t h B r i t a i n . T h i s was h e l p e d by 

the l e g a l framework i n which the unions operated: they were 

s u b j e c t t o b i n d i n g c o n t r a c t s , some s t r i k e a c t i o n was i l l e g a l 

and i n d u s t r y c o u l d l o c k the unions out i n c e r t a i n c i r c u m s t a n c e s . 

Moreover, employees showed a l o y a l t y t o the company which 

was l a c k i n g i n B r i t a i n . T h i s was p a r t l y because they 

d i d not a u t o m a t i c a l l y assume t h a t , i  f the company got i n t o 

d i f f i c u l t y , the Government would s t e p i n w i t h h e l p . The 

s t r u c t u r e of the German t r a d e unions a l s o p r o v i d e d a f a r 

b e t t e r b a s i s f o r n e g o t i a t i n g wages. In B r i t a i n , i t was 

q u i t e p o s s i b l e to n e g o t i a t e a d e a l w i t h union l e a d e r s , and then 

f o r the convenors and shop stewards t o c a l l t h e i r members 

out. T h i s d i d not happen i n Germany. 


/Mr. MacDougall 
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Mr. MacDougall added t h a t , h a v i n g spent s i x years i n B r i t a i n , 

he saw the c o n t i n u i t y o f p r o d u c t i o n as the key problem although 

there had been improvements i n r e c e n t y e a r s . But unions had been 

a b l e t o c r e a t e d i s r u p t i o n because t h e i r members d i d not have 

s u f f i c i e n t i n c e n t i v e s to s t a y on the p r o d u c t i o n l i n e . He thought 

t h a t w i t h the s t r a t e g y which the Prime M i n i s t e r had o u t l i n e d 

the p r o s p e c t s f o r improved performance were encouraging. 


The Prime M i n i s t e r p o i n t e d out t h a t the l e v e l of v e h i c l e 

i m p o r t s was a p p a l l i n g l y h i g h . She understood t h a t F o r d themselves 

were h a v i n g t o import on a s u b s t a n t i a l s c a l e . S i r Terence B e c k e t t 

s a i d t h a t poor p r o d u c t i v i t y and q u a l i t y were the reasons why 

imports i n t o B r i t a i n had i n c r e a s e d so r a p i d l y i n r e c e n t y e a r s . 

Ford's s t r a t e g y was based on the concept t h a t B r i t a i n was 

r e l a t i v e l y bad as an assembler of v e h i c l e s and r e l a t i v e l y good 

as a manufacturer o f engines and components. Hence, the company 

had no p l a n s f o r a new assembly p l a n t , but i  t was b u i l d i n g the 

new engine p l a n t at B r i d g e n d . The l a t t e r v/ould mean s u b s t a n t i a l 

i m p o r t s o f c a p i t a l equipment, but i n due course the company's 

c o n t r i b u t i o n t o the B a lance of Payments s h o u l d level out and improve. 


F i n a l l y , t h e r e was a b r i e f d i s c u s s i o n of B r i t a i n ' s r o l e i n 

the EEC. The Prime M i n i s t e r p o i n t e d out t h a t the Community had 

a major ecomomic and p o l i t i c a l r o l e to p l a y , and B r i t a i n c o u l d 

c o n t r i b u t e to t h i s . On the p o l i t i c a l f r o n t , the Community c o u l d 

w e l l be of a s s i s t a n c e i n b r i n g i n g about a r e s o l u t i o n of the Rhodesian 

problem. The Prime M i n i s t e r e x p l a i n e d t h a t i  t was 

most u n l i k e l y t h a t the Government would be a b l e t o get 

a new s a n c t i o n s o r d e r through P a r l i a m e n t i n November. But i n any 

c ase, on the b a s i s o f the r e c e n t e l e c t i o n s i n Rhodesia, t h e r e was 

a good case f o r l i f t i n g s a n c t i o n s and r e c o g n i s i n g the new Government. 

However, i n o r d e r f o r the UK t o do t h i s , we would need the 

support of o t h e r c o u n t r i e s - i n c l u d i n g of course the U n i t e d S t a t e s . 

Mr. C a l d w e l l s a i d t h a t , h a v i n g been i n S a l i s b u r y when the Muzorewa 

Government was formed, he agreed w i t h the Prime M i n i s t e r ' s a n a l y s i s . 

On r e t u r n i n g to the U n i t e d S t a t e s he had t r i e d t o persuade the 
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A d m i n i s t r a t i o n t o take a more s y m p a t h e t i c p o s i t i o n ; but 

u n f o r t u n a t e l y , the b l a c k lobby had ensured t h a t the 

A d m i n i s t r a t i o n were c o n t i n u i n g t o take an u n h e l p f u l l i n e . 


The meeting ended at 1830. 


12 June 1979 


D i s t r i b u t i o n 


P r i v a t e S e c r e t a r i e s to 

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 e c r e t a r y o f S t a t e f o r Trade 

F o r e i g n and Commonwealth S e c r e t a r y 

C h a n c e l l o r of the Exchequer 

S i r John Hunt. 
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