CONFIDENTIAL

PRIME MINISTER

BSC'S CORPORATE PIAN: CLOSURES

1 We have now received the BSC Corporate Plan. I have made

it clear both in a written reply to a Parliamentary Question by

Roy Hughes MP and in the Supply Day Debate on 16 December that

we cannot expect to reach a final conclusion on the strategy

underlining the Corporate Plan much before theend of January.

2 I think there is no need for us to hold up until then in
deciding our attitude on the pruning which Mr MacGregor thinks
necessary within BSC. He intends to reduce the number of Jjobs
by about 17,000 by a combination of closures and de-manning.
The areas for immediate action have been identified in the Plan
and details of the cuts are set out in the attached schedule.
These reductions are the minimum necessary for any continuing
progress by BSC towards commercial viability; there is no
question of our needing to consider whether BSC should be larger
e

than Mr MacGregor has recommended; our essential task will be

to decide whether his optimism about revitalising the Corporation

with so little reduction in size is justified.

) In the circumstances it would impose on the taxpayer an
avoidable cost of at least £10 million for every month for which

the closures and redundancies are delayed. Delay might also
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2

blunt the resolve of the BSC management to implement the Plan.

I therefore propose to tell Mr MacGregor at my meeting with him

on 17 December that, pending final decisions on the basic strategy,
he should go ahead with the necessary pruning as fast as he can.
Jim Prior, John Biffen, George Younger and Nicholag Edwards will
be at my meeting with Mr MacGregor.

4 Officials here have discussed with BSC what implications

this authorisation might have for the Corporation's total finsncial
requirements for this financial year. So far £971 million has
been authorised for use up to the end of January 1981, and we have
recognised that a further £200 million will almost certainly be
required to get the Corporation to the end of the financial year
bringing the total to £1,171. If the unions cooperate and
management action is not otherwise impeded in implementing the
rundown, the Corporation believe that an additional £50 million
would be required. Even if the rundown is not achieved smoothly
the additional amount required is unlikely to exceed £20 million.
I hope therefore that you agree that I should urge Mr MacGregor

to proceed with all speed with the redundancy programme and that
we shall have to meet the costs arising from this programme

within the current financial year.
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5 I am copying this minute to members of E Committee, George

Younger, Nicholas Edwards and to Sir Robert Armstrong.

/Y
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[ CIDecember 1980

Department of Industry
Ashdown House

123 Victoria Street
London SW1
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