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Christopher Hogg, the Chairman of Courtaulds, recently came to
see me about the compensation Courtaulds have had to pay

Mr Richard Morris who was the then Deputy Chairman of the NEB and
who resigned with the rest of the NEB Board last November.

Mr Morris and Sir Leslie Murphy were the only full time members

——————————
of the Board.

2 Mr Morris was appointed by my predecessor at a time when he
was a full time member of the Courtaulds Board. The arrangements
reached for his transfer to the NEB included leaving Mr Morris
notionally on the Courtaulds' payroll in order to enable him to
continue within the Courtaulds pension scheme, though this
arrangement was due to terminate at the end of his contract with
i ]
the NEB. Courtaulds believed therefore that he would not return

to their service nor had they any appointment to which he might

return.

3 Mr Morris' resignation from the NEB left Courtaulds with an
outstanding liability to him since his contract had not yet expired -
indeed had 2 years 5 months to run. Courtaulds were legally

liable to pay compensation and have done so to the tune of

£50,000. Mr Hogg came to see me because, while he recognises that

the Government has no legal liability to Courtaulds he believes,

quite strongly, that there is a moral responsibility to the

company and its shareholders, who were innocent bystanders and
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have suffered a financial loss.

4  You may recall that there was some Parliamentary interest in
the question of compensation for Sir Leslie Murphy and Mr Morris,
and I understand that when you answered a Question on this subject

(0.R Col 220 28.4.80) you minuted the papers that no compensation

should be paid. We have stood on this position.
¢ —

5 I have great respect for Mr Hogg and he put the company's

case for recompense in a way which indicated his clear understanding
of the principle that we cannot agree to compensation for someone

who resigns from the public service voluntarily. He had earlier
R T TV T gy

: o ——
been to see Sir Ian Bancroft and so was in no doubt on the

importance of this principle to us.

6 I gave him no reason to believe that we could breach this
principle and he accepted this. Nevertheless, I do feel there
is a distinction between our paying compensation to Mr Morris,
and relieving the company from at least some part of the

loss which they have suffered, largely because they entered

into arrangements with our predecessors which were intended to
facilitate the transfer of Mr Morris to a public appointment.
There is no question of bad faith on anyone's part but I believe
there is a case for making some payment to the company - I suggest
£25,000 or 50% of their loss. I believe that if we do not pay
the full amount we shall have preserved the essence of the
principle and any payment should be made as an extra statutory
recognition of the extraordinary loss the company has suffered.
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I recognise, however, that you will also want the advice of the
Lord President since I know that the Civil Service Department
have felt unable to agree to such a payment. I am therefore

copying this minute to the Lord President.

7l

K J
(; October 1980

Department of Industry
Ashdown House
12% Victoria Street
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Thursday 24 April 1980

(Answered by the Prime Minister on 24 April)

UNSTARRED Mr. Jock Bruce-Gardyne: To ask the Prime Minister,

NO. 137 what consideration.she has given to requests from
former members of the National Enterprise Board,
‘or their current employers, for compensation for.
loss of emoluments from public:funds following
their voluntary resignation from:this Board; and
what conclu51ons she has reached SR o]

My right hon. Friend and hon..Friends have -

considered one such request; nQ-paymentfhas'been
authorlsed in respect of 1t Another case is

stlll under con51deratlon
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BACKGROUND NOTE

Mr Bruce-Gardyne's question relates to the resignation,
on 21 November last, of Sir Leslie NMurphy and lr Richard
Morris from their posts as, respectively, Chairman and
Deputy Chairman of the NEB., (There have been other
resignations from the NEB - the rest of the Board in
November last; Sir Michael Edwardes; Lord Ryder;

Mr Alistair Frame; Mr Harry Urwin - but none of these
has involved questions of compensation).

Lord Goodman wrote on 14 December last to the Permanent
Secretary of the Department of Industry, seeking compen-
sation for Sir Leslie Murphy. After exchanges at official
level the Secretary of State wrote to the llinister of State,
Civil Service Department, recommending modest compensation,
but Mr Chammon felt unable to agree. Lord Goodman has been
told that this is the Government's conclusion, and has
challenged it, but our impression is that Sir Leslie will
not take it further. ' GRS

e B

Mr Morris's case is rather different. He has not himself
sought compensation from the Department, but we considered
the merits of his case superior to those of Sir Leslie
Murphy, and (in parallel with pursuing Sir Leslie's case)
invited the Civil Service Department to agree that compen-
sation would be appropriate. Sir Ian Bancroft rejected
this proposal but in the meanwhile Courtaulds (Mr Morris's
former employers) paid him £55,000, The background to this
is that Mr Morris was seconded from Courtaulds to the NEB
for four years on the understanding (agreed by the Civil
Service Department) that he could remain in Courtaulds'
pension scheme and that during this period the NEB would
pay the employers' pension contribution of £16,000 p.a.
Vhat was pot known to us, however, was that Courtaulds
were not prevared to re—employ Mr Morris when his second-
ment Fo_the NEB was over, So when 1t suddenly ended,
because of his resignation, Courtaulds found they were
legally committed (by a contract which we had never seen)
to compensate Mr Morris for the balance of the four years.
(This payment was reported in the Press and 1s presumably
reflected in the terms of Mr Bruce-Gardyne's question).
Courtaulds have no legal claim on the Department to reim-
burse them, although the possibility of an ex gratia pay-
ment has not yet been ruled out.

In replying to the question there is a temptation to plead
confidentiality, but the matter has already been reported
in the Press and Mr Bruce-Gardyne has already put down one
guestion about it which was unforthcoming (copy attached).
The recommended draft reply (which has been agreed with
the Civil Service Department) therefore goes a little
further. i —
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INDUSTRY
National Enterprise Board

Mr. Bruce-Gardyne asked the Secretary
of State for Industry what contractual
provision for compensation payments in
the event of voluntary resignation is made
by the National Enterprise Board in res-
pect of its present dnd former employees;
and if he will ensure that no commitments
are entered into by the National Enterprise
Board as a charge on public funds in ex-
cess of any such contractual comniitments.

COkuM .
b9l

\ir. Michael Manktall : Compensation
payments for employces of the board are

arc not employces of the hoard @ any com-
pensation payments to them wo 1d be a
matter for my richt hon. Fricnds the Piime
Minister and the Sccretary of State.

|
i a matier for the board. Board mcinbers
|
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- By Hazel Duffy, - P

_ Industrial Corresp:»'ndent_

COMPENSATION for ihe two' |

full-time members of the
former Board of the National
Enterprise Board, which
resigned in protest at Govern-
ment poliey last November,
has heen sought and in one
case has now been agreed.
Afr. Richard Morris, aged
54, formerly deputy director
of the NEB, has settled for

compensation of abont £30,000 .

from Courtaulds, his former
employers, - but Sir Leslie
Murphy, former chairman of
the NEB 1Is still seeking
compensation.. 70 T oo
Mr. Morris was on 2 four-
vear secondment from Court-
aulds. After the NEB Board

resignations he did nol return. |
1o Courtaulds, apparently by

mutual agreement belween
himself and his _former
employers. He was earning
£35.000 a vear, at the NEB
and his contract was not due
fo expire until April, 1982.

Although the settlement 1s
with Courtaulds,. it is .ex-
pected that the company will
try to get some of the money
reimbursed through the NEB.
The actual amount - of Mr.
Morris’s compensation “will
appear in the forthcoming
report and accounts of the
NEB. He .is -a part-time
director -of British Nuclear

O ie but has not had’y fall- .|

time job since leaving the
" *<8ir Leslie Murphy, former
¢halrman, 35 -still - seeking
compensation but in his case
it is through the Industry
Department, - "2s. he'" was
appointed hy the Becretary of
State for Industry. ¥e savs
he is not legally entitied to
compensation, | since he
resigned from the Board. But
he was told by Indaostry
Department eofficials aTler his

resiznation thal the matier
amould be investicated.

Sir Leslie. who will be 65
this vear, says he has made
no personal representations 10
the Government. ahoul an¥
payment. The matter is in
the harnds of 2 colicitor, hut
Sir Leslie denies that there is
any dicpule over the case. It
would he *entirely at ihe
discretion of the Department 2
4o make a payment, says Sir
Leslie, whose three-year con-
tract was due fo -expire on
July 31 this year. - e

He was earning nearly
£42.000 a year when he was
at the NEB, which would have
been increased to £48,500
from the beginning of  this’
month. VEL Bl L=

Sir Leslic and Mr. Morris
were the only full-time mem-
bers of the NEB Board. As
part-time directors, the others
received only token payment.
The whole Board resigned
over the Governments hand-
ling of the Rolls-Royce affair,
which ended with Rolls-Royvee
being transferred hack 1o the
Industry Department. .= :




10 DOWNING STREET

From the Private Secretary 20 October 1980

L e

Courtaulds: Compensation for Mr. Morris, ex-NEB Deputy
Chairman

The Prime Minister has seen the Secretary of State for
Industry's minute of 6 October, and the Lord President of the
Council's minute of 13 October, about Mr. Morris.

The Prime Minister has noted that there is a discrepancy in
the accounts of the background to the case offered by your Secretary
of State and by the Lord President. The Lord President records
that, when Morris was recruited, the Department of Industry were
under the impression that he would eventually be returning to the
company. Your Secretary of State notes that the continued con-
tractual arrangement with Courtaulds was due to terminate at the
end of his contract with the NEB, and that Courtaulds believed
therefore that he would not return to their service. In the
absence of agreement on the facts of the position at the time, the
Prime Minister is left in some difficulty in being asked to make
a ruling.

Mrs Thatcher has, however, commented that the person who is
culpable is Mr. Morris. She believes firmly that people in his
position must be presumed to know the consequences of their own
actions. Either Mr. Morris did not consider them;. or disregarded them.

In her view, therefore, the Chairman of Courtaulds should be complain-
ing to Mr. Morris and not to the Government. Against this background,
the Prime Minister would be most reluctant to authorise any payment,
even if it were confirmed that your Secretary of State's version of
the original understanding is the accurate one.

I am sending a copy of this letter to Jim Buckley in the Lord
President's Office.

/ /%//Lﬁﬂv

ITan Ellison, Esq. Pwecra! (e

Department of Indd§ LN SRS e TARE B
E.,"LI?; g Ef }5’- i\L R




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400
From the Private Secretary

21 October 1980

Mike Pattison Esg - f -
Private Secretary to the Prime Minister /f/dhd_-l«__ /ym“&”‘

10 Downing Street

London SW1 2 M A (a,)/m

Dear Mike, e fmzzmé

COURTAULDS - COMPENSATION FOR MR MORRIS, EX-NEB ' el
DEPUTY CHATRMAN i STwvies . ﬂf"“

We had a word about your note of 20 October to Ian Ellison. /@Z*g%/
X

The statement in the Lord President's minute of 13 October that

when Morris was recruited the Department of Industry were

under the impression that he would eventually be returning to

the company i1s based on information given to us in March of

this year by_the Department of Industry. It was after his recruitment
that Morris Told the Department that it had been agreed with
Courtaulds that he would not be returning to their service. It

was therefore Courtaulds and Morris who changed the original
expectation and this they did without consulting the Department.

p——

This clarification can I think only add emphasis to the Prime
Minister's view which you set out in your minute.

I am sending a copy of this letter to Ian Ellison in the
Secretary of State for Industry's Office.

J BUCKLEY




10 DOWNING STREET

From the Private Secretary 23 October 1980

Thank you for your further letter of
21 October about the compensation issue in
the case of Mr. Morris.

In the light of the additional information
you have provided, the Prime Minister has
confirmed her view that there can be no question
of the Government making an ex gratia payment
to Courtaulds in respect of Mr. Morris.

I am sending a copy of this letter to
Ian Ellison (Department of Industry).

M. A. PATTISON

Jim Buckley, Esq.,
Lord President'sg Office.
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COURTAULDS : COMPENSATTION FOR MR MORRIS, EX-NEB DEPUTY
CHATRMAN

Thank you for your letter of 20 October reporting the Prime
Minister's comments on my Secretary of State's minute of 6 October
and the Lord President of the Council's minute of 13 October,
about Mr Morris. I have also seen a copy of Jim Buckley's

letter to youkpf 21 October.

24 The Prime Minister commented that there appeared to be

a discrepancy in the account of the background to the case given
in these two minutes. The accounts are in fact consistent.
When Mr Morris was appointed to the NEB, the Department assumed
that he would be returning to serve with Courtaulds at the end
of his NEB service. Howevery it subsequently emerged that
Courtaulds had come to an arrangement with Mr Morris that he
should terminate his service with Courtaulds on the dsy his four
year contract with the NEB expired. It is therefore true to
sgy that Courtaulds did not believe he would return to their
service.

3 I hope this sets out the background clearly.

Secretary of State accepts that this does not affect the merits
of the case. He agrees reluctantly therefore that he should
now write to the Chairman of Courtaulds confirming that since
Mr Morris resigned voluntarily from public service there can be
no question of compensation being paid.

4. I am sending a copy of this letter to Jim Buckley in the
Lord President's Office.

((7\/{"'("}\4. X Z\Z/L{
CATHERTINE BELL
Private Secretary

CONFIDENTTAL







PRIME MINISTER

COURTAULDS - COMPENSATION FOR MR MORRIS, EX-NEB DEPUTY CHAIRMAN

I am afraid I see very stromg objections to the proposal in
Keith Joseph's minute of 6 October.

2. If a man chooses to resign from office he must accept the
financial and other consequences. If he is in the public
service, he cannot expect to be compensated for his losses from
public funds. Your Parliamentary Answer of 13 May laid this
down unequivocally. We took a firm line on it with Lord Goodman
over Sir Leslie Murphy. It was relevant when Sir William Barlow
resigned from the Post Office. It came up again only this week
in the case of Sir Francis Tombs. There will be others in
future. I am sure the principle is right and I would not wish
to see it weakened.

e The former Deputy Chairman of the NEB resigned voluntarily
with his colleagues as a protest against Government policy. He
has, however, escaped the full financial consequences by exploiting
a private arrangement with Courtaulds, under which they felt
legally bound to pay him £50,000. The Government was not a party
to the arrangement., Indeed, when Morris was re¢ruited, the
Department of Industry were under the impression that he would
eventually be returning to the company. Nor was the Department
consulted before the compensation payment was made.

4, In effect, we are being asked to indemnify Courtaulds against
the consequences of their independent decision not to reabsorb

Mr Morris into the Company. We should be financing a payment over
which neither we nor the NEB had any control and which was triggered

off by a purely voluntary resignation. That would not be easy to
defend in public.

5 There is a lively Parliamentary interest in the whole subject
of compensation and in April the Press reported this particular
case in accurate detail (cutting attached). I agree with

Sir Ian Bancroft that it could be alleged - however unfairly -

that a payment to Mr Morris had been "laundered" through Courtaulds.
We could not deny that £25,000 of public money had found its way

to him; and no simple public explanation could be offered. The
fact is that the Government was in no way responsible for Morris's
resignation or for Courtaulds' having to compensate him.




5 I recognise that Courtaulds were helpful at the time
of Morris's appointment. And I can fully understand

Keith Joseph's-wish to assist the Company if possible. We
do not want to lose their goodwill or that of other
companies. But the principle at stake here is important
and even an indirect and partial payment would be a bad
precedent. I find it hard to accept that we have a moral
obligation to Courtaulds, and I think we should say firmly
that we cannot make this payment without undermining an
important principle. I hope that Keith Joseph could put it
to Christopher Hogg in this way, while making it clear that
we shall not forget the help given by the Company in a very
difficult situation.

T I am sending a copy of this minute to Keith Joseph.

SOAMES
13 October 1980
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CONPENSATION for (he {wo

full.ime  members  of ihe
former Board of the Nafional
Lnterprise Poard, which
yesigned in profest al Govern-
ynent puliey Jast Novemher,
has been soupght and in one
¢zse has now hieen agreed.
NMr. Richaré Morrs, aped
54, formerly deputy director
of {he NEB, kas weitled for

compensalion of abonot £30,000 ;

from Courizulds, his former
employers, - hut  Sir Leslie
Murphy, former thairman of
{be NEB is still ‘secking
compensation. PR R
Mr. Morris was on a four-
vear secondment {rom Court-
anlds. After the NEB FPoard
resicnations he did nol return
fo Courtaulds, apparently by
muinal  agrecment belwern
bimseld and  his _furmer
employers. He was carning
£35000 a year at the NEB
and his contract was nof due
fu expire untll April, 1982,
Although the settlement 1s
with Courtzvlds, it is es-
peeted that the company will
trv 1o gel some of 1ihe moncy
reimbursed through 1the NEB.
The =actual amouni -of Mr.
Morris's compensation  will
appear 1n the “for{hvroming
yeport and accounts of tibe
NEB. He .ds .a partdime
director of British Nuclear

3

Fuels but bas pot had z foll- .

time job since leaving the
NEB, LA e T
“Sir Leslie Murphy, former
chalrman, 3 -still - seeking
compensstion buf in his case

‘3t s through the Indostry

Depariment, a5 -he’ was
sppointed hy the Becrelary of
GSiate for Indusiry. He save
he is noi depally entifled to
compeneation, | since he
resigned from the Board. Tuol
Lbe was told by TIndosiry
Depariment eficials aller This

yesipnatingl 1hat the malier
anuld he imvesticated.

Cir Loeslie, who will e 65
this ycar, says he has made
no pereona) represt ntations 10
fhe Gmernment alioul =Ny
pasment,  The matier is in
{he Fands of 2 wnlichor, hul
Cir Levlie denies that 1here is
any dicpufe over the czee. 1
vwould he ™entirely at ihe *
dicerefion of the Department &
Y0 make a . payment, sa¥s Sir
Leslie, whose 1hreexear con:
tract avas due fo -expire oo
July 31 1his year. - e v

He was «¢aining nearly
£42.000 a year when he was
21 the NEB. which wovld have
been  incicased Ao LARS00
{rom the beginning of this
muonth, ; ik s

Sir Leslie and Mr. Morris
wore the only full {iime mum-
Vvers of the NEB Poard. AS
pari-time direciors, the others
received only tuken payment.
The whole Board resigned
aver the Governmenis hano-
ling of the Rolls-Toyce afiair,
~which ended with Rolls-Royce
bring transferred back 10 the
Industry Depariment. . 2
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MR. WHIquyt

PRIME MINISTER

There is a row in progress about compensation for Mr. Morris,
the ex-Deputy Chairman of NEB.

Keith Joseph (Flag A) believes that the Government should make

an ex gratia payment to Courtaulds of 50 per cent of the

compensation they have felt obliged to make to Morris, who

remained on secondment when he went to NEB. Lord Soames
(Flag B) argues both that this is wrong in principle and that
it would leave room for allegations that a payment to

Mr. Morris had been "laundered" through Courtaulds.

This comes to you for ruling in a most unsatisfactory form.

There is a disagreement over the facts. Lord Soames believes

that, when Morris was recruited, thé_bepartment of Industry

were left with the impression that he would eventually be

returning to the Company. Sir Keith Joseph records that

the arrangements for his transfer to NEB included leaving

him notionally on the Courtaulds' payroll in order to
S ————— s

enable him to continue within the Courtaulds' pensi heme ,

though this arrangement was due to terminate at the end of
his contract with the NEB. The problem that has now arisen

is a consequence of the mass resignation of the NEB Board.

Courtaulds have found it impossible to reabsorb Mr. Morris
and they have, therefore, had to pay him substantial compensa-

tion for the remaining period of his contract, which he was

in practice expected to serve out with NEB. The amount is
£50,000. Sir Keith would like to meet £25,000 of this.

R —
I do not believe that you can rule until there is agreement

about the understandings at the time of his appointment,

Even if it is established that Courtaulds had no expectation
of Morris returning to them, I think that there is considerable

substance in Lord Soames' objections to a payment which will

in effect find its way to Mr. Morris.

/Should we ask




Should we ask the two Ministers to reach an agreed view of

the facts of the original arrangement with Courtaulds, but

make it clear that you will be most reluctant to authorise

/3

any payment?

16 October 1980




