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As you know, we have now announced the appointment of Graham Day

as the next Chairman and Chief Executive of British Shipbuilders.

2 I attach great importance to our giving Mr Day a very clear
indication of the direction that we want BS to take during his
tenure of office. It is essential that we make it clear that we
are looking for a return to the private sector for those parts of
BS where this is practicable. Where it is not reasonable to
expect progress in the timescale of Mr Day's contract, we need to
make it clear that we are looking for reductions in underlying
loss rates, and for BS to divest itself of its peripheral
activities (which it will be able to do when the BS Bill, now in

the Lords, is enacted).

3 I also believe that we need to give Mr Day a timetable for

seeing results.

4 There are a number of other objectives that I should like to

see BS pursuing, which would help to ensure that it was competing
fairly with private sector companies; and that it was pursuing
competitiveness as vigorously as possible. But these are

subsidiary to the central objective.




5 I attach a draft of a set of confidential objectives for BS
reflecting all these points. These are intended noct only to
determine the Corporation's direction over the next few years but
also to provide benchmarks against which I can judge the
"performance-related" element of Mr Day's remuneration package

(his "performance-related" bonus, at my discretion, can be up to

£15,000 pa).

6 I have shown these in draft to Mr Day, who not only accepted

them but i h he welcomed the clear steer that they embody.

7 I would be glad to know if colleagues are content with these
objectives. They are intended to remain confidential. Later in
the year, when Mr Day is installed as Chairman of BS, I shall be
seeking colleagues' agreement to a publishable version of these

objectives, which will also be shown to other BS Board members.

8 My intention is, however, to restrict knowledge of these

detailed objectives to Mr Day.

9 Copies of this minute go to members of E(NI) and Sir Robert

Armstrong. \>,fr
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5
From the Private Secretary 25 April, 1983

British Shipbuilders - Objectives

The Prime Minister was grateful for your
Secretary of State's minute of 15 March. She
has also seen subsequent correspondence from

other members of E(NI).

The Prime Minister considers that there
should be no reference in the objectives to
the national interest; that there should be
separate and explicit objectives for the warship
and merchant sides of the business; and
that these targets should be specified more
precisely in regard to their timing.

I am sending a copy of this letter to
the Private Secretaries to other members of
E(NI) and to Sir Robert Armstrong.

s A QU NMUVLAR

Jonathan Spencer,
Department of Industry
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