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SUBJECT

BRITISH LEYLAND'S CORPORATE PLAN




BRITISH LEYLAND'S CORPOBATE PLAN

The Committee considered a minute of 21 January from the Secretary of State
for Industry to the Prime Minister about the Government's response to
British Leyland's Corporate Plan,

Their discussion and conclusions hed
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BRITISH LEYLAND'S CORPORATE PLAN
Previous reference: E(80) 45th Meeting, Item 4

The Committee had before them a minute of 21 January from the Secretary of State
for Industry to the Prime Minister about the Government's response to
British Leyland's Corporate Plan.

THE SECRETARY OF STATE FOR INDUSTRY said that, together with the Chancellor of
the Exchequer, he had discussed with Sir Michael Edwardes the possibility of
finding some middle ground between the alternatives of backing or rejecting
the Plan, Sir Michael Edwardes was, however, totally \mnllmg to accept a
commitment to the Government that he would sell parts of BL within a stated
period. He saw no chance of selling the volume car business for the time
being. The sale of Landrover would lose him his best negotiating card for
securing the Board's objective of entering into collaborative deals with

other major manufacturers. If it were accepted that disposals did not offer

a middle course, the Government was back to a choice between the stark alternatives
of supporting the Plan and closure. In favour of supporting the Plan it could
be argued that the public was convinced that the BL management and workforce
were being brought to do all they could to improve the prospects of the
company; and that the Board could be relied upon to carry out its undertaking
to withdraw the Plan if any appreciable reduction in the chances of success
became evident, whether for internal or external reasons. The difficulty of
this approach was that success and failure could not always be judged in black
and white terms, and it could well be that performance could deteriorate,
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THE CHANCELLOR OF THE EXCHEQUER said that he agreed that there was no mi g,
course, by way of early disposals of parts of BL, between the alternativeg o
accepting and rejecting the Plan. Rejection would have considerable ang daa
repercussions on industry in the United Kingdom. If BL were to collapse,
prospects of the other car manufacturers were such that Ford could be left g
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Because of these wider effects on British industry, he recommended that the

Government should accept the Plan, encourage Sir Michael Edwardes to dispose

of parts of the business as soon as was practicable, and aim to improve yet

further the industrial relations within the company,

In discussion it was argued, in support of rejecting the Plan, that it could
be only a matter of time before BL!
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other hand in support of accepting the Plan it was argued that -

Closure of BL would have a catastrophic effect on British industry,

particularly in the West Midlands, and in the British Steel Corporation,

[t was implausible that, at a time of economic recession in the

United Kingdom and in the international car business, buyers would

ward to take substantial parts of BL, The successful launch
the Metro had given a great boost to morale not only in BL but more
Moreover there was no doubt that the determination of the BL
Board to contain wage costs and the willingness of the labour force to

gccept low pay settlements and changed working practices had had a

considerable and beneficial influence on management and workforce
attitudes generally. Although expensive events at BL had, in the public
mind, given hope that British industry was capable of pulling itself out
of its present difficulties. To let BL collapse would be to destroy that
hope.

b. Public opinion was that Sir Michael Edwardes had enjoyed marked success
in his task. At long last it seemed that common sense was prevailing in BL.
To withdraw support from the company now, and in the absence of a major
strike, would be seen as an attack by the Government on the BL workforce )
and would undermine much that the Government had achieved so far. It

would unite the unions in a common cause against the Government and forfeit

their co-operation on other issues.

c. Alternative jobs were not readily available, and the costs of closure,
and of the consequent unemployment, over the next few years would be higher
than the cost of supporting the Plan. The right course was to back the
Plan, to impose firm conditions, and to enco\u-age the Board to groom parts
of the business for sale when that was practical. There might be advantage
in collaborative deals, but there should be no binding commitment to this
in advance, since it could inhibit disposals. If some other company had a
stake in both volume cars and-Landrover, it would then be difficult to

dispose of Landrover, and other manufacturers would no longer be interested.
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The Committee -

1. Agreed that British Ley,lan&'s Corporate Plan should be accepted,
subject to firm conditions which would be published,

2. Invited the Secretary of State for Industry -
i3 to c%rculate a draft of his announcement of this decision,
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