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You sent me a copy of your I er of 8 September to Tony Newton about
Clark Kincaid.

I see no justification for linking our decision on the engine orders which
British Shipbuilders is attempting to secure for Clark Kincaid from
Govan, with a decision on the future of the Ferguson yard. The
additional costs mentioned by Tony would only arise if Clark Kincaid is
not sold but at this stage I understand we have no reason to doubt the
soundness of the two bids received, and I know through the Scottish
Development Agency, which had contact with the management buyout team
at an earlier stage in the preparation of their proposals, that the team, if
selected as the preferred bidder, have every intention of seeing their bid
through to a satisfactory conclusion.

If, as Tony has told us, the bids both mean that disposal will be cheaper
than closure, then I fail to see how we reach any decision other than
disposal. This would be so even if the difference were narrower than the
considerable gap which currently seems to be the case.

As for your remarks about Ferguson's future, I could not support linking
that decision with the decision on the engines. I see no reason not to
take each issue on its merits. Linking would be a totally artificial
arrangement, and presentationally, the favourable decision we might take
on Clark Kincaid would be invalidated by the outcome you are suggesting
for Ferguson, and would bring us no credit at all.

I had understood that a decision on the engines was needed quickly,
whereas the bidders interested in Ferguson are entitled to reasonable
notice to submit their bids for the yard. It does not seem practicable to
keep one decision awaiting the other. In any case I believe we should
await the outcome of the bidding before we decide what our next steps
should be, and in this respect 1 have reservations about the assurance
you seek from Tony that no more loss-making orders will be proposed for
any of the BS yards. I think this is an option we should not close off
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\’ for ourselves if the taking of such an order would facilitate a yard's
disposal, while keeping the total costs less than the costs of closure.

I would therefore urge you to agree as soon as possible that
Clark Kincaid may be allowed to take these orders.
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