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From the Private Secretary 7 November 1979 

R o l l s Royce 


S i r Kenneth K e i t h c a l l e d on t h e Prime M i n i s t e r , a l o n g 

w i t h your S e c r e t a r y of S t a t e , a t 1745 hours y e s t e r d a y . 


S i r Kenneth s a i d t h a t he had met the S e c r e t a r y o f S t a t e 
t h a t morning t o d i s c u s s t h e f u t u r e c h a i r m a n s h i p o f R o l l s 
Royce. He h i m s e l f had come t o t h e c o n c l u s i o n t h a t i  t was 
time t o r e t i r e from t h e c h a i r m a n s h i p . He had s u c c e s s f u l l y 
b u i l t up t h e company so t h a t i t now had a s t r o n g o r d e r book 
and an i m p r e s s i v e r e p u t a t i o n throughout, t h e w o r l d . But 
major problems r e m a i n e d t o be s o l v e d c o n c e r n i n g p r o d u c t i o n 
and c o s t c o n t r o l . He had n e v e r c l a i m e d Lo be s t r o n g on 
p r o d u c t i o n management, and t h e problems of t h e company had 
been e x a c e r b a t e d by t h e f a i l u r e to r e c r u i t a s t r o n g p r o d u c t i o n 
e x e c u t i v e . V a r i o u s a t t e m p t s t o a t t r a c t a top man w i t h an 
e n g i n e e r i n g background had f a i l e d . T h e r e was no doubt, 
i n h i s view, t h a t t h e f i r s t p r i o r i t y f o r a new c h a i r m a n 
was t o f i n d a s u i t a b l e c a n d i d a t e f o r c h i e f e x e c u t i v e . 
As r e g a r d s h i s own s u c c e s s o r , he v/as v e r y c o n t e n t w i t h t h e 
p r o p o s a l t h a t S i r F r a n k McFadzean s h o u l d become c h a i r m a n ; 
he e n v i s a g e d h a n d i n g o v e r on 1 J a n u a r y 1980. I t would be 
i m p o r t a n t t o e x p l a i n to R o l l s Royce's c u s t o m e r s i n t h e USA, 
p a r t i c u l a r l y B o e i n g , t h e c i r c u m s t a n c e s o f t h e hand-over; 
but he had no doubt t h a t t h e y would be i m p r e s s e d w i t h t h e 
c h o i c e o f S i r F r a n k . S i r Kenneth t h e n v o i c e d h i s c r i t i c i s m s 
o f t h e NEB, and welcomed t h e p r o p o s a l t h a t R o l l s Royce s h o u l d 
be removed from t h e i r r e s p o n s i b i l i t y and made r e s p o n s i b l e 
d i r e c t l y to t h e S e c r e t a r y o f S t a t e . He was most a n x i o u s 
t h a t h i s d e p a r t u r e from t h e company s h o u l d not appear a s a 
v i c t o r y f o r t h e NEB. ( 
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S i r Kenneth went on to make two f u r t h e r p o i n t s . 

F i r s t l y , he hoped t h a t R o l l s Royce would be a l l o w e d t o s i g n 

an agreement w i t h t h e J a p a n e s e t o c o l l a b o r a t e w i t h t h e 

development of t h e RB432 e n g i n e . With t h i s agreement, R o l l s 

Royce s h o u l d be a b l e t o s e c u r e a good p o s i t i o n i n t h e F a r 

E a s t e r n market; i  f t h e agreement d i d not go ahead, t h e 

J a p a n e s e would a l m o s t c e r t a i n l y e n t e r i n t o t a l k s w i t h 

G e n e r a l E l e c t r i c . The c o s t o f t h e development programme 

t o R o l l s Royce s h o u l d not be g r e a t , and t h e commitment would 

be s u b j e c t t o r e v i e w e a c h y e a r . S e c o n d l y , he hoped t h a t 

t h e Government would make e f f o r t s t o p e r s u a d e t h e US Govern

ment t o buy t h e Advanced H a r r i e r . He had c a l l e d on the US 

Deputy S e c r e t a r y o f D e f e n c e and t h e S e c r e t a r y o f t h e Navy 

when he had v i s i t e d Washington r e c e n t l y , and t h e y seemed 

keen to buy t h i s a i r c r a f t . But t h e A d m i n i s t r a t i o n would need 

p u s h i n g f u r t h e r , and he hoped t h a t t h e Prime M i n i s t e r would 

mention t h e m a t t e r t o P r e s i d e n t C a r t e r when she v i s i t e d 

Washington i n December. 


The Prime M i n i s t e r s a i d t h a t t h e Government were v e r y 

g r a t e f u l f o r a l l t h a t S i r Kenneth had a c h i e v e d a s c h a i r m a n . 

They a c c e p t e d t h a t , i f S i r Kenneth w i s h e d t o r e t i r e a t t h e 

end of t h e y e a r , he s h o u l d do so. Out o f r e c o g n i t i o n f o r h i s 

s e r v i c e s , she i n t e n d e d to g i v e a d i n n e r f o r S i r Kenneth some 

time i n t h e New Y e a r . She n o t e d t h e p o i n t s w h i c h S i r Kenneth 

had made about t h e 432 e n g i n e and t h e Advanced H a r r i e r , 

w h i ch he would no doubt d i s c u s s f u r t h e r w i t h t h e S e c r e t a r y 

o f S t a t e , and a l s o t h e p o i n t about t h e NEB. 


I am s e n d i n g c o p i e s o f t h i s l e t t e r t o George Walden 

( F o r e i g n and Commonwealth O f f i c e ) , S t u a r t Hampson (Department 

o f T r a d e ) , Tony B a t t i s h i l l (H.M. T r e a s u r y ) , B r i a n Norbury 

( M i n i s t r y o f D e f e n c e ) , B i l l B u r roughs (Department o f E n e r g y ) , 

I a n F a i r (Department of Employment) and M a r t i n V i l e ( C a b i n e t 

O f f i c e ) . 


 p . L A N K E S T E R T .

I a n E l l i s o n , E s q . , 

Department o f I n d u s t r y . 
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