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S E C R E T 

P R I M E M I N I S T E R 

R o l l s - R o y c e 
(MISC 22(79) 1 and 2) 

B A C K G R O U N D 

The G r o u p had i t s f i r s t d i s c u s s i o n of the R o l l s - R o y c e s i t u a t i o n on 

8th O c t o b e r w i t h o u t r e a c h i n g any c o n c l u s i o n s . Since then you have had the 

D e p a r t m e n t of I n d u s t r y / C P R S p r e s e n t a t i o n - the m a t e r i a l f o r w h i c h has now 

been c i r c u l a t e d to co l l eagues as M I S C 22(79) 2 . The c o n c l u s i o n you d r e w 

f r o m the p r e s e n t a t i o n w a s , I t h i n k , that the o n l y r e a l o p t i o n i s f o r R o l l s - R o y c e 

to c a r r y on w i t h i t s e x i s t i n g s t r a t e g y but f o r the G o v e r n m e n t to seek to b r i n g 

about m a j o r i m p r o v e m e n t s i n i t s p e r f o r m a n c e . W i t h S i r K e i t h Joseph 

a p p a r e n t l y s h a r i n g th i s v i e w the re i s l i t t l e l i k e l i h o o d of o t h e r co l leagues 

d i s s e n t i n g f r o m i t . The m a i n ques t ions f o r the m e e t i n g t h e r e f o r e a r e of 

p r o c e d u r e and t a c t i c s as d i s c u s s e d i n S i r K e i t h Joseph 's o r i g i n a l pape r 

(MISC 22(79) 1). 

2. T h e r e i s h o w e v e r an a d d i t i o n a l p o i n t . Y o u and y o u r co l leagues have 

a l r e a d y touched on the q u e s t i o n of w h e t h e r even GEC can e f f e c t i v e l y take on 

a l l o f the w o r k w h i c h events seem to be p u s h i n g i n t h e i r d i r e c t i o n . The 

D e p a r t m e n t of E n e r g y have today b r o u g h t to o u r a t t e n t i o n the p o s s i b l e c o n f l i c t 

be tween a heavy i n v o l v e m e n t of GEC i n R o l l s - R o y c e and t h e i r a m b i t i o n s to t- •—-———— 

engage GEC m o r e c l o s e l y i n the new and l a r g e n u c l e a r p r o g r a m m e they w i l l 

be b r i n g i n g to E s h o r t l y (and w h i c h w i l l i n v o l v e s h a r p l y c u t t i n g b a c k the r o l e 

of the C E G B ) . T h e r e i s no r e a l w a y f o r M i n i s t e r s to guess i ndependen t ly 

w h e t h e r G E C can handle bo th t a s k s . The s i m p l e s t s o l u t i o n m i g h t be f o r 

S i r K e i t h Joseph to ask S i r A r n o l d W e i n s t o c k w h e t h e r he i s s a t i s f i e d tha t 

t a k i n g on R o l l s - R o y c e w i l l no t d i m i n i s h h i s i n t e r e s t , and the p a r t h i s C o m p a n y 

m i g h t p l a y , i n any expanded n u c l e a r p r o g r a m m e w h i c h the G o v e r n m e n t m a y 

dec ide upon. H i s a n s w e r w o u l d set the scene f o r M i n i s t e r s f u r t h e r d i s c u s s i o n s 

on R o l l s - R o y c e and the n u c l e a r p r o g r a m m e o v e r the n e x t week o r so. 



S E C R E T 

H A N D L I N G 

3. You m i g h t c a r e to open the d i s c u s s i o n by t e l l i n g those co l l eagues who 

w e r e no t p r e s e n t of the c o n c l u s i o n s you have d r a w n f r o m T u e s d a y ' s f a c t u a l 

p r e s e n t a t i o n and to see w h e t h e r any o f t h e m d i s a g r e e . I f no t , you m i g h t then 

r e v e r t to the r e c o m m e n d a t i o n s i n S i r K e i t h Joseph ' s o r i g i n a l MISC 22(79) 1 

and take co l l eagues t h r o u g h t h e m s e r i a t i m . T h e y w e r e -

A .	 " I n f o r m i n g the C o m p a n y that r e s o u r c e s on the scale they have 

e s t i m a t e d w i l l no t be a v a i l a b l e and of m y m a n a g e m e n t p r o p o s a l s " : 

I t i s f o r c o n s i d e r a t i o n w h e t h e r the Company shou ld a l s o be t o l d tha t , 

sub jec t to g r e a t l y i m p r o v e d e f f i c i e n c y of o p e r a t i o n , the G o v e r n m e n t 

i s p r e p a r e d toback t h e i r s t r a t e g y . 

B .	 " P a r a l l e l a c t i o n w i t h the N E B who w o u l d a l so be t o l d of m y i n t e n t i o n 

to r e t u r n R o l l s - R o y c e to G o v e r n m e n t o w n e r s h i p " : 

C.	 "Subjec t to the ou tcome of A and B above, i m m e d i a t e in s t a l l a t ion of a 

m o r e e f f ec t ive m a n a g e m e n t by harness ing , the s k i l l s of G E C , who 

w o u l d p r o v i d e a C h i e f E x e c u t i v e f o r R o l l s - R o y c e and put the r e s o u r c e s 

of t h e i r top m a n a g e m e n t g r o u p , under S i r A r n o l d W e i n s t o c k , beh ind 

h i m " : 

T h i s i s the key i m m e d i a t e i s s u e . P r o v i d e d the G r o u p a r e p r e p a r e d 

to ag ree i n p r i n c i p l e S i r K e i t h Joseph m i g h t be a u t h o r i s e d to c o n s u l t 

R o l l s - R o y c e , the N E B and S i r A r n o l d W e i n s t o c k . The G r o u p w i l l 

no doubt p r e f e r to r e s e r v e a f i n a l d e c i s i o n u n t i l the ou t come o f these 

c o n s u l t a t i o n s i s k n o w n . 

D .	 " W i t h the he lp of G E C , not o n l y to secure m o r e e f fec t ive d a y - t o - d a y 

m a n a g e m e n t of the Company but a l so to make the e a r l i e s t pos s ib l e 

a s s e s s m e n t o f the ex ten t to w h i c h the C o m p a n y ' s cash r e q u i r e m e n t 

can be r educed , to se t t le the C o m p a n y ' s fu tu re s t r a t e g y and d e t e r m i n e 

w h e t h e r , and i f so how, i t w i l l be p o s s i b l e o v e r a m e a s u r a b l e p e r i o d 

to put the Company i n a p o s t u r e f o r r e t u r n to p r i v a t e o w n e r s h i p " : 

The po in t to s t r e s s he re i s that f u tu re s t r a t e g y i s f o r the G o v e r n m e n t 

and the C o m p a n y . The r o l e of GEC i s to p r o v i d e i n f o r m a t i ^ ~ 

r e l e v a n t to the p r o d u c t i o n of the s t r a t e g y , not to d e t e r m i n e the 

s t r a t e g y as such . 
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E .	 " I m m e d i a t e l y a r r a n g e f o r a s m a l l g roup of o f f i c i a l s to adv i se 

M i n i s t e r s on the i n t e r i m guidance that should be g i v e n to GEC and 

subsequent ly to r e p o r t to M i n i s t e r s a l o n g t e r m s t r a t e g y " : 

A G r o u p , unde r S i r Kenne th B e r r i l l , i s r eady to s t a r t w o r k as soon as 

M i n i s t e r s g ive t h e m the g r e e n l i g h t . 

F .	 " C o n f i r m to GEC tha t t h e i r i n v o l v e m e n t i n R o l l s at o u r r e q u e s t w o u l d 

n o t o f i t s e l f t e l l a g a i n s t t h e m i n G o v e r n m e n t c o n s i d e r a t i o n o f 

a c q u i s i t i o n s they m a y w i s h to m a k e " : 

S i r K e i t h Joseph ' s t a l k s w i t h S i r A r n o l d W e i n s t o c k w i l l show w h e t h e r 

th i s f o r m u l a i s enough to o b t a i n h i s c o - o p e r a t i o n . I f not , the G r o u p 

w i l l face a d i f f i c u l t d e c i s i o n at a l a t e r m e e t i n g because the h i g h e r the 

GEC p r i c e f o r c o - o p e r a t i o n the l e s s easy w i l l the a r r a n g e m e n t be to 

defend i n p u b l i c . 

G.	 " A u t h o r i s e nego t i a t i ons w i t h G E C ove r the sale of R o l l s i n d u s t r i a l 

and m a r i n e bus ines s , and i t s n u c l e a r a c t i v i t i e s sub jec t to the 

M i n i s t r y of Defence be ing s a t i s f i e d about the sa feguard ing of t h e i r 

in t e r e s t s " : 

T h e r e a r e t w o i s sues - the t i m i n g of any sale to GEC of I M D w h e r e 

l a s t t i m e some of y o u r co l l eagues thought t h e r e w o u l d be advantage i n 

m a k i n g any sa les be fo re G E C w e r e g i v e n a m a n a g e m e n t r o l e ; and the 

separa te q u e s t i o n of the sale of R o l l s - R o y c e ' s n u c l e a r a c t i v i t i e s . 

C O N C L U S I O N S 

4 . Subjec t to d i s c u s s i o n you w i l l w a n t to r e c o r d c o n c l u s i o n s - i n c l u d i n g , 

w h e r e a p p r o p r i a t e , c o n c l u s i o n s to de fe r a d e c i s i o n - on each of S i r K e i t h 

Joseph 's seven r e c o m m e n d a t i o n s . You w i l l a l s o wan t to a sk the C o m m i t t e e 

to m e e t aga in as soon as S i r K e i t h Joseph has c o m p l e t e d the n e c e s s a r y r o u n d 

of c o n s u l t a t i o n s . 

John H u n t 

17th O c t o b e r 1979 
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