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SUMMARY OF MINISTERIAL DISCUSSION AT MISC 22(79)2nd MEETING 

IS Oc)ola 

The M i n i s t e r i a l d i s c u s s i o n y o o t o r d a y may he summarised a s f o l l o w s : 


O b j e c t i v e 


To improve t h e management o f R o l l s Royce a s a m a t t e r o f u r g e n c y . 


C o n s t r a i n t s 

1 M a i n t a i n consumer c o n f i d e n c e and a v o i d f i n a n c i a l c o s t s oir
a c r i s i s o f c o n f i d e n c e . 
2 R e t a i n S i r Kenneth K e i t h i n a r o l e w h i c h does not i n v o l v e 
him i n day t o day management. 

Method 


I f p o s s i b l e by making t h e e x p e r t i s e o f S i r A r n o l d V e i n s t o c k and 

t h e GEC management team a v a i l a b l e t o R o l l s R oyce; i n c l u d i n g t h e 

p r o v i s i o n o f a c h i e f e x e c u t i v e . 


C o n s t r a i n t s on Method 


1 To s e e k t o s e c u r e GEC a s s i s t a n c e w i t h o u t p r e c o n d i t i o n s 

about s a l e s t o GEC of t h e R o l l s IMD and n u c l e a r i n t e r e s t s . 


2 To a v o i d p r e j u d i c i n g d e c i s i o n s on t h e f u t u r e o f t h e n u c l e a r 
i n d u s t r y and o v e r b u r d e n i n g GEC s e n i o r management. 

P r o c e s s 


1 P r i m e M i n i s t e r and two S e c r e t a r i e s o f S t a t e t o sec-

S i r A r n o l d W e i n s t o c k . 


2 S e c r e t a r y o f S t a t e f o r I n d u s t r y s u b s e q u e n t l y t o sec-
S i r K e n n e t h K e i t h . , 
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P o s i t i o n o f S i r K e n neth K e i t h 


A l t e r n a t i v e s : P r e s i d e n t ) c o n c e n t r a t i n g 

; on s a l e s and 


N o n - e x e c u t i v e , p a r t - t i m e C h a i r m a n ) customer 

r e l a t i o n s 


C o n s t r a i n t s : 


1 V e i n s t o c k c o n s i d e r s t h a t Morgan as C h i e f E x e c u t i v e c o u l d 

n o t work w i t h K e i t h , e x c e p t as P r e s i d e n t . 


2 B u t a s y e t we have not s e t t l e d on an a l t e r n a t i v e t o K e i t h . 
A GEC man ( l i k e S i r K e n neth Bond) would add t o t h e a p p e a r a n c e of 
a GEC t a k e - o v e r and compound t h e d i f f i c u l t i e s o v e r c o n f l i c t o f 
i n t e r e s t i n r e l a t i o n t o any p o s s i b l e f u t u r e s a l e s t o GEC. 
Mr A s h l e y Raeburn, r e c e n t l y promoted t o V i c e C h a i r m a n on t h e RR 

b o a r d would be w i l l i n g t o t a k e t h e j o b , b u t n o t i f K e i t h i s 

o u t r a g e d and as a p r o f e s s i o n a l he would want t o make up h i s own 

mind about Morgan and t h e GEC. 


3 The more d r a s t i c t h e immediate change t h e g r e a t e r t h e 

d i f f i c u l t y o f g e t t i n g t h e c o - o p e r a t i o n of S i r K e n n e t h K e i t h . 


C o n c l u s i o n 


1 P r e f e r r e d C h o i c e : Aim t o e l e v a t e K e i t h i m m e d i a t e l y t o 

p r e s i d e n c y and c o n s u l t S i r F r a n k McFadzean ( p a r t - t i m e RR b o a r d 

member f o r whom Raeburn worked i n S h e l l ) about c h a i r m a n s h i p 
h i m s e l f o r R a e b u r n . 


2 As f a l l b a c k : A g a i n s t t h e p o s s i b i l i t y t h a t an immediate 

s o l u t i o n i n t h i s way i s n o t a v a i l a b l e s e e k W e i n s t o c k ' s agreement 

t o f a l l back p o s i t i o n i n w h i c h | 


i ) K e i t h becomes n o n - e x e c u t i v e p a r t - t i m e c h a i r m a n when 

Morgan a r r i v e s ; 


i i ) K e i t h moves t o p r e s i d e n c y a f t e r 3-6 months. 
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S t a t u s o f Mr Morgan 


A l t e r n a t i v e s R o l l s employee who s e v e r s l i n k s w i t h GEC. 


Secondment from GEC. 


C o n s t r a i n t s Mr Morgan's v i e w s , w h i c h a r e unknown. 


Comment 


U n l e s s Mr Morgan s e v e r s h i s l i n k s w i t h GEC n o - o n e w i l l h ave 

c o n f i d e n c e t h a t any s u b s e q u e n t n e g o t i a t i o n s on d i s p o s a l s o f 

p a r t s o f o r t h e whole o f R o l l s - I i o y c e t o GEC would be on an 

arm's l e n g t h b a s i s . 


C o n c l u s i o n 


I t i s i n t h e i n t e r e s t s o f Government and GEC t h a t Mr Morgan 

s h o u l d s e v e r l i n k s w i t h GEC and he s h o u l d be o f f e r e d a 

s u f f i c i e n t l y a t t r a c t i v e c o n t r a c t t o i n d u c e him t o a c c e p t t h a t . 


Note The employment of Mr Morgan d e r i v e s from t h e Department of 

I n d u s t r y ' s p r o p o s a l t h a t GEC s h o u l d be employed t o p r o v i d e 

c o n s u l t a n c y s e r v i c e s . As p a r t o f s u c h an arrangement GEC would 

p r o v i d e a c h i e f e x e c u t i v e . 


I f t h e u s e of GEC a s c o n s u l t a n t s were t o be abandoned t h e r e would 
be no p a r t i c u l a r r e a s o n f o r employing Mr Morgan e x c e p t t h a t he has 
a good r e p u t a t i o n as a tough e n g i n e e r i n g manager w i t h a 
s u f f i c i e n t l y d i s t i n g u i s h e d r e c o r d as an e n g i n e e r t o command 
r e s p e c t among R o l l s Royce e n g i n e e r s and a p r o v e n r e c o r d a s a 
managing d i r e c t o r . 

R o l l s Royce have employed c o n s u l t a n t s t o f i n d a c h i e f e x e c u t i v e 

and t h e i r work has p r o g r e s s e d t o t h e p o i n t o f i d e n t i f y i n g two 

p o s s i b i l i t i e s , b u t t h e i r q u a l i t y and a v a i l a b i l i t y i s u n c e r t a i n . 
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R o l e o f GEC - Beyond p r o v i d i n g Mr Morgan 


A l t e r n a t i v e s 1 No r o l e . 


2 Employed i m m e d i a t e l y a f t e r Mr Morgan's 

appointment t o p r o v i d e a c o n s u l t a n c y s e r v i c e 

t o R o l l s R o y c e . 


3 Agree w i t h GEC t h a t t h e y would be r e a d y t o 

p r o v i d e s u c h a s e r v i c e t o R o l l s Royce ( o r t o t h e 

Government) a t some l a t e r . s t a g e i f a s k e d , b u t a 

d e c i s i o n on t h i s t o be d e f e r r e d u n t i l R o l l s 

s e v e r s f o r m a l c o n n e c t i o n w i t h t h e NEB a f t e r 

l e g i s l a t i o n . 


Comment 


The Dol a d v i s e t h a t one man cannot come t o g r i p s w i t h t h e 

p r o b l e m s o f R o l l s Royce as q u i c k l y o r e f f e c t i v e l y as a c h i e f 

e x e c u t i v e w i t h t h e b a c k i n g of t h e GEC's top management team a t 

S t a n h o p e G a t e . The employment of GEC would be a good p u b l i c 

j u s t i f i c a t i o n f o r t h e r e m o v a l of R o l l s Royce from t h e c o n t r o l 

o f t h e NEB: P a r l i a m e n t would have no r e a s o n t o t h i n k t h a t t h e 

Dol u n a i d e d would be more e f f e c t i v e t h a n t h e NEB i n c o n t r o l l i n g 

R o l l s R oyce. A j u s t i f i c a t i o n t o P a r l i a m e n t of t h e r e m o v a l of 

t h e NEB i n terms o f t h e breakdown i n r e l a t i o n s between S i r L e s l i e 

Murphy and S i r K e nneth K e i t h and as b e i n g t h e o n l y way o f 

r e t a i n i n g two d i s t i n g u i s h e d p u b l i c s e r v a n t s w h i l e t r u e , i s l i k e l y 

t o l e a d t o t h e same t r e a t m e n t b e i n g sought by B r i t i s h L e y l a n d . 


On t h e o t h e r hand, t h e employment of GEC c o u l d w e l l be s e e n by 

t h e b o a r d o f R o l l s Royce as an e x p r e s s i o n o f no c o n f i d e n c e by t h e 

Government and i f t h e y a c c e p t GEC a t a l l , i t may be o n l y a f t e r t h e 

c h i e f e x e c u t i v e h a s e s t a b l i s h e d h i m s e l f and c o n v i n c e d h i s colleague, 

o f t h e need. 


C o n c l u s i o n 


G i v e n t h a t a d e t e r m i n e d e f f o r t s h o u l d be made t o p e r s u a d e t h e 

R o l l s Royce b o a r d t h a t t h e u s e o f GEC i s i n t h e b e s t i n t e r e s t s 
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o f t h e company, but r e c o g n i s i n g t h a t i  t may be i m p o s s i b l e w i t h o u t 

u n a c c e p t a b l e r e s i g n a t i o n s from t h e R o l l s Royce b o a r d , 


( i )	 s e e k t o s e c u r e S i r Arnold. Weinstocjk's c o - o p e r a t i o n 
i n a l l o f t h e t h r e e p o s s i b i l i t i e s j b u t w i t h 2 and 3, 

i n t h a t o r d e r , b e i n g p r e f e r r e d ; 

( i i ) 	 s e e k W e i n s t o c k ' s h e l p w i t h S i r K e nneth K e i t h i n g e t t i n g 
2 o r , a s a f a l l b a c k , 3, n o t i n g t h a t G E C 1 s r o l e i s 
c o n s u l t a n c y , n ot management. 
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D i s p o s a l s t o GEC 

O p t i o n s 

1 I n a c c o r d a n c e w i t h a n x i e t i e s e x p r e s s e d i n t h e MlSC 22 
Committee, a f i r m d e c i s i o n a g a i n s t s a l e s t o GEC of R o l l s Royce 
i n t e r e s t s . 


2 No n e g o t i a t i o n now, and no commitment t o f u t u r e n e g o t i a t i o n s , 

b u t s t a t e m e n t o f i n t e n t i o n t o r e t u r n R o l l s o r p a r t s of i t t o t h e 

p r i v a t e s e c t o r i n due c o u r s e and r e c o g n i t i o n o f GEC's p o t e n t i a l 

i n t e r e s t i n IMD and n u c l e a r by p r o v i s i o n i n any c o n s u l t a n c y con

t r a c t t h a t i t w i l l n ot e x t e n d t o t h e s e two b u s i n e s s e s so as t o 

a v o i d f u t u r e d i f f i c u l t i e s o v e r c o n f l i c t of i n t e r e s t . 


3 S u b j e c t t o t h e w i l l i n g n e s s of t h e MlSC 22 Committee, e x p l o r e 

w i t h S i r A r n o l d W e i n s t o c k t h e p o s s i b i l i t y o f a j o i n t l y owned 

RR/GEC company f o r i n d u s t r i a l and m a r i n e e n g i n e s , u n d e r GEC 

management. 


Comment 


GEC v e r y much want IMD and p r e v i o u s l y made t h i s a c o n d i t i o n 

w h i c h , s u b j e c t t o M i n i s t e r i a l d e c i s i o n s , Dol o f f i c i a l s had 

i n d i c a t e d s h o u l d be a c c e p t a b l e , and w h i c h t h e y c o n s i d e r e d had 

i n d u s t r i a l l o g i c from t h e UK p o i n t o f v i e w . 


D i s p o s a l has so f a r been r e s i s t e d by S i r K e nneth K e i t h and c o u l d 

be an o b s t a c l e t o h i s c o n c u r r e n c e . 


C o n c l u s i o n 


I n v i e w o f t h e s t r o n g M i n i s t e r i a l a n x i e t i e s on t h i s p o i n t , t o 

s e e k t o s e c u r e GEC c o - o p e r a t i o n t o c o u r s e 2 above, p l u s t h e 

n u c l e a r d e c i s i o n , and an a s s u r a n c e t h a t t h e i r r o l e i n RR w i l l n ot 

w e i g h a g a i n s t them i n any f u t u r e a c q u i s i t i o n t h e y may e n v i s a g e . 

(The l a s t o f t h e s e i s c r u c i a l t o GEC, b u t t h e y s h o u l d n o t be 

g i v e n any commitment on BAe where t h e r e a r e s t r o n g arguments 

a g a i n s t : C a b l e and W i r e l e s s i s a p o s s i b i l i t y , but no more t h a n 

t h a t . ) 


The p o s s i b i l i t y o f c o u r s e 3 i s t o be p u t t o t h e MlSC 22 Committee 

as a compromise. 
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O t h e r P o s s i b i l i t i e s f o r S i r K e n n e t h K e i t h 


O p t i o n s 


1 P u b l i c r e c o g n i t i o n . 


2 V i c e - c h a i r m a n s h i p o f GEC. 


3 C h a i r m a n s h i p o f C a b l e and W i r e l e s s . f 


4 A w i d e r a e r o s p a c e r o l e . 


Comment 


K e i t h wants p u b l i c r e c o g n i t i o n : he w i l l want i t even more i f 

he i s n o t t o be s e e n a s h a v i n g f a i l e d a t R o l l s Royce. 


O t h e r a p p o i n t m e n t s c o u l d be p a r t o f t h a t p u b l i c r e c o g n i t i o n . 


The V i c e - c h a i r m a n s h i p o f GEC h a s been o f f e r e d t o u s by S i r A r n o l d 

W e i n s t o c k , b u t t h i s p r o b a b l y f a l l s i f t h e IMD p o s s i b i l i t y i s not 

f o r n e g o t i a t i o n . O t h e r M i n i s t e r s may have been a n x i o u s about i t  . 


The C h a i r m a n s h i p o f C a b l e and W i r e l e s s i s a much s m a l l e r j o b , 

bu t e x t r e m e l y i m p o r t a n t and d i f f i c u l t f o r t h e n e x t two y e a r s . 

The new Chairman has t h e t a s k o f s w i n g i n g a h o s t i l e b o a r d round 

t o a changed v i e w on d i s p o s a l s , t o con d u c t v e r y d i f f i c u l t b u t 

c r u c i a l n e g o t i a t i o n s w i t h o v e r s e a s Governments about c o n c e s s i o n s , 

and manage a s a l e o f s h a r e s i n Hong Kong and t h e UK. K e i t h h a s 

many o f t h e q u a l i t i e s f o r a j o b of t h i s k i n d . 


K e i t h c o u l d be one of t h e two pr o p o s e d Government nominees on 

t h e p r i v a t i s e d BAe b o a r d , b u t t h e DoT a r e a g a i n s t Government 

d i r e c t i o n i n B r i t i s h A i r w a y s . The p o t e n t i a l f o r a w i d e r r o l e i n 

a e r o s p a c e i s t h e r e f o r e l i m i t e d . 


C o n c l u s i o n 


K e i t h c o u l d be u s e f u l w i t h C a b l e and W i r e l e s s and t h e j o b i s 

i m p o r t a n t . I t does not match h i s a s p i r a t i o n s b u t t h e o f f e r c o u l d 

h e l p t o r e a s s u r e him even i  f he d i d not a c c e p t i t  . 


T e l l S i r A r n o l d W e i n s t o c k t h a t a V i c e - c h a i r m a n s h i p f o r K e i t h on 

h i s b o a r d i s n o t wanted. 
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