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FUTURE OF THE NATIONAL ENTERPRISE BOARD 
1 We a r e d i s c u s s i n g t h e f u t u r e o f t h e N a t i o n a l E n t e r p r i s e Board 
i n MISC 22 on 15 November. I a t t a c h t h e p a p e r summarizing t h e 
p o s i t i o n h u t t h i s i s n e c e s s a r i l y i n c o m p l e t e b e c a u s e we do n o t 
y e t know what w i l l happen a t t h e m e e t i n g of t h e TUG Economic 
Committee on Wednesday morning. J i m P r i o r and I met D a v i d B a s n e t t 
e a r l i e r t o d a y and he i s u n l i k e l y t o a c t p r e c i p i t a t e l y tomorrow. 

2 The p r e s e n t p o s i t i o n i s t h a t we have s e c u r e d t h e agreement 
of S i r Kenneth K e i t h t o l e a v e t h e C h a i r m a n s h i p of R o l l s Royce 
e a r l y i n t h e New Y e a r and we have s e c u r e d t h e agreement of S i r 
F r a n k McFadzean t o r e p l a c e him. We have not found a way of 
a c h i e v i n g our p r e f e r r e d s o l u t i o n f o r GEC t o a s s i s t i n soifelng out 
R o l l s R o y c e ' s p r o d u c t i o n and f i n a n c e p r o b l e m s . I have t o l d t h e 
NEB Board t h a t we i n t e n d t o remove R o l l s Royce from t h e i r j u r i s d i c t i o n 
a s soon a s we o b t a i n t h e powers t o a r r a n g e t h i s . Our i n t e n t i o n in 
t h i s r e s p e c t h a s now become p u b l i c knowledge a s h a s t h e i n t e n t i o n 
of t h e NEB t o r e s i g n en masse i f we go ahead w i t h our p l a n . 

3 What i s a t i s s u e i n t h e p r e s e n t s i t u a t i o n i s , on t h e one hand, 
t h e p o s s i b l e r e p e r c u s s i o n on t h e NEDC of our g o i n g ahead w i t h our 
p r o p o s a l s and, on t h e o t h e r , t h e c e r t a i n t y t h a t we s h a l l do 
c o n s i d e r a b l e damage t o our c r e d i b i l i t y o v e r a r a n g e of i s s u e s i f 
we a r e s e e n t o back down i n t h e f a c e of t h e t h r e a t of t h e NEB t o 
r e s i g n . 

I am c o p y i n g t h i s minute t o t h e o t h e r members of MISC 22, t o S i r 
R o b e r t A r m s t r o n g and t o S i r K e n n e t h B e r r i l l . 

" 1 3 November 1979 

Department of I n d u s t r y ( a p p r o v e d by t h e S e c r e t a r y of 

Asndown House S t a t e and s i g n e d i n h i s a b s e n c e ) 
123 V i c t o r i a S t r e e t 
London SW1 
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THE FUTURE OF THE NATIONAL ENTERPRISE BOARD (NEB) 


NOTE BY THE SECRETARY OF STATE FOR INDUSTRY 


1 I r e f e r r e d i n my p a p e r (MISC ( 7 9 ) 1) t o t h e r i s k o f r e s i g n a t i o n s 
from t h e Board o f t h e NEB i n d e a l i n g w i t h t h e R o l l s Royce (RR) 
i s s u e . The B o a r d o f t h e NEB have now made c l e a r t h e i r i n t e n t i o n 
t o r e s i g n i f t h e Government p r o c e e d w i t h t h e i r p r o p o s a l t o remove 
RR from NEB o w n e r s h i p . 

2 The Chairman of t h e NEB h a s "been a c t i v e i n s e e k i n g s u p p o r t 
f o r h i s p o s i t i o n and t h e G e n e r a l S e c r e t a r y of t h e TUC h a s a d v i s e d 
u s t h a t t h e r e i  s p r e s s u r e from p r e s e n t and p a s t t r a d e u n i o n members 
of t h e NEB f o r t h e TUC t o w i t h d r a w from c o o p e r a t i o n i n t h e N a t i o n a l 
Economic Development C o u n c i l and t h e v a r i o u s Economic Development 
Committees. 

E v a l u a t i o n o f t h e NEB P o s i t i o n 

5 The NEB r e c o g n i s e t h a t , i f RE i s w i t h d r a w n from i t s o w n e r s h i p , 

t h e B o a r d o f t h e B r i t i s h L e y l a n d ( B L ) w i l l p r e s s v e r y h a r d f o r t h e 

same t r e a t m e n t . They may a l s o r e c o g n i s e t h a t , i f a c h o i c e h a s t o 

be made between t h e l o s s of t h e BL Board and t h a t of t h e NEB on 

t h i s i s s u e , I would have t o choose i n f a v o u r o f t h e BL B o a r d . 


4 W h i l e some of t h e i n d u s t r i a l members of t h e NEB Board a p p e a r 

r e a d y t o e x e r t a r e s t r a i n i n g i n f l u e n c e on S i r L e s l i e Murphy i n 

h i s p u b l i c c r i t i c i s m s o f RR and c o m p l a i n t s about l a c k o f Government 

s u p p o r t o v e r t h e l a s t y e a r , t h e y w i l l f e e l an o b l i g a t i o n t o r e s i g n 

w i t h him. 


The P o s i t i o n o f B r i t i s h L e y l a n d 

5 I n l o g i c BL s h o u l d not be p a r t o f t h e NEB; a company of i t s 

s i z e needs a b o a r d o f t h e h i g h e s t c a l i b r e and s u c h a b o a r d w i l l 

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

We a r e f o r t u n a t e i n t h e c a s e o f BL i n h a v i n g a b o a r d o f t h e n e c e s s a r y 

c a l i b r e and I am a d v i s e d t h a t t h e r e had been s t r o n g p r e s s u r e from 

w i t h i n i t s membership f o r a d i r e c t r e l a t i o n s h i p w i t h t h e Department 


/ w e l l b e f o r e . 
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w e l l b e f o r e we took our d e c i s i o n on RE. 


6 I s h a l l n e v e r t h e l e s s s e e k , i n t h e i n t e r e s t s o f compromise, t o 

p e r s u a d e t h e b o a r d of BL when I meet them l a t e r t o d a y t o a c c e p t 

c o n t i n u a t i o n of t h e NEB s h a r e h o l d i n g on t h e grounds t h a t t h e 

s p e c i a l c o n s i d e r a t i o n s f o r a d i r e c t Government s h a r e h o l d i n g i n RR 

do not a p p l y i n t h e i r c a s e . I t must be e x p e c t e d , however, t h a t 

t h e y w i l l p r e s s t h e i r c a s e h a r d and I c o n s i d e r i t e s s e n t i a l t o 

r e t a i n t h e s e r v i c e s of t h i s b o a r d . 


A New Chairman f o r R o l l s Royce 
7 S i r F r a n k McFadzean r e m a i n s w i l l i n g t o a c c e p t t h e C h a i r m a n s h i p 
of R o l l s Royce but i s s t r o n g l y r e s i s t a n t t o any compromise w i t h 
t h e NEB. He had i n d e p e n d e n t l y , a s a member of t h e board of RR 
d u r i n g r e c e n t weeks, r e a c h e d t h e c o n c l u s i o n t h a t t h e r e l a t i o n s h i p 
w i t h t h e NEB was wrong, and he s h a r e s S i r K e nneth K e i t h ' s a p p r a i s a l 
of t h e C h a i r m a n s h i p of t h e NEB. 

P o s s i b l e Compromises 

8 I have r e v i e w e d s e v e r a l p o s s i b l e compromises:

a.	 a r r a n g e m e n t s f o r t h e NEB t o r e t a i n a shareholding 

i n RR c a r r y i n g s p e c i a l r i g h t s ; 


b.	 l e a v i n g RR i n t h e NEB b u t w i t h S i r F r a n k McFadzean 

t a k i n g t h e c h a i r m a n s h i p o f t h e NEB when S i r L e s l i e 

Murphy r e t i r e s a s w e l l a s t h e c h a i r m a n s h i p of RR; 


c .	 a range of p o s s i b l e d e v i c e s f o r d e f e r r i n g a d e c i s i o n 

p e n d i n g a r e v i e w and i n t h e meantime i n s u l a t i n g t h e 

p r e s e n t C h a i rman of t h e NEB a s f a r a s p o s s i b l e from 

t h e a f f a i r s o f RR and BL. 


9 I  t "is h a r d t o see how t h e f i r s t o f t h e s e c o u l d be f o r m u l a t e d 

i n a way t h a t would be a c c e p t a b l e b o t h t o t h e NEB and t o S i r F r a n k 

McFadzean. The second would o v e r l o a d S i r F r a n k McFadzean; t h e 

problems of RR a r e so g r e a t t h e y need h i s u n d i v i d e d a t t e n t i o n . 

W h i l e a t an e a r l i e r s t a g e he h i m s e l f r a i s e d t h e p o s s i b i l i t y o f t h e 

d u a l r o l e , t h i s was on t h e a s s u m p t i o n t h a t S i r L e s l i e Murphy would 


/ l e a v e t h e . . . 
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l e a v e t h e N E B ' q u i c k l y , a p o s s i b i l i t y we must d i s c o u n t . The t h i r d 

r a n g e of p o s s i b i l i t i e s a l l s u f f e r from t h e d i s a d v a n t a g e s of c o n t i n u i n 

a r u n n i n g s o r e and of d i s t r a c t i n g t h e t o p managements o f E E and EL 

from t h e i r c e n t r a l t a s k of i m p r o v i n g t h e p e r f o r m a n c e of t h e i r 

c ompanies. 


10 Moreover, f a c e - s a v i n g compromises o f t h i s k i n d would be s e e n 
a s a s u r r e n d e r by t h e Government t o t h e p r e s s u r e s t h a t t h e NEB 
had been a b l e t o b r i n g t o b e a r on them and t h e r e would be no 
o f f s e t t i n g b e n e f i t t o p u b l i c f u n d s t h r o u g h improved management of 

RE or BL. 


The C o s t s of P r o c e e d i n g a s P r o p o s e d 
11 I f we p r o c e e d and i n consequence t h e NEB b o a r d r e s i g n , t h e 
r i s k s we r u n a r e : 


a a t t a c k s by t h e ex-Chairman of t h e NEB on E E management 

and on t h e p r e v i o u s and p r e s e n t h o l d e r s of my o f f i c e f o r 

not d i s m i s s i n g S i r K e n n e t h K e i t h ; 


b t h e p o s s i b l e l o s s o f TUC i n v o l v e m e n t i n t h e NEDC and 

i t s Committees; 


c c o n c e i v a b l y , some w o r k e r r e a c t i o n i n E E o r BL. 


12 The f i r s t c o u l d be damaging t o t h e b u s i n e s s of ER and c o u l d 
be p u r s u e d w i t h b i t t e r n e s s . The p e r s o n a l i t y element i n t h e 
c r i t i c i s m s would make t h e i s s u e s of p a r t i c u l a r i n t e r e s t t o t h e 
p r e s s and t h e PAC ( o r some o t h e r P a r l i a m e n t a r y Committee) might 
mount a d e t a i l e d i n v e s t i g a t i o n e x t e n d i n g o v e r a c o n s i d e r a b l e p e r i o d . 
But p a r t o f t h e damage h a s a l r e a d y been done. Moreover S i r L e s l i e 
Murphy w i l l b r i n g upon h i m s e l f much c r i t i c i s m t o o . 

13 We c a n h e l p t h e G e n e r a l S e c r e t a r y of t h e TUC by d e f e r r i n g a 
d e c i s i o n u n t i l a f t e r t h e m e e t i n g o f t h e TUC Economic Committee on 
1 f i November, by making c l e a r t h a t any a r r a n g e m e n t s f o r t h e management 
of RE and BL s h a r e h o l d i n g have no r e l e v a n c e t o t h e i s s u e of r e t u r n i n g 
t h e companies t o t h e p r i v a t e s e c t o r , and by making c l e a r t h a t our 

/ d e c i s i o n . . . . 
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d e c i s i o n i s not b a s e d upon judgements on t h e competence of t h e 

NEB. W i t h d r a w a l of t h e TUC from NEDC a c t i v i t y would be s e e n a s 

d i s p r o p o r t i o n a t e t o t h e magnitude of t h e i s s u e . 


14 W h i l e t h e NEB h a s made w a r n i n g n o i s e s about w o r k e r t a c t i o n 

i n RR and BL, t h e managements of b o t h companies d i s c o u n t t h e 

l i k e l i h o o d of any s i g n i f i c a n t w o r k e r o p p o s i t i o n t o t h e r e m o v a l 

of t h e i r companies from t h e NEB. I f t h e t r a d e s u n i o n movement 

were, however, t o make t h i s a m a j o r i s s u e , t h e r i s k o f s t r o n g 

w o r k e r o p p o s i t i o n i s o b v i o u s l y i n c r e a s e d . E v e n so RE do not f o r e s e e 

s i g n i f i c a n t s t r i k e a c t i o n and I s h a l l be t a k i n g f u r t h e r s o u n d i n g s 

of BL. 


C o n c l u s i o n 
15 I am m y s e l f s t r o n g l y opposed t o c o n c e d i n g t o t h e p r e s s u r e s 
b e i n g p l a c e d upon us by t h e NEB B o a r d but I s u g g e s t we t a k e a 
f i n a l d e c i s i o n a t our m e e t i n g f o l l o w i n g a f i n a l a s s e s s m e n t of t h e 
TUC i m p l i c a t i o n s o f a d e c i s i o n t o p r o c e e d . 
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