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The Report by the Chairman of the Interdepartmen ici
Group on BL's Cgrporate Plan is circulategaas E(§S§1£$f1<:1al
The Report and its conclusions are summarised in paragraphs
3=22; and attached to the Report at Annex A is a Report by
a sub=group under Treasury Chairmns k

- hip dealing with the
effects of a decision to close BL's car operations,

) The majority of the Group recommend that we should

endorse the Plan, and commit at least the first year's funding

with provisional approval for the second. The costs of this

(and the other options considered) are set out in Annex A

If in both cash and Survey prices. The issue revolves — as it
has always done - around the prospects for the volume cars part

p— of BL. There are three views on this:

a) The majority view is that there is a reasonable

c t no more, of the Plan's carrying BL

thhilggz}’l ‘Eg a positién by the mid-1980s which (though 185
short of full commercial viabillty).wﬂl enable

the Govermment to be relieved 9f primary resggn;

sibility for funding and conceivably en.ablel shage-

attract major collaboration or even externa LR

holding. On this basis, particularly in gle L. 7
the even heavier PSBER and wider socmleazxomrigz ]
consequences of the altermative qlgiu{e' ’

¥ we should approve the Plan in princip

1im
The second view holds that the ‘.’hancesd?g;i:s;d: 148
but not necessarily to be immediately

: . issolution now are
r But since the objectitss Xotglapprove the crucial

very strong, and a refusa d precipitate dis-
id— amme would D e pro- 149

sotutfon, ‘we Showts gn this vier SPECE NG |

i the o 3 earlies

ggszmls grci;v :g'thgz{t?o extract }tsgj}gniz zli}esuccess

possible moment or, if ﬁﬁecii%mmue with the programme. 150

' e actually materialises,

- SRR
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third view, the chances of succe

3 o : S8
c) Cs)g.li;lhihat the risk is not worth taking; angrf,, &5
should therefore move immediately to dissolution
i ither (a) or (b) abov A
the views at el o st :
gction is Sﬁe same: we should approve the Plan in pl"inc]{;nfgdlate

] ; s discussed below); but BL wo

(subject tofi(';?eﬂllisgle-obability of early di$solutio‘§1§fb‘§h‘°°1d
spects do not improve sgbstant;allb.r dgrlng 1981, doen

Itjale‘ZcL)j.Ie)ve the second course 1S fea51b;e£ either the BL nanagegt
would resist such 2 remit to the p}c;lnd of resigation, o weent
hould find ourselves naving to take decisions at veriaie 0
s endorsement of the Plan, and either management op i 1abh
g}gce would react in a way that made inevitable the i

; licy was intended to . VETY dige

solution of BL which the po Y avoid,

i cannot‘fee].. confident gf tl;e iarosPeCTaS.for Success,
BL's financial projections are particularly sensitive to tpe
exchange rate. An exchange rate path, say, 10% higher or 1oye
than that assumed (which is in lme with Treasury thmking) Woulg
make, on & crude calculation, a d;fference of some £1 billion
in t}’1e sums required over.the period of the Plan: the higher
path would in fact undermine the Plan completely. On the other
hand, apart from the serious eff{ects of the exclpange rate and
other" economic conditions on their performance in 1980, BL have
made some important progress in the last year. In particular,
their success in bringing out the Metro on time and to cost,
and its very favourable reception, would make it difficult to
withdraw, without good cause, the support we I_lave continued so
far. Moreover, despite the recent threat of industrial action
over the national pay award, Sir Michael Edwardes' threat of
closing the BL Cars operation did in fact secure a withdrawal
from the extreme position adopted by the unions.

5 These factors, together with the even more appalling cost
of closure in terms of the PSBR and the wider social é.md -
consequences, including the effect on component suppliers,

lead me to the view that we should continue to support the .
Plan despite its heavy public expenditure cost. In termso
employment, there are costs to be borne either way. Evego jobs
if we support the plan, there will still be a further 6’531‘5
lost in BL Cars by demanning in the next two ying y
and the financing of the programme by taxation or borrogut the
will put at risk more jobs elsewhere in the economy-. diate
alternative option of dissolution would mean the 1mme 1135 in
and geographically concentrated loss of some 69,000 3Osupp1yiﬂ6
BL Cars, perhaps another 70,000 in the components and
industries in the next two years, and still more jobS .
at risk elsewhere in the economy by the need to finenc
the even higher PSBR cost of this dissolution option.
employment grounds, therefore, the short-term balaﬂlc:iaﬂ. I
likely to be strongly in favour of Supporting.the decided
Tecognise that there would be some advantage if i stretched’
to close BL Cars, but at a time when the PSBR i8 59 %0 ying

put

and when the company

when employment is so hi : BEe
in the Plgit direction, %hcannot recommend this AP

: inforce
6 There is a further general point which relﬁdminlste

this, As a Governme evious i
% nt we have adopted the pr s hilitye 3
ration's policy of attempting to restore BL O Vlabl; one 1°

have adopted ang backed Si i He h& 1d
: Sir Michael EdwardesSe it wou
wrong in the public eye and many things right; arilg nowe

be politically extremely aifficult not to back B

2
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we would face a difficult g4
. dilemms i
of Br, L has e, Vere not

the corporate Plan until the launch of the hﬁg!‘ees to fund

in spring of 1983 (ie for the
:;é to accept BL's strategy for Iand

7ticular importance:

i)

ii)

medium-sizeq

next two financia] years)

Rover, ja ’

This brings me to three Subsidiary issues of pa
Tt

whether we should
of Iand Rover: Because sale of

Substantial i
loan stocks, the net proceeds of an egﬁg;‘l’;‘a’{sm

would be small., Moreover Sir Mi

has made it very clear to me thatcgzevlvoﬁgaig‘?s
himself accept an enforced sale of land Rover
ug,lnly because he sees the company as a potentiall
vital balt.to attract other car manufacturers intoy
collaborative arrangements with BL which could help
to resolve the volume cars problem for the longer
term. Reluctantly, I accept this position; though
I propose that we should tell Sir Michael Edwardes
(though not announce) that we continue to favour a
sale of Iand Rover in 1982 or thereafter if the
conditions then favour it and if the company's

use as bait for a wider collaboration has not by
then materialised.

disposal of Jaguar: the case for seeking another
company willing to take on responsibility for Jaguar
is not that it would save us PSER costs (for it would
probably not, since the company's recent and pros-

pective losses and its large requirements for invest-

ment would almost certainly require us to give a
substantial "dowry"), but that the future of the :
company could be better assured in other managemgn
hands. This is an attractive argument, but f;{‘ s:vo
reasons I do not think we should pursue :’Lf:'l %_g .
we can only establish whether therg is i;ee an e
a taker by putting the company up 01‘12 im’evitably
there proved to be no taker, ’gh}s wou o ma
become known and help to precipitate ah:‘)s =g

the company's market. Second, and pgiog e
conclusive, is the firmly held_OPPOS_n et would
e Edv’vardes who has male e ibed above, to
not be prepared, for 20 o ek dss}cli; managemer’xt
accept an enforced disposal agains

Judgment .
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AE ;0 be attached to approvaj.
i Condltlg‘?icggls recommends that approVaEhe
Report of o the form of an endorsement of tye
should be 1n iple, including the central Iy
Plan in pr1nca§me’ with a firm commitment fop
mid-car progr_m the first year and a Provisiona]
expendl’“‘l;er the second. This would be subjest
approval 1o continuous monitoring and a reviey
not only to 's Corporate Plan at the end of 1gg;
of next year letter which Sir Michael Hiwardes ’
b, 8180 Eoeied to send expressing the Boardrg
has volun f; review the Plan if there were a majop
mt‘.antlon 2 other change in circumstances which
strike or anyr objectives of the Plan unachievaple,
ol Ta'gger on these lines in relation to lagt
iy e i which can be held to have Successfully
gaswta & an ior industrial relations disruption
A m?t’Jcould be argued that the Plan should
Ak I"chdrawn when it became clear this
T gi could not meet its profit forecast,
R . & heni,.Sir Nichael ivardes did, in
ikl Mi iéters a chance earlier this year
= i withdraw the Plan. Moreover he has
L oh's main objective of not asking the
A i ore than £300 million in 1980.
gogTigznfgcﬁ attracted by the idea of imposing more
A - iti relating par-
specific, though prlvati’oi'orgtvtv;o?f‘ouble—magers
fpiguiarly o The remogz Sir Michael Edwardes has
= e sboptiﬁiwile' will take appropriate oppor-
R of trouble-makers, as he did in
tunities to dispose P 1 Rone™ 0 I
the case of Mr Robmsgn B O Al o T omahr i
recent dlsmlss_al of s Opth re in late Novembers He
g dlStuI“banc: ec('alfic condition, and on on
would however resista sp chould accept a letter g
balance I conclude that w‘ih most worthwhile d emon
the lines he proposes as the
stration of conditionalitye. omercial
5 for the C 3
Although the funding requested makes prg‘c’)és;g? fjnalj:sed their
vehicles side (Leyland Group), BL haV*?ew that early 1B ;etween
Plan on this and we shall need to revi 6 collaboration Vet
The possibility of a major comprel}ensn.vhicle manufacturets
Leyland Group and another commercial \f,‘eBL'S +hinkinge
one can be found, is very much part o

ent
s for menaée .

Ley-7 ial
BL Carsy pficY
purposes into four separate businesses, namely nly be P

8 BL propose to split their operation

: T .0 s
Group, Iand Rover and Unipart. This would_bnghe petter pit :
managerially but would also help to prOteguld also Uﬁll‘g elco®
if eventually the worse parts fail. It W ure we shov

easier to sell them in due course. I am S

this move,
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The shares of BL are sti
) cent view is that we shouls anniingzlghby th
pr res to the Secretary of State When we e tp
the Corporate Plan. This woyig match thnne
ady taken on.Rolls Royce (1971) Liniteq a
with the monitoring arrangements for BL whiéhand
forces The Board of BL are content fop BUCH & i‘e
place after enactment of the current Industry Eiﬁl

I recognise that funding tpe
vlq(e)lcome public exggngnure and PSER impﬁ?;‘t?i;smaaortgnd Une
in 1981=82 and 1982-83., These are unavoidah) e wﬂe’}c)?lr o
the Plan or not, and much heavier in theshort ot er we fung
dgissolution option. _The Plan woulg involve ap add-?’.‘der the
£620 million (£425 million in 1980 Survey prices) itional
and £370 million (£271 million in Syurvey prices) t}ﬁ; ;9?1-8_2,
ear. I cannot make offsetting économies within o’che0 owing
industrial programmes. I recommend t erefore that tn T
should be found from the unallocateq €se sums

7 Contingency R
the figure for the second year shouyld be regardgd zzegg‘/?gciimt]ﬁt

In order to ease the Government's Publie o

BL hopes to arrange increased short term fagi?gggefﬁggb%;gs
banks to tide it over the first three months of 1981 in order
to avoid additional pressure on the P i

meant that their 1981

reduced.

9

11 We shall need clearance from the Buropean Commission
if we do a,

gree further funding for BL. Given the large sums
;-;;glvetll, hard bargaining may be needed to obtain Commission
oval,

éz? BL Neither the provision of funds for BL nor the transfer
Secto; from the NEB would have any consequences for public ;
ine T manpower, A closure of BL Cars, however, would lead to
g;aSEd Pressure on certain local offices of the Departments
Ployment and Health and Social Security.
13 . .

BL performan oubtedly shovn material im-
i’ﬁ’ﬁe’!’ent ; §ome°impo§faﬁisa¥2§s in 1980. A central faCtgﬁ %_n
Sir M'lmprovement has been the conviction of the work{orce a
Qs 1Cha?l Edwardes would not be afraid to close BL sldcagi
reStr:;ﬁ l? t;‘le esd aross ButE thesggvﬁignh?el:t :'Zg benrelied
on o i . elieve C i
mm}:o Sustain th?sdggﬁgisgionIig 1981, and abide by the commit

®rlying the letter he has offered to send.
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In summary, T therefore recommend :

ould approve the BL Corporate p

O inciple, together With the TNM10 mid-cay
rogramme, with a firm comml@ment for fuﬂding
gor the first year of £620 million (£425 mi11on
at 1980 Survey prices) and provisional approya)
for the second year of‘£370 mllllgn (£271 million
at Survey prices), subject to review of next
year's Corporate Plan and to the receipt of a
letter from Sir Michael Edwardes sett;ng out the
Board's intention to review the Plan if there
were a major strike or a significant change in

other circumstancesj;

in both cash

Cash Survey
9698 737

940 712
2020 1492
2930 2155
1097 830

70

310

503
62
90

that we should not press for immediate disposal

of the Leyland Group, Land Rover or Jaguar, but
that BL should be told that we st111.favour a
disposal of Iand Rover at an appropriate time
from 1982 onwards, if by then the company has not
been used as part of a wider collaborative package;

89

Cash Survey
.29

100
450
730

234
459
712
258

that the shareholding should be transferred from
the NEB to the Secretary of State;

320
635
353

that we should approve BL's proposed reorganisation
into four separate businesses; and

that detailed questions on private finance etc
should be resolved between myself and the Chanceller

of the Exchequer.

Survey Cash Survey
408
ile8
482

(provisional)
Cash

PSBR
PE
P

Department of Indust
15 December 1980 R

This Annex sets out the costs of the various options contained in E(80Y 141

and 1980 Survey Prices
Plan with closure
Leyland Group Plan

Jaguar alone

Funding Cars Plan PE
Munding BL Cars

Funding the Plan (PEL)
Closing BL Cars
including Jaguar
Closure Jaguar

1VILN3QIINOD

CONFIDENTIAL




	CAB 134 4447 (393)
	CAB 134 4447 (394)
	CAB 134 4447 (395)
	CAB 134 4447 (396)

