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PRIME MINISTER 


BRITISH LEYLAND 


Thi s minute i s t o warn you and c o l l e a g u e s of i m p o r t a n t developments 

which w i l l occur next week. 


Recent press r e p o r t s though i n a c c u r a t e i n d e t a i l are g e n e r a l l y 

w e l l - f o u n d e d . M i c h a e l Edwardes has t o l d me t h a t on Monday 1 0 t h 

September, t o c o i n c i d e w i t h p u b l i c a t i o n o f BL's H a l f Y e a r l y R e s u l t s , 

he w i l l be t e l l i n g t h e w o r k f o r c e t h a t t h e company's chances of 

s u r v i v a l are s l i m w i t h o u t t h e b o l d e s t a c t i o n on p r o d u c t i v i t y , 

p r o d u c t development and t h e r a t i o n a l i s a t i o n o f p r o d u c t i o n f a c i l i t i e s . 

He w i l l announce i n p a r t i c u l a r t h a t t h e BL Board propose t h a t 


car assembly should be c o n c e n t r a t e d a t Cowley and a t 4 p r i n c i p a l 


s i t e s i n t h e West Midla n d s , Longbridge, Browns Lane, Common Lane 


and S o l i h u l l . Canley ( C o v e n t r y ) w i l l be c l o s e d and Abingdon w i l l 

s . 


c a r r y out non-assembly a c t i v i t i e s f o r t h e Cowley p l a n t . The 


major component p l a n t s a f f e c t e d are C a s t l e Bromwich,^ which w i l l 


cease many of i t s c u r r e n t a c t i v i t i e s , and t h e r e w i l l be a s i g n i f i 


cant r e d u c t i o n i n f o u n d r y a c t i v i t y a t West Y o r k s h i r e and T i p t o n . 


The r e m a i n i n g Speke p l a n t w i l l n ot be c l o s e d a l t h o u g h t h e r e w i l l 


be some r e d u c t i o n i n e x i s t i n g a c t i v i t i e s w i t h c o n s e q u e n t i a l 


redundancies. The f u t u r e o f a number of o t h e r p l a n t s i s b e i n g 


r e v i e w e d , i n c l u d i n g t h e assembly p l a n t a t Seneffe ( B e l g i u m ) . 


Commercial v e h i c l e a c t i v i t i e s w i l l be c o n c e n t r a t e d a t L e y l a n d , 


Glasgow and Bathgate. The c l o s u r e of t h e bus p l a n t a t Park Royal 

/ i n N o r t h London... 
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i n N o r t h London w i l l be announced on 10th September. The t o t a l 


BL w o r k f o r c e w i l l be c u t by a t l e a s t 25,000 as a r e s u l t o f 

these p l a n s over t h e next two y e a r s . 


The i n t r o d u c t i o n w i l l be a c c e l e r a t e d o f t h e new medium car range 


t o combat t h e d e c l i n e i n market share. The M i n i Metro (LC8) 


w i l l be launched as planned i n 1980; t h e new Honda car (LC9) 


w i l l be manufactured a t Cowley and i n t r o d u c e d i n 1981; t h e LC10 


which w i l l r e p l a c e t h e e x i s t i n g Marina and Maxi, w i l l be produced 


a t Longbridge f o r l a u n c h i n g i n 1982 and a l a r g e r v e r s i o n w i l l be 


made a t Cowley f o r i n t r o d u c t i o n i n 1984. Apa r t from t h e LC8 a l l 


these p r o p o s a l s are s u b j e c t t o NEB and Government a p p r o v a l . 


The Board w i l l o n l y be s u b m i t t i n g these p r o p o s a l s t o t h e NEB and 


me i  f t h e y are convinced t h a t w o r k f o r c e c o o p e r a t i o n can be secured. 


The r e s u l t s of d i s c u s s i o n s w i t h t h e w o r k f o r c e w i l l be f o r m a l l y 


assessed by t h e BL Board i n mid-October. 


I expect t h a t S i r Micha e l w i l l i n d i c a t e h i s Board's view t h a t 


n o t w i t h s t a n d i n g these a c t i o n s ( i n d e e d t o some e x t e n t because o f 


the c o s t o f them) t h e company w i l l r e q u i r e a d d i t i o n a l funds beyond 


th e £225m s t i l l r e m a i n i n g o f t h e £1000m which our predecessors 


had i n p r i n c i p l e committed t o BL. I have made i t c l e a r t o L e s l i e 


Murphy and Mi c h a e l Edwardes t h a t p r o p o s a l s f o r p u b l i c f u n d i n g 


of up t o £225m w i l l have t o be f u l l y j u s t i f i e d i n t h e Pl a n and 


t h a t any p r o p o s a l f o r t h e p r o v i s i o n o f p u b l i c funds beyond t h a t 


amount would p r e s e n t me and c o l l e a g u e s w i t h g r e a t d i f f i c u l t y . 


I have asked t h a t t h e scope f o r r a i s i n g money from BL reso u r c e s 


/ s h o u l d be.... 
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should be t h o r o u g h l y c o n s i d e r e d . 


At my r e q u e s t t h e company and t h e NEB are examining t h e i m p l i c a t i o n s 


of s e v e r a l o p t i o n s ( i n c l u d i n g no more p u b l i c money) t o enable 


us t o form t h e c l e a r e s t p o s s i b l e p i c t u r e of t h e r e a l i s t i c 


a l t e r n a t i v e s open t o Government. T h i s separate e x e r c i s e should 


not become p u b l i c knowledge. 


There i s no immediate cash c r i s i s a t BL and d e c i s i o n s about 


f u n d i n g do n o t have t o be t a k e n u n t i l we have r e c e i v e d t h e i r 


new Corporate P l a n from t h e NEB i n November. I want t o keep an 


open mind u n t i l t h e n and n o t g i v e t h e i m p r e s s i o n of h a v i n g a l r e a d y 


t a k e n d e c i s i o n s on t h e q u e s t i o n of f u r t h e r f u n d i n g . I would ask 


c o l l e a g u e s t o bear p a r t i c u l a r l y i n mind t h a t any p u b l i c statements 


capable o f b e i n g i n t e r p r e t e d as meaning t h a t no f u r t h e r funds 


may be f o r t h c o m i n g c o u l d produce a c r i s i s of c o n f i d e n c e amongst 


BL's bankers, o t h e r c r e d i t o r s and d e a l e r s w i t h p o t e n t i a l l y v e r y 


s e r i o u s consequences f o r t h e company. 


There i s c l e a r l y g o i n g t o be a b i g storm n e x t week. I t h i n k 


we should remain as a l o o f as p o s s i b l e f r o m t h i s and say t h a t we 


are not i n a p o s i t i o n t o approach any d e c i s i o n u n t i l BL's f i n a l 


p r o p o s a l s have been co n s i d e r e d by t h e NEB and, amended o r n o t by 


t h e NEB, put t o us. I s h a l l p o i n t out t h a t even under t h e p r e v i o u s 


A d m i n i s t r a t i o n t h e r e l e a s e of f u r t h e r funds was t o be c o n d i t i o n a l 


on t h e assessment of performance and f u t u r e p r o s p e c t s and t h e r e 


i s no q u e s t i o n o f t h e Government b e i n g d i v e r t e d from i t s i n t e n t i o n 


/ o f t a k i n g such 
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of t a k i n g such time as i s necessary t h i s Autumn t o c a r r y out 


a thor o u g h and d i s p a s s i o n a t e r e v i e w of t h e company's needs i n 


the new circumstances i n which i t f i n d s i t s e l f . 


I am c o p y i n g t h i s minute t o t h e C h a n c e l l o r of t h e Exchequer, 


the S e c r e t a r i e s of S t a t e f o r Employment, Trade and S c o t l a n d and 


S i r John Hunt. 


K.J. 
7 September 1979 

(approved	 by t h e S e c r e t a r y o f 

S t a t e and signed i n h i s absence) 


Department of I n d u s t r y 
Ashdown House 
123 V i c t o r i a S t r e e t 
London SW1 
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