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

T w o qui te separa te po in t s r e l e v a n t to y o u r l uncheon guests on Sunday. 

M r . A n t h o n y F r o d s h a m 

C l e a r l y you w i l l wan t to give h i m m o r a l s u p p o r t . T h e r e i s no c r e d i b l e 

a l t e r n a t i v e to the l i n e w h i c h the F e d e r a t i o n a r e t a k i n g : and i f they w e r e to cave 

i n i t w o u l d be a v e r y d a m a g i n g p r eceden t f o r pay c l a i m s t h i s w i n t e r . On the o the r 

hand I have had some r a t h e r d i s t u r b i n g i n f o r m a t i o n th i s m o r n i n g about the ex ten t to 

w h i c h the c e s s a t i o n of w o r k w i l l h i t some c o m p a n i e s , i n c l u d i n g some big ones . 

I t h i n k t h e r e f o r e t h e r e a re two c r u c i a l ques t ions to be put to 

M r . F r o d s h a m . A s s u m i n g the re i s no e a r l y s e t t l e m e n t : 

( i )	 What i s the r i s k o f some compan ie s b r e a k i n g r a n k s , o r i s he conf iden t 

that a s o l i d f r o n t w i l l be m a i n t a i n e d ? 

( i i )	 A s s u m i n g a s o l i d f r o n t i s m a i n t a i n e d , can he g ive any e s t i m a t e of the 

p o s s i b l e consequences i n t e r m s of c l o s u r e s , b a n k r u p t c i e s , e tc . ? 

S i r K e i t h Joseph (but not f o r m e n t i o n i n g i n f r o n t o f M r . F r o d s h a m ! ) 

S i r K e i t h Joseph m i n u t e d you on 13th J u l y about R o l l s - R o y c e . I ga ther he 

i s v e r y n e a r l y r eady to m i n u t e you aga in and m a y take t h i s o p p o r t u n i t y f o r a p r i v a t e 

w o r d . B r i e f l y : 

(a)	 The s i t u a t i o n is nas ty and d e t e r i o r a t i n g fas t ; some s l i m m i n g down of 

R o l l s - R o y c e , i n c l u d i n g p lan t c l o s u r e s , i s i n e v i t a b l e i r r e s p e c t i v e of the 

p r e s e n t i n d u s t r i a l d i s p u t e . 

(b)	 The t r a n s f e r f r o m N E B to d i r e c t o w n e r s h i p of the D e p a r t m e n t of I n d u s t r y 

i s s e n s i b l e . 

(c)	 C o n s i d e r a b l e m a n a g e m e n t r e s t r u c t u r i n g i s needed w h i c h w i l l i n v o l v e a new 

C h i e f E x e c u t i v e . The best cou r se i s p r o b a b l y to g ive GEC a c o n t r a c t to 

manage R o l l s - R o y c e i n w h i c h case A r n o l d W e i n s t o c k w o u l d p r o b a b l y put 

M r . M o r g a n i n as C h i e f E x e c u t i v e . Kenne th K e i t h w o u l d be g i v e n some 

h o n o r a r y o r p a r t - t i m e r o l e connec ted w i t h ove r seas m a r k e t i n g . The 

a t t r a c t i o n fo r GEC i n t h i s i s t h e i r i n t e r e s t i n the gas t u r b i n e business of 

R o l l s . 
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CONFIDENTIAL 


S i r K e i t h Joseph w i l l p r o b a b l y m i n u t e you and a few o the r co l l eagues d i r e c t l y 

c o n c e r n e d nex t week w i t h a v i e w to a d e c i s i o n before the P a r t y C o n f e r e n c e .

a t t a ch a t A n n e x copies of the two op t ions w h i c h the D e p a r t m e n t o f I n d u s t r y have 

been c o n s i d e r i n g . I t w i l l be seen f r o m the above tha t they a r e i n c l i n i n g t o w a r d s 

o p t i o n 1. 

J O H N H U N T 

21st Sep tember , 1979 



OPTION 1 


1 GEC employed t o manage R o l l s Royce. I n a d d i t i o n t o 

s e r v i c e s o f Stanhope Gate, GEC p r o v i d e a C h i e f 

E x e c u t i v e , p l u s any s n a i l s u p p o r t i n g team i n t h e company, 

a l l o f whom, i n c l u d i n g t h e C h i e f E x e c u t i v e , become 

employees of R o l l s Royce. 


2 GEC p a i d a f i x e d f e e f o r s e r v i c e s i n i t i a l l y , but 
a p e r f o r m a n c e r e l a t e d r e w a r d t o be n e g o t i a t e d f o r 
t h e l o n g e r term. 

3 N e g o t i a t i o n t o t a k e p l a c e on s a l e of i n d u s t r i a l and 
marine b u s i n e s s . 

4 S i r Kenneth K e i t h t o be on GEC main board p l u s ? 

h o n o r a r y r o l e i n R o l l s Royce and t o d i s c h a r g e h i g h 

l e v e l o v e r s e a s m a r k e t i n g and customer r e l a t i o n s j o b . 




OPTION & 


The Minimum 

1 S i r Kenneth K e i t h goes p a r t - t i m e w i t h a s e l l i n g / 
m a r k e t i n g r e p r e s e n t a t i o n a l f u n c t i o n . I d e a l l y he i  s 
not Chairman but P r e s i d e n t , w i t h a s e a t on t h e 
b o a r d , but f a i l i n g t h a t he i  s p a r t - t i m e n o n - e x e c u t i v e 
Chairman. 

2 A new C h i e f E x e c u t i v e i  s a p p o i n t e d - s a y (Mr Morgan) 
from GEC - and t h e new man b r i n g s w i t h him, i  f he 
w i s h e s , two or t h r e e o t h e r s . 

3 GEC employed t o p r o v i d e such c o n s u l t a n c y s e r v i c e s 
a s (Mr Morgan) d e c i d e s he needs - i n p r a c t i c e 
Stanhope Gate m o n i t o r s p e rformance and a d v i s e s on 
a l l s t r a t e g i c i s s u e s . 

H The R o l l s Royce board i  s s t r e n g t h e n e d by two o r t h r e e 
heavyweight o u t s i d e r s . 

5 The p o s s i b i l i t y o f a management c o n t r a c t f o r GEC i  s 
k e p t open when t h e s h a r e h o l d i n g i  s t r a n s f e r r e d t o 
t h e Department. 

6 N e g o t i a t i o n s w i t h GEC about t h e s a l e o f t h e i n d u s t r i a l 
and marine b u s i n e s s . 
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