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As foreshadowed i n my l e t t e r o f 2 October, my S e c r e t a r y of S t a t e 
today met r e p r e s e n t a t i v e s o f the Confederation of S h i p b u i l d i n g and 

E n g i n e e r i n g Unions (CSEU) a t t h e i r r e q u e s t . Before t h e meeting, 

S i r Michael Edwardes and S i r L e s l i e Murphy r e p o r t e d t o S i r K e i t h 

on the c u r r e n t s t a t e o f the d i s c u s s i o n s w i t h t h e unions on the 

company's p r o p o s a l s . 


On 4- October, the CSEU E x e c u t i v e had c o n f i r m e d ( o p p o s i t i o n t o t h e 
BL management's p r o p o s a l s t o reduce t h e w o r k f o r c e by a t l e a s t 2 5 , 0 0 0 
and t o c a r r y out s u b s t a n t i a l r e s t r u c t u r i n g . S i r Michael c l e a r l y 

f e l t t h a t f u r t h e r p r olonged d i s c u s s i o n would be u n f r u i t f u l and 

was determined t o b r i n g m a t t e r s t o a head. He has t o l d t h e CSEU 

r e p r e s e n t a t i v e s t h a t , u n l e s s t h e unions b r o a d l y support h i s P l a n , 

th e BL management would recommend t o t h e BL Board not t o seek 

f u r t h e r p u b l i c f u n d s . 


I f BL d i d n o t ask f o r a d d i t i o n a l f u n d s , S i r Michael made i t c l e a r 

t h a t t h e i m p l i c a t i o n would be f o r them t o go i n t o l i q u i d a t i o n , w hich 

S i r L e s l i e emphasises would be ex t r e m e l y c o s t l y t o t h e t a x p a y e r . 

I t would be premature t o assume t h a t t h i s i s how m a t t e r s w i l l go; 

b u t i  t i s o b v i o u s l y necessary t o c o n s i d e r t h e i m p l i c a t i o n s o f t h i s 

p o s s i b i l i t y , and as soon as we have from NEB t h e i n f o r m a t i o n , 

which my S e c r e t a r y o f S t a t e has asked S i r L e s l i e t o p r o v i d e , about 

the l i k e l y c o s t o f p u b l i c funds of BL g o i n g i n t o l i q u i d a t i o n , 

o f f i c i a l s o f t h i s Department w i l l b r i n g i n those o f o t h e r i n t e r e s t e d 

Departments t o prepare an u r g e n t assessment f o r M i n i s t e r s . T h i s 

w i l l a l s o cover a " l e a s t c o s t " o p t i o n , i n v o l v i n g a more g r a d u a l 

r u n down o f t h e business i  f t h i s i s judged t o be f e a s i b l e . 


I f BL succeed i n b r i n g i n g t h e unions i n t o l i n e , t h e n we can expect 

about the end of t h e month t o r e c e i v e v i a NEB, t h e i r new Corporate 

P l a n . As soon as t h i s i s a v a i l a b l e , o f f i c i a l s w i l l s t a r t c o n s u l t a t i o n s 

on i  t w i t h o t h e r i n t e r e s t e d Departments. 


My S e c r e t a r y o f S t a t e ' s meeting w i t h t h e CSEU r e p r e s e n t a t i v e s l e d 
by Mr Ken Baker o f the GMWU was r e l a x e d and r e l a t i v e l y low key. 
The main burden o f t h e CSEU's case was t o seek ( u n s p e c i f i e d ) 
b r i d g i n g f i n a n c e (over and above the £225m i n PESC) t o enable BL 
t o a c c e l e r a t e t h e i n t r o d u c t i o n o f new models i n a p e r i o d o f r a p i d l y 
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changing t e c h n o l o g y . There was some acknowledgement o f the need 

f o r t h e company t o s l i m down. 


My S e c r e t a r y o f S t a t e emphasised t h a t he d i d not manage t h e company 
and t h a t h i s j o b was t o r e p r e s e n t t h e t a x p a y e r . He reminded t h e 
CSEU t h a t h i s predecessor had t o l d t h e House on 2 A p r i l t h a t 
f u t u r e funds would o n l y be committed on t h e b a s i s of "performance 
and f u t u r e p r o s p e c t s " ; t h i s approach had n o t a l t e r e d . A t p r e s e n t 
BL had not even s u b m i t t e d i t ' s p r o p o s a l s t o the NEB, which i n t u r n 
would reach a view on them b e f o r e t h e y were forwarded t o t h e 
Government. I t was by no means c e r t a i n t h a t BL and the NEB would 
recommend f u r t h e r i n j e c t i o n s o f p u b l i c money, b u t even i f t h e y d i d , 
he p e r s o n a l l y would have t o be convinced t h a t the company would meet 
i t s t a r g e t s . 

My S e c r e t a r y o f State d i d n o t r u l e out a l l p o s s i b i l i t y o f f u r t h e r 

Government f u n d i n g , b u t he would need t o be s a t i s f i e d t h a t t h e 

company c o u l d count on w o r k f o r c e c o - o p e r a t i o n i n impleme n t i n g i t s 

P l a n . He mentioned t h e problems o f 17 separate u n i o n s , of t h e 1 % 

of BL workers who seemed t o want t o d e s t r o y t h e company, and of t h e 

management b e i n g f r e e t o e x p l a i n t h e f a c t s o f l i f e d i r e c t l y t o t h e 

w o r k f o r c e . He made i t c l e a r t h a t he expected any p l a n p u t f o r w a r d 

by BL t h r o u g h NEB t o be d i r e c t e d towards t h e a t t a i n m e n t o f commercial 

v i a b i l i t y . I n p a s s i n g he s p e c i f i c a l l y r u l e d out t h e use o f i m p o r t 

c o n t r o l s . 


We a r e w a i t i n g t o hear whether t h e CSEU r e p r e s e n t a t i v e s have drawn 

back from t h e b r i n k and g i v e n BL management the hope t h a t t h e i r 

P l a n i s s a l e a b l e t o the CSEU E x e c u t i v e . I f the CSEU E x e c u t i v e are 

i n the event prepared t o accept t h e P l a n , t h e n t h e company i s 

t h i n k i n g i n terms o f a s k i n g t h e w o r k f o r c e t o approve i t i n a s e c r e t 

b a l l o t . BL are r e l u c t a n t t o proceed w i t h a s e c r e t b a l l o t on a 

pr o p o s a l which the CSEU had n o t endorsed, because t h e y c o n s i d e r t h a t 

w i t h o u t such support employees would be und u l y i n f l u e n c e d by shop 

steward o p p o s i t i o n i n t h e p l a n t s . 


My S e c r e t a r y o f S t a t e w i l l n a t u r a l l y keep t h e Prime M i n i s t e r and 

o t h e r c o l l e a g u e s i n f o r m e d o f developments over t h e ne x t few days. 

Copies of t h i s l e t t e r ( t o g e t h e r w i t h c o p i e s o f my e a r l i e r l e t t e r ) 

go t o Tony B a t t i s h i l l ( T r e a s u r y ) , I a n F a i r (Employment), Tom H a r r i s 

( T r a d e ) , Godfrey Robson ( S c o t t i s h O f f i c e ) and M a r t i n V i l e (Cabinet 

O f f i c e ) . U 
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