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PRIME MINISTER 


ROLLS ROYCE 


I have seen K e i t h J o s e p h ' s minute to you of 

13th J u l y about the f u t u r e o f R o l l s Royce. 


2. While I agree i n p r i n c i p l e t h a t t h e i d e a o f removing 

R o l l s Royce from t h e c o n t r o l o f the NEB and p u t t i n g the 

Company under GEC management s h o u l d be examined i n g r e a t e r 

d e t a i l , the terms f o r such an arrangement w i l l need v e r y 

c a r e f u l c o n s i d e r a t i o n i n d e e d . Our o b j ' e c t i v e must I t h i n k 

be to mi n i m i s e the p o t e n t i a l c a l l s by R o l l s Royce on 

p u b l i c funds. T i g h t e r management and b e t t e r c o s t c o n t r o l 

a r e p r e r e q u i s i t e s t o b e t t e r performance. But t h e s e w i l l 

not t h e m s e l v e s d e a l w i t h the fundamental f i n a n c i a l 

problems now f a c i n g the Company. Moreover, t h e r e a r e 

obvious dangers i n a s o l u t i o n which g i v e s A r n o l d Weinstock 

the c o n t r o l l i n g i n t e r e s t i n c e r t a i n p a r t s o f R o l l s Royce, 

l e a v i n g t h e Government to f i n a n c e the o t h e r p a r t s which 

may not perhaps be so p r o f i t a b l e . 


3. By a l l means, l e t the f e a s i b i l i t y o f the p r o p o s a l s 
be c o n s i d e r e d u r g e n t l y but t h i s s h o u l d be w i t h o u t 
prej'udice t o the Government's p o s i t i o n a t t h i s s t a g e . 
 look forward to s e e i n g a f u l l e r a p p r a i s a l o f the proposed 

a r r a n g e m e n t s , t o g e t h e r w i t h an a s s e s s m e n t o f t h e i r f i n a n c i a l 

c o nsequences. 
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h. I am c o p y i n g t h i s l e t t e r t o K e i t h J o s e p h , 
P e t e r C a r r i n g t o n , F r a n c i s Pym and S i r John H u n t . 

(G.H.) 


13 J u l y , 1979 





