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10 DOWNING STREET

From the Private Secretary 9 December 1979

Thank you for your letter of 3 December (to Nick Sanders)
about the sale of new town assets,

The Prime Minister agrees with the Secretary of State's
proposal that the Private Bill to which you refer should be
prevented from achieving a Second Reading. She agrees that
the Government's opposition to the proposals contained in the
bill should be made clear, and she is content that the Government's
attitude should be announced following Mr. Finsberg's meeting
with the deputation from Stevenage this afterroon,

I am sending copies of this letter to Alistair Pirie
(Chief Secretary's Office), Godfrey Robson (Scottish Office),
George Craig (Welsh Office), Ian Ellison (Department of Industry)
and Murdo Maclean (Chief Whip's Office),.

D.A. Edmonds, Esq.,
Department of the Enviromnment.
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10 DOWNING STREE

From the Frivate Secretary 26 November 187

Disposal of Surpl us

- e PR e ha
The Prime Minister has

to me of 20 November. She is very pleased

that there has been some progress on this front.

Don Brereton, Esq.,
Department of Health and Social Security.
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Private Secretary . |
10 Downing Street A—J’P

London SW1 “\er~ 1o November 1979
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DISPOSAL OF SURFLUS NHS LAND AND FROPERTY

You asked me to follow up the Prime Minister's guestions during her
recent visit to this Department about what could be done to help ensure
that local hospitals disposing of land or property benefit directly from
the proceeds. The current advice to health authoritiee ie contained in
a publication called the "NHS Handbook on Land Transactions".

The Secretary of State has now agreed amendments to this handbook which

provide for the hospital or other instituion to benefit in whole or in
part from the proceeds; a copy o e relevant paragraphs to the -

book is atfached,

This change will be promulgated by means of a circular to be distributed
early in the New Year not only to Regional and Area Health Authorities,
but also the District Management Teams that are concerned in the running
of the local hospitals. My Secretary of State will seek opportunities to
refer to this in speeches and articles. He hopes, with the Prime Minister,
that the prospect of actually benefitting from releasing land and pro-
perty will stimmlate local hospitals to re-evaluate their real estate
heldings and tc realise those that are surplus to their requirements.

\,J’r-—"\ At
,_—L-W.

D BRERETON
Private Secretary
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2453 Use of Receipts from Land Sales — Local Interests

Except as mentioned in paragraph 2.3.1 @w special arrangements in
particular circumstances/ the region will retain the proceeds of sale.
The RHA should normally arrange for the hospital or other institution
whose land or property is being disposed of to benefit in whole or in
part from such proceeds in order to promote and sustain local interest

in a continuing review of land holdings and property surplus to require-
ments. In arranging the disposal of proceeds in this way account will
need to be taken of benefits a disposing body may already have received,
eg. where disposal is possible because new facilities have been provided.
where it is not practicable or equitable to arrange for the proceeds of
disposal to be devoted wholly or partly to the hospital or other institu-
tion concerned, the possibility of providing some benefit to the district
or area should be considered.

2.3.4 Use of Receipts from Land Sales — Hospitals for the Mentally Ill

The same general principles as in paragraph 2.3.3 should apply in disposing
of land and property at hospitals for the mentally ill and mentally handi-
capped, but in circumstances where receipts from gales cannct be wholly or
partly devoted to the disposing hospital, the RHA should ensure that,
unless there are exceptional reasons, such receipis ghould be used speci-
fically to develop services for the mentally ill and mentally handicapped.
This might be through the improvement of health services - for example, in
the provision where possible of a psychiatric department on a DGH site -
or the receipts might be used, through the joint financing arrangements
for the development of local authority personal social services in the
commnity, such as hostels for the mentally ill or mentally handicapped.







Treasury Chambers, Parlhament Street, SWIP 3AG

C; November 1979

The Rt Hon David Howell MP
Secretary of State for Energy
Department of Energy

Thames House South

Millbank

LON DON

Sw1

1c

Michael Heseltine sent me a copy of his letter to you of ;é/;ctuber
about the disposal of the NCB's interest in Sankey and the Scottish
Brick Corporation Ltd.

You will no doubt remember that we had some correspondence in September
on this subject when Hamish Gray told me in his letter of 5 September
that Sankey was only one of a number of NCB subsidiary companies

whose future needed to be considered in the context of Government
policy towards, and relations with, the coal industry generally.
Ministers have now agreed the financial strategy for the industry for
the next 5 years and the way now looks to be open to consider which
of the NCB subsidiary companies, like Sankey and the Scottish Brick
Corporation Ltd, can be disposed of. I recognise that the sums
involved are only small in terms of PSBR arithmetic, perhaps some
£15-£20m at a rough first estimate. But this would nevertheless be

a helpful contribution towards next year's disposal target of £500m
and I therefore hope that we can make rapid progress. Indeed, I think
it important to be clear of the legal position very soon since

your forthcoming Coal Bill would provide the ideal opportunity

for taking any necessary powers.

I should be grateful for your views.

I am sending copies of this letter to Keith Joseph, George Younger
and to the Prime Minister's Private Secretary.







10 DOWNING STREET

From the Private Sccretary 25 October 1979

Suez Finance Company

The Prime Minister has read the Chancellor's
minute of 24 October, and has approved his
proposals for selling HMG's shares in the
Suez Finance Company to the Suez Finance
Company's banking subsidiary, Banque de
1'Indochine et de Suez.

1 am sending copies of this letter to the

Foreign and Commonwealth Secretary, the Governor
of the Bank of England and Sir John Hunt.

L P. LANK

CONFDENT

- %

i P l
tr o E.

A.M.W. Battishill, Esq.,
H.M. Treasury
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’I.T‘{‘:-IHIII‘}' Chambers, Parliament Street, SWIP 3AG -
01-233 3000
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SUEZ FINANCE COMPANY

I minuted you on 24th September about the possibility
of us disposing of HMG's shares in the Suez Finance Company

at a small premium over the market price. This particular

proposal no longer looks possible because the Chairman of

the company is reluctant to see our shares acquired by any
——

single buyer and he can effectively obstruct this, if he
——— A

g0 wishes. He has however put to us an alternative proposal
which I think we should accept. It is that we should sell

the shares to the Suez Finance Company's banking subsidiary

(Bangue de 1'Indochine et de Suez) at a price related to

the market price. The present market price is Francs 271.
Under the formula we would receive Francs 275 if the price

were between Francs 265 and 275; we would receive the market
price if the price ﬁg?; bethEE_Franes 275 and 285; and we
would receive Francs 285 if the market price were between
Franecs 285 and 295. Outside this price range we would have

to re-negotiate the formula. In addition we would be obliged
to pay a commission of 1} per cent to the Banque de 1'Indochine
as an underwriting commission for the risk they will take by

purchasing the shares for subsequent placing in the market.

2. Under the formula the shares would realise around

§20 million at the present price. A sale now would contribute
modestly towards the Government's programme of asset disposals
and would be a further indication of our determination to
press ahead with this policy. I see no prospect of securing

a better offer and so rejection of the one proposed would
effectively rule out disposal for the time being.

/3. I therefore
CONFIDENTIAL




CONFIDENTIAL

3. 1 therefore recommend that we should accept this

proposal and would be glad if you would confirm that you

have no objection to our sc doing.

4., I am sending copies of this minute to the Foreign and
Commonwealth Secretary, the Governor of the Bank of England

and Sir John Hunt.

CONFIDENTIAL







2 MARSHAM STRELET
LONDON SWIP 3ED

My ref: H/PSO/14699/7S

Your ref:
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» E T Waters about the NCB interest in

would certainly welcome its ciupusal, and in fact the Builders
rchants Federaticn have ;L_&aC; raised this with John Stanley.

The ;;-J-cru merchants sector 1is, uj course, guité outside the
“;u-s w pesponsibilities and the shareholding is regarded
with by the construction ;:;asu;; Furthermore I
understand Sankeys are acg another builders merchant
North :;Jmc:; ;F'f;quu¢“+ We shall certainly be pressed ilo sc¢
the Sankey shareholding, and as I understand that the company is
operated quite independently of NCB, there seems every reason to
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reciate thet, under the Articles of Association, the NCB
DL offered first to St Regis, the other shareholder, and
therefore a risk that the company would become wholly

hx;:r: Lu@};‘ But Sankey have only a little over
5% of the tuhh_ cet, in which there are over 900 firms. This

therefore does not seem to be an overriding obJjection.

I believe that the NC5 als as a 40% interest in the Scottish
;?ic“ Ccr;:ruu;;; Limited - Sompany registered in Scotland. You
feel that the same arguments apply to it as well.
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H. M. TREASURY

Parliament Street, London SW1P 3AG, Press Office: 01-233-3415
Telex 262405

Ch

16 October 1979
DISPOSAL OF PUBLIC SECTOR ASSETS IN 1979-80

The Chancellor of the Exchequer announced in his Budget Statement
on 12 June that the Government intended to reduce the PSER in the
current financial year partly through the disposal of public

sector assets to the value of some Ilbn. The /Government has now

determined the broad composition of these digﬁosals, some of which

have already been announced. The Secretarf'of State for Energy
announced on 14 September that BNOC is negotiating to receive advance
0il payments for some of the oil that it /plans to deliver in 1980-81.
It is expected that these will raise £400m to £500m. The remaining
sales, together with estimates of their proceeds, are:

Approximately 5 per cent of BF sHares - £200m to E300m
New town assets and other publie¢ sector land - £100m to £150m
Other assets, including assets /held by NEB - £100m to £150m

The EP shares will come from the Government's own shareholding. This
will reduce the total of the Government and Bank of England holdings,
taken together, to some 46 per cent.

Arrangements are being made for these disposals to be completed during
the course of the present financial year, Further details will be

announced in due course.

PRESE OFFICE

H M TREASURY

PARLIAMENT STREET

LONDON SW1F 3AG 152/79

01-23%3 3415




Treasury Chambers, Parliament Street, SWIP 3AG
I| October 1979

The Rt Hon George Younger TD MF
Scottish Office

New 5t Andrews House

St James Centre

EDINBURGH

EH1 358X

b.ﬂm g_,mt‘atj Q,F ‘Sruh.,

DISPOSAL OF NEW TOWN ASSETS

Thank vou for your letter of 28 September about the disposal of new
town assets in Scotland. I am grateful for the contribution to the
disposals targetis.

The figure of £1 million will be logged up against our 1979-80 target.
1 accept, for the reasons you give in your letter, that it would be
unrealistic to expect more in the curreni year. However, now that

the programme is under way I would hope we can look to the Scottish
new towns for a significant contribution towards our agreed £500 mil-
lion target for 1980-81. 1 assume we can count on the balance of the
£5 million from the assets being placed on the market this year but
that in addition, if this is the first year of a continuing programme,
there will also be proceeds from whatever disposals it may prove
possible to initiate next year. The composition of the £500 million
target is still far from clear and there may have to be further discussi
in E(DL) at which we shall need to resolve the precise figuring.

I am copying this letter as before.

e JALu—--!O .
&g,ﬁm (fwnh. JANJ\Q-UB

% NIGEL LAWSON
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10 DOWNING STREET

From the Private Secretary 1 October 1979

Suez F1n ance t"ummt'w

The Prime Minister has considered the
Chancellor of the Exchequer's minute of
24 September, and agrees with his proposals
for selling off the Government's equity
holding in the Suez Finance Company.

I am sending copies of this letter to
the Private Secretaries to the Foreign and
Commonwealth Secretary, the Governor of the
Bank of England and Slr John Hunt.

T. P. CANKESTER

M.A. Hall, Esq.,
H.M. Treasury.

% Py WP Y S e
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With the Compliments

of the

Secretory of State

Scoitish Office,
New 5t. Andrew's House,
Edinburgh EH1 35X.




NEW ST.ANDREWS HOUSE
ST.JAMES CENTRE
EDINBURGH EHI1 35X

Nigel Lawson Esq MP !
Financial Secretary l ""“
Treasury Chambers

Perliament Street
L0 DON

SW1P 3AG :Iﬁg'5eptemner 1979

DISPOSAL OF NEW TOWN ASSEFS

You wrote to me on 15 Z/H;l.:-:l, paking what contribution the five Scottigh
ew Towng might make fth 1979/80 to the programme for the dispo: al of

public pector assets. 1T am pssuming that this request relates to
industrial snd commercial holdings, since account has already been taken

of the prospecis in the housing field, and that you are considering

disposals additional to those for which provision is already made in

the Corporations’ estimates.

1 hove now had discussions with the five Scottish New Town Development
yrporationa, ss a result of which I propoce to ask them to aim to place
on the market this year sssets Lotalling £5a, in addition to sales already
plenned: I would expect cash recelved within the current financlal year

to be over £1lm.

I am satisfied 1hn:, given the limited time availcble for additional
realisations within the current year, it would not be reasonable to expect
the Corporations to achieve a higher figure than this without severe
financial penalties in the way of forced sales (there is no pent-up backlog
of demand in Scotland, where sales were not so severely restricted under

the previous Administration as in Epgland and Wales), In any comparison

of these figures with those set by Michael Heseltine for the English New
Towns, it is important to bear in mind the very great difference between

the position north and south of the border. In England, a programme of
dissolution for both Mark I and Mark II new towns is now well under way and
the Commission for the New Towns, established as long ago s 1959, and which
is to contribute some £40m of the £100m, has a completed and mature range

of commercial and industrial assets to offer. A further £44m is, I understand,




to be contributed by the Mark II towns of Stevenage, Bracknell and
Harlow. In Scotland, we are nowhere nmear this stage of development,
with only East Kilbride (expected to reach its target population in the
late 19B0s) being within sight of the end of its rapid growth period,
and murketing will in any event be less easy than in the relatively
prosperous South East of England., What I have offered is, in my view,
an ambitious objective, more than proportionate to the contribution
expected from New Towns in England which are in full process of
development .

It ia my intention to maintain preﬂéurﬂ upon the New Town Corporations
to achieve a maximum disposals programme, The Corporations ﬂre'alrendy
aware of the Government's requirements in this respect and are going
forward vigorously with their preparations for sales,

1 am copying this letter to the recipienia of yours.

George Younger
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Treasury Chambers, Parliament Street, SWIP 3AG
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M-233 3000

PRIME MINISTER

SUEZ FINANCE COMPANY

As you know, one of the items on our list of assets to
be disposed of in the current financial year is the Suez
Finance Company. The Bank of England believe that they may
be able to find a buyer who is prepared to pay a satisfactory
price.

2. The Suez Finance Company has its origins in the former
Suez Canal Company in which the British Government acquired
a 45 per cent stake in 1867. The assets received as
compensation after the canal was nationalised were used to
create a holding company with a portfolio of stock market
and direct investment, particularly in property and banking.

The Government owns just under 8 per cent of the company's
total equity. The other 1eadi£éﬂgﬁaféﬁdiders are the

St Gobain Pont-a-Mousson Group and the Victoire Insurance
Group, both leading French companies. It is clearly
inappropriate that we should retain this investment.

3 The Bank of England have taken soundings from a number
of merchant banks about the possibility of a satisfactory
sale. It has been necessary to keep these enquiries
confidential because, if they became public knowledge, the
share price would drop and thus also the price that we would
obtain for our holding of stock. A further reason is that the
company is particularly sensitive about the way in which the
shares are disposed of and the French Government alsc takes

a close interest in its affairs. /b, It

CONFIDENTIAL
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4. It now appears possible that a French Company (or group
of companies) would pay us a2 small premium over the share
price for our stock. This is an attractive offer. All the
UK offers we have received would require us to accept a
discount below the share price. This difference is not
surprising because ownership of the shares of this company
is likely to be particularly attractive to French buyers.

=1 At present market prices and exchange rates the Government's
holding is worth about £20 million but the amount which we

would receive would of course depend on the precise terms of

the sale and movements in the exchange rate and market prices

in the meantime.

b. The French Government have been informed of our intention
to sell our holding and have raised no objections.

Ts If this attractive prospect is confirmed and the buyer
proves to be acceptable to the company, we should like to

go ahead and clinch the sale. I should therefore be glad if
you would confirm that you have no objection to our doing so,

84 I am sending copies of this minute to the Foreign and

Commonwealth Secretary, the Governor of the Bank of England

d oo

and Sir John Hunt.

(G.H.)
24 september 1979

CONFIDENTIAL
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 DEPARTMENT OF INDUSTRY
ASHDORN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RE

Telephone Direct Line 01-212%% N
Switchboard 01.2127676

Secretary of State for Industry
|3 September 19

CONFIDENTIAL

Nigel Lawson Esq MP
Financial Secretary
Treasury

Perliament Street (’\b
London SW1

M|

~
Thank yvou for your letter of %@ July which you copied to

E and “fDL; amongs others.” You rﬂkeo what additional
for disposal in ’I“'?Ejé::, might be foun

We have had a close look at the possibilities but I have to
ycu know that no ZCJOP new candidates have emerged. I think
might help if I give you the present position by public body.

BSC have agreed to do 1‘1‘-91I' best to dispose of assets vhich
bring in receipts of £30 million by 31 hi“Ch 19:@. This woul
include £3 million receipts from disposals of land. BEC are
proposing to dispose of a further £7 million of land during
Many of the BSC sites are encumbered with old buildings wnich
need to be cleared or refurbished if BSC are to get the best
value: this inevitably takes time. While we have strongly

BSC to see what mo zan cne, I do not think

to reguire them to dispose of more than the £3C millic

Mlarch 80, ¢ n the difficulties of making dispoa:s

' ] by the due date.
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CONFIDENTIAL
2.

The other possibilities which we have explored with the Corporation
are Prestel and Post Office factories, but I am afraid that at

the moment neither is a serious candidate. In either case a
proposal to sell would add to the problems we are facing with

the Post Office unions over plans to split the Post Office and

to relax the telecommunications monopoly. Apart from this, the
disposal of Prestel has not turned out to be a practical
proposition st this stage in its development. It would be difficult
to put a market value on it while it is still losing money. One
reason why it is a worthwhile investment for the Post Office is
that the Corporation would benefit from the additional traffic
generated, whereas another owner would not have that advantage.
Prestel is closely integrated with the rest of the Telecommunicatios:
management structure, especiallyin the regions, and it would take
some time to collect the know-how together intc a marketable

entity: +this could dissipate the 18 months' to 2 years' world

lead which the system has at the moment. Finally, any investment
savings from selling off Prestel would be limited by the fact

that the Post Office would still have to finance the associated
expansion of the network.

no
British Aerospace offers,prospect of selling assets or land other
than through the planned programme of disporal of shares. BAe
are satisfied that disposals could only be made at the cost of
111-,-::".1:_131“;5 with their business adversely. We would not wish this
to happen, not least because it would affect the proceeds from
sale of shares in the business in 1980/81.

Cable and Wireless on our present advice will afford no opportunity

for disposal before 1980/81, and then probebly only in Hong Kong.

The NEB does not own any land or buildings: its assets are
virtually all in shares and loans. As you know, I have asked

the NEB to realise £100m from its holdings in this financial year.
I do not think this will be easy for them to achieve, and alt hou gh
the possibility of their doing a little better cannot be ruled

out it would be prudent to assume that £100m is the most we can
reasonably expect, even if the market remains favourable.

Finally, as regards British Shipbuilders, they are considering
a number of pcsesible disposals. These include the facilities at
Burntisland and at Greenwell and, probably most promising of al
the Falmouth facilities whose net book value is £1.% million
vhich might command a higher price. Other possibilities inelude
the two small warshipbuilders Hall Russell and Erooke Marine.
The only offer that has so far been received is for Brooke lMari

o i

and has been made by its former owner. These and other dispos:

-
of assets are very speculative. However, progress is being ma
on the refinancing of loans to ship-owners under section 10
Industry Act 1972: we hope that £15 million of loans will be
repaid early.

I am copying this letter to the recipients of yours.

Jert







DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London sE1 68Y

Telephone 01-407 5522
- From the Sccretary of State for Social Services

Nigel Lawson Esg MP

Financial Secretary to the Treasury

Treasury Chambers

Parliament Street

SW1P 3AG {O September 1979

Ve MNesel
DISPOSAL OF LAND AND EUILDINGS IN THE PUELIC SECTOR

Thank you for letting me have a copy of your letter of HJuly to Keith Joseph
on this matter. '

I do not think we shall be able to identify and release more WHS land for

disposal during the current financial year. We already have a substantial land
disposal programme in being (some £l million has been received from land sales

in the period from 1 April te 31 July this year). But the rate at which land can
be released and added to the disposal programme is dependent upon the rate of
progress with new NES development, which enables cld hospitals or other properties
to be closed, and on changes in operational requirements. In neither case can

we look for any sudden change.

Even if it were possible to release additional IS land for disposal this year,

it would not really help in the way you obviously have in mind. Under present
arrangements (agreed by the Treasury) probable receipts from land disposals,
assessed well in advance, are included in the Estimates and, when realised, are
retained by the health authorities to finance further capital spending in the
year of receipt.

These amounts are very small in relation to the NHS capital programme as a whole,
but they provide an important incentive to the health authorities to release
land. I think that the necd to give encouragement by this means to the health
authorities to raticnalise their land holdings is fully recognised, and I am
assuming you are not seeking to divert these funds subject as they are to the
Treasury's oversight, away from the health authorities.

1 am sending copies of this letter to the recipients of yours.







DEPARTMENT OF ENERGY
Thames House South
Millbank

London SW1P 40QJ

Tel: O01-211 3000
01-211 3290

My Mike PaHron
(Ve 10)
With the Compliments of

the Private Secretary to the

Minister of State for Energy
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CONFIDENT 1AL ,
DEPARTMENT OF ENERGY
THAMES HOUSE SOUTH

MILLBANK
LONDON SWIP 4QJ

Dirsct Line O01-21 5290
Switchboard 01-211 3000

THE MINISTER OF STATE

Hamish Gray Esq IMP

Ced 32E£2.1

Nigel Lawson Esq MP

Financial Secretary to the

Treasury

1 Parliament Street

London SW1P ZHE £ bSeptember 1979

Noor Braaneral Sevebarvigy

NCB INTEREST IN J H SANKEY AND SON LIMITED

1 viae
David Howell ha% seen your Private Secretary's letter of 28 auéuz:
on this subject. He has asked me to write to you.

Your presumption that David tock account of assets like Bankey in
writing his letter of 4 July is correct. Sankey is one of a number
of NCB subsidiary companies, whose future needs to be considered in
the context of Goverament policy towards, and relations with, the
coal industry generally. The financial implications, in which you
have a particular interest, are only one of the considerations
involved. Davill will be bringing forward proposals for appropriate
further: disposals to his colleagues in E(DL) at the time and in the
way he judges best, taking account of any decisions on timetables
which colleagues have agreed.

Incidentally I was interested to see that, at the meeting with tae
nationalised industry chairmen on 23 July, the Chancellor is recorded
as having told the chairmen that the eriterion in looking at proposals
by the industries for joint ventures would be the contribution they
might make to commercial vitality. I am sure you will agree that this
ecriterion can be as relevant to the disposal of existing subsidiaries
as to the acquisition of new ones.

I am having this letter copied to No 10 and to the Department of
Industry

L

vy =
nprq#gﬂ by the Minister of State and
n

signed his absence)
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Financial Secretary to the Treasury \ﬁ
HM Treasury

Parlisment Street

London S¥1 4 September 1979
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Thank you for your letter of 17 August. I am also taking this opportunity to reply to
your letter of 30 July to Keith Joseph asking colleagues to identify any further
prospects for disposal during the current financial year.

If I can take BGC first, they are of course already making very large contributions
to the Exchequer for 1979/80 and 1980/B1. I hope they will be able to add signifi-

. cantly to this in the next year or two through disposalse. There are a wide range of
possibilities which I shall be discussing at an early stage with Bir Demis Rooke and
the Board. Wytch Farm is only one of these and there are in fact some serious diffi-
culties about valuation which may make an early sale for a realistic price unlikely.
Thue, so far as legislation is concerned, we do not yet know what specific powers
will be needed. The only alternative, if we were to use the Industry Bill, would be
to include a very broad general enabling provision. To imply at this stage, by taking
such a power, that we envisaged the wholesale disposal of the Corporation would attract
questions and criticiem to which it would be very difficult to reply. I shall
consider in the light of my diecuesions with BGC whether the Petroleum and Submarine
Pipelines (Amendment) Bill, the timing of which is still uncertain, could prove to be
an appropriate vehicle for legislation on BGC disposals.

I have made some general pointse on our approach to disposals, which are particularly
relevant to BGC, in a letter which I have today sent to the Chancellor.

Your 30 July letter also mentioned disposals of surplus land and property. It may be
helpful to record the current position as far as the main land holding emergy industries
are concerned, The NCB has a firm policy of disposing of all land which is not
positively identified as land required for future operational purposes; in the
10 years since 1969, gross proceeds from sales of land by the Board totalled almost
€40 million, and & very rough estimate of poseible sales for 1979/80 would be
£2 - £3 million. In addition, the Board are firmly committed to the earliest prectic-
able disposal of their substantial housing stock as economié and industrial relations
constraints will allow; since 1969, they have raised some £70 million (gross) for
sales of houses, and for the future they are aiming at a total rate of disposal of
some 10,000 housss each year. In the electricity supply industry surplus land and
property arise from time to time and are sold off in the normal course of events. The
BGC pursue a similar policy; they estimate that between 50 and 100 acres will be
disposed of in the current year (although I must point out that with the development

_ of, for example, the Morecambe Bay gas terminal, BGC are currently a net acquirer of

¥ for operational purposes). 1 shall be streseing to the Chairmen the importance

- o which the Government sttaches to the speedy and efficient disposal of surplus land.
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Copies of this letter go to recipients of both of yours.
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The Rt Hon Sir Geoffrey Howe MP
Chancellor of the Exchequer
HM Treasury

"Parliament Street

;O(,_ fetrm

DISPOSAL OF PUBLIC SECTOR ASSETS P

Since our E(DL) diecussion on 24 July, I have been reflecting on our general approach
to nationalised industry disposals. It is clearly of great importance that the policy
should develop in the most effective manner possible.

We are all agreed that it is a major aim of Government strategy to widem the ownership
of state-owned industries and assets and thus emtrench popular pressures against
collectiviem. We fought and argued for this during our campaign, and the theme was
made a centrepiece of party speeches. But toachieve this, at least in the industries
with which I am concerned, will require very careful timing and handling.

I recognise that piecemeal disposals under time pressure in 1979/B0 are necessary for
short-term PSBR and tax strategy reasons, but we should not under-rate the dangers
inherent in the poor business practice of selling amssets to finance curremt requirements.
The major riske are that sales will not result in stable arrangements because of non-
co-operation between public and private participants; and that of selling under
pressure in circumstances, or at a time, in which the assets do not realise their full
potentia} value. This could lead to damaging accusations of bad businees practice,
benefitting the investor at the expense of the taxpayer. It could discredit and
undermine the Government'se whole approach to the umwinding of the public sector.

In view of these risks - and, on the other hand, the great possibilities of a deliberate
and considered approach - I think it important that we do not extend into 1980/81 and
beyond the somewhat headlong and timetabled approach to sales which was forced on us
this year.

I believe that the proper decisions on method and timing can only be taken after full
consultation with the Chairman and Board of the industry comcerned. Annual budgetary
constraints should not be such as to exercise absolute control over the pace and shape
of individual disposals. This feeling was mooted, you may recall, towards the close of
our somewhat rushed meeting in E(DL) on 24 July. I am convinced that this approach
will produce long-term results which will be better in every respact.

As an illustration, I am concerned, in my own field, not to jeopardise the prospects
of progrese on this front in the Gas Industry. I hope shortly to discuse with the
Chairman and Board a wide range of possible options for the introduction of private
capital. Although I will naturally press ahead with this as quickly as possible, I
¥ery mich hope that I will be able to hold these discussions and to take the resultant
dncjsions without the over-riding and short-term pressures to which we were subject




on TRC and BNOC. In the meantime, of course, BGC will already be making a very large
contribution to the Exchequer in 1980/81. I am sure you will share my desire, in this

of all cases, not to jeopardise long-term policy objectives for short-term revenue
Elin.-

I am copying this to our E Committee colleagues and to Sir John Hunt.
i
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CONFIDENTIAL

Treasury Chambers, Parliament Sweet, SWIP 3AG
01-233 3000
4 September, 1979

ey A

You wrote to me on 28th/August with a draft consultation
paper about your propuaals‘fcr disposal of public sector
land. Although there has not yet been time for detailed
comments from all colleagues, 1 think that we should have
a little more time to reflect on the presentational aspects
of the proposals, and that an announcement on Thursday of
this week may be a little premature.

¥,

I have it in mind that E(DL) were anxious about the
potential conflict between these measures and our policies
of increasing autonomy for local authorities and for
nationalised industry managements. They therefore favoured
an experimental use of the register in the first instance.
If the proposals are not to arouse outright opposition from
all the bodies concerned - and so evoke a bad Press - I
think that a clearer exposition of the reasons for the
proposals, and of our intentions for an experiment are
needed. Might I therefore suggest that you should circulate
a draft of the cover note that you would use with the
document, and of the question and answer briefing for your
press conference, so¢ that colleagues (including territorial
Secretaries of State) can see how it impinges on thelr own
responsibilities.

I will write again about policy approval for legal
drafting when I have seen the detailed comments from members
of E(DL).

I am copying this to the Prime Minister, to Members of
E(DL), to the Secretaries of State for Wales and Scotland,
to the Chancellor of the Duchy of Lancaster, the Paymaster
General, the Minister of Transport, and Sir John Hunt.

‘2’__’,___..---
N/ ——

—_—
( GEOFFREY HOWE)
The Rt. Hon. Michael HeseXfine, M.P.
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PS/Secretary of State for Energy
Department of Energy

Thames House South

Millbank
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The Financial Secretary has read with interest the letter of 15 August
from Mike Pattison at No 10 recording the Prime Minister's surprise
that the NCB's interest in Sankey has not been considered in Whitehall
discussions about the scope for sale of assets.

The Financial Secretary recalls that your Secretary of State said in
his letter of 4 July that the potentially saleable assets of industries
other than BNOC and BGC were for the most part much less valuable and
those whose sale is likely in the event to prove practicable and
desirable would probably not be on a scale significant to affeck the
Treasury's overall Budget judgement. Presumably your Secretary of
State had assets like Sankey in mind when he made this statement.

The Financial Secretary accepts that the sale of Sankey and other
small companies would not affect Budget judgements, but he does not
think that this is a sufficient reason to hold up further consideraion
of the disposal of such assets. Such sales could provide a useful
contribution to meeting the Government's wider political objective

of replacing, wherever possible, state enterprise with private
enterprise. The Financial Secretary would therefore like to have your
Secretary of State's views on the sale of Sankey. If legislation is
required, appropriate provisions could presumably be included in the
forthcoming coal legislation for which there is a place already in

the programme.

The NCB, and indeed the other nationalised energy industries, may

have other companies and activities which are candidates for disposal
and the Financial Secretary hopes that your Secretary of State is giving
consideration to the possibilities here. He would like to know the
outcome in due course.

I am sending a copy of this letter to Mike Pattison (No 10) and to
Peter Mason (Department of Industry).

o 8
e,
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I am writing to my colleagues on E(DL) on a matter of some urgency.

At the fifth meeting of E(DL) on 26 July I was invited to bring back
to my colleagues specific proposals for the disposal of surplus land
and buildings in the public sector after holding external consultations

I am now on the point of sending a consultation document to the local
authority associations and certain other bodies and I am inviting my
colleagues with responsibilities for nationalised indusiries to
approach them for their Feactions to it as well. 1 think that the
Sub-Committee's remit that the terms of the approvach to nationalised
industries should be agreed by the Ministers responsible for
sponsoring Departments is best satisfied il each Minister carries out
his consultation in the way that seems to him most suitable. I

shall be announcing on 6 September ithat external consultations will
now be taking place, and perhaps my_colleasues with nationalised
industries will take that as the starting poin or consultations

with tbem.

These arrangements do however involve a major problem of timing.
Authority for Parliamentary Counsel to draft provisions for introducing
land registers etc reguires policy approval for the proposals. If in
fulfilment of E(DL)'s remit to me I were to invite policy approval
after holding the external consultations there would be no time for
framing considered provisions for the Local Government, Planning and
Land Bill.

Accordingly, in order to get on with drafting I should be grateful if
my colleagues in E(DL) would agree to give their policy approval on
the strength of the enclosed consultation document. All interested
Departments have considered an earlier version already at official
level, and the document takes account of certain comments received
from them.

I have thought carefully about manpower and cost implications of

the proposals in the consultation document. Because the scheme at the
outset will be limited by the size of site to be prescribed and by

the small number of authorities to which it will apply, I do not
forsee major problems.

I should be greatly obliged if my colleagues would respond urgently
and in any event by 31 August.

I am copying this letter to all memb {DL), to the
Lord President, the Chancellor of the Duchy o caster and the
Minister of Transport.

\th o
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iISPUShL OF SURPLUS LAND AND BUILDINGS IN THE PUBLIC SECTOR

ROPOSED LEGISLATION PROVISIONS

Objective

1. The objective of the legislative proposals for securing the

disposal of surplus land and buildings in the public sector (referred

to in the rest of this paper for the sake of brevity simply as land)
is to make the land more readily available to those likely to

develop it or use it better.

Main legislative measures

2. The scheme to be provided for by legislation is -

a.

publicly ovned land which is unused or underused would be
required to be entered on local registers open to public
inspection. The registers would include/particulars of
why the land was unused or underused and would indicate
whether or not it was for disposal;

a power for the Secretary of State (for the Environment or
for Wales) to direct-that public land not entered in a
register which appeared to him to be unused or underused
was to be so entered;

a power for the territorial Secretary of State to direct that
land entered in a register or directed to be se entered be
offered for sale, subject to consultation with the owners of
interests and to certain safeguards;

a power for public bodies and members of recognised professions
institutions to challenge the continued present public
ovnership of a specific site on the grounds that it was

unused or underused, with adjudication by the territorial
Secretary of State.

3. The Secretary of State's intention is to begin by operating
the scheme experimentally thwewsh selected authorities and by
providing for the minimum size of land to be registered to be
higher than it will be eventually.

CONFIDENTIAL




e. It would be a duty on all bodies comprised in paragraph 7 to
¥end prescribed particulars of their registrable unused or
underused land in des;gnﬂted districts or boroughs to the Registrar
by a certain date and related to an earlier date (eg a fortnight
previously), both dates to be prescribed by the Secretary of State.
For example, the datu could relate to 1 January each year and would
be required to reach the Registrar by 15 January. Government
Departments would be expected to send particulars on a voluntary
basis.

9, The form and content of the register, ineluding the particulars
to be entered_in'it,'wéuld be prescribed by the Yecretary-of-State.
The particularg would not be elaborate!: Entries would be re stricted

to sites over a certain size. They would list the interest-
holders, the nature and size of the holdings, any permitted uses
and they would give the reasons why the land was unused or under-
used and whether or not the land was for disposal. Location maps
would probably be required.

10. The method of defining unused and underused land has still to
be decided; whichever course is followed the object will be to
reflect as far as possible what the commonly regarded meanings of
the words are. Depending on the definitiom adopted provision would
be made to exclude from the scheme certain types of land, eg

' public open space, commons, moorland, forestry as necessary.

1% Thﬂ_regisiars—weul&~he—kept—inhﬁ—prescribtd—standerdwfnrm.
Additions would be the subject of consultation with those affected.
Copies of registers would be kept in DOE Regional Offices fwshesy—=rF

L) I‘J"‘l.ﬂ‘
42, Regrsters—woaid-be-npen"ta“puﬁltﬂ'tnspectian at the prlnC1pa1

officetof the cnuncil at all_xﬂasnnablﬂ_timﬁs} Copies of extracts
would be supplied- on pa?ment of a fee.

-

" 13. There would be power for the Secretary of State to require the
authorities listed above to keep such accounts and records and to
prepare and submit to him such statements of account relating to
the holding and disposal of unused or underused land as he may

with the approval of the Treasury direct.

CONFIDENTIAL
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B. Power of Secretary of State to direct ithat unused or underu;gg[m
publie—3and be registered:sol

14. The power-weuld-be_exercised by the territorial Secrebery of
State*anﬂ"ﬁﬁﬁln‘hu—exepeésable:EI it came to his notice either
through a challenge or by some other means that certain public land
not in a register appeared to be unused or underused. 1£ the
Secretaryin%-State considered that on the face of it that seemed

to be the case he would give the owner an opportunity to explain

why the land was not on the register and, if satisfied that the land
was registrable, would require particulars of it to be registered.

C. Power of Secretary of State to direct that public land be

\\\

offered for sale.

15. The power would be exercised by the territorial Secretary.

It would take the form of a direction to any of the bodies listed.
above (including directions in respect of wholly owned subsidiaries
to the parent body) to offer their interest in a particular site

or sites, as defined in the direction, for sale. The land in,
question would be either land entered in a register or land directed.
funder B above) to-be entered.

16. The direction would be able to specify the manner of disposal.

17. The power would not normally be exercised without a%lﬂﬁ&ﬂg
the owner of the interest /to establish the planning position.

187 The power would be subject to these provisos -

) a. it would only be exercised after consultation with the
owner of the interest

the Secretary of State would have to be satisfied that
disposal could be made without undue interference with the
operations or business of the owner of the interest, and
in particular that the direction would not impair the
ability of a statutory body to carry out any of its
statutory functions, for which purpose

the Secretary of State would act under a joint arrangement
with the Minister responsible for the body or service
concerned

the consideration to be accepted for sale to be the standard
one, ie the best that can reasonably be obtained.

CONFIDENTIAL

|




.
-

a;? Apart from these provisos it would be necessary for the
egislation to ensure that there was no interference with existing
roperty rights, eg those of freeholders where the leasehold

interest was publicly owned. ]

D. The Power of Challenge

20. This would be a power for public bodies and members of
recognised professional institutions to represent to the territorial
Secretary of State that the continued present public ownership of

a specific site was not justified on the grounds that it was unused
or underused. The specific site need not be entered in a register
at the material time. ' i

21. If the Secretary of State were satisfied that the representation

was justified he may exercise his power of direction under C above
(and; i;”hgleﬁgh;! under B-preyiotsly) but before doing so -

a. he would have to observe the provisos listed at paragraph
18a, b and ¢., and

before reaching a decision whether to uphold or dismiss
the representation he would have=te- afford an opportunity
for the person making the representation and owners of
interests in the land, or their representatives, to be
heard by a person appointed by him.

22, If the Secretary of State were not satisfied that the challenge
was justified and rejected it no further challenge would be
entertained for 3 years from the date of his decision unless there
had been a material change of circumstance.

2%. Formal provisions, eg for dealing with land in unknown
" ownership, would be provided.

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
24 August 1979

The Rt Hon Norman Fowler MP

Minister of Transport

Department of Transport

2 Marsham Street ;1,
LONDON

SwW1
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ASSET SALES: TRANPORT CONTRIBUTION

I am responding to your letters of lﬁ ugust to me about asset sales
and to John Biffen about lease and lease-back arrangements for
British Rail property.

I accept, of course, that the NFC sale cannot be hurried. So I
welcome your assurance that you are pressing the British Railways

Board for progress on the disposal of surplus land. As I understand
the position, their cash limit for the current year already presupposed
quite significant receipts for this source; and I am sure that, in
setting the cash limit for 1980-81, we should make allowances for the
largest feasible volume of receipts from asset sales.

Against this background, I was rather surprised by the proposal in

your letter to John Biffen that we should assist British Railways to
obtain the necessary powers to undertake office developments on

their own account via lease and lease-batk. If British Rail have

these prime sites available, and not required in any way for operational
use, should they not rather be sold?

I am copying this letter to members of E, E(DL), and E(EA), the
Attorney General, the Lord Advocate and Sir John Hurt.

\IM ,L-‘wﬂtb X

E‘)’h‘ﬂ%ﬂ" ( private At.uu.ré....n')

4& NIGEL LAWSON
( Adzwqu P o F;ha-:ddL g‘““jbﬁul
Aﬁh@uﬁ#- :ﬂ{hu bws ﬂf?&ﬁdht).
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CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG

272, August 1979

The Rt Hon Peter Walker MBE MP

Minister of Agriculture, Fisheries
and Food

Ministry of Agriculture, Fisheries
and Food

Whitehall Place

LONDON

SWi1

SALE OF BRITISH SUGAR CORPORATION SHARES

I was glad to learn that you share my concern to complete the sale

of the shares during the current financial year. I also fully
understand your desire to exploit the sale of the shares to the
fullest extent in your current discussions with BSC. I hope however
that you can press ahead with them urgently so that given the 1979-80
deadline, we shall still retain adequate flexibility over the precise
timing of the sale.

Copies of this letter go to the Prime Minister, other members of
E(DL), the Attorney General and Sir John Hunt.

/
—
§
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“NIGEL LAWSON







10 DOWNING STREET

From the Private Secretary 22 August 1979

The Prime Minister has seen and noted
Progress on the sale of new town assets
recorded in your Secretary of State's
minute of 15 Aupust.

I am sending a copy of this letter
to Martin Vile (Cabinet Office).

M. A. PATTIS-N

David Edmonds, Esq.,
Department of the Environment.
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1 VICTORIA STREET LONDON SWI1H OET Telephone 01-215 7877

From the Secretary of State

Nigel Lawson Esq MP

Financial Secretary to the Treasury
Treagury Chambers

Parliament Street

London, SW1P 3AG

Q 74 August 1979

g et

You wrote to members of E on 30 July about further candidates for
disposal. We have, as you will recall, given up the idea of
realising a capital sum by selling the duty-free side of the British
Airports Authority business, and none of their land and property

is surplus. We are now considering whether private ownership could be
introduced into the BAA on similar lines to our intentions for

British Airways. Even if this is desirable it obviously cannot be
achieved in the sort of time-scale to which you refer. I have no
other possible candidates.

I am copying this letter to those who received yours.

JOHN NOTT
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Nigel Lawson Esq MP

Financial Secretary

Treasury

Parliament Street

LONDON >

SW1 \6 August 1979

ol — \\.n%&_‘-
I have seen a copy of your letter of }deuly

to members of E and E(DL) asking for further candidates
for disposal during 1979/80.

As you know, my main contribution to the disposal
programme is the sale of shares in NFC, and there is certainly
no prospect of achieving that in the current year. I have
looked again at the other possibilities that arise, but as
I indicated in my letter to you of 30 July I see no prospect
of very early action.

I am pressing the British Railways Board for
progress on disposal of surplus land, but am still awaiting

their proposals.

In these circumstances I hope you will be content
with a nil return from me in response to your letter.

I am copying this letter to the recipients of yours.

L

NORMAN FOWLER

CONFIDENTIAL







10 DOWNING STREET

From the Private Secretary

15 August 1979

Denis Walker

» Esq.,
Partment o

T Energ-p,




Treasury Chambers, Parliament Street, SWIP 3AG
| S August 1979

The Rt Hon George Younger TD MP
Secretary of State for Scotland
Scottish Office

Whitehall

LONDON

SW1
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DISPOSAL OF NEW TOWN ASSETS

As you know, E(DL) Committee has been examining the prospects for
the disposal of public sector assets towards a target of £1 bn in
1979-80 and in the course of this exercise Michael Heseltine has
initiated a programme of sales of new town assets fixed at £20m
initially but subsequently raised by a further £70m to £90m in all.
1 attach copi€és of our exchange of correspondence about the £70m.

This is a significant change in new town policy and it would clearly

be wrong to limit it only to the English new towns and exclude those

in Scotland and Wales. Accordingly I am writing to propose that you,
and Nicholas Edwards to whom I am copying this letter, should similarly
set targets for your own new towns.

1 would hope that a programme can be put in hand teo produce receipts

in the current year which can be logged up towards the total amount

we are seeking. I would therefore be grateful if you could let me

have an assessment of the receipts we might expect the policy to produce
if possible by the end of the month.

I am copying this letter to the Secretary of State for Wales and,
for information, to the Prime Minister, other members of E(DL) and

to Sir John Hunt.
Ly G
I||I I’/"""k\\ III- 2
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SALE OF NEW TOWN ASSETS

In your minute of 24 July you asked me to prepare a
programme of sales of new town assets (on the assumption that
there is legislation) to make the maximum contribution this year
and next to cutting back the PSBR.

| agree with you that we need to establish clearly a
programme of sales covering this year and 1980/81. | already
have the agreement of the new towns to sales in this financial
year totalling fljg_millinn and | shall be keeping a close watch

on the arrangements to ensure that the receipts are achieved
before the end of the financial year.

| have also now obtained from each of the new towns full
details and valuations of all their industrial and commercial
property and | have commissioned outside advisers - Healey and Baker -
who have agreed to report to me by mid-September with an
independent assessment of the valuations and with proposals for
a strategy for the sale of assets up till the end of 1980/81.
This will enable us to decide what scope there is for further
sales in this financial year and how much we should plan to raise
in the next. (lIncidentally, the new towns themselves estimate
their total commercial and industrial estate at something under
£700 million).

e

CONFIDENTI AL




CONFIDENTIAL

As you say, we need legislation if we are to be able to
realise the full potential of new town assets; | have circulated
to colleagues legislative proposals that will enable me to set
the pace of the sales, as well as giving the new towns themselves
clear powers to sell.

Copies of this minute go to the recipients of yours.

1 S5AUG 79

CONFIDENTIAL







2 MARSHAM STREET
LONDON SWIP 3EB

My Ref: H/PS0/13900/79

[CD August 1979

FORESTRY COMMISSION =4

You sent me a copy of your letter of 1§f56;} to Peter Walker.

I foresee no difficulty in encompassing the points made in your
third paragraph within my wider exercise on surplus land.

For the rest, I am in complete agreement with what Nick Edwards

says in his reply of 19 July. I am, as you know, concerned with
the implications of our forestry policies for local employment

in rural areas, for landscape and for recreation. I would certainly
not be happy about making radical changes in the tasks and
responsibilities of the Forestry Commission, except in the light

of a carefully prepared and considered re-assessment of forestry
policy - taking account of the factors which are my special concern.

I am copying this letter to Nick Edwards and George Younger,
members of E(DL), the Attorney General, the Prime Minister and
Sir John Hunt,

MICHAEL HESELTINE

Nigel Lawson Esq MP
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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

From the Minister
CONFIDENTIAL

Nigel Lawson Esq MP
Financial Secretary to
the Treasury
Treasury Chambers
Parliament Street 4
LONDON -
SW1P 3AG b August 1979

ULy Al

SALE OF BRITISH SUGAR CORPORATION SHARES
Thank you for your letter of 1§fduly about the sale of BSC shares.

While I agree with you that there is no legal link between the Government
shareholding and the powers under Section of the 1956 Sugar Act, I do,

as you know, attach considerable importance to retaining our present means

of influence over the BSC until we have worked out, in negotiation with them,
Tate and Lyle and the ACP suppliers, a viable solution to the current problems
of UK sugar policy. The BSC feel strongly that without the shareholding there
would be no continued justification for retaining the Section 23 powers. While
this may be arguable their very keeness to see the shareholding given up gives
me a useful bargaining counter in the current discussions which I should not
wish to relinquish before they have been successfully concluded.

However I recognise the Chancellor's problems in fulfilling the budget target
of raising £1000 million from the sale of public assets and I am hopeful that
we can complete our discussions with the BSC early next year which would be in
good time to complete preparations for selling the shares before the end of the
financial year.

I am sending copies of this letter to the Prime Minister, other Members of E(DL),
the Attorney General and Sir John Hunt.

[ <)

\“  PEFER WALKER







CONFIDENTIAL

Treasurv Chambers, Farhament Sireet, SWIP \

3 August

G R Waters Esqg

P5/Minister of Agriculture, Fisheries
and Food,

Ministry of Agriculture, Fisheries and
Food

Yhitehall FPlace

LONDON

5wi1

bm M. (Watens,

The Financial Secretary is on holiday - present and therefore has
not seen your Minister's reply of 1 rust to his letter of 36 July.
He did however see the earlier replies of the Secretaries of State
for Scotland and Wales, and has noted their preliminary views.

1 believe that he would accept that the policy implications of the
ideas which he put forward need careful study and that in the first
jnstance this is a task for Forestry Ministers. 1 take it, incidentally
that the new Forestry Commission Chairman will be asked to deal
specifically in his report to Ministers with the ideas put forward
in the Financial Secretary's letter. However I think he would also
be anxious that this study should not be a protracted one and that
when the second round of PES discussions commences towards the end
of September Ministers are able, in considering the Commission's
planting policy, to make decisions which are consistent with the
likely final conclusions on foresiry policy in the long term.

So far as 1980-81 is concerned, 1 understand that Treasury officials
are currently considering with yours how the general arrangement
agreed by Cabinet for land sales in that year might operate in
practice. I assume that Treasury officials will also be consulted
about the financial aspects of future forestry policy.

1 am copying this letter to the Private Secretaries to the Prime

Minister, the Secretaries of State for Scotland and Wales,
members of E(DL), the Attorney General and Sir John Hunt.

k’m .ﬁakc......(o :
Ry

P C DIGGLE
Private Secretary







MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON 5. W.|

COFFIDENTIAL

Nigel Lawson Esq MP

Financial Secretary

Treasury Chambers

Parliament Street

London »

SW1 3AG E 1 August 1979

From the Mimister \/M 5

Glursi

Your letter to me of 316 July about the possibility of selling
the Forestry Commission's unplanted land raised wider questions
of forestry policy. 1 agree with George Younger and Nick Edwards
that this deserves fuller study and it is of course a task that
the Forestry Ministers must undertake in the first instance. We
?avegg%ig?dy agreed how to treat sales of land by the Commission
n 1 Ll

A new Chairman is about to be appointed and will be asked to
report his views on future policy to the Forestry Ministers in
the autumn. The three of us will then be able to formulate new
policies in regard to forestry which we shall want to discuss
with you and other colleagues in due course.

I am copying this letter to the Prime Minister, the Secretaries

of State for Scotland and Wales, members of E(DL), the Attorney
General and Sir John Hunt.

PETER WALKER
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able to let you have my considered views about what we should
do in resapect of the British Transport Docks Board, and 3R
‘subsidiaries, wéll before the end of the Recess. But, as you
recognise, I do not think that it will be appropriate to
attempt to sell off particular rail business units - which
would certainly risk a major rail strike. I very much hope
that it will prove practicable to get a private stake in BR
on a wider basis and in a way that would fit bstter with the
second objective quoted in paragraph 8 of your ‘Memorandum
E(DL)(79)9.

-

#

I must also make the point that my “Transport Bill
will already be cdontroversial, and I think it would be wrong
to add to our difficulties for the sake of takiﬁg powers
which I would not want to use, but which would certainly
face determined opposition. I hope you will not press me
on this. \\ £

I am aunding copies of this letter to Hnﬂbers of
E(DL) Coﬂlittue qnd Sir Jorn Hunt.
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Treasury Chambers, Parliament Street, SWIP <)tel L&ﬁtdﬂr

2 July DHE LOEmUe

The Rt Hon 5ir Keith Joseph MP
Secretary of State for Industry
Department of Industry

Ashdown House

123 Victoria Street

LONDON

5W1

At E Committee on 24 July, I was asked to carry out a further enquiry
to see what additional candidates for disposal during the current year
could be found, in order to minimise any possible need to sell BP
shares.

.
*

I realise that it is bound to be very difficult to identify further
candidates, and have them ready for disposal within a very few months.
On the other hand, there are a number of nationalised industries

where ,so far as I am aware, no suggestions have yet been made for the
disposal of even small amounts of surplus land and property, and 1
should like to be sure that we have examined all the peripheral
activities of natiahglised industries (subsidiaries engaged in activi-
ties outside the main line business, other associated companies etc.)

Finally, is there any more we can do to realise property held in the
central government sector?

It goes without saying that further candidates for disposal will be
much more promising if they can be realised without fresh legislation.

I was asked by E Committee to report back in September. I should be
grateful if you and our other colleagues concerned could let me know

by the end of August what further prospects you and they have been
able to jidentify.

I am copying this letter to members of E and E(DL), the Attorney General,
the Lord Advocate and Sir John Hunt.

\fm -M—-w«%j .
Ao

ﬁb NIGEL LAWSON
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N J Monck
Under Secretary 25 July 1979

G C Dick Esq
Department of Trade
(caP) (rm.503)

1 Victoria Street
LONDON SW1H OET

B O

SALE OF PUBLIC SECTOR TRADING ASSETS & SHARES

_This is a follow-up to my letter to you of 22 May, in which I summarised briefl
and provisionally how the various possible ways of disposing of trading assets
would affect the PSER. I now attach a considered paper by the Treasury and the
Central Statistical Office, which sets out in more detail how different sorts of
transactions affect the FSER.

2. The main message is that sales of assets will normally reduce the PSER, but
gales of shares in public corporations will only do so if the Government as an act
of deliberate policy ceases to exercise control over the corporations in guestion
and no longer provides them with financial support. It would be helpful if future
papers to be discussed by Ministers (mainly in the E(DL) Committee) could specifi-

 cally consider the PSBER implications of proposals for attracting private capital
into what are at present public industries.

3, Roy Croft, in his letter to me of 20 June, made the point that decisions on
the form of asset disposals and the extent of future Government control should not
be determined by the need for the receipts from disposals to count against the PSBR.
I doubt in practice whether this will prove a problem. Escentially we see two approa-
ches to the promotion of efficiency and competitiveness in present naticnalised
jndustries: either we make sure they are subject to a tight financial regime (cash
limits, financial targets, RRR) on the lines set out in Cmnd 7131, or we make them
instead subject to the disciplines of the financial markets. The industries where
we are contemplating "privatisation" by means of share issues all fall into the
category of industries competinpg in domestic or international markets, which have
little, if any, monopoly power in setting their prices. The merchant bank advisers
in each case have made it clear that investors are only likely to subscribe for
ghares on satisfactory terms if it is abundantly clear that the Government will no
longer intervene in the commercial judgments and activities of the companies con-
cerned. If we are to give up control, the disciplines of the market can only work
if at the same time the Government ceases to provide the financial support which
characterises present nationalised industries.

4., Of course, I accept that it might in practice be necessary for the Government
to take some action if a "privatised" nationalieéd industry were subseguently to
fail. But I think it essential that neither management nor shareholders should be
under the impression that the Sovernment would rescue the companies and protect

.

AR




their investments. Unless this position is clearly accepted as soon as any question
of a sale of shares arises, we run-‘the risk of losing the ability to enforce present
nationalised industry financial controls, without any reduction in our present de
facto obligations to stand behind the whole of each nationalised industry's liabili-
ties. '

5. Since this issue is of general concern to nationalised industry sponsoring
departments, 1 am giving this letter and the attached paper a wide circulation, as
set out in the accompanying list.

Mo,
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.C Dick Esq - Department of Trade

F Croft Esq ; :
Gross Esqg e
‘Russell Esq g Dﬂpartqeut of Industry
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R H Atkinson Esq Bank of England
Mr F Jones
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Miss Brown
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Mr Lavelle
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.PSBH AND PUBLIC CORPORATIONS !
SALES OF ASSETS AND THE,INJECTION CF-PRIVATE CAPITAL

e

Note by the Treasury

The public sector consists of central government and local
authorities (whicﬁ together make up general povernment) and the
public corporaticns (which include the nationalised industries)..

The public secior borriwing requirement (PSER) is a broad measure
of its Iihancing needs, reflecting the balance between'expcnhiture
and receipts, suzably defined, arising from its activities. " Thus
the public corporations' need for finance contridbutes to the

public sector borrowing requirement. ' In practice much of this
finance is obiained by borrowing from the central governmenrt,

vhose own borrowing from mzrket sources is increased acccrdinglf.
This part of the public corporations' reguirement, therefore, is
included in the central governmént borrowing requirement (CGER)

as vell as the PSBER, while the remainder, ie that pért met by
raising money from beme or overseas sources in a public corporation’
ovn name, has no affect on the CGBER but is the main element in the
public corporations' contribution to the PSBR. N

-

SLLES OF ASSETS BY FUBLIC CORFORATIONS

2. If a public corporation divests itself of some activity or
asset (eg an hotel, or oil well, or interest in a joint venture).
by selling it to new owners in the private sector - or overseas -
it acquires czsh that it wouid not otherwise have obtained. This
vill reduce the PSER unless: 7 i -

(a) The corporation spends more than it would otherwise
have done, either on current or capital account;

. (b) The proceeds are retained on a bank account or invested,
even tesporzrily. outside the public sector (there are

péninistretive rules zgainst their doing this);

A




- . F
(¢) The sale is not for cash. The PSBR is a cash concept and
sales other than for cash will not benefit it: it follows that
sales on deferred terms would benefit the PSBR only as the cash

f

was received.

INJECTION OF PRIVATE CAPITAL

3. Borrowing by nationalised industries and other public
corporations is broadly of threa'typesl): medium and long-term
borrowing from the government, temporary borrowing from the market
and borrowing from overseas, normally at.the request of the
government (and generally with the assurance provided by the
exchange cover scheme). The restriction on the Public corporations'’
direct borrowing other than short-term from the domestic market

was introduced in 1956. It reflected the Judgement that it would
be cheaper for the public sector as a whole and also facilitate

the government's management of the gilt-edged market. :

4., A reversion to éirect borrowing by public corporations from

the domestic market at medium and long-term would not affect the
PSBR. If the borrowing replaced Government lending that would
otherwise have taken place the shift would change the composition
of the PSBR. The CGBR would be smaller and the public corporations'
contribution would be larger. If the new domestic market borrowing

" ' was used to replace overseas borrowing

S ‘neither the size nor the sectoral componsition
of the PSBER would bé changed.

5. At present, as a result both of their current financial
structure and performance, and of the constraints of present
legislation, hardly any of the public corporations is in a
Position to issue equity capital2 . If it were now possible,
however, such finance would be treated not as reducing the public
sector's borrowing requirement, but as a way of financing it

Jjust like the borrowing, either direct or through the central
government, it displaced. The size of the PSBR would only be

L There are some significant exceptions, for example the National
Coal Board's borrowing from the Government includes temporary ..
Gburrﬂfing. e

EJ enerally e ; . il
AThey can, however, set up subsidiaries, and could in principle
sell shares in them. But in cases where there are minority
interests in nationalised industry subsidiaries, these generally
belong to the other partners in negotiated joint ventures.
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affected at the time if this finance led to greater expenditure. The
impact on the PSBR in later years would depend on the relative costs of

gidend snd interest payments, and on whether finance in the form of
d®t would have been repaid without needing to be refinanced.

6. However the nature of a corporation and its conduct might be so
changed that it in fact ceased to be a public corporation and gained
instead the characteristics of an ordinary private sector enterprise.
Since a prime function of statistics is to portray the real world, it
would be right to remove such an enterpfise from the public sector. This
rests on the basic classification of an entity and its transactions to
either the public or the private sector depending on the nature of its
ownership and control. Majority ownership by the private sector would

put an enterprise into the private sector; but it could still be in the
private sector despite majority ownership by a public sector body if that
body as a matter of deliberate policy abstained from exercising control
(see paragraphs 11-12 below). Thus British Petroleum Ltd is regarded as in
the private sector even when the Government has 51 per cent or more of its
issued shares, because the Government has openly eschewed control. A
private sector body's need for finance clearly does not affect the FSBR
unless, and to the extent that, it obtains finance through the Government.

TRANSFERRING FUBLIC CORPORATIONS TO THE PRIVATE SECTOR

(1) Definition of a public corporation

7. The definition of a public corporation for statistical purposes is
that it is a corporate body which is both owned and controlled by
government on a tasis that is intended to be permanent. Ownership may be
either of the entire corporation, as, for example, in the case of the
nationalised industries established by Act of Parliament, or take the form
of a majority shareholding. Control in this context means more than the
kind of control which stems from general regulatory powers. Government
control is over broad aspects of policy, not day to day management:
nevertheless it should be clearly seen as an active form of control, and
not merely as a passive reserve power to be exergﬁﬁggﬁgnlg iﬁeté%%pggatiuds
crisis. A body is seemed to be under Government control if that control £

1) A company in which a nationalised industry holds a majority share

(ie a subsidiary) is treated as part of the public sector and its
accounts are consolidated with those of the parent. If arrangements were
made to free a company in this position from control, so that it becane
instead an associsted company, it would fall within the private sector.
There are a number of companies in which a nationalised industry hass less
than a majority shareholding that are classified to the private sector.




= and bﬂrfﬂwing
‘-}pnlicies regarding capital invesimentX and if the Government

generally accepts responsibility for the financial _
consequences of intervention in its pricing policies. “A
‘public corporation is frece to manage i%s own affairs without
..detailed control of its operetions by government: it is this which
distinguishes it from other government trading bodies, which' do -
not have the power to borrow or maintain reserves.
8. It follows that an existing public corporation should undergo
a fundamental change in its ownership and control before it can be

reclassified to the private sector in the national income and
financial accounts2), e ¥i : Gty

(ii) Conditions-for reclessification

" The simplest case to imagine is total disposal. Whatever
the peans, the outcome would be that the government obtained cash
irom the private sector (or overseas) in exchange for:.the concern
end had no continuing liability <o the bugers.' t the tiue of sale,

.-the PSER would be reduced by_the extent to which the government
used its proceeds to avert some new. borrowing it would otherwise
have had to make. Subsequently, the PSBR would be affected in
various ways; it would be made smaller =s the company repaid any
‘debt to the government that remained outstanding at the time of
sale; but this denefit could be offset if there were fresh
gcvernment money (grants or otherwise) provided Lo the new

: enterprise. Any subsequent borrowing (and interest or dividend
payments thereon) by the enterprise from the private sector and
overseas would not, of course, feature in the public sector accounts
et ell. However, if the enterprise sold were prefitable to the

2) Tbere was an instance of a public sector activity being 'hived-

off' into separate enterprises which it was decided should be
. ¢lassified for statistical purposes as in the private sector

even though wholly owned by the government. British Nuclezr
Fuels Ltd and The Radiochemical Cerntre ILtd were both c=et up in
1971 as offchoots of the Atomic Energy Futhority (which itself
bas a rather curious status within central government). Treir
statistical treatment has not attracted much pvublic attection
but for some time thcre bas not been a good momzat to ckange
it. Their treatment cannot be recommended as a precedent.,




extent that it had no need to borrow (because its surpluses exceeded
the funds required for investment), the PSBR would lose the benefit
that it would have had if the entity had rems*ned in the pub11c

" seclor. s

10, . A change short of total disposal, but nevertheless
substantial enough to warrant being reflected in statistical
representation, demands careful specification. There are no
precedcnts in this cauntryE}. Private ownership of 51 per cent

or more, e would be sufficient. It is
hardly necessary to add the rlder that it should be intended to be
~a lasting arrangement, since it is bard to see how the sale could
be made satisfactorily if there were a real prospect of early
rennt10ualnsat1on.

11 . Ownership remains with the government-if the proportion of
voting shares in private (or overseas) hands is less than 50 ﬁnr
cent, and the case for re-allocating the concern to the-nrivate
. sector would rest both cn the government vproviding convincing
evidence that it had given up control and on a general acceptance
that the new arrangements were intended to be permanent. Frequent
marginal changes in the degree of government ownership or the .
degree of control, made to move concerns in and out of the public
sector, would be unsatisfactory. The governuent would bhave to stand
back from the investment or pricing policies of the firm. There
vwould be a great difference of practice from the present regime of
egreed financial targets and cash limits. The firm would have
freedom to borrow and its status as a borrover should be as nearly
as possible that of an ordinary private sector firm.

12 . Status as a borrower is clearly one of the more difficult

) Vhen steel was denationszlised, starting in 1953, the Iron 2né
Steel Holding and Realisation Agency was set up. Its primery
concern vas the sale of the publicly owned iron and steel
concerns back to the private sector ¥nd individual coapzrnies
were reclassified to the private sector as they vere sold ofif.




£
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aspecls. At preseni, the nationalised industries enjoy povernnent
.gu::rnntt:cs within their VYorrewing limits.. Access to a guarantee

Ll

on its own is not enougﬁ to bring a body into the public'sﬁctdrk ,)
But it would make it harder’ to accept that the siﬁuation had changed
__enough to Sustify excluding from the public sector (and PSBR) what
is now a public corporation if the government owned the greater part
of the new concern and its borrowing were guaranteed explicilly or
implicitly. TIn practice it is difficult to envisage a situation
vwhere the government had relinguished control over capital invest-
ment, borrowing limits and prices and would be prepared at the

same time to guarsciee borrowing.

(5ii) NEB and the treatment of ite subsidiaries

13. Tt was decided not to taoke out of the private sector the

part of Rolls Royce that was taken into public ownership, nor,
subsequently, British Leyland end the other firms that the

Rational Enterprise Bocerd (itcelf a public corporation) either

owns or of which it holds the majority of the voting shares.

These decisions bear in various ways of the treatment of privatised

public cﬂrporations.

A4 There is a good case for saying that some at least sbould
have been reclassified to the public sector, putting weight on
factors such as owvnership and reliance on government finance. The
case for leaving them where they were includes uncertainty about
vhether the change of cwnership is meant to be lasting, the way
in which the individual firms continue to be run and the way in
which (despite deep finzncial involvement) relations between
government and the firws in question are managed. To the extent
that this case iwmplies a suspended judgewent, it would argue
against imwmediate reclassification of a newly privatised public cor-
poration - that is, against acting on intentions about removal of
control and permamence. To the extent that the case rests on the

4) Housing associations can borrow z certain smount with the a2id of
. guarantees given by the Housinrg Corporation (a public
corporation) but taking everything into account (scme are
"registered as charities) the judgement is that they should be
classified to tbe privete scctor in the national income and
financial account:. : e
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» MEB being a special kind of holdifg company, there would be a case for
me kind of two-tier arrangement for holding the government's majority
terest in a privatised éarporatinn, perhaps even using the NEB. But

it is doubtful whether such a procedure would materially strengthen any
declaration by the government that it was giving up its present control
of the industry. ‘ |

(iv) Procedures for disposing of public corporations

15, This section touches on some statistical points. The legal and
administrative procedures chosen will need to have regard to statistical
principles and conventions to ensure the desired results.

16, Several arrangements seem possible. Total disposal by the Board of
its assets - either as a single concern or in separate lots - is again
the simplest to consider. It might use the cash proceeds to repay
outstanding debt, or be‘fequired to surrender them to the government, or
a mixture of both. All methods would reduce the PSBR but the actual
nature of the transactions would determine whether they would be recorded
as receipts or as negative expenditure. ;

17, ©Partial disposal is more complicated. It is the transactions of the
concern that affect the PSBR. Thus, as noted in para 6, sales of shares
to the private sector by a public corporation would count as part of its
financing, and score in public sector financing (the PSBR). To achieve
the regquired result, the present corporation (or the relevant part of it)
has to be converted into a company with share capital and be reclassified
to the private sector; logically reclassification must take place before
any of the shares are sold. The Government must have title to all the
share capital and proceed to sell at least a proportion of it to the
private or overseas sectors, having declared that it had abandoned control

of and no longer stood behind the enterprise in questicn.q)z)

1) If part of a public corporation is set up as a subsidiary in wvhich
some or all of the shares are to be sold the conditions for a
reduction in the FSER are
a. that the cubsidiary must be reclassified to the private sector,
the public corporation having abandoned control of the new company,
and

b. that the public corporation selling the shares must hand over the
proceeds to the Government or ute them for an approved purpose :
reducing the PSBR - such as investing in public sector debt.

2) See next page




-

.18, 1In any case vhere gnvefnment intends to retain 51 per cent
or more of the sharcs, the reclassification is an act of faith.
This description of procedure underlines the need for the
government's surrender of control to betmanifest from the start,
if reclassification and the resulting new-style PSBR, thus reduced
in scope, are to be generally accepted as valid.

HM Treasury
18 July 1979

2) Public sector transactions in (private sector) coupany
securities score or the exrenditure side in the public sector

financial accounts and in public expenditure. Thus, for
exauple, public expenditure in ‘1971-72 and 1972-73 included
the cost of the government's take-up of its share . of 3P ILid
right issue and, in 1977-78, vere abated Uy the proccecs of
selling pert of its holding.
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SECRETARY OF STATE FOR THE ENVIRONMENT

SALE OF NEW TOWN ASSETS

According to present plans, I understand that the sale of
New Town assets are expected to contribute some £70 million
towards reducing the PSBR this year. This is on the assumption
that we proceed without legislation.

It seems that a great deal more could be achieved if we
legislated - perhaps sales amounting to £1 billion or over.
In order to make the maximum contribution to cutting back the
PSBR this year and next through the sale of New Town assets, 1
would be grateful if you could now urgently prepare a programme
of sales on the assumption that we do legislate. If we could
mount a major programme of sales, this could substantially
ease the Chancellor of the Exchequer's difficulties.

I am sending copies of this minute to other members of

E(DL) Committee, to the Home Secretary, the Chancellor of the
Duchy of Lancaster, the Lord Chancellor, the Chief Whip and

to Sir John Hunt.
(;1 : ‘t "—

24 July 1979 Cor;; nramiag
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CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG

-l July 1979

The Rt Hon Michael Heseltine MP
Secretary of State for the Environment
Department of the Environment

2 Marsham Street

LONDON

SW1

il ]
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it

DISPOSAL OF NEW TOWN ASSETS

Thank you for your letter of 18 July. I accept your further offer

of £70m as a contribution towards our target for the disposal of

assets, on the basis that public expenditure reductions of the required
order can be secured by extending the ban on new contracts if acceptable
proposals for the sale of assets are not received. We shall need to
agree the consequential changes in the cash limits but that can wait
until the new towns have served up their homework.

I am sending copies of this letter to the Prime Minister, to the other
members of E(DL) and to Sir John Hunt.

~F
Y -
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-/ N7

‘“NIGEL LAWSON
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STATEMENTS IN THE HOUSE: BRITISH AEROSPACE AND SHIPBUILDING

—— e -

Sir Keith Joseph's statement (Flag A) on disposal of shares
in British Aerospace was received quietly. Mr. Silkin said that

he did not think that the trade unions agreed with the proposal;
that without Government funds there would be no British Aerospace;
that we are moving towards losing our manufacturing capacity;

and that the question of restoring these assets to public owner-
ship would be the subject of consideration by the Labour Party
over the coming months. Sir Keith Joseph said that

he hoped to persuade union members that commercial management
would lead tq_more secure jobg, In answer to further Questions,

he said that the Government had not yet decided the proportion of
e ——

shares which would go to employees, and that the objective was

to ensure that investment and production decisions were not made

I3 Il ] # #
by politicians, provided that the national interest was safeguarded;
that there would be no change in defence contracts or sales;

and agreed with the prcpggitinn from Ch;ia;nnha:_ﬂg;gﬁy (Welwyn
and Hatfield) that the HS 146 should be the subject of commercial

decisions by the new company.

Mr. Heffer said that the next Labour Government would take
back these assets without paying out great sums in compensation.
Sir Keith said that Mr. Heffer did not yet speak for his Party.
Mr. Heffer told him to wait and see.

The questioning after that concentrated on what Labour saw
as a chink in Sir Keith's armour: the gquestion of foreign
ownership in shares in British Aerospace. He was subjected to
repeated Questions about how the Government could prevent foreign
competitors from acquiriﬁE-T;}ge blocks of shares in the
company . He replied that the Government would retain control
and that there were a variety of powers open to it to prevent,
for example, directors being appointed by groups of foreign
shareholders.

/Shipbuilding




10 DOWNING STREET

PRIME MINISTER

Sale of New Town Assets

You said you would like
to send a minute to
Mr. Heseltine, following your
conversation with him.
I attach a draft. (At Flag A
is Sir Kenneth Berrill's note.)

C e )

23 July 1979




¥ - g e R PTR TR T s T
HE SECRETARY OF STATE POR INDUSTRY

FUTURE FINANCIAL STRUCTURE OF ERITISH AEROSPACE AND

ERITISH SHIPBUILDERS

With permission, Mr Speaker, I shall make a statement on the
future financial structure of British Aerospace and British
Shipbuilders.

2 Bince taking office, we have carefully considered the
circumstances of these industries, in the light of the under-
taking, set out in our Manifesto, to introduce private ownership.

Aerospace
%z I turn first to aerospace. British Aerospace, with its spread

of interests embracing civil and military aircraft as well as
guided weapons and space systems, makes a substantial contribution
to both our national economy and our national defence. Despite

the fierce competition in this international industry, I am
confident that our * industry has the talents and skills
to flourish. In the years ahead it will generate large internal
funds, but substantial external funds will also be required. I
have therefore considered how these demands may best be financed.
As part of these consideratijons my colleagues and I have consulted,
among others, the Board of British Aerospace and the trade unions
representing those employed in the industry.

4 The Government propose that British Aerospace should in future
operate within the framework of the Companies Acts. The owner-
ship of the industry will therefore be transferred from the
present statutory corporation to a company incorporated under

the Companies Acts. Initially the shares in that company will

be held by the Government, which will then make shares available

to private ownership. Employees will be given a special
opportunity to buy shares. The Government intend to retain a
shareholding of about half.

5 The change to company status will not result in any alteration
to the present business; its assets, liabilities and contracts
will all be transferred to the new company. I would also hope

7o s




to secure continuity in management at board level.

& The Government looks to the company to obtain the external
funds it needs from commercial sources, although it will retain
the power to provide funds on commercial terms, if this proves
necessary. On that basis, we will not expect to intervene in

the administration of the company as a commercial concern.

7 Legislation will be introduced before Christmas to permit

these policies to be carried out. We have considered a number

of alternative courses, ihcluding the introduction of private
capital into the Dynamics business. While the legislation the
Government will be bringing before the House would not exclude this,
the Government's strong preference is to maintain the present
structure of the industry.

Shipbuilding
8 I have also considered whether a comparable financial

reconstruction might be made for British Shipbuilders. In
principle, I should have liked to introduce private sector
finance to this industry at the same time. I have concluded
however that, in light of the particular problems of the industry
and the consequent difficulty of predicting its future size,
about which my Hon Friend is to make a statement later today,
this is not the right time. The Government has therefore decided
not to bring forward measures at the moment to introduce private
sector finance to the shipbuilding industry.
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DISPOSAL OF PUBLIC SECTOR ASSETS
FORESTRY COMMISSION

In my letter of 18 July to Nigel Lawson, copied to you, I gave
some preliminary advice about the disposal of land under the
Forestry Act 1967.

2. The Lord Advocate has been considering section 39(2) of the
1967 Act as it relates to the sale of land in Scotland and

after discussions between his end my officials I wish to add to what
I said in paragraph 11 of my letter.

3. As I have said, section 39(2) of the 1967 Act includes two
sets of criteria which have to be met before a sale can take place.
I attach a copy of section 39(2). The criteria in paragraph (b)
apply exclusively to sales of land in Scotland but the criteria

in paragraph (a) apply to sales of land anywhere in Great Britain.
The two sets of criteria are in the altermative, with the result
that land in Scotland can be sold under either paragraph of
section 39(2), whereas land in the rest of Great Britain can only
be sold under paragrapn (a), assuming the relevant conditions to
have been met.

4, I thought it as well to go into this fuller detail since it
may not have been clear from my letter that the power to sell land

[in




ROYAL COURTS OF JUSTICE

LONMDON, WC2A 2LL

. 01-405 7641 Extn

in paragraph (a) of section 79(2) is available in respect of land
in Scotland. It is so available.

5. The effect of this is of course that the power to sell land in
Secotland is wider than that to sell land in the rest of Great
Britain. But whether it is apt for present purposes is still, ;1
think, open to doubt; I shall of course be willing to advise
further if the proposals are adopted and you let me have all the
details. If the proposals include sale of land in Scotland, the
Lord Advocate should of course be consulted. He agrees with the
views expressed in this letter.

6. Copies go to all the recipients of my letter of 18 July.

iRl R

Rt Hon Peter Walker MBE MP

Minister of Agriculture

Ministry of Agriculture, Fisheries and Food
Whitehall Place

London, SW1A 2HH




i Ft:;resrr y Act 1967

(b) not less than six nor more than eight shall be
. appointed by the Commissioners after
with organisations appearing to them epresent the
interests of timber merchants.

(3) Each regional advisory commj shall consist of not
less than seven nor more than nin mbers, and of those mem-
bers (other than the chairman) ##f less than four shall be persons
appointed by the Commigzi#fiers after consultation with organi-
sations appearing to t to represent the interests of owners
of woodlands and_s#ffiber merchants respectively and organisa-
tions concern ith the study and promotion of forestry.

ommissioners may pay to the members of the Home

imber Advisory Commiltee or of a regional advisory

ittes such allowances as they may with the consent of the
casury determine.

Acquisition and disposal of land
39.—(1) Subject to the provisions of this Minister Powsr of
may acquire (by purchase, lease ze) Jand which in Minister to
his opinion is suitable for 10n or for purposes conrected #cquire and

with forestry, tog ith any other land which must neces- S,

sarily be therewith, and may place any land acquired
by BT under this section at the disposal of the Commissioners.

(2] The Minister may—

(a) sell any land acquired by him under this section which
in his opinion is not needed, or ought not to be used,
for the purpose of afforestation or any purpose con-
nected with forestry, or exchange any such land for
other Jand more suitable for either of the said purposes
and pay or receive money for equality of exchange;

(b) in the case of land so acquired in Scotland, sell it if he
is satisfied that the sale—

(i) is desirable in the interests of rational land
management ; and

(i) would facilitate the discharge by the Commis-
sioners of any of their functions.

(3) The Minister shall have power, in the case of land acquj
by him under this section,—

(a) to manage and use the land for s urposes as he .-
thinks fit (this power to j e that of erecting
buildings and other on the land) where it is
not for the eing placed at the disposal of
the CompesSToners under subsection (1) above: and

e land, or grant any interest or right in or over
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