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From the Private Secretary 14 November 1979 


BNOC 


You r S e c r e t a r y o f S t a t e c a l l e d on t h e P r i m e M i n i s t e r t h i s 

m o r n i n g t o d i s c u s s t h e f u t u r e o f BNOC, S i r R o b e r t A r m s t r o n g 

and S i r K e n n e t h B e r r i l l w e r e a l s o p r e s e n t . They h a d b e f o r e them 

Mr. H o w e l l ' s m i n u t e o f 8 November. 


Mr. H o w e l l s a i d t h a t he w o u l d be g r a t e f u l f o r t h e P r i m e 

M i n i s t e r ' s r e a c t i o n s t o h i s p r o p o s a l s on f u t u r e s t r u c t u r e and 

p r i v a t e s e c t o r p a r t i c i p a t i o n i n BNOC, as s e t o u t i n t h e d r a f t 

p a p e r a c c o m p a n y i n g h i s m i n u t e . He a l s o s o u g h t a s t e e r on t h e 

q u e s t i o n o f how t h e w i d e s t p o s s i b l e o w n e r s h i p o f s h a r e s i n t h e p r o p o s e d 

BNOC o p e r a t i n g company m i g h t b e a c h i e v e d . On t h e l a t t e r , he f e l t 

t h e r e w e r e m a j o r p o l i t i c a l a r g u m e n t s i n f a v o u r o f a f r e e d i s t r i b u t i o n 

o i s h a r e s on t h e l i n e s o f t h e B r i t i s h C o l o m b i a p r e c e d e n t . The i d e a 

w o u l d be t o g i v e e v e r y e l e c t o r i n t h e c o u n t r y an e q u i t y s t a k e i n 

N o r t h Sea o i l . T h i s w o u l d be p o l i t i c a l l y a t t r a c t i v e , a n d h e l p t o 

e n c o u r a g e s h a r e o w n e r s h i p g e n e r a l l y . A scheme o f t h i s k i n d w o u l d 

n o t be w i t h o u t i t s d i f f i c u l t i e s : f o r e x a m p l e , t h e r e w o u l d be t h e 

a d m i n i s t r a t i v e c o s t s o f i s s u i n g s h a r e s on s u c h a v a s t s c a l e . Some 

p e o p l e m i g h t n o t u n d e r s t a n d w h a t t h e y w e r e g e t t i n g , and means w o u l d 

have t o be f o u n d t o e n s u r e t h a t p e o p l e who w e r e on more t h a n one 

e l e c t o r a l r o l e d i d n o t r e c e i v e s h a r e s t w i c e o v e r . B u t g i v e n t h e 

w i l l , he was r e a s o n a b l y c o n f i d e n t t h a t s u c h p r o b l e m s c o u l d be o v e r ­

come. A scheme o f f r e e d i s t r i b u t i o n w o u l d n o t o f c o u r s e h e l p t o 

r e d u c e t h e PSBK; b u t i  t c o u l d be c o m b i n e d w i t h a s a l e o f o n e - t h i r d 

o f t h e s h a r e s , w i t h t h e Government r e t a i n i n g p e r h a p s a s t a k e o f 

25 p e r c e n t . I n t h i s way, t h e p r i v a t i s a t i o n o f BNOC w o u l d make a 

c o n s i d e r a b l e c o n t r i b u t i o n t o g e t t i ) > [ : t h e PSBR down and t o s p r e a d i n g 

s h a r e o w n e r s h i p i n t h e UK i n a r e a l l y r a d i c a l manner. 


The P r i m e M i n i s t e r s a i d t h a t s he was g e n e r a l l y c o n t e n t w i t h t h e 

p r o p o s e d s t r u c t u r e f o r BNOC. B u t she had s e r i o u s d o u b t s a b o u t 

Mr. H o w e l l ' s p r o p o s a l s on p r i v a t i s a t i o n . She d i d n o t t h i n k t h a t t h e 

f r e e d i s t r i b u t i o n i d e a w o u l d be p o l i t i c a l l y a t t r a c t i v e . Too many 

p e o p l e , i  f s i m p l y g i v e n s h a r e s i n t h e N o r t h Sea, w o u l d n o t 

a p p r e c i a t e them. The s m a l l s i z e o f e a c h s h a r e h o l d i n g - a p p a r e n t l y 

£12 p e r head on Mr. H o w e l l ' s p r o p o s a l s - was u n l i k e l y t o a c t as a 

m a j o r e n c o u r a g e m e n t t o s h a r e o w n e r s h i p g e n e r a l l y . The d i f f i c u l t i e s 

m e n t i o n e d b y Mr. H o w e l l seemed t o h e r t o be v e r y s e r i o u s a n d , f u r t h e r ­

more, t h e Gov e r n m e n t w o u l d n e e d a l l t h e r e v e n u e i t c o u l d o b t a i n 

i n t h e n e x t t h r e e y e a r s i f t h e s i z e o f t h e PSBR was n o t t o be 

unmanageable. 


/The P r i m e M i n i s t e r 
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The P r i m e M i n i s t e r w e n t on t o s a y t h a t h e r p r e f e r e n c e w o u l d be 

t o s e l l t w o - t h i r d s o f t h e s h a r e s i n t h e o p e r a t i n g company; t o 

s p r e a d t h e s a l e o v e r a t h r e e y e a r p e r i o d i n o r d e r t o a v o i d t h e 

r i s k o f s e l l i n g a l l a t once a t an u n j u s t i f i a b l y l o w p r i c e and 

bec a u s e t h e Government w o u l d need h e l p w i t h t h e PSBR n o t j u s t 

i n 1980/81;and t o g i v e p r e f e r e n c e t o s m a l l a p p l i c a t i o n s so as t o 

m a x i m i s e t h e s p r e a d o f . t h e s a l e amongst p o t e n t i a l s h a r e h o l d e r s . 


Mr. H o w e l l s a i d that ho war. d i s a p p o i n t e d t h a t t h e P r i m e M i n i s t e r 

had n o t been a b l e t o go a l o n g w i t h h i s p r o p o s a l s on w i d e r o w n e r s h i p . 

B u t he t o o k n o t e o f h e r v i e w s and w o u l d b r i n g f o r w a r d p r o p o s a l s 

t o c o l l e a g u e s a c c o r d i n g l y . Two p o i n t s w o u l d need t o be c o n s i d e r e d 

f u r t h e r . F i r s t , t h e r e was t h e q u e s t i o n o f w h e t h e r t h e o p e r a t i n g 

company w o u l d c o n t i n u e t o c o u n t as p a r t o f t h e p u b l i c s e c t o r i f 

p r i v a t e s h a r e h o l d e r s w e r e n o t t o have a m a j o r i t y p o s i t i o n u n t i l t h e 

t h i r d y e a r . A l t h o u g h t h e f i g u r e s w o u l d n e e d t o be l o o k e d a t 

c a r e f u l l y , i  t seemed that f r o m t h e p o i n t o f v i e w o f t h e PSBR, 11. 

w o u l d be b e t t e r i f t h e company c o u l d be taken o u t o f t h e p u b l i c 

s e c t o r as soon as p o s s i b l e . Second, h i s D e p a r t m e n t w o u l d need t o 

t a k e a d v i c e on w h e t h e r i  t was p o s s i b l e t o announce a sa l e ; o v e r three 

y e a r s i n t h r e e e q u a l i n s t a l m e n t s . 


1 am s e n d i n g a c o p y o f t h i s l e t t e r t o Tony B a t t i s h i l l (HM 

T r e a s u r y ) , G e r r y Spence ( C e n t r a l . P o l i c y R e v i e w S t a f f ) and 

M a r t i n V i l e ( C a b i n e t O f f i c e ) . 


W.J. B u r r o u g h s , E s q . , 

D e p a r t m e n t o f E n e r g y . 



