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M i s s S t e p h e n s 


NOTE FOR THE RECORD 


The f o l l o w i n g i s a summary o f t h e main p o i n t s w h i c h a r o s e 


d u r i n g t h e P r i m e M i n i s t e r ' s l u n c h w i t h S i r F r a n k MacFadzean a t 


C h e q u e r s on F r i d a y , 8 J u n e . 


C h a i r m a n s h i p o f BNOC 


The P r i m e M i n i s t e r a s k e d S i r F r a n k i f he w o u l d be i n t e r e s t e d 


i n t h e C h a i r m a n s h i p o f BNOC. S i r F r a n k r e p l i e d t h a t he w o u l d have 


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


h a v i n g t o g i v e up h i s D i r e c t o r s h i p o f S h e l l - and a l s o - he t h o u g h t 


h i s D i r e c t o r s h i p s i n t h e i n s u r a n c e b u s i n e s s . When p r e s s e d , however, 


he made i  t c l e a r t h a t t h e r e were no c i r c u m s t a n c e s i n w h i c h he w o u l d 


a c c e p t t h e j o b . 


The P r i m e M i n i s t e r a s k e d S i r F r a n k f o r some s u g g e s t i o n s f o r 


t h i s a p p o i n t m e n t . He o f f e r e d two names: Mr. Monty P e n n e l l o f 


BP, and Mr. A s h l e y Rayburn o f R o l l s Royce. 


CPRS 


The P r i m e M i n i s t e r a l s o a s k e d S i r F r a n k i f he w o u l d be 


i n t e r e s t e d i n b e c o m i n g t h e Head o f t h e CPRS. A g a i n , S i r F r a n k 


made i  t c l e a r t h a t he was n o t i n t e r e s t e d . He d i d , however, 


i n d i c a t e t h a t he w o u l d be i n t e r e s t e d i n a d v i s i n g t h e P r i m e M i n i s t e r 


on i n d u s t r i a l and e n e r g y m a t t e r s i n some r o l e o r o t h e r . The P r i m e 


M i n i s t e r s a i d t h a t she w o u l d c o n s i d e r t h e p o s s i b i l i t y o f a s k i n g h i m 


t o become a p e r s o n a l a d v i s e r , p e r h a p s on a p a r t - t i m e b a s i s . 


F u t u r e o f BNOC 


The P r i m e M i n i s t e r e x p r e s s e d h e r d o u b t s about BNOC. S i r F r a n k 


s a i d t h a t he c o u l d s e e no r e a s o n w h a t e v e r f o r h a v i n g a n a t i o n a l i s e d 


o i l company. I n h i s v i e w , t h e r e was n o t h i n g w h i c h BNOC c o u l d do 


w h i c h c o u l d n o t be a c h i e v e d by o t h e r means. I n p a r t i c u l a r , he 


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


s u p p o s e d l y , gave t h e UK g r e a t e r s e c u r i t y o f o i  l s u p p l i e s . I n f a c t , 


BNOC had e n t e r e d i n t o c o n t r a c t s w i t h f o r e i g n c u s t o m e r s f o r much o f 
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t h e i r p a r t i c i p a t i o n o i l . B u t even i f t h e y had n o t , i n t h e a b s e n c e 


o f any r e f i n e r y c a p a c i t y , t h e y were o b l i g e d t o s e l l a l l o f t h e i r 


p a r t i c i p a t i o n o i  l back t o t h e o i  l c o m p a n i e s ; and t h i s meant t h a t 


t h e y h a d no e f f e c t i v e c o n t r o l o v e r t h e d i s p o s a l o f t h e r e f i n e d o i l . 


The O i l S i t u a t i o n 


S i r F r a n k s a i d t h a t t h e key t o r e m e d y i n g t h e c u r r e n t o i l 

s h o r t a g e was S a u d i A r a b i a . I f t h e y c o u l d o n l y be p e r s u a d e d t o 


p r o d u c e a n o t h e r m i l l i o n b a r r e l s p e r day, and u n l o a d t h i s on t h e 

s p o t m a r k e t , t h e c u r r e n t p r i c e s p i r a l w o u l d i m m e d i a t e l y be 


e l i m i n a t e d . I n h-is v i e w , t h e S a u d i s d i d n o t s u f f i c i e n t l y u n d e r s t a n d 


t h e i m p l i c a t i o n s o f t h e c u r r e n t s i t u a t i o n f o r t h e w e s t e r n e c o n o m i e s 


and i n t u r n f o r p o l i t i c a l s t a b i l i t y i n t h e w o r l d . T h i s was n o t 


b e c a u s e t h e y were b a s i c a l l y u n s y m p a t h e t i c , b u t b e c a u s e t h e w e s t ­
i n p a r t i c u l a r t h e A m e r i c a n s - had f a i l e d t o m a i n t a i n c l o s e enough 


c o n t a c t s w i t h them. The P r i m e M i n i s t e r a g r e e d t h a t t h e y a p p e a r e d 


t o b e b a s i c a l l y s y m p a t h e t i c , b u t p o i n t e d o u t t h a t t h e A m e r i c a n s 


were i n a w e a k e r p o s i t i o n v i s a v i s S a u d i A r a b i a f o l l o w i n g t h e 


agreement between E g y p t and I s r a e l o v e r S i n a i . N o n e t h e l e s s , 


i t was i n d e e d i m p o r t a n t f o r t h e w e s t t o e s t a b l i s h c l o s e r c o n t a c t s 


w i t h t h e S a u d i s and p e r s u a d e them o f t h e c o n s e q u e n c e s o f t h e i r 


h o l d i n g b a c k s u p p l i e s . T h e r e m i g h t w e l l be a c a s e f o r a E u r o p e a n 


Head o f Government t o v i s i t R i y a d h a f t e r S t r a s b o u r g , a n d p e r h a p s 


P r e s i d e n t G i s c a r d w o u l d be t h e most a p p r o p r i a t e . 


S i r F r a n k a l s o s a i d t h a t i  t was p o i n t l e s s t o t e l l t h e o i  l 

companies t o keep c l e a r o f t h e s p o t m a r k e t . T h e r e w o u l d a l w a y s 


be some s e c o n d a r y c o m p a n i e s who w o u l d be w i l l i n g t o pay v e r y h i g h 


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


g e t t i n g t h e s p o t m a r k e t p r i c e down was f o r t h e o i l p r o d u c e r s t o 

i n c r e a s e t h e i r s a l e s i n t h i s m a r k e t s i g n i f i c a n t l y . 


The P r i m e M i n i s t e r went on t o s a y t h a t e n e r g y w o u l d be a k e y 

i t e m on t h e agenda a t S t r a s b o u r g , and she w o u l d v a l u e S i r F r a n k ' s 

a d v i c e on what t h e UK p o s i t i o n s h o u l d be. S i r F r a n k s a i d t h a t he 


w o u l d p r e p a r e a n o t e on t h e c u r r e n t o i  l s i t u a t i o n as he saw i t  , 


and he w o u l d be v e r y g l a d t o d i s c u s s t h i s w i t h t h e P r i m e M i n i s t e r 


b e f o r e she l e f t f o r S t r a s b o u r g . He s u g g e s t e d t h a t he m i g h t b r i n g 


w i t h h i m M e s s r s . B a x e n d a l e and H a r t o f S h e l l . The P r i m e M i n i s t e r 
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s a i d t h a t s h e w o u l d t r y t o a r r a n g e a p r i v a t e s u p p e r , t o w h i c h 


she w o u l d a l s o i n v i t e t h e S e c r e t a r y o f S t a t e f o r E n e r g y . 


S a l e o f P u b l i c S e c t o r A s s e t s 


S i r F r a n k s a i d t h a t he was a g a i n s t s e l l i n g o f f p a r t s o f 


n a t i o n a l i s e d i n d u s t r i e s . T h e s e w o u l d t e n d t o be t h e more 

p r o f i t a b l e o nes and t h i s w o u l d d e s t r o y management's m o r a l e ; a nd 


t h e r e was a l w a y s t h e p r o s p e c t t h a t t h e y w o u l d be r e - n a t i o n a l i s e d 


by a f u t u r e L a b o u r Government. I n h i s v i e w , t h e "BP s o l u t i o n " 


was a much b e t t e r way f o r w a r d . 


As r e g a r d s f l o a t i n g o f f s h a r e s i n B r i t i s h A i r w a y s , he 


t h o u g h t t h i s was t h o r o u g h l y f e a s i b l e ; b u t i t w o u l d be a m i s t a k e 


t o make t o o much h a s t e . To do s o w o u l d mean s e l l i n g t h e s h a r e s 


a t a d i s c o u n t t o a s s e t v a l u e s b e c a u s e o f r e l a t i v e l y l o w c u r r e n t 


p r o f i t a b i l i t y ; and t h i s w o u l d be b o t h p o l i t i c a l l y a n d f i n a n c i a l l y 


o b j e c t i o n a b l e . S a l e s o f BA s h a r e s s h o u l d be made o v e r a two t o 

t h r e e y e a r p e r i o d . 


B r i t i s h A e r o s p a c e 


The P r i m e M i n i s t e r a s k e d S i r F r a n k a b o u t t h e C h a i r m a n s h i p 


o f B r i t i s h A e r o s p a c e . S i r F r a n k r e p l i e d t h a t L o r d B e s w i c k w o u l d 


have t o go. L o r d B e s w i c k was t o t a l l y i n a d e q u a t e as a C h i e f E x e c u t i v e 


and t h e A m e r i c a n s who h a d n e g o t i a t e d t h e a i r c r a f t d e a l s l a s t y e a r 


h a d t o l d h i m t h a t he ( L o r d B e s w i c k ) h a d been a h o p e l e s s n e g o t i a t o r . 


He c a r r i e d no w e i g h t i n t h e i n d u s t r y w h a t e v e r . 
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The P r i m e M i n i s t e r s a i d t h a t she saw n o t h i n g b u t d i s a d v a n t a g e 


f o r t h e n a t i o n a l i n t e r e s t i  f t h e i n v o l v e m e n t o r o t h e r w i s e o f 


p r e v i o u s G o v ernments were t o become t h e s u b j e c t o f m a j o r c o n t r o v e r s y . 


S i r F r a n k s a i d t h a t he d i d n o t d i s s e n t f r o m t h i s , b u t he r e p e a t e d 


t h a t i  f t h e DPP were t o p r o c e e d , he w o u l d have l i t t l  e o p t i o n b u t 


t o d e f e n d h i s c o l l e a g u e s . E v e n i  f t h e DPP d i d n o t p r o s e c u t e , 


he d o u b t e d w h e t h e r t h e i s s u e o f p r e v i o u s G o v e r n m e n t s ' i n v o l v e m e n t 


w o u l d s i m p l y d i s a p p e a r . 


12 J u n e 1979 



