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S a l e of N e w T o w n A s s e t s 

1. A t y e s t e r d a y a f t e r n o o n ' s s e m i n a r o n M o n e t a r y p r o b l e m s , the P r i m e 

M i n i s t e r got o n to the q u e s t i o n o f t he s a l e o f N e w T o w n a s s e t s a s one w a y 

of r e d u c i n g the n e e d to s e l l e n e r g y a s s e t s . She s a i d t ha t s h e w o u l d c h a s e 

t h e m a t t e r h e r s e l f bu t s u g g e s t e d t ha t I, t o o , m i g h t h a v e a l o o k a t i t . I 

h a v e done s o m e r a p i d f e r r e t i n g t h i s m o r n i n g a n d the r e s u l t s m a y be o f 

i n t e r e s t a s b a c k g r o u n d f o r t he P r i m e M i n i s t e r ' s o w n e n q u i r i e s . 

2. T h e a s s e t s u n d e r d i s c u s s i o n a r e the c o m m e r c i a l a n d i n d u s t r i a l 

p r o p e r t i e s o w n e d by the v a r i o u s ' N e w T o w n s ' . W e a r e no t t a l k i n g a b o u t 

t h e i r r e s i d e n t i a l p r o p e r t y . T h a t i s a l r e a d y b e i n g s o l d off r e a s o n a b l y 

r a p i d l y to s i t t i n g t e n a n t s , bu t the p o i n t i s tha t s u c h s a l e s do v e r y l i t t l e 

to h e l p the P S B R b e c a u s e the G o v e r n m e n t h a s to l e n d the t e n a n t the 

m o r t g a g e to f i n a n c e the s a l e . 

3. T h e a m o u n t of c o m m e r c i a l a n d i n d u s t r i a l p r o p e r t y w h i c h c o u l d , i n 

p r i n c i p l e , be s o l d w a s f i r s t e s t i m a t e d a t £ 2 b n . T h i s w a s a r a p i d i n i t i a l 

e s t i m a t e , u n d e r t a k e n no t b y the D e p a r t m e n t but by a n o u t s i d e c o n s u l t a n t 

a n d he h a d i n s u f f i c i e n t d a t a to w o r k u p o n . T h e t r u e f i g u r e i s m u c h n e a r e r 

£ l b n . 

4. T h e N e w T o w n s a r e , of c o u r s e , m a j o r b o r r o w e r s f r o m the N a t i o n a l 

L o a n s F u n d ( N L F ) . F o r s o m e t i m e t h e y h a v e b e e n f i n a n c i n g p a r t of t h e i r 

r e q u i r e m e n t s f o r new_devj : lop jTien t_by s e l l i n g o f f s o m e of t h e i r e x i s t i n g 

c o m m e r c i a l a n d i n d u s t r i a l p r o p e r t y to the s i t t i n g t e n a n t s . M  r H e s e l t i n e ' s 

e s t i m a t e of p r o v i d i n g s o m e £ 7 0 m . of r e l i e f to the P S B R w i t h o u t l e g i s l a t i o n 

i s h i s g u e s s a s to the e x t e n t to w h i c h he c o u l d ' t w i s t the a r m s ' of the 
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Chairmen of New Town Corporations to speed up this process and hence 

reduce their borrowings from the NLF. His ability to do this is confined 

to New Towns which are still in the process of expansion. 'Old' New Towns 

which have virtually completed their programmes are much better able to 

resist such pressures. 


5. To go beyond the £70m. would require legislation so that the Govern­

ment could go beyond 'arm twisting' and deal with both 'new' New Towns 

and 'o owns. But the bottleneck then becomes a different one: the 

speed at which one can negotiate with the sitting tenants. The Leases are 

inevitably complex and varied. Some of the sitting tenants were given 

very generous Leases to attract them in to the town so that the organic 

development of the town could be achieved. Some of the sitting tenants 

would not wish to purchase the freehold and external buyers would need 

to be looked for, and the complications of selling a property where the 

Lease had these 'social considerations' built in to it are obvious . It is 

anybody's guess how much more than £70m. could be shifted over the 

next nine months but, say, £200m. might be a reasonable 'off-the-cuff 

figure. 


6. An alternative to dealing with it property-by-property would be to try 

to sell enormous blocks, not to the sitting tenants, but to some outside 

consortium of pension funds or insurance companies. The snags here 

are that some of the Leases do give the sitting tenant the right of first 

refusal; that it would be impossible to have any 'small man' element in 

such an approach (except to the extent to which the 'small man' has his 

savings in pension funds); and that the price obtained by such a block 

approach might well not be as good as attempting individual sales and 

negotiating on the particular circumstances of each case. 


7. Lastly, my information is that Mr Heseltine has himself been putting 

a great deal of steam behind all this and is doing his best to go faster and 

further than many of his officials would prefer. 
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8. I s h o u l d e m p h a s i s e tha t the a b o v e i s the r e s u l t of a v e r y r a p i d 

e n q u i r y . It i s a l m o s t c e r t a i n l y not a c c u r a t e i n e v e r y d e t a i l but I 

thought the P r i m e M i n i s t e r m i g h t p r e f e r to h a v e s o m e t h i n g r o u g h but 

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

9. I a m s e n d i n g a c o p y of t h i s m i n u t e to S i r J o h n H u n t . 

19 J u l y 1979 
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