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SECRET
1. DISPOSALS IN 1978-79

THE CHANCELLOR OF THE EXCHEQUER kaid that since discuss

ions o!i disposals
had also been taking place in E Commi ttee,

the Sub-Committee might like
to be reminded of the present position with regard ta expected disposals
sposals, for whic}x
£80 million would
Suez Canal shares,

£70 million would come from
New Towns, and £30 million from The Radiochemical Centre ('I'RC) If

legislation was required to achieve the latter sale, it should also be
incorporated in the Industry Bill, In addition to these items, a further
trawl was being undertaken of Government and nationalised industry

for 1978-79. £100 million was envisaged for NEB di
legislation would be provided in the Industry Bill.
come from miscellaneous minor items, including land,

market Towers, British Sugar Corporation,

property, and the Prime Minister had Tequested an examination of the
possibility of further sales of New Town property. E Comuttee had agreed
that progress on all these sales should be reported to them in September,
together with progress on sales totalling £400 million from BGC md BNOC
assets. In the light of that information E Comuttee would then declde g
whether, and if so how many, BP shares should 'be sold dnrmg the mnﬁnt "
Yyear. ,,:,‘,.:”; Py -.Ur»# :
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The Sub-Committee —

LONDE 8
Took note of this statement of the wi Tk
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9. DISPOSAL OF SURPLUS LAND AND BUILDINGS IN THE PUBLIC SECTOR

The Sub-Committee had before them a memorandum by the Secretary of State
for the Environment (E(DL)(79) 10) which made proposals for a new
approach to ensuring the disposal of surplus public land and buildings,
THE SECRETARY OF STATE FOR THE ENVIRONMENT said that vast areas of lang
were not being put to effective use, because they were retained by

various public bodies, including local authorities, nationalised i“d“Stri“,
and the Government Departments. This was particularly noticeable in inpep
areas of cities, and while each public body was left free to make
decisions on disposals in the light of its own interests, there was

little likelihood of substantial change. He believed that the land

should be released for more productive use, and that new powers would be
needed to ensure this. He proposed that the territorial Secretaries of
State should be given power to direct the disposal by sale of particular
public interests in land, subject to suitable safeguards to ensure that
the existing owner had an opportunity to argue for its retention. In
order to ensure that potential developers were aware of the land that
might be disposed of under these powers, he proposed that there should

be a register, maintained by local authorities, and open to public
inspection. The register would cover land and buildings not in full
beneficial use, and owned by public bodies (including Crown land on a
voluntary basis). However the powers to require a register could be
applied specifically to particular geographical areas of the country, and
the size of parcel of land to be included could be specified. Thus it
would be possible to try out the register on an experimental basis, before
it was decided whether to adopt it universally. He believed that only by
a radical new approach of this kind would this longstanding and deep—se"tec

problem be cracked.

In discussion there was general agreement that there was a major proble®
of under-useof public land. However it was argued that the proposals 3
the paper had a number of disadvantages. In the first place they might

jtief
be seen to run counter to the general policies of freeing local author?
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from controls, and of s

industries, once appropriate financial targets and cash limits had b
ad ‘been

set. There was a danger that the compilation of the register would add

to bureaucracy, at a time when the Government wished to apply pr
essure

i reverse di i
in a revers irection. Departments dealing with nationalised industries

already had opportunities to Press them to release surplus land, and
. n o 2
appropriateiallowance’for disposBletcoillabiosnin pian s targets which

were set for the industries.

Against that, it was argued that the work of maintaining a register would

be relatively small, and could be minimised, particularly in the first
instance, by adopting the experimental approach, and limiting the areas,
and sizes of parcel of land to which the register would apply. The register
could provide the basis for local debate, which would be important in
encouraging the release of land, and it would for the first time allow
local authorities to challenge the land holdings of nationalised industries.
In this way the proposals might well find a welcome from local authorities,
in spite of the Ministerial power to direct the sale of local authority
land. There could be a "carrot" element to the scheme as well as a "stick":
NHS experience had shown that authorities would dispose of land, provided
suitable incentives were given in relation to their own objectives. But
e T I T L et

5 o finance
pProjects. This aspect should be further explored in relation to nationalised
industries. The planning procedures, and the need for a "change of use"
also seemed sometimes to be an obstacle to the effective use of land, and

these should be further examined.

THE CHANCELLOR OF THE EXCHEQUER summing up the discussion, said that the
Sub-Committee were agreed that a major effort was desirable to encourage

a more productive use of public land. Ministers should press this in their
own Departmental dealings, and in their relationships with the nationalised
industries which they sponsored. The Sub-Committee also agreed with the
Principle that the territorial Secretaries of State should be granted a
Power to direct the sale of public land. This would apply whether or
not the existing holding of the land had been challenged by a third party.
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It was agreed that the jdea of a register should be pursued experimentally

in the first instance, and so
s application in selected areas and selected sizes of site. The
probably be

the necessary powers should be drafted to

allow it
Sub—Commi ttee had noted that separate legislation would
needed to give effect to proposals of this kind for Scotland.
ge for 1nter—Departmenta1

The Secretax.y

of State for the Environment should now arran

consultatioﬁs on the shape of the proposals, including in particular

further consideration of the scope for incentives for disposing au‘c.horif,iesl

in consultation with the Treasury, and the likely shape of legislation
needed, in consultation with the Law Officers. When proposals were clearey,
the Secretary of State for the Environment, and the Secretary of State for
Scotland, should initiate consultations with the local authorities, and

 nationalised industries.
industries should be agreed by the Ministers responsible for sponsoring
Departments. In the light of consultations, the Secretary of State for

the Environment, and the Secretary of State for Scotland should bring back

The terms of the approach to nationalised

specific proposals to the Sub-Committee.
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~ Took note, with approval, of the summing up of their discussion
by the Chancellor of the Exchequer, and invited the Ministers

BERE OGO ‘{‘.‘oncerned to be guided accordingly.
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5. DRAKE AND SCULL HOLDINGS LIMITED

The Sub-Committee had before them a memorandum by the Secretary of State

for, the, Enyiromment, (R(PL)(7G) 13) discussing possible methods for

gimposing of tie AoperFus shareholding in Drake a.nd Scull Holdings
Limited.

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the Company was a
firm of mechanical and electrical engineering contractors, in which the
previous Government had acquired a shareholding as part of a rescue
operation. The Company was now profitable again, and it should be possible
to dispose of the Government's shareholding, with a total income of about
£800,000, and a capital gain of about £225,000, to the Government. Ee

had examined possible methods of encouraging an employee shareholding

in the Company as a result of the sale, and the paper discussed possible
courses of action. On balance he concluded that in this case he should

recommend a sale without employef’ participation.

THE CHANCELLOR OF THE EXCHEQUER, summing up a brief, discussion, said

that although the Sub-Committee were in general in favour of encouraging

an employee shareholding, in this instance the costs of making such an

The Sub-Committee
therefore agreed that the sale should proceed on the basis of the Course C
described in the paper, in which the whole shareholding would be placed

& 2sv orsil? bos
nilyissih oS Jox Bue .toullll'.
sLdesineh .‘ bloow 31 o

arrangement seemed incommensurate with the likely result.

with institutional investors. i ¢ dads dMelz
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4. SALE OF SHARES IN THE NATIONAL FREIGHT CORPORATION

The Sub-Committee had before them a memorandum by the Minister of
Transport (E(DL)(79) 12) discussing proposals for introducing private

investment in the National Freight Corporation (NFC).

THE MINISTEIi OF TRANSPORT said that the NFC was a prime candidate for

‘denationalisation. It provided a variety'of services, in competition
with the private sector, and constituted about 10 per cent of the road
haulage industry. The present proposals were fully supported by the
NFC Board. It was intended that legislation should create a Company undep
the Companies Act to imherit the assets and liabilities of NFC, and with
100 per cent Government shareholding in the first instance. At an
appropriate time, it would then be intended to sell most or all of the
shareholding. The proceeds of the sale would be offset to a considerable
extent by the need to make good deficiencies in the pension fund, but '
denationalisation was desirable in any case, and would avoid any contingent
liability on the part of the Government for the future performance of the
NEGe el

whigervovas

In discussion it was noted that the proposals would be likely to arouse

.~ considerable political controversy, and probably opposition from the unions
" concerned, the TGWU and NUR. A record of industrial action could make the
bmd'béthemlpany to be created by legislation more difficult to sell,
and t@e‘xe was a risk that Government control would be reduced by the
; I@ﬁtl&man., and yet the discipline of a private shareholding would not
‘achieved. It would be desirable to have the sale as close as possible
,mhemb of the legislation, although the choice of timing of the
e affected by the profit record of the NFC, and by the

ic sector disposals which could be competing for

QUER, summing up the discussion said, tha®
hat legislation should be prepared on the "

@mmclal Secretary, Treasury should, 3% _
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public sector disposals onto the market, and in deciding on the operativ
: e
he conversion of the NFC to a privat Ha M ¢

i tE for the P e °mpan}! e ini -

Transport should consult with the Financial Secretary, Treasury. The ai
’ . 1im

should be a fairly short period during which the Government had a
100 per cent shareholding.

The Sub-Committee -

Took note, with approval, of the s i 3 A 3
by the Chancellor of the Exchequerm, ng up of their discussion




€ CONFIDENTIAL

[CONFIDENTIAL |

CONFIDENTIAL
5. DISPOSALS IN 1980-81

The Sub-Committee had before them a memorandum by the Financial Secretary
3
Treasury (E(DL)(79) 9) discussing proposals for public sector disposals

in 1980-81.

THE FINANCIAL SECRETARY, TREASURY said that public expenditure discussiopg
recently undertaken in Cabinet had assumed that at least £500 million
would be available from public sector disposals in 1980-81. The Annex t,
the paper listed those items which had so far been identified. It seemeq
likely that additional items would be needed to ensure the necessary sum,
in particular from land and property and New Towns disposals. Experience
in the current year had shown the difficulties of reconciling the need
for a specific sum to be achieved to a timetable, and the choice of how,
what, and when items should be sold. It was therefore not too early to

be aiming for firm targets for 1980-81 disposals.

THE CHANCELLOR OF THE EXCHEQUER summing up a brief discussion said that
the Sub-Committee would return to this issue in September. At that meeting
all Ministers with items for disposal mentioned in the paper should be
ready to report with firm proposals for the specific content and timing.
The Sub-Committee would also then consider general guidelines for the
financial arrangements appropriate between Government and companies

transferred from the public to the private sector.

The Sub-Committee -

Took note, with approval, of the summing up of their discussion
by the Chancellor of the Exchequer.

Cabinet Office

27 July 1979 i




	CAB 134 4339 (35)
	CAB 134 4339 (36)
	CAB 134 4339 (37)
	CAB 134 4339 (38)
	CAB 134 4339 (40)
	CAB 134 4339 (42)

