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Memorandum by the Financial Secretary ——esouin

*\f

The Chancellor of the Exchequer said in his Budget Statement that
sales of state-owned assets to the private sector served the
immediate purpose of helping to reduce the excessive public sector
borrowing requirement. They were all the more necessary this year,
given the difficulty of cutting back public sector spending
progremmes in the short term. The Chancellor emphasised that such
sales were not justified simply by the help that they give to the
short term reduction of the PSBR, but were an essential part of the
Government's long term programme for promoting the widest possible
participation by the people in the ownership of British industry.
This objective had implications, not merely for the scale of the
Government's programme for selling state-owned assets, but also for
the methods of sale adopted.

2. In accordance with the Committee's remit at their last meeting
(B(DL)(79)1st Meeting) I am now putting forward proposals about the
relationship of these policy objectives - the immediate need to
Teduce the PSER and the extension of wider public ownership - to the
%ale of part of the Government's holding of BP shares o &s to '
“educe the combined Government and Bank holding to 35 per cent (ie
Government 14.87 per cent, Bank 20.13 per cent). This pa?er t‘also
Teferg briefly to the disposal of NEB holdings- (The application
:::‘.’l’ Policy objectives to the disposal of other assets can be
“S1deregy later).
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10. In 1977 the Company were keen to market some stock in the US.

They believed that it was valuable presentati onally to have a
substantial US shareholding in view of their growing interests there
following their Sohio acquisition. (In the event in 1977 many
Americans who bought stock soon sold it and it was repatriated to the
UK.) BP may favour & sale in Frankfurt this time for similar reasom
in view of their recent deal with VEBA, which has resulted in a
significant increase in their West German interests. The further
advantage of sales abroad is that it reduces the risk of crowding out
the UK equity market and to some extent the gilt edged market t00-
(The.monetary implications of sales abroad are dealt with in more
detail in paragraph 15 below.)
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12. Form of Issue
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14, Timing
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Monetary Aspects
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16. However, some purchases of shares by domestic residents might be
financed by borrowing from overseas,
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(iii) BP stock should be marketed in London and in New York and
possibly in at least one other centre; the amaunt to be sold abroad
should be decided later in the light of the assessment of the market;

(iv) The Chancellor of the Exchequer should agree the timing of
the BP sale with the Prime Minister.
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gp STOCKHOLDERS

Amount of £1 units held
1l - 50
DIN — 250
251 — 1,000

le0e1 = 10,000
10,001 - 100,000
100,001 - 1 million

Over 1 million

N
umber of Stockholders*

54,918
76,166
32,446
5,730
707

225

157
1705217

* As at 31 December 1978
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