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PRIME MINISTER 


At the meeting of the Sub-Committee of the Economic S t r a t e g y 

Committee, on D i s p o s a l of P u b l i c Assets (E(DL)) on Wednesday 

a f t e r n o o n , I undertook to c o l l e a g u e s t h a t I would r e p o r t to you 

on the present p o s i t i o n r e g a r d i n g d i s p o s a l s i n the cu r r e n t 

f i n a n c i a l year. 


2. In the Budget statement I s a i d , f o l l o w i n g the l i n e agreed i n 

Cabinet on 31st May, th a t we i n t e n d to ensure that s a l e s of p u b l i c 

a s s e t s i n the c u r r e n t f i n a n c i a l year w i l l amount to "some I I b i l l i o n " 

and t h a t the bi g g e s t c o n t r i b u t i o n to t h i s t o t a l w i l l come from s a l e s 

of a f u r t h e r p a r t of the h o l d i n g s i n BP. Although the statement 

l e f t the content of the £1 b i l l i o n d e l i b e r a t e l y vague i f was 

envisaged t h a t i  t would comprise:­

£65Cm - BP shares ( r e d u c i n g our h o l d i n g t o 35 per cent 
i n c l u d i n g the 20 per cent d i s p u t e d by Burmah) 

£100m - NEB h o l d i n g s 
£30m - Land and pr o p e r t y 

£200m+ - s a l e s of BNOC or B r i t i s h Gas i n t e r e s t s . 

The commitment of p r i n c i p l e was, of course, q u i t e p l a i n - and 

c r u c i a l to the Budget a r i t h m e t i c . 


3. The S e c r e t a r y of S t a t e f o r Energy now argues that 

d i s p o s a l s from B r i t i s h Gas could only be achieved i n the face 

of determined o p p o s i t i o n from the Chairman, and f e e l s t h a t the 

p o l i c y changes we wish to see f o r BGC co u l d best be achieved 

i f we a v o i d a c o n f r o n t a t i o n on t h i s i s s u e i  f at a l  l p o s s i b l e . 

He would t h e r e f o r e look to BNOC f o r the c o n t r i b u t i o n 


/from h i s 
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from h i s i n d u s t r i e s , but he has p o i n t e d out t h a t l e g i s l a t i o n would 

be needed and t h a t d e c i s i o n s have yet t o be made on p o l i c i e s f o r 

BNOC. He proposes t h e r e f o r e to i n c l u d e , i n the paper which he 

hopes to b r i n g forward to c o l l e a g u e s i n the next couple of v/eeks, 

a d i s c u s s i o n of the v a r i o u s p o s s i b l e o p t i o n s f o r a c h i e v i n g h i s 

c o n t r i b u t i o n to the Budget commitment. 


4. The S e c r e t a r y of S t a t e f o r I n d u s t r y i s c o n f i d e n t t h a t NEB s a l e s 

can c o n t r i b u t e £100m. He w i l l b r i n g forward d e t a i l e d p r o p o s a l s soon 


5. That leaves the main element of the commitment, as s p e c i f i c a l l y 

i d e n t i f i e d i n the Budget: the s a l e s o f BP shares. S e v e r a l 

c o l l e a g u e s f e e l t h a t t h i s d e c i s i o n may have been endorsed i n Cabinet 

w i t h only l i m i t e d i n f o r m a t i o n , and t h a t subsequent developments i n 

the o i l supply s i t u a t i o n c o u l d now c a l l i t i n t o q u e s t i o n . Although 


i the s i z e of our s h a r e h o l d i n g does not m a t e r i a l l y a l t e r the s e c u r i t y 

of o i  l s u p p l i e s or the degree of Government c o n t r o l over company 

p o l i c y ( s i n c e we have always stood w e l l back from i t ) , they f e e l 

t h a t p o l i t i c a l l y i t might be d i f f i c u l t to e x p l a i n a s a l e at t h i s 

/birne^	 And they argue that the value of the shares may r i s e r a p i d l y 

i n the next year or two which coul d make the s a l e seem f i n a n c i a l l y , 

as w e l l as p o l i t i c a l l y , imprudent. 


6. I see some f o r c e i n these arguments. But I am bound to 

emphasise too the s t r e n g t h of the p o l i t i c a l commitment which we 

entered i n t o only l a s t week to cut the PSBR by the medium of these 

s a l e s . No a l t e r n a t i v e means of a c h i e v i n g the cut has been 

suggested t o me. 


7. I f the BP s a l e i s t o take p l a c e c o l l e a g u e s i n g e n e r a l f e e l (and 
I agree w i t h t h i s ) that i  t should be organised so as to g i v e as much 
preference as p o s s i b l e to employees, and s m a l l s h a r e h o l d e r s . The 
F i n a n c i a l S e c r e t a r y i s p r e p a r i n g a d e t a i l e d scheme f o r h a n d l i n g the 
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s a l e i f we decide to go ahead, and w i l l take f u l l account o f these 

aims. He w i l l a l s o e x p l o r e the p o s s i b i l i t y of a p r i v a t e l y 

f i n a n c e d t r u s t being set up to a s s i s t employees w i t h loans t o 

f i n a n c e the purchase of shares. The Company i t s e l f have ideas 

f o r t h i s which may f i  t our plans q u i t e w e l l . 


9. There i s a p o s s i b l e problem on t i m i n g . The Bank adv i s e 
t h a t i  t may w e l l be d e s i r a b l e t o make the s a l e d u r i n g J u l y t o 
o b t a i n the best p r i c e , and t h a t leaves l i t t l  e time f o r p r e p a r a t i o n . 
I f you have any s t r o n g f e e l i n g , i n view of the r e s e r v a t i o n s of 
some c o l l e a g u e s , t h a t we should re-examine the arguments f o r the 
BP s a l e we need to do so soon. I f on the other hand you f e e l , 
as I do, t h a t we are f i r m l y committed and t h a t the d e c i s i o n should 
s t a n d , the d e t a i l of the s a l e procedures c o u l d be looked at again 
i n E(DL). 

9. I should be g r a t e f u l to know how you would l i k e us to proceed. 
I am copying t h i s l e t t e r to a l l Cabinet c o l l e a g u e s , the M i n i s t e r 
of T r a n s p o r t , the Atto r n e y G e n e r a l , the Lord Advocate, and 
S i r John Hunt. 

(G.H. ) 
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