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PRIVATISATION

scope for ystantial advan in three areas: British

Airways; airports; and po iit insurance.

We have already agreed to privati British Airways and announced

=,
1980 - has been passed: I
—————— L <
the necessary capital restructurin which would require a short

our decision. Enabling legi ion - the Civil Aviation Act
sh

put proposals to E(NI) on

T e e
Bill; we shall then have ) ! sjons on the timing of

flotation.

On airports, our objective is clear: to minimise Government

involvement in their ownership and operation.

I aim to dispose of some or l of the Civil Aviation Authority's P~(
aerodromes in the Highland nd Islands of Scotland (with a

continuing Scottish Office nt) to the airlines who use them.

One or two disposals nis kind may be possible before the

Election.
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CONFIDENTIAL From the Secretaryof State

We have agreed that we cannot privatise the British Airports
Authority's airports in the short-term because of the uncertainties
arising from the currentwtitigation by airlines and, to a lesser
extent, the public inquiries into the expansion of the South East
irports. But we are actively investigating the scope for introducing
private sector finance into the Authority's investment programme,

starting in this Parliament.

The Authority's airports are, however, clear candidates for
privatisation in the next Parliament. This will raise a series

of problems, which we have already started to work our way through.
We are also looking at the future ownership of local authority
airports in connection with Michael Heseltine's exercise on the
metropolitan authorities, and considering whether local government

should be in the airport business at all.

ECGD provides, in the field of export credits, an insurance and

financing service. Although the latter is now largely privatised
in the sense of the banks serving exporters with all the funds
needed (other than interest rate subsidy) under simple ECGD
guarantees, the private sector has developed very little in the
way of competitive or supplementary export insurance facilities.
Governments cannot escape involvement in the political risks of
such insurance; but there should be scope for devolving some of
ECGD's operations on the United Kingdom private sector. Also, in
contrast to independent enquiries in the mid-50s and early-70s,
an E & AD Departmental "efficiency audit" favours ECGD changing
from Departmental to public corporation status. These findings
are due to come before the PAC shortly. A recently-published CBI

report has made similar recommendations.

We shall therefore be undertaking a fundamental review .of ECGD's
future organisation and functions, which will cover the scope for

privatisation. But if substantive changes appeared possible

legiélation would be needed and implementation would then have to
be left to the next Parliament.
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volvement in seamen's

further

conduct

devolving from th panies Registration Office

the issue of copies of company documents after

they have been registered;

devolving from

and distributi

or bodies (eg Chambers of
of the British Overseas
sion Scheme, which organises

ps of businessmen to seek
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From the Secretaryof State
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an expansion of the revenue earning activities of

Trade Procedures ard (SITPRO)

(o}
its conversion

essentially

I would take thi o) ni y mentior I other possible
candidate for privatisation, ely ti g orological Office.

This falls within John Nott's ponsibilif the industries

for which I am responsible pay a ! tial j of ‘the cost.

The industry's principal representative body, the British Civil
Aviation Standing Conference (BCASC), has suggested that some or
all of the Met Office's activities could be transferred to the
private sector. BCASC believe that market pressures would increase
the Met Office's cost-effectiveness and accountability to its
customers. I have written to John Nott expressing the hope that

as the Minister responsible he will take the same view.

I am sending a copy of this letter to the Prime
other members of E(DL), to John Nott and George Younger,

Sir Robert Armstrong.

/
LORD £0CKFIELD

CONFIDENTIAL




CONFIDENTIAL

10 DOWNING STREET

From the Private Secretary 3 November, 1982

British Airways: Privatisation

As I mentioned to you earlier today, the Prime Minister
has decided that the consideration of British Airways'
privatisation should take place not in E(NI) but in a smaller
group which she will chair. Arrangements have been made today
to set up such a meeting.

The Prime Minister is concerned about the proposal for
a capital restructuring of British Airways. She has commented
that there will be serious implications for British Caledonian
and that she hopes that your Secretary of State's paper for the
meeting will take full account of this.

I am sending a copy of this letter to Margaret O'Mara
(H.M. Treasury), John Gieve (Chief Secretary's Office),
Richard Hatfield (Cabinet Office) and Gerry Spence (Central
Policy Review Staff).

>. SCHOLAR

John Whitlock, Esq.,
Department of Trade
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