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Memorandum by the S e c r e t a r y of State f o r Trade 


1. Mr St John Stevas's P r i v a t e Member's B i l  l proposes S i g n i f i c a n t 
increases i n the scope of the C o m p t r o l l e r and A u d i t o r General s (C and AG 
r e s p o n s i b i l i t i e s i n respect of n a t i o n a l i s e d i n d u s t r i e s . I have a p a r t i c u l a r 
i n t e r e s t i n these proposals as I am r e s p o n s i b l e f o r the Monopolies and 

d u s t r x e S
Mergers Commission where f u n c t i o n s i n r e l a t i o n to n a t i o n a l i s e d  ^
 
could be taken over by the C and AG. But i t i s not from t h a t p o i n t of view 

tbat I w r i t e t h i s memorandum but r a t h e r because of my r e s p o n s i b i l i t y l o r 

c e r t a i n of the n a t i o n a l i s e d i n d u s t r i e s . 


2. There i s no common ground between our important p o l i c i e s f o r 

i n c r e a s i n g the e f f i c i e n c y of the n a t i o n a l i s e d i n d u s t r i e s and the 

Parliamentary pressures t o expand the r o l e of the C and AG and the P u b l i c 

Accounts Committee i n the n a t i o n a l i s e d i n d u s t r i e s as w e l l as _ i n other 

matters. A search f o r compromise i s t h e r e f o r e i d l e : i f we g i v e way, we 

s h a l l be s a c r i f i c i n g not only our n a t i o n a l i s e d i n d u s t r y p o l i c i e s but the 

n a t i o n a l i s e d i n d u s t r i e s themselves. 


3. Our p o l i c i e s are to p r o v ide an i n c r e a s i n g l y tough commercial regime of 

s t r a t e g i c , f i n a n c i a l and performance o b j e c t i v e s f o r the i n d u s t r i e s w i t h 

stronger s e l f a p p r a i s a l by t h e i r Boards u s i n g t h e i r own a u d i t s t a l l ana 

p e r i o d i c e x t e r n a l s c r u t i n y . A l l our pressures - and our appointments to 

boards - are f o r the i n d u s t r i e s t o be run commercially. Commercial d e c i s i o n s 

c a l l f o r speed of a n a l y s i s and d e c i s i o n , and the judgment and readiness to 

take r i s k s . 


4. The C and AG, by c o n t r a s t , operates a continuous p u b l i c a u d i t a g a i n s t 

norms of behaviour and a c c o u n t a b i l i t y developed f o r M i n i s t e r i a l a c t i v i t i e s , 

w i t h the prime emphasis on p u b l i c d e f e n s i b i l i t y , f a i r n e s s and c o n s i s t e n c y 

of treatment, the d e t a i l e d r e c o r d i n g of every d e c i s i o n and the avoidance o l 

r i s k s . Nor should we delude o u r s e l v e s t h a t f o r the C and AG to take on 

b e t t e r s t a f f from the commercial f i e l d would fundamentally a l t e r the 

s i t u a t i o n : the r e p o r t i n g p o i n t would s t i l  l be a P a r l i a m e n t a r y Committee, 

i n which e x p e r t i s e and pressures would be p o l i t i c a l r a t h e r than e f f i c i e n t 

business management. 


- Continuous and d e t a i l e d P a r l i a m e n t a r y a u d i t w i t h Exchequer arid A u d i t 

Department s t a f f s i t t i n g i n the i n d u s t r i e s would f o r c e M i n i s t e r s a l s o to 

look over the i n d u s t r i e s ' shoulders i n burdensome d e t a i l . Sponsor M i n i s t e r s 

would not f i n d i  t a c c e p t a b l e f o r P a r l i a m e n t , through the C and AG, to have 

more i n f o r m a t i o n than they d i d , w h i l e they remained r e s p o n s i b l e t o 
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Parliament f o r the i n d u s t r i e s . I t would become even more d i f f i c u l t to 

r e c r u i t able people from the p r i v a t e s e c t o r to work i n the i n d u s t r i e s , 

e i t h e r as ex e c u t i v e s or on the boards. 


6. P r i v a t i s a t i o n would be put at s e r i o u s r i s k . The temptation would be 

gr e a t , i n a committee w i t h a b u i l t - i n O p p o s i t i o n m a j o r i t y , to time the 

examination of p a r t i c u l a r i n d u s t r i e s so as to i n h i b i t p r i v a t i s a t i o n . 


7. I f B r i t i s h Telecom cannot cope w i t h a Monopolies and Mergers 

Commission i n q u i r y p r i o r to p r i v a t i s a t i o n , how could i t cope w i t h a f u l l 
blooded i n v e s t i g a t i o n by the C and AG and the P u b l i c Accounts Committee? 


c: 

Department of Trade 


14 December 1982 
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