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BNOC: FUTURE STRUCTURE AND PRIVATE SECTOR PARTICIPATION 


I t i s e s s e n t i a l t h a t tomorrow we t a k e t h e b a s i c d e c i s i o n s on t h i s . 

I f we don't: 


( a ) t h e r e i s a grave r i s k t h a t we won't be able t o g e t l e g i s l a t i o n 
t h r o u g h i n t i m e ; 

( b ) our whole p o l i t i c a l stance w i l l be undermined; 

( c ) e a r l y support f o r t h e PSBR w i l l become i m p o s s i b l e . 

N o t h i n g has changed my view t h a t t h e p l a n I o r i g i n a l l y p u t f o r w a r d 

and which was v i r t u a l l y agreed on 26 November i s t h e r i g h t one. 


Key p o i n t s a r e : 


( i )	 We must r e t a i n 100% c o n t r o l over t h e crude o i l t r a d i n g o p e r a t i o n 

i n t h e i n t e r e s t s o f n a t i o n a l s e c u r i t y o f su p p l y ; 


( i i  )	 We must separate t h e h i g h l y p o l i t i c a l t r a d i n g o p e r a t i o n 

f r o m t h e commercial upstream o p e r a t i o n . I f we don't t h e r e i s 

no p r o s p e c t o f i n t e r e s t i n g t h e p r i v a t e i n v e s t o r on ac c e p t a b l e 

terms. T h i s i s q u i t e d i f f e r e n t from t h e B r i t i s h A i r ways' p o s i t i o n . 

I n t h e BNOC case t h e r e i s no way i n which anyone c o u l d be 

convinced t h a t t h e Government would not i n t e r f e r e i f o i l t r a d i n g 

and upstream o p e r a t i o n s remain t o g e t h e r . 


( i i i )	 A g a i n , u n l e s s t h e management i s s p l i t we won't convince 

anyone t h a t t h e Government w i l l not i n t e r f e r e t h r o u g h a j o i n t 

management w i t h t h e N o r t h Sea company. I do not accept t h a t 

s p l i t t i n g should cause management problems. We have a l s o 

e s t a b l i s h e d t h a t EEC c o n s i d e r a t i o n s a c t u a l l y f a v o u r a s e p a r a t i o n . 


( i v )	 The impact on t h e PSBR o f whatever we do i s i m p o r t a n t - but i t 

i s obvious t h a t b e n e f i t s sooner mean revenue f o r t h e PSBR foregone 

l a t e r . A l l t h e f i n a n c i a l s i g n s seem t o f a v o u r "sooner". We mu± not 
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f o r g e t t h e u n d e r l y i n g i s s u e - our p o l i c i e s o f r e d u c i n g t h e p u b l i c 

s e c t o r . 


Timing 


S u c c e s s f u l p r i v a t i s a t i o n by whatever r o u t e i s g o i n g t o r e q u i r e 

l e g i s l a t i o n . I f we cannot reach d e c i s i o n s now t o proceed w i t h t h i s 

l e g i s l a t i o n we have no p r o s p e c t o f g e t t i n g i t t h r o u g h i n t i m e . 

W i t h o u t e a r l y l e g i s l a t i o n p r i v a t i s a t i o n and t h e b e n e f i t s t o t h e PSBR 

cannot be achieved. The l a t e r we get i t t h e l a t e r t h e b e n e f i t s and 

the l o n g e r severe p o l i t i c a l and managerial u n c e r t a i n t i e s remain. I 

ought now t o be d e c i d i n g on t h e new chairman o r chairmen. But I 

cannot move w i t h c o n t i n u i n g u n c e r t a i n t y . 


F a i l u r e t o reach a d e c i s i o n must •amount t o a d e c i s i o n t o keep t h e 

s t r u c t u r e as i t i s now, th u s f r u s t r a t i n g our d e t e r m i n a t i o n t o 

d e n a t i o n a l i s e BNOC and set up a new independent B r i t i s h O i l company. 

T h i s would be seen by t h e p a r t y and t h e backbenchers as a major 

r e t r e a t from our p u b l i c l y s t a t e d p o s i t i o n . 


Far from b a c k i n g away from t h i s c e n t r a l theme i n our s t r a t e g y a t t h i s 

moment, I t h i n k t h e arguments f o r s t a r t i n g now t o b r i n g c a p i t a l i s m t o 

the people are s t r o n g e r t h a n ever. To proceed on t h e l i n e s I suggest 

g i v e s us ample t i m e t o c o n s i d e r and develo p , a t t h e a p p r o p r i a t e pace, 

r e a l l y i m a g i n a t i v e schemes f o r 8 s u b s t a n t i v e w i d e n i n g o f ownership, 

f o r example, a l o n g t h e B r i t i s h Columbian model, i f we so de c i d e . 


I hope we w i l l be able t o agree on F r i d a y t o press ahead w i t h 

r e s t r u c t u r i n g and p r i v a t i s i n g BNOC on t h e l i n e s proposed i n my papers 

t o E Committee and t h a t we should set about p r e p a r i n g l e g i s l a t i o n 

a t once. 


Copies o f t h i s minute go t o t h e C h a n c e l l o r o f t h e Exchequer, Lord P r i v y 

S e a l , S e c r e t a r y o f S t a t e f o r Trade, S e c r e t a r y  o f S t a t e f o r I n d u s t r y , 

t h e C h i e f S e c r e t a r y , S i r Kenneth B e r r i l l and S i r Robert Armstrong« 

S e c r e t a r y o f S t a t e f o r F o r e i g n A f f a i r s , t h e A t t o r n e y General. 
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