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PRIME MINISTER 


John Nott d i d d i s c u s s the g i s t of h i s minute of 7 May w i t h me but 

now t h a t I have seen h i s minute I would l i k e to r e s t a t e my p r e f e r e n c e 

f o r immediate a b o l i t i o n - John's o p t i o n ( i ) - but I would r e s i s t 

the i d e a of our r e s e r v i n g powers f o r ad hoc Boards to r e v i e w 

i n d i v i d u a l p r i c e s or f o r i n d i v i d u a l p r i c e i n c r e a s e s to be r e v e r s e d 

r e t r o s p e c t i v e l y . There a r e many o b j e c t i o n s to the P r i c e Commission 

but among the most important a r e t h a t i t i n v o l v e s i n t e r f e r e n c e by 

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

c r e a t e s u n c e r t a i n t y among f i r m s about the p o s s i b i l i t y of P r i c e 

Commission i n t e r f e r e n c e . The p o s s i b i l i t y of ad hoc Boards of 

i n v e s t i g a t i o n would not remove t h a t u n c e r t a i n t y but would i n f a c t 

c r e a t e new and unkown u n c e r t a i n t i e s , and would c a n c e l out any boost 

to b u s i n e s s c o n f i d e n c e which John b e l i e v e s , a s I do, to be n e c e s s a r y . 

 a p p r e c i a t e the r i s k t h a t o u t r i g h t a b o l i t i o n of the Commission might 


have p o l i t i c a l r e p e r c u s s i o n s and an a d v e r s e impact on the autumn pay 


round. But we should be c a r e f u l not to exaggerate the impact of the 


P r i c e Commission on u n i o n sentiment; the a b o l i t i o n of the p r o f i t 


s a f e g u a r d s l a s t w i n t e r d i d n o t h i n g to moderate uni o n wage demands and 


most people a l r e a d y understand t h a t the P r i c e Commission has had no 


e f f e c t i v e impact on p r i c e i n c r e a s e s . I f we want to o f f e r a sop to 


t r a d e union sentiment we can draw a t t e n t i o n to the f a c t t h a t we a l r e a d y 


p o s s e s s powers to c o n t r o l many p r i c e s under the F a i r T r a d i n g A c t . 


P r o v i d e d a monopoly s i t u a t i o n which o p e r a t e s a g a i n s t the p u b l i c 


i n t e r e s t can be found to e x i s t , a Monopolies Commission i n v e s t i g a t i o n 


can empower us to order more e x t e n s i v e p r i c e r e d u c t i o n s than are 


/ p o s s i b l e ... 
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p o s s i b l e f o l l o w i n g a P r i c e Commission i n v e s t i g a t i o n . I suggest t h a t , 


when announcing the a b o l i t i o n of the P r i c e Commission, we should a l s o 


r e f e r to our a b i l i t y , should i t be needed, to use the Monopolies 


Commission machinery f o r p r i c e i n v e s t i g a t i o n s . ( I understand t h a t we 


can i n s t r u c t the Monopolies Commission to l i m i t t h e i r i n v e s t i g a t i o n 


o n l y to p r i c i n g p r a c t i c e s of monopolists and to r e p o r t w i t h i n a 


r e l a t i v e l y s h o r t time s c a l e ) . 


No doubt i t w i l l be n e c e s s a r y to c o n s i d e r what i n t e r i m arrangements 


should be made f o r the p e r i o d between the announcement of the 

i n t e n t i o n to a b o l i s h the P r i c e Commission, i  f t h a t i s the d e c i s i o n , 

and the enactment of the l e g i s l a t i o n , i n o r d e r to c u r t a i l the 

Commission's a c t i v i t i e s d u r i n g t h a t time. 

I am copying t h i s minute to C a b i n e t c o l l e a g u e s and S i r John Hunt. 


K J 
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