
NOTE FOR THE RECORD 


The P r i m e M i n i s t e r h e l d a m e e t i n g w i t h t h e S e c r e t a r y o f S t a t e 


f o r E n e r g y a t 1400 h o u r s on Wednesday 6 June 1979. The f o l l o w i n g 


a r e t h e main p o i n t s w h i c h were d i s c u s s e d . 


C h a i r m a n s h i p o f BNOC 


Mr. H o w e l l s a i d t h a t L o r d K e a r t o n i n t e n d e d t o r e s i g n as f r o m 


30 J u n e , though he had a s k e d him t o s t a n d r e a d y t o s t a y on f o r 


a few weeks a f t e r t h a t u n t i l t h e Government's i d e a s on t h e f u t u r e 


o f BNOC were a l i t t l  e c l e a r e r . The P r i m e M i n i s t e r s a i d t h a t , i n 

h e r v i e w , S i r F r a n k MacFadzean w o u l d be an i d e a l s u c c e s s o r . He 


had r e s i g n e d from B r i t i s h A i r w a y s f o r p e r s o n a l r e a s o n s , n o t 

b e c a u s e o f i l  l h e a l t h ; and he was v e r y keen t o t a k e on a new 


e x e c u t i v e r e s p o n s i b i l i t y . I r r e s p e c t i v e o f t h e f u t u r e s t r u c t u r e 


and a c t i v i t i e s o f BNOC, he w o u l d be an e x c e l l e n t c h o i c e . I f 


n e c e s s a r y , he w o u l d have no o b j e c t i o n t o p r e s i d i n g o v e r t h e r u n n i n g 


down o f BNOC. I f Mr. H o w e l l r e g a r d e d him as an a c c e p t a b l e c h o i c e , 


she t h o u g h t t h e s o o n e r he t o o k o v e r t h e b e t t e r . 


Mr. H o w e l l r e p l i e d t h a t he w o u l d be e x t r e m e l y happy f o r 

S i r F r a n k t o be a p p o i n t e d . The P r i m e M i n i s t e r s a i d t h a t she woul d 


a c c o r d i n g l y sound him out on t h e p o s s i b i l i t y . 


O i l S i t u a t i o n 


Mr. H o w e l l s a i d t h a t t h e c u r r e n t o i l s h o r t a g e was c e r t a i n l y 


s e r i o u s . On c u r r e n t p r i c e l e v e l s , demand e x c e e d e d s u p p l y by about 


7 p e r c e n t . On t h e o t h e r hand, s u p p l y i n t h e c u r r e n t q u a r t e r was 


about t h e same as i t had been i n t h e same q u a r t e r l a s t y e a r . The 


s h o r t a g e s were so f a r m a n i f e s t i n g t h e m s e l v e s m a i n l y a t t h e p e t r o l 


pump, though l o w e r f u e l d e l i v e r i e s were l i k e l y t o r e d u c e B r i t i s h 


R a i l ' s s e r v i c e s n e x t week, and t h e f a r m i n g community were c o m p l a i n ­


i n g about s h o r t a g e s o f d i e s e l f u e l . The Department o f E n e r g y were 


coming under g r e a t p r e s s u r e , as were e n e r g y d e p a r t m e n t s i n a l l o t h e r 

Western c o u n t r i e s , t o i n t e r v e n e i n t h e market and a l l o c a t e s u p p l i e s . 


But he was v e r y much a g a i n s t g i v i n g i n t o s u c h p r e s s u r e u n l e s s t h e 

s h o r t a g e s got s i g n i f i c a n t l y worse. T h e r e was some sc o p e f o r l e a n i n g 

on t h e o i l companies t o a l l o c a t e t h e i r s u p p l i e s as between d i f f e r e n t 


t y p e s o f c u s t o m e r . However, t h e y had t h e i r own l e g a l o b l i g a t i o n s 


not t o d i s c r i m i n a t e ; and i n any c a s e , i t w o u l d be c o u n t e r - p r o d u c t i v e 


t o t r y t o t a k e o v e r t h e a l l o c a t i o n o f s u p p l i e s f rom t h e companies. 


/ T h i s w o u l d 
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T h i s w o u l d mean more b u r e a u c r a c y , i  t w o u l d make t h e Government 


s u b j e c t t o a l  l k i n d s o f c o m p e t i n g p r e s s u r e s , and t h e r e was no 


e v i d e n c e - at p r e s e n t s h o r t a g e s l e v e l s - t h a t a l l o c a t i o n s w o u l d 


be any more e q u i t a b l e t h a n t h e y were a t p r e s e n t . In a d d i t i o n , 


once t h e Government s t a r t e d t o i n t e r v e n e , f u l l s c a l e r a t i o n i n g 


w o u l d p r o b a b l y f o l l o w v e r y q u i c k l y . The o i l companies w o u l d be 


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


e x i s t i n g s u p p l i e s t a k e n away from them; b u t t h i s must be r e s i s t e d 


i f a t a l l p o s s i b l e . 


On t h e o t h e r hand, t h e p r o b l e m s f a c e d i n some a r e a s c o u l d 


n o t be d e n i e d . In p a r t i c u l a r Texaco were v e r y s h o r t . They had 


t a k e n r i s k s by c o n c e n t r a t i n g on t h e s p o t market l a s t y e a r and t h e 


o t h e r o i  l companies were n o t d i s p o s e d t o h e l p them o u t . They were 


q u i t e dominant i n t h e west c o u n t r y , N o r f o l k and t h e b o r d e r c o u n t r y ; 


and i  t was i n t h e s e a r e a s t h a t t h e w o r s t p e t r o l s h o r t a g e s were 


b e i n g e x p e r i e n c e d . 


Amongst t h e o t h e r c o m p a n i e s , BP, S h e l l and E s s o were f a i r l y 


w e l l p l a c e d f o r s u p p l i e s ; and t h i s e x p l a i n e d why t h e p e t r o l 


s i t u a t i o n was not as bad as i n some o t h e r W e s t e r n c o u n t r i e s . BNOC 


had b l u n d e r e d b a d l y l a s t y e a r by c o m m i t t i n g t h e m s e l v e s t o l o n g t e r m 


c o n t r a c t s w i t h f o r e i g n c u s t o m e r s - more so t h a n had t h e p r i v a t e o i l 

c o m p a n i e s . But t h e y were now d o i n g a l  l t h e y c o u l d t o get t h e m s e l v e s 


out o f t h e s e c o n t r a c t s . 


The P r i m e M i n i s t e r s a i d t h a t she g e n e r a l l y a g r e e d w i t h 


Mr. H o w e l l i n h i s r e l u c t a n c e t o move t o a l l o c a t i o n by Government 


as l o n g as t h e s i t u a t i o n does not get s i g n i f i c a n t l y w o rse. I t was 


b e t t e r t o r e l y on t h e market mechanism t o g e t h e r w i t h Government 


measures t o c o n s e r v e e n e r g y . The P r i m e M i n i s t e r t h e n r e p o r t e d 


t h a t P r e s i d e n t G i s c a r d had s a i d t o h e r y e s t e r d a y t h a t i t was 


i m p o r t a n t f o r t h e o i l companies t o keep c l e a r o f t h e s p o t m a r k e t ; 


o t h e r w i s e t h e y w o u l d be p l a y i n g i n t o t h e hands o f OPEC. 


Mr. H o w e l l p o i n t e d out t h a t h i s p r e d e c e s s o r had w r i t t e n t o t h e 


o i l c ompanies a d v i s i n g them not t o o p e r a t e i n t h e s p o t m a r k e t ; 


and he b e l i e v e d t h e y were g o i n g a l o n g w i t h t h i s . 


/Mr. H o w e l l 
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Mr. H o w e l l went on t o say t h a t he i n t e n d e d t o p u t out a 

s t a t e m e n t t h e f o l l o w i n g day e x p l a i n i n g t h e r e a l i t i e s o f t h e c u r r e n t 

s i t u a t i o n , i n c l u d i n g t h e Government's g e n e r a l p o s i t i o n on a l l o c a t i o n , 


e t c . The P r i m e M i n i s t e r s a i d t h a t he s h o u l d t r y t o get o v e r t h e 

f o l l o w i n g p o i n t s : 


i .	 UK s u p p l y  i s no l o w e r t h a n t h i s t i m e l a s t y e a r . 


i i .	 In v i e w o f t h e w o r l d s i t u a t i o n , and t h e h i g h e r UK demand, 


p r i c e s a r e bound t o be h i g h e r . 


i i i  .	 C o n s e q u e n t l y , i t i s e s s e n t i a l t h a t e v e r y o n e s h o u l d 


e c o n o m i s e . 


i v .	 The p r i v a t e s e c t o r s h o u l d , and w o u l d , e conomise i n 

r e s p o n s e t o market s i g n a l s . 


v.	 The p u b l i c s e c t o r was t a k i n g t h e n e c e s s a r y measures on 


o i l demand r e s t r a i n t . 


v i .	 Government a l l o c a t i o n and r a t i o n i n g w o u l d be p o i n t l e s s 


a t t h e p r e s e n t j u n c t u r e , and wo u l d o n l y i n v o l v e a m a s s i v e 


b u r e a u c r a c y . 


( A f t e r t h e m e e t i n g Mr. H o w e l l a g r e e d t o send o v e r a d r a f t o f a 


s t a t e m e n t t h i s e v e n i n g . ) 


In a d d i t i o n t o h i s s t a t e m e n t , t h e P r i m e M i n i s t e r s a i d t h a t 


Mr. H o w e l l s h o u l d l e t a l l M i n i s t e r s have s p e a k i n g n o t e s - and t h e s e 


s h o u l d be s e n t t h r o u g h t h e Pa y m a s t e r G e n e r a l . 


The	 F u t u r e o f BNOC 


Mr. H o w e l l s a i d t h a t i t w o u l d have been b e t t e r i f BNOC had 

n e v e r been s e t up. But i t was now a r e a l i t y and i t c o u l d n ot be 

d i s m a n t l e d o v e r n i g h t . T h e r e were c e r t a i n p a r t s o f i t w h i c h s h o u l d 


d e f i n i t e l y be d i s m a n t l e d - f o r example i t was t o o b i g i n i t s 


u p s t r e a m o p e r a t i o n s : b u t i t was n e c e s s a r y t o be c a u t i o u s i n g o i n g 

about t h e d i s m a n t l e m e n t p r o c e s s . T h e r e were two r e a s o n s f o r t h i s : 


/ f i r s t , 
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f i r s t , BNOC was so l a r g e t h a t t o move too q u i c k l y might be 


u p s e t t i n g to the UK o i l market; secondly, BNOC appeared t o o f f e r 

the UK some s e c u r i t y of supply, and t h i s f a c t o r c o u l d not be 

l i g h t l y d i s m i s s e d at the present time. The C h a n c e l l o r had asked 


him to f i n d £300 m i l l i o n or so from the s a l e of BNOC a s s e t s t h i s 


year; he would t r y to f i n d t h i s , but he c o u l d not a b s o l u t e l y 

guarantee i t  . 


The Prime M i n i s t e r s a i d t h a t she agreed t h a t we c o u l d not 

move too p r e c i p i t a t e l y . However, she d i d not see how BNOC co u l d 


p o s s i b l y remain i n i t s present form; i t must c e r t a i n l y be slimmed 


down at the very l e a s t . As f o r the method of d i s p o s a l of BNOC's 


a s s e t s , Lord C a r r i n g t o n was keen t h a t t h e r e should be s a l e s to 

the French and the Germans. However, she was very opposed to any 


such move. 


Energy and the European C o u n c i l 


The Prime M i n i s t e r s a i d t h a t P r e s i d e n t G i s c a r d had s a i d t h a t 


i t would be u s e f u l to have b i l a t e r a l c o n s u l t a t i o n s on energy i n advance 

of the European C o u n c i l . She thought such c o n s u l t a t i o n s should be 


arranged as a matter of urgency. Mr. Howell s a i d t h a t he would be 


very happy f o r c o n s u l t a t i o n s t o take p l a c e ; but ther e was a 

problem as to which o f f i c i a l s i n h i s department c o u l d be spared 


f o r t h i s . They were very h e a v i l y pressed at the moment on account 


of the BNOC review and the o i l supply s i t u a t i o n . The Prime M i n i s t e r 


then asked who i n othe r departments c o u l d help. I suggested t h a t 


Mr. l e Cheminant (Cabinet O f f i c e ) c o u l d p l a y a u s e f u l r o l e and the 


Prime M i n i s t e r and Mr. Howell agreed. I t was l e f t t h a t t h i s 


p o s s i b i l i t y should be pursued at o f f i c i a l l e v e l . 


6 June 1979 


Copy: Mr. Ca r t l e d g e 



