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In ny minute of 7 May to the Prime Minister,
colleagues, I set out the general line of my
of the Price Commission. I now review the op

detail.
BACKGROUND

copie@ to Cabinet
tk_unkn;g on the future
tions in rather more

2. Throughout our period in Opposition - and in successive debates
in Parliament - we have expressed our opposition to the Price
Commission and its activities. In our manifesto, we said:- "This
Government's price controls have done nothing to prevent inflation,
as is proved by the doubling of prices since they came to power. 41l
the controls have achieved is a loss of jobs and a reduction in
consumer choice". Subsequently we said:- "In order to ensure
effective competition and fair pricing policies, we will review the
working of the Monopolies Commission, the Office of Fair Trading and
the Price Commission, with the legislation which governs their
activities". Although these remarks were cautious a widespread
expectation exists that we will take early action to curb the
activities of the Price Commission - and in some quarters, we are
expected to abolish it -altogether.

3. In this area our economic objectives are to reduce the scale of
Government intervention in industry, encourage profits and investment,
and strengthen competition policy. This latter field is a very complex
area and early legislation is hardly possible, even if it is desirable,
i1 the First Session. However, any urgent action which we take towards
{2 Price Commission should ideally be presented as a first step
towardg achieving our manifesto objective of a more "effective
"Petition policy" (as expressed in paragraph 2 above).

! There are particular reasons why I am anxious to make an early

sanouncement, of our plans. I believe that we will soon come under
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The main options are as follows:

Abolition of the Price Commission i i i
(a) until our wider review of the worl,cigg;lgftgﬁ:ngf;gmporamly,
Trading and Monopolies and Mergers Co o
a power g(ln" the Secretary of State to
major public concern to ad hoe boards appoi i
purpose. We would also take the power Eg ;ﬁidb;‘gi tiilcs:es
after an adverse report: but I envisage that this gwer
would only be used very exceptionally. I think we Eeed it
however, to reassure the uniong and other critics that we .
have not abandoned all control OVer prices. A Bill of a
few clauses only would be required.

mmission is complete,
refer price issues of

Abolition of the Price Commiss;on coupled with new powers
for the Director General of Fair Trading (DGFT) to enable
him to investigate price issues of major concern (including
nationalised industry prices) and to produce a report. This
could be undertaken on his own initiative or at the
discretion of the Secretary of State. No powers to freeze
or control prices in any way would follow directly from such
a report. But, if the investigation revealed that a
monopoly was exploiting its position or that competition was
estricted in the DGFT could make a reference to
the Monopolies and Mergers Commission (MMC) for a thorough
yet speedy enquiry. Such a reference would be made either
under existing powers relating to monopoly conditions or
under new powers based on the proposal in the Green Paper
on "Restrictive Trade Practices Policy" (Cmnd 7512) for
dealing with anti-competitive practices. This would empower
the DGFT to investigate practices by a firm or firms which
restrict competition and to refer them to the MMC for
examination even in the absence of statutory monopoly
conditions: if the MMC reported adversely, the Secretary of
State could order firmsto discontinue a'speclfled practice.
Thus, following a reference of either kind the Secretary of
State could deal with restrictions of competition cagﬁems
éXcessive prices or use existing powers to regulatedministrative
Prices. The MMC would need to be strengthened by ab t this
means to ensure that it could operate effectively, bu

could be achieved relatively swiftly.

A short Bill, but slightly longer then in (a) would be
Tequired.

The retention of the Price Commission but the st}bstlgut}on,
for the Commission's present power to freeze prlgegtagu;g
8n investigation, of a power for the Secreta:gg o'ssion 5.
Toll back prices in the light of an adverse Comml iy
At the same time there would be regulations guaranhen - A
Mnimum level of profitability to companies even shem, i @
g ;gk = g ot gbgﬁg;;l bggg:g: gro;.lg:ances against
c
the ggm;g::égoﬁ?mxgagﬂf :fBiulll of a few clauses only would

be » equired.
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which involves tzeaggnzigugztgg :i theprice
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shou WO

) above,
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subs?anggil :ggut 70% of wh?ﬁeagimblg‘ of enquiries the Commissio;s' (a) Abolition ofdthe Price Comm;Lssion, while taking temporaril
Commlssuldareduce dlreCtli ower to launch examinations of Sectop, until our glmer I‘e\lr}ew of the WOTkings of the Office of Fazz,'
L N e oD Second, the P ndividual companies) lies witph the Trading an he Becretamy ontogers Comnission i complete
could 8t (as distinct fro the Commission; I would reduce this a power for the Secretary of State to refer price iss 2
of indus rYf State rather than t Chairman of the Price il

COmmiss::. major public concern to ad hoec b

0ards appointed for thi
g 4 . “~ g w ls
activity probably t°nd of July, when his appointment runs out: Ia purpose S oould ‘also take: this EViggO, ToLL back g

t the e : ) 1d be required to dismisg hin after an adverse report: but I envisage that i
advised however, to reassure the unions and othe '

Secretary O nil. The presen

sooner. have not abandoned all control over pricgs?rlzlgilihgf‘ :e
CONCLUSION few clauses only would be required.

T ible to clip the wings 0 tne_Prlce Commlsgmn‘ Abolition of the Price Commissi i

7. It would be possi d economic grounds abolition were considere (b) g g = Ssion coupled with new powers
if on wider political an t time. HoweveT, industry expects us to for the Director eneral of Fair ’l‘radl.ng (DGFT) to enable
undesirable at the presenThis course has much to commend it and coms him to investigate brice lissues of major concern (including
abolish the Commission. sed economic objectives, particularlys nationalised industry prices) and to produce a report. This
closest to meeting our exprego s & more effective competition could be undertaken on his own initiative or at the

it is the first urgent step Yd recommend option 5%13;-, although it discretion of the Secretary of State. No powers to freeze
olicy. In this r(?spect I wou Bill than options 5(a) or 5(c)s or control prices in any way y:oulq follow directly from such
- 1d involve a slightly longer bl a report. But, if the investigation revealed that a

wou. monopoly was exploiting its position or that competition was

estricted in the DGFT could make a reference to

the Monopolies and Mergers Commission (MMC) for a thorough
yet speedy enquiry. Such a reference would be made either
under existing powers relating to monopoly conditions or
under new powers based on the proposal in the Green Paper
on "Restrictive Trade Practices Policy" (Cmnd 7512) for
dealing with anti-competitive practices. This would empower
the DGFT to investigate practices by a firm or firms which
Trestrict competition and to refer them to the MMC for
examination even in the absence of statutory monopoly
conditions: if the MMC reported adversely, the Secretary of
State could order firmsto discontinue a specified practice.
it Thus, following a reference of either kind the Secretary of
State could deal with restrictions of competition caugemg
éXcessive prices or use existing powers to regutate d::inistrative
e A Ran, oF frade Prices. The MMC would need to be strengthened 1y abut this
'lopl“la 1979 Mmeans to ensure that it could operate effectively,

v could be achieved relatively swiftly.

A short Bill, but slightly longer then in (a) would be

Tequired.
(¢) mhe retention of the Price Commission but the substitution,
for the Commission's present power to freeze pmgegtgguég
an investigation, of a power for the Secretagg of i Ay
T0ll back prices in the light of an adverse ‘mmsteeine P
% the same time there would be regulations s 21
MNimum ]evel of profitability to companies even g e
2ack power were used. The abolition of the power Aenasagainat
Phlces would remove one of industryb biggest gm.evzly SR

he Commission. Again, a Bill of a few clauses o

be Tequireqd,
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CONCLUSION

: clip the wings of the Price Commissiop
7. It would giigoizzibigdtgconogic grounds abolition were considere
if on_w1d§r Pt the present time. However, industry expects us to
undeglrabhe S mmission. This course has much to commend it and coms
abolish E € egting our expressed economic objectives, particularly g
glosesth Of?rst urgent step towards a more effective competition
it is the t I would recommend option S%b); although i

Loy this respec : ’
8gﬁgyinvﬁve a sliggtly longer Bill than options 5 a) or 5(c).

Department of Trade
10 May 1979
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ysSE OF THE VETO TO END ENQUIRTES STTLL 1y PROGRESS

4. The Prime Minister has asked (her Private Secretary's letter

of 9 May) that this paper should review the case for terminating

any of the enquiries currently in progress. I have the power to

terminate at any time any investigation of an individual company
or examination of a sector of industry which may be in progress;
although my exercise of this power must reflect objectives set
out in the Price Commission Act 1977 and I cannot simply decide to
bring all current enguiries to an end, without considering the
arguments in each case. A list of current cases and their dates
of completion is annexed: the list also shows the proposed price
increases which are the subject of study, and the extent to

which the Price Commission have already, under their discretionary

powers, allowed these increases to go through.

2. 0Of the investigations of individual companies, five are due

for completion within the next fortnight, and there seems little

point in using my power of veto at this stage. In these and sonme

other cases the price increases proposed have already been allowed

in whole or in part. In all cases it is entirely within my

discretion whether or not to implement any recommendations which
the Commission's reports may contain. I believe, however, that

Were 15 o case for terminating the investigations of Ri Bakeries
Lt and A115eq Bakeries Ltd, both of which were announced on
le; both have closed

% April, potn companies are unprofitab

bakeries; ang the bread industry gemerally has been subject to

detajjeq Government scrutiny in recent years, inclu F

M
°foPolies ang Mergers Commission enquiry in 1974-T77.
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3. The investigations into the Ares Electricity Boards sng
the British Gas Corporation raise major issues which would need

separate consideration if termination were advocated.

4, The three current examinations of sectors of industry were
all launched last year, and the provision of information by
industry is largely complete. The examinafiong of car spares
and estate agents have been controversial: if the Commiscion
recommend price restrictions, the trade is likely to dispute
them energetically. But at the same time issues of genuine

consumer interest may be ventilated.
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MISSION INVESTIGATIONS AND EXAMINA

o 0} TIONS IN PROGRESS
=t
Date % Increase % Inter::-
Report Due Notified Increase
I’rﬁe"_‘}m,a_t_jﬁn—s-
i 16 May 6.902 6.902
gsso Petroleum Limited 16 May 10.9 10.9
7.94 5.5
(wholesaile
‘ prices)
Bass Limited 21 May 7.90 7.90
(managed house
sales)
5.65 5365
(wholesale
prices)
: Limited 23 Ma 8.82 8.82
thitbread and Company Limi Y (managed house
sales)
ielsh Vater Authority 25 May b 11‘?
irea Electricity Boards 14 June B:3 Ei)
British Gas Corporation 30 June 8’5 6.0
Shell UK 011 Limited 8 July o e
RHN Bakeries Limited 3 Augst, Lo o8, lenis loa? ip 1:91:‘—
. on sz
Mlieq Bakeries Limited 10 Auguse } el e 4 o
Seninations
L (c)
% Spares 30 itay )
%{ldren: 2 s
e *'s Toys and Games 16 July (c)
“te Agents 50 July )

(a Lo _; 3 n
nerts dnorosse o 3.7 (s 1 frees peneD)
CO;Pges to monthly billed customers - mainly
) ?ercial users s
( cgmégﬁe?im increase of 8.5% in respect of industr ‘
®) o €lal ysers only -
N e increases
th@r;n?tims do not relate directly to pric ‘

N0 power to freeze prices
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