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WORK ON ENERGY POLICIES AND NUCLEAR POWER POLICY 


I am w r i t i n g i n the C h a n c e l l o r o f the Exchequer's absence t o comment 

on your minute of 1 0 Augu-st t o the Prime M i n i s t e r about n u c l e a r power 

p o l i c y and on your le,ttej>-'of the same day to the C h a n c e l l o r on work 

energy p o l i c i e s . 


I e n t i r e l y agree w i t h you t h a t we need to c o n s i d e r the development 

of our n u c l e a r power p o l i c i e s i na s y s t e m a t i c way and I am g l a d t o 

see from your minute of 1 0 Ajjjjjalft t h a t you accept t h a t i t would be 

u s e f u l f o r our o f f i c i a l s t o prepare f o r us a r e p o r t as a b a s i s f o r 

the investment d e c i s i o n s we s h a l l n^ed to take. As the C h a n c e l l o r 

p o i n t e d out i n h i s l e t t e r o f 2 0 J ^ f l y , enormous c o s t s are i n v o l v e d : 

two n u c l e a r power s t a t i o n s or thre e years of c o a l investment are r o u g h l y 

e q u i v a l e n t to the t o t a l c o s t o f the UK o f the Concorde programme. 

And you point out y o u r s e l f i n your minute to the Prime M i n i s t e r t h a t 

a b a s i c programme o f o r d e r s , o f say \\ GW of new c a p a c i t y per annum, 

could cost some £ l 0 b n . T h i s r e p r e s e n t s an enormous investment o f 

n a t i o n a l r e s o u r c e s which would be l a r g e l y f i n a n c e d from p u b l i c 

expenditure. Great u n c e r t a i n t i e s are i n e v i t a b l y i n v o l v e d . Much of 

the expenditure i s indeed not i n c u r r e d u n t i l a f t e r the end o f the 

PES p e r i o d , but t h i s does not absolve us from t a k i n g d e c i s i o n s on the 

b a s i s of a thorough assessment of the economic and f i n a n c i a l case. 


You suggest i n your minute of 10 Aj*^ust t h a t we co u l d i n September 

take d e c i s i o n s , w i t h minimum f i n a n c i a l r i s k , on a b a s i c n u c l e a r 

programme embracing some commitment to orders i n e a r l i e r y e a r s 

together w i t h a c l e a r statement o f a lon g e r term need. I t may be 

p o s s i b l e f o r o f f i c i a l s t o produce the assessment needed f o r such 

d e c i s i o n s by September, but I t h i n k t h a t i t would be a g r e a t mistake 

to rush the a p p r a i s a l s so t h a t d e c i s i o n s are taken upon the b a s i s o f 




an incomplete assessment. However, I e n t i r e l y agree that o f f i c i a l s 

should be asked to complete t h e i r work q u i c k l y so that the question 

of the future o r d e r i n g programme can be considered as soon as p o s s i b l e . 

Meanwhile, although I e n t i r e l y agree that we should continue to a f f i r m 

p u b l i c l y that we see a growing need f o r nuclear power, i t would be 

counter productive to b u i l d up any e x p e c t a t i o n i n the nuclear i n d u s t r y 

to any p a r t i c u l a r s i z e of ordering programme which was not supported 

by our eventual d e c i s i o n . 


You a l s o r e f e r i n your minute to the Prime M i n i s t e r to the need 

to reorganise the nuclear i n d u s t r y , to press ahead with the PWR option 

announced by the l a s t government and to the c o n s i d e r a t i o n of f a s t 

r e a c t o r p o l i c y . Again I agree that these are matters which we ought 

to consider c o l l e c t i v e l y i n the coming months so that we give a new 

impetus to nuclear power p o l i c y . But I ought to point out that these 

p o l i c i e s could i n v o l v e p u b l i c expenditure. I must therefore ask that 

no commitments are entered into u n t i l M i n i s t e r s c o l l e c t i v e l y have taken 

d e c i s i o n s . 


I am glad of your agreement to c a r r y forward the work on energy p r i c i n g 

and medium term f i n a n c i a l targets f o r the gas and e l e c t r i c i t y i n d u s t r i e s 

f o r completion i n the Autumn. I do not want to make an issue of 

which Department i s i n the lead i n view of your agreement that the 

Treasury should take the i n i t i a t i v e i n examining p o s s i b l e tax 

i m p l i c a t i o n s . On that basis I agree that we should leave the co­

o r d i n a t i o n of the work to o f f i c i a l s . 


F i n a l l y , on the short term matters r e f e r r e d to i n your l e t t e r I note 

that you w i l l s h o r t l y be l e t t i n g c o l l e a g u e s know of your contingency 

plans f o r d e a l i n g with o i l shortages i n the winter; that you w i l l be 

o f f e r i n g f u r t h e r thoughts on p e t r o l duty and on i n t e r a c t i o n of f i s c a l 

measures and energy p o l i c y more g e n e r a l l y and that you may wish to 

co n t r i b u t e some suggestions about i n c r e a s i n g Government take from 

the TJKCS. 


I am sending a copy of t h i s l e t t e r to the Prime M i n i s t e r , the Foreign 

Secretary and the Secretary of State f o r Scotland, Industry and 

Environment and to S i r John Hunt and S i r Kenneth B e r r i l l . 
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