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E n e r g y Supplies 


1. In her weekend box the P r i m e M i n i s t e r has two important papers 


on energy supplies. One is concerned with the United Kingdom domestic 


p o s i t i o n and i s an a p p r a i s a l of o i l and c o a l supply prospects f o r the UK 


over the next 12 months. The other d i s c u s s e s the in t e r n a t i o n a l o i l 

situation and the p o s s i b i l i t i e s f or f u r t h e r action by consumer countries: 

an i s s u e which i s c e r t a i n to bulk very l a r g e at the Tokyo Summit and 

probably at Strasbourg too. 


The UK Domestic Energy Scene 1979/80 


2. The paper on the domestic position r e v e a l s an uncomfortable 


supply prospect. We should just about get through next winter without 


m a j o r e l e c t r i c i t y d i sruptions. But the sort of l o c a l i s e d o i l shortages 


already being experienced are l i k e l y to continue and could worsen. The 


r i s k s are a l l downside and in the coming winter we w i l l not enjoy the 

f l e x i b i l i t y we have had in the past to cope with unforeseen d i s r u p t i o n s 


of one sort or another. 


3. There a r e a number of measures which the P r i m e M i n i s t e r could 


ask responsible M i n i s t e r s to undertake in o r d e r to b o l s t e r the position: 


maximum p r e s s u r e should be applied to the o i l companies to 

supply the United Kingdom market p r e f e r e n t i a l l y . (There i s a 

lot which can be done without running foul of in t e r n a t i o n a l 

obligations. ) 


BNOC should be left in no doubt that i t s p r i o r i t y i s towards 

ensuring that as much crude o i l as po s s i b l e i s refined in the 


United Kingdom; 
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the importance the Government attaches to moving the maximum 


amount of coal to power stations before next winter should be 


i m p r e s s e d to the utmost on B r i t i s h R a i l ; 


the C E G B and SSEB should be allowed to i m p o r t as much coal 


as they can a c q u i r e and p h y s i c a l l y t ransport; 


the N C B need to be encouraged to r e l e a s e coking coal for use 


in power stations. 


4. Even these steps cannot be adequate to meet a l l the potential 


problems. Energy supplies next winter w i l l be highly vulnerable to i n d u s t r i a l 


action and there i s l i t t l e we can do about i t . 


The International Energy Scene 


5. The United Kingdom i s much more l i k e l y than many of our p a r t n e r s 


to achieve effective demand r e s t r a i n t . Our slowing down of economic 


growth, and hence use of energy w i l l exceed that of many of our m a j o r 


competitors. Added to that we have the f l e x i b i l i t y to switch f r o m o i l to 


coal at power stations. So for us a 5 per cent reduction in o i l demand should 


be w e l l within reach. 


6. Ideally we need an agreement in Strasbourg/Tokyo which binds our 


p a r t n e r s to a c h i e v i n g equally effective reductions i n t h e i r energy consumption, 


but which does not deny us the a b i l i t y to secure supplies s u f f i c i e n t to our own 


reduced needs. 


7. Thus, the C P R S believes our Tokyo/Strasbourg objectives should be: 


to obtain unequivocal commitment f r o m those l e s s w e l l placed 


than o u r s e l v e s to the achievement of demand reductions 


to make this commitment c l e a r and watertight enough to demon­


strate to O P E C the earnest intent of the consuming nations 


but to avoid getting locked into a f o r m a l o i l a l l o c a t i o n scheme 


which would ine v i t a b l y d e p rive us of supplies we would otherwise 


have. 
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8. Of the p r o p o s a l s in c i r c u l a t i o n to r e s t o r e o r d e r in the o i l m a r k e t , 

the fo l l ow ing s t r i k e us as be ing app rop r i a t e : 

" a n ag reement to t r ans l a t e the demand and indigenous supply 

goals for 1979 into a spec i f i c and p u b l i c i s e d set of i m p o r t t a r g e t s " . 

(One of the p r oposa l s f r o m D r Schul t ze - C h a i r m a n of the US 

C o u n c i l of E c o n o m i c A d v i s e r s . ) P u b l i c i s e d targe ts would be 

u n l i k e l y to e m b a r r a s s us - the ex t ra quant i t i es of o i l we might 

r e q u i r e to avo id shortages would be ea s i l y l os t in the f i gures ­

but would put o thers under the spot l ight , where they dese rve to be 

exhor ta t i on on the o i l companies to avo id t r ad ing on the spot 

m a r k e t . In p r a c t i c e this would be un l i k e l y to e l im ina te such t rade 

but cou ld reduce some of the p r e s s u r e on p r i c e s and do us no h a r m . 

9. On the other hand an o i l a l l o c a t i o n scheme , whether through i m p o r t 

l i c e n c e s or f o r m a l / i n f o r m a l adaptat ions of the I E A scheme, should , in the 

C P R S v iew, be avo ided . Import l i c e n c e s would r equ i r e a whole new set of 

r u l e s , eventual ly as i n t r i c a t e as the I E A s y s t e m , but s t a r t ing f r o m s c r a t c h 

and tak ing t ime to bu i l d up. The I E A scheme i t s e l f was des igned for a 

d i f ferent set of c i r c u m s t a n c e s (a shor t c r i s i s i n t e r r u p t i o n in suppl ies ) and 

would need mod i f i c a t i on to dea l w i th the p resen t s i tuat ion (a s m a l l shortage 

l i k e l y to l as t for pe rhaps a year ) . O v e r such a p e r i od there would be 

great scope for cheat ing and c e r t a i n count r i e s m igh t only be p r e p a r e d to 

j o in i f they were confident of be ing ab le to cheat. The Un i t ed K i n g d o m would 

be net p r o v i d e r s of o i l and the cheat ing would be p a r t l y at our expense. 

10. So our i n t e r e s t s a r e to oppose a l l o c a t i o n schemes but to do so in a 

way wh ich does not expose us to the charge that we do so because our own 

o i l supply pos i t i on is better than other i n d u s t r i a l na t i ons . 

11. I a m sending a copy of th is minute to S i r John Hunt. 

15 June 1979 
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