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C O N F I D E N T I A L -


P R I M E M I N I S T E R 


N a t i o n a l i s e d I n d u s t r i e s Investment and F i n a n c i n g Review: 

1981-82 to 1983-84 


(C(79) 37) 


B A C K G R O U N D 


T h i s p a p e r i s r e a l l y a com p a n i o n - p i e c e to the C h a n c e l l o r ' s m a i n 


' P u b l i c E x p e n d i t u r e ' paper. The r e d u c t i o n s i n n a t i o n a l i s e d i n d u s t r y 

b o r r o w i n g f o r e c a s t s i n t h i s p a p e r have helped the C h a n c e l l o r ' s o v e r a l l 


s t r a t e g y . A t the v e r y l e a s t i t i s i m p o r t a n t to make sure that they do not 

come unstuck at th i s or subsequent C a b i n e t m e e t i n g s . B u t given the s h e e r 


s i z e of n a t i o n a l i s e d i n d u s t r y o p e r a t i o n s you may want to urge the r e s p o n s i b l e 

M i n i s t e r s to t r y and do even b e t t e r e s p e c i a l l y on the expenditure side. Is 


M r . H o w e l l f o r example c o n v i n c e d that the e l e c t r i c i t y i n v e s t m e n t p r o g r a m m e 


i s soundly based given the overhang of a^40^per cent p l a n t m a r g i n ? 


2. A m a i n u n c e r t a i n t y i n the f o r e c a s t s c o n c e r n s gas and e l e c t r i c i t y 
p r i c e s : the C h a n c e l l o r ' s p r o p o s a l s a ssume that M i n i s t e r s w i l l s a n c t i o n 
quite l a r g e i n c r e a s e s i n both, to move towards economic p r i c i n g f o r a l l 
f u e l s . Once agai n , M r . H o w e l l i s b r i n g i n g p r o p o s a l s to E f a i r l y soon (and 
you might urge h i m to make su r e that the paper comes f o r w a r d no l a t e r than 
m i d - O c t o b e r , because of i t s r e l e v a n c e to the cash l i m i t s d e c i s i o n ) . 

3. A n o t h e r r e l a t e s to c o a l where M r . H o w e l l i s due to b r i n g a paper to 

E C o m m i t t e e e i t h e r on 20th o r 27th September. G i v e n the d i f f i c u l t state 


of the NCB's f i n a n c e s and the i m p o r t a n c e of the NUM's f o r t h c o m i n g pay 

c l a i m i t would be w o r t h a s k i n g M r . H o w e l l to ensure that h i s r e c o m m e n d a ­


tions come f o r w a r d i n good t i m e . P a p e r s f r o m h i s D e p a r t m e n t tend to s l i p 


and a p u b l i c push by you c o u l d help to ensure that c o l l e a g u e s a r e not asked 


f o r d e c i s i o n s i n undue haste. 


4. The f i g u r e s f o t s t e e l , s h i p b u i l d i n g and P o s t O f f i c e a r e r e a s o n a b l y 


f i r m . T h e r e may be m i n o r d i s p u t e s o v e r R a i l w a y s and A i r w a y s and A i r p o r t s 


In a l l these c a s e s , the C h a n c e l l o r ' s t a c t i c s w i l l be to t r y and s e c u r e a g r e e ­


ment at t h i s m e e t i n g to the g e n e r a l p r o p o s i t i o n , and have any d e t a i l e d p o i n t s 
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C O N F I D E N T I A L 


r e m i t t e d f o r the b i l a t e r a l d i s c u s s i o n s w i t h the C h i e f S e c r e t a r y . The 


r e s u l t s can then be r a t i f i e d at Cabi n e t on 18th o r 25th October. 


H A N D L I N G 


5. You c o u l d then a s k the C h a n c e l l o r to i n t r o d u c e h i s p a p e r b r i e f l y . 


The m a i n n a t i o n a l i s e d i n d u s t r y M i n i s t e r s ( E n e r g y , I n d u s t r y , T r a n s p o r t and 


Trade) should then be giv e n a chance to speak: Scotland may a l s o want to 

j o i n i n . But you might a v o i d any d e t a i l e d d i s c u s s i o n of p a r t i c u l a r p o i n t s , 


m e r e l y a s k i n g the M i n i s t e r s c o n c e r n e d to take the m a t t e r s up i n t h e i r 


b i l a t e r a l d i s c u s s i o n s with the C h i e f S e c r e t a r y . 


C O N C L U S I O N S 


6. You need two c o n c l u s i o n s f r o m t h i s paper:­
(i) To	 endorse the C h a n c e l l o r ' s g e n e r a l a p p roach. 


( i i )	 To i n v i t e the M i n i s t e r s c o n c e r n e d to p u r s u e d e t a i l e d 


points b i l a t e r a l l y w i t h the C h i e f S e c r e t a r y . You may 


a l s o need to r e c o r d a separate c o n c l u s i o n . 


I 
( i i i ) To i n v i t e the S e c r e t a r y of State f o r E n e r g y to b r i n g 

f o r w a r d i n good time t h i s month p a p e r s on c o a l and on 
gas and e l e c t r i c i t y p r i c i n g , to be taken into account i n 
the r e s u m e d C a b i n e t d i s c u s s i o n on October and i n the 

d i s c u s s i o n of c a s h l i m i t s . 


(John Hunt) 


12th September 1979 





