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I attach f o r your information a copy of the o r a l statement on 

o i l s u p plies my Secretary of State proposes to make i n the House 

at 3.30 pm t h i s afternoon. 


I am copying t h i s l e t t e r to the P r i v a t e S e c r e t a r i e s to the Leader 

of the House of Commons, the Chief Whip and the Chief Press Secretary 

at Number 10 and Martin V i l e (Cabinet O f f i c e ) . 
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ORAL STATEMENT - OIL SUPPLY SITUATION 


With permission Mr. Speaker I wish to make a statement about 


the o i l supply s i t u a t i o n . 


Following d i s r u p t i o n of o i l s u p p l i e s from Iran from the 


e a r l y part of the year a t i g h t world o i l s i t u a t i o n has 


developed, with t o t a l supplies on present estimates l i k e l y 


to be well short of expected demand world-wide. The p o s i t i o n 


i n Iran could e a s i l y worsen again and the prospect from the ether 


s u p p l i e r s i s at best f r a g i l e . 


Against t h i s background the UK p o s i t i o n i s as f o l l o w s : 


Supplies are c u r r e n t l y coming i n t o the UK market at about the 


same rate as t h i s time l a s t year. But demand i s w e l l up, we 


have had a cold winter and i t i s obviously v i t a l now to r e b u i l d 


stocks f o r the Autumn. 


This meanc that a c t u a l supplies to UK consumers are on average 


about 5"* below the increased l e v e l s on which people were 


counting. 


However t h i s does not give the f u l l p i c t u r e s i n c e the supply 


p o s i t i o n stemming from Iran has a f f e c t e d d i f f e r e n t o i l companies 


supplying the B r i t i s h market i n very d i f f e r e n t ways. This has 


l e d to serious shortages f o r some p a r t i c u l a r customers and 


some p a r t i c u l a r regions, e s p e c i a l l y as the f i r s t e f f e c t s work 


through. 


The o i l companies have been rationing^their^allocatio^nJE to 


t h e i r customers and the Government h a s ^ s k e d t h e ^ J K Petroleum 


Industry A s s o c i a t i o n to achieve a more even and e f f e c t i v e 


d i s t r i b u t i o n o v e r a l l and to asmo m»if»lw »o meet s p e c i f i c 


d i f f i c u l t i e s ( W h e r e r c u s T o m e r s are threatened with r e a l hardship. 


/"This i s a new era of r e s t r i c t e d o i l supply, and the o i l companies 

V
VJrfkrge and small must adapt to  ^  ~* 
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Contd/2. 


At the same time the Government has taken steps to achieve an 


o v e r a l l cut i n demand of 5°/, i n l i n e with our EEC and i n t e r ­


n a t i o n a l o b l i g a t i o n s . I t i s both i n our i n t e r e s t and i n the 


world's i n t e r e s t to ease o i l pressures by working with our 


t r a d i n g partners to prevent a d e s t r u c t i v e scramble f o r o i l  . 


I have made i t c l e a r that i n the public sector measures must be 


taken to cut down by the 5^ o v e r a l l , c onsistent with the 


maintenance of e s s e n t i a l s e r v i c e s . In industry, i n the home / 


'3̂  and on the roads we are looking f o r a cutback of at^Least 5^ \ 
_by a l l , so that the l i m i t e d a l l o c a t i o n s will^Sfr^'more^^venly I 

. than i f some consumers simply carry on as normal and leave 
others s e r i o u s l y short. 

In	 a l l " ^ 1 E the o i l companies - both major and independent ­
— p l a i n l y ha^To a*lt"o>7responsibility. Bat the Government i s a l s o 


 working c l o s e l y with organisations throughout the country and 


S i n d u s t r y to achieve the 5^ and help people cope with higher 


n. prices which are the i n e v i t a b l e r e s u l t of s c a r c i t y . I b e l i e v e 


J that t h i s approach through nation-wide and voluntary co-operation 


/ i s a good deal more e f f e c t i v e than attempting to organise 


\ everything i n d e t a i l from Whitehall. 


Looking immediately ahead I am not s a t i s f i e d with the arrangments 


I have found f o r supplies of o i l into the UK market, p a r t i c u l a r l y 


when we are a major o i l producer. We c e r t a i n l y have to trade 


North Sea o i l i n t e r n a t i o n a l l y and with commercial s k i l l to l i v e 


and to i n v e s t . But we must get the balance r i g h t . 


I am also considering taking r o y a l t i e s i n kind which may help 


' UK r e f i n e r i e s and s u p p l i e r s meet t h e i r customers' needs. 


< 

But even with these measures on the supply side, energy conservation 


•)	 must now be given a permanent and c e n t r a l place i n our p o l i c y and 
I s h a l l be proposing more measures on t h i s f r o n t . I 
i- — ^ —	 ^ — 




Contd/3. 


As f o r r a t i o n i n g , or Government organised p r i o r i t i e s f o r whole 


categories, with of course t i g h t e r cuts f o r those not i n the 


p r e f e r r e d categories, I b e l i e v e that at present l e v e l s of 


s h o r t f a l l t h i s would lead at once to f a r more r i g i d i t y and 


u n f a i r n e s s , quite apart from the cost to the taxpayer and the 


economy of the necessary paraphernalia. Nor would i t produce 

a drop more o i l . 


I f the world s i t u a t i o n d e t e r i o r a t e s sharply again we may be 


forced to pay that p r i c e ^ a n d we would anyway ha l i k e l y t o — _ 

1
ITIOVe—TTI I.M BBBTgWlgJ  ' " g VBeUD&UUUiJLM w i t h nnr.-bj.nHn p > v » n n n r _ 

-fco haad o f f ooriouc world—tri-adt) lllsTup L i u n . ^ 

But i n the present conditions the most s e n s i b l e way forward i s 
through steps tp improve supplies i n the UK market combined 
with i T r ' i 1 inn rid r r * tr*fn ffli ~ Cghiuh w i l l havo ta be 
prn riti w i-l h y P H U jimn mn print nf n pnrrnariPnt| 1 rmg t r r T T l Tl d j lilB 1im f r r t 
tr> high r-n^t Pnpr^y fmm whiph tlifl T TV r,r.mv>n+ h» ^ n n l n t n A . ^ 

I s h a l l , of course, seek to keep the House f u l l y informed of the 


s i t u a t i o n i n the coming weeks. 


11th June 1979. 
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