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COMPETITION BILL : NATIONALISED INDUSTRIES 


Tha C h a n c e l l o r has asked me t o w r i t e ''to you i n h i s 
absence i n Tokyo to seek the formal p o l i c y a p p r o v a l of 
your S e c r e t a r y of S t a t e , as Chairman of E ( E A L f o r the 
treatment of n a t i o n a l i s e d i n d u s t r i e s i n the Competition 
B i l l . As you know, t h i s was d i s c u s s e d a t a meeting 
w i t h your S e c r e t a r y of S t a t e , the S e c r e t a r y of S t a t e 
f o r Trade, and o t h e r M i n i s t e r s a t No.11 Downing S t r e e t 
on 2bth June. T h i s l e t t e r s e t s out what was agreed. 

M i n i s t e r s agreed t h a t the B i l l w i l l c o n t a i n a new 

p r o v i s i o n f o r M i n i s t e r s to r e f e r to the Monopolies 

and Mergers Commission (MMC) any q u e s t i o n r e l a t i n g to 

the abuse of rnonopo.' y p o s i t i o n ( i n c l u d i n g s p e c i f i c a l l y 

q u e s t i o n s of c o s t s , e f f i c i e n j y , and s e r v i c e to the 

consumer, but e x c l u d i n g c a s h l i m i t s and f i n a n c i a l t a r g e t s ) 

by n a t i o n a l i s e d i n d u s t r i e s and analogous b o d i e s . The 

MMC w i l l be r e q u i r e d to r e p o r t on the q u e s t i o n put 

t o them w i t h i n s i x months (which may be extended i  f 

n e c e s s a r y ) , and the order-making powers of the F a i r 

T r a d i n g Act w i l l be a v a i l a b l e , w i t h the e x c e p t i o n of the 

pov/er to r e g u l a t e p r i c e s . The F a i r T r a d i n g Act o r d e r 
making powers are not l i k e l y to be d i r e c t l y r e l e v a n t 

to q u e s t i o n s of e f f i c i e n c y (though they may w e l l be f o r 

o t h e r abuses of monopoly p o s i t i o n s ) and i n such c a s e s 

we s h a l l have to r e l y on p r e s s u r e f o l l o w i n g p u b l i c a t i o n 

o f an a d v e r s e r e p o r t . There would be no p r o v i s i o n 

f o r s t a n d i n g r e f e r e n c e s . 


Andrew Duguid, Esq., 

Private Secretary to Secretary of State 


f o r Industry. 
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Although powers on t h e s e l i n e s a r e not v e r y d i f f e r e n t 

from those c u r r e n t l y a v a i l a b l e under the F a i r T r a d i n g Act 

( t h e F a i r T r a d i n g Act pov/ers have never been used) they are 

somewhat more a p p r o p r i a t e , s i n c e they w i l l a l l o w 

q u e s t i o n s of e f f i c i e n c y to be t a c k l e d d i r e c t l y r a t h e r t h a n 

i n d i r e c t l y . More important, M i n i s t e r s f e l t t h a t they 

would c a r r y g r e a t e r p o l i t i c a l c r e d i b i l i t y because they 

a r e new, but they agreed, p a r t i c u l a r l y i n the l i g h t on the 

non-use of comparable F a i r T r a d i n g Act powers, t h a t 

Mr. Nott should be a b l e to announce d u r i n g the Second 

Reading Debate on the B i l l i n mid-July two or t h r e e 

c a n d i d a t e s f o r immediate r e f e r e n c e . But i t was a l s o 

agreed t h a t t h e s e new pov/ers must not bar M i n i s t e r s 

from t a k i n g o t h e r s t e p s to d e a l w i t h the n a t i o n a l i s e d 

monopolies; where d i s m a n t l i n g the monopoly v/as p o s s i b l e , 

t h i s would o f t e n be the p r e f e r r e d c o u r s e . 


S t e p s a r e b e i n g taken s e p a r a t e l y through S i r 
Lawrence A i r e y ' s N a t i o n a l i s e d I n d u s t r y P o l i c y Group 
to i d e n t i f y c a n d i d a t e s f o r e a r l y r e f e r e n c e . I n f u t u r e , 
M i n i s t e r s might i n v i t e s u g g e s t i o n s ' from a v a r i e t y o f 
o t h e r s o u r c e s as w e l l , eg the D G F T , thought t h e s e would 
not be made p u b l i c . I t was suggested t h a t the N C C 
might a l s o be c o n s u l t e d i n f o r m a l l y . The NIP group 
would however c o n t i n u e to a c t as a s i e v e . 

M i n i s t e r s d e c i d e d t h a t the N a t i o n a l i s e d I n d u s t r i e s ' 

Chairmens Group would be c o n s u l t e d about the proposed 

l e g i s l a t i o n , but would have no r o l e i n s e l e c t i n g or 

m o n i t o r i n g r e f e r e n c e s under t h e s e new powers; in d e e d , 

i t was f e l t t h a t they would not i n any c a s e want one. 


At the meeting, the S e c r e t a r y of S t a t e f o r Energy 

argued f o r d e f e r r i n g l e g i s l a t i o n , with a view to b u i l d i n g 

on the r o l e of the C o m p t r o l l e r and A u d i t o r G e n e r a l and 

the Exchequer and Audit Department. But the meeting 

agreed on the above p r o p o s a l s . 


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 S e c r e t a r i e s of S t a t e f o r Trade and Energy, and to 
t h e Chief S e c r e t a r y , the M i n i s t e r of T r a n s p o r t , and the 
P a r l i a m e n t a r y Under S e c r e t a r y of S t a t e a t the S c o t t i s h 
O f f i c e , who were p r e s e n t at the meeting, and to the 
P r i v a t e S e c r e t a r i e s to o t h e r members o f E ( E A ) . F u r t h e r c o p i e s 
go to o f f i c i a l s who were p r e s e n t at the meeting, i e 
Dur i e at the Department of Trade; Dempster, Department of 
T r a n s p o r t \ Jones, Department of Energy, and W i l l i a m s i n your 
Department. I s h o u l d be g r a t e f u l f o r c o n f i r m a t i o n by c l o s e of 
p l a y on 29 June t h a t S i r K e i t h and o t h e r members of E ( E A ) a r e 
c o n t e n t . "/ , v <  £c< .0
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