PRIME MINISTER

Coal Dispute

Mr. Walker originally requested this meeting to discuss
the problem of replenishing coal stocks after the conclusion
of the dispute. He is not circulating a paper but if

pressed is likely to be able to provide figures. The

position is, however, summarised in Mr. Gregson's note.

There is the related issue of the costs of the dispute
and who will pay for it. Again Mr. Walker will come armed
with figures. This issue is coming more into the open - see

m
the attached cutting. The main gquestions are:-

i) Should the Government wait until the

electricity industry itself puts forward

_proposals?

ii) 1Is an early rise better than a larger one later?

R

Can it all be dealt with by increasing prices

next year by an extra amount to recoup the

shortfall below target this year?

As a subsidiary issue, you may want to discuss what

line you should take in the House. You could be asked how

e T
the costs will be recouped. I suggest avoiding the

formulation "this is a matter for the industry" as it is
likely to provoke taunts about the 2 per cent increase 1in
electricity prices. A better formulation would be "so far
the costs have been borne by the industry but no decisigps

W
on increased prices have been taken".

—————— _i

/You




You could be asked to confirm specific figures on the
ggg%éBof the dispute. These can be expressed in various

ways: -

The gross costs of oil burn - around £50m a week.

T

The net cost to the CEGB - around £20m a week.

The net cost to the PSBR including policing and
social security payments to miners - in the range
£20-30m a week.
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The main point to get across is that however the costs

are measured they are small in relation to the ultimate

benefits.
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T suspect that Mr. Walker's purpose in coming to see
you is not primarily to pursue these two issues. I believe
L ———— e e e St ]
he has had discussions with Mr. MacGregor on the latter's

R ——

game-plan for bringing the dispute to an end. You will want

to encourage Mr. Walker to share his thinking on this.
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But the bank’s latest troubles arose closer
to home. On Good Friday, Charter Co., a
diversified oﬂ-marketmg-to-fmancml-ser-
vices company, and 43 subsidiaries filed for
reorganisation under Chapter 11 of the
Bankruptcy Code.

Charter has amassed unsecured loans of
$215 million, of which $37 million came
from Continental. Last week, Charter
rejected a $20 million emergency loan
package from its nine largest unsecured
creditors, including Continental. Whether
Charter will emerge from reorganisation
without having sold off its profitable, and
(unaffected) subs:dmnes, is uncertain.

Last week, yet another Continental
borrower, Public Service Co. of New Hamp-
ghire, was declared in default when it fmled to
makea $3 million principal Elyment onaloan
provided by four banks. Public Service, a
utility, is the Seabrook nuclear
facility. In an effort to stave off bankruptcy,
its banks, including Continental, have lm-
ned to lend it another $75
Meanwhile, Merrill L chnalsotrymgto
put togetheu $1 billion debenture package.

Charter and Public Service went on the
skids in the wake of Continental announcing
a 6 per cen in first quarter net income

to $29. Ztmlhon or 67 cents a share, despite
thebeneﬁtofthenleofthecredltwd
business. Last year, the bank’s net earnings
fell to $101.1 million, including
ment gain of $2.3 million, but before an
extreordmryaednofS? 1 million. In 1982,
the bank’s net income was $260.3 million.

B Propaganda

8 biitz

from BR

°1 |by ROBERT TAYLOR, Labour Editor

BRITISH RAIL intends to
launch a propaganda blitz-

The railway workers will be
toldthntplnnsfmelecmﬁeauon

krieg, warning its employees

massive cuts, compulsory
redundancies, and a drastic
reduction in Government
cash support if they back
their unions in the proposed
work to rule, and overtime
1 | ban due to start on 30 May.

BR chairman Bob Reid will
spell out the hard facts of
economic life in newspaper
advertisements and letters to all
railway workers shortly. He

hopes to provoke-a widespread
rank and file rebellion against

that the rail system will face

on Inter-City routes would
have to be scaled down in the

event of wides
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the network. °

is already costing

aweekmlost revenueandthe
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uctivity t to

abandoned if the overtime ban

and work to rule bites hard.
BR remains hopeful that the

rail union leaders — Jimmy

Knapp of the National Union of

Railwaymen and Ray Buckton

of ASLEF—will see sense and

agree to refer the tangled pay/ -

to ‘the

Fedustry's owa oo

s

an invest- | PO

‘fixed until next

Electricity“
price to rlse

by ROBIN McKIE

ELECT RgCI‘Il'YS prices are
to rise by per cent
because of the miners’ strike
—and bills will rise by a
further 1.5 per cent for each
month the dispute con-
tinues, electricity chiefs
have warned.

The Central Electricity
Generating Board says the rises
are inevitable becnuse its
expensive oil-burning generat-
ing stations are now o

oetythe

at mmir.lml it umca ty
supplying 2
board’s totel output, compared
with a normal three per cent
Oil stations are S0 per cent
more expensive to run and their
use has added £100 million to
. Now they are
operating at full strength, they
ate adding £20 million every
week to the board’s bill.
However, the CEGB still has
to decide whether to make price
rises this year or next. * On one
hnncl, peOple have a

to ride ng e

punches and to

- hamshire mines.

t to started

they have been caused by the
miners’ action. |

Electricity officials estimate
that the present £100 million
cost rise will force another 1.5
per cent onto prices. Every five
weeks, a further 1.5 per cent
will be added to that bill,
although this rate might slow
downinmld-summerupower
demands fall.

Sir Walter edds thlt the
CEGB has no choice but to pass
on the price rises to consumers.
‘We are em to break
even and so have-to pass this
rise on. It is just’ e mtter of
when.

‘Sir Walter also conﬁrmn the
claim made by Energy Secret-
ary Peter Walker that the board

‘has six months’ supply of coal

‘o TOp. of
supplies ﬁom
‘Sources
stocks are’ ‘about 20
on tonnes, down from 28

mﬂ]mntonneswhenthedmpute
Buthedemeethattheboerde

leave the unff we hlve just significan

CEGB chairman, g Welter
| Marshall, told The Observer.
‘On the other hand, if we
| make increases now, the con-
sumer wﬂl at least realise this da

them money.
don’t want to

with my board of directors.’

But it is clear that whenever
% ice rises are anno
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last week’s Petroleum Intel-
ligence  Weekly which stated
that British generating demands
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