3rd December 1981

Thank you so much for your letter of 2nd December,
which was written following your meeting with
the Prime Minister yesterday.

Of course it is quite alright for you to defer
putting down your Question for Written Answer
until a little later in the month.

1 was most interested in the point which you
made to the Prime Minister, and what is much more
important, so was she.

IAN GOW

Tim Eggar Esq MP
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6th November 1981

Thank you so much for your letter of 5th Hovember.

I read, with warm approval, the Bow Group's paper
which you and Jocelyn Cadbury wrote.

Would you be able to come and have a drink with

the Prime Minister at her room in the Nouse at
7.30 p.m. on Wednesday, 11th November?

Ian Gow
Parliamentary Private Secretary

Tim Eggar Esq MP
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SUMMARY AND RECOMMENDATIONS

The British Gas Corporation (BGC) has
long been regarded as the one jewel in
the nationalised industries’ tawdry
crown. lts image as a profitable and
successful enterprise has shielded it
from criticism and political attention.
We applaud profit and success. Yet
British Gas’ profit record is not based
on its efficiency or competitive ability,
but rather on privilieged and mono-
polistic accessto cheap North Sea gas
supplies.

Monopolies tend to be inefficient and
British Gas is no exception. In this,asin
other fields, the old structure of the
nationalised industry has been tried
and found wanting.

Aradical approachis necessary. Iltis no
good just nibbling at the edges of the
problem. British Gas should be stripped
of all its monopoly powers. Gas should
be permitted to find its economic price
level and a monopoly levy imposed.
Only in this way can the British gas
consumer be ensured that North Sea
Gas is distributed at the lowest pos-
sible cost and the British taxpayer be
sure of collecting the economic rent
from North Sea gas fields.

Government is an uneasy and inappro-
priate shareholder. Ownership of British
Gas should be handed to the British
public by giving shares in the corpora-
tion to the people. Public accounta-
bility will be increased; ownership will
be spread to all citizens over 18; and
the need for profit will be recognised
more widely.

We have ten major recommendations
to make:

1) Britain should pursue policies
designed to raise the rate of
exploration for new gas reserves in
the North Sea to the highest pos-
sible level. BGC should retain its
right to explore for oil and gas,
although BGC's existing oil in-
terests should be sold off.

2) BGC’s monopoly purchase right
has discouraged exploration and
should be broken. The right to
purchase gas from UK. waters
should be open to any indepen-
dent buyer.

3) BGC's distribution  monopoly
system should be removed. This
will have little effect on the existing
distribution system but in new
extensions of the pipeline system
private enterprise companies can
and should be involved.

4)The Government should en-
courage the construction of an
international pipeline running from
the Norwegian fields to the UK.
and thence to the Continent.

5) The price of domestic gas should
be linked to the price of oil, and to
‘gas’ oil (domestic heating oil) in
particular.

6) To avoid discouraging gas produ-
cers in the smaller gas fields,
greater flexibility should be intro-

duced into the tax rules. The
Government should therefore ini-
tiate discussions with the industry
in order to reach agreement on the
tax structure for gas fields.

7) While the price mechanism must
provide the main incentive to con-
serve gas, BGC should make
further efforts to encourage con-
servation by, for example, providing
an energy audit service for domes-
tic consumers.

8) The proposed monopoly levy should
be 80% of the windfall profits
British Gas makes on the gas it
obtains from the southern North
Sea.

The proceeds from the monopoly
levy would fund the scheme
announced by the Government to
help the elderly, the sick and the
poor with their fuel bills. The levy
should also be used to reduce
industry’s share of national in-
surance contributions.

9) The marketing and selling of gas
appliances should be opened up.
Gas showrooms should be sold off
to private enterprise. Private con-
tractors should be encouraged to
carry out the servicing of domestic
gas appliances on a much wider
scale than at present.

10) The Government should organise
a free issue of BGC shares to the
nation.

The views expressed in this paper are those of the authors. They do not represent a collective view of the Bow Group, nor do they
represent a statement of the view either of the Conservative Party or of the Government. Bow Papers are published as containing

arguments which merit consideration by the Conservative Party and by a wider audience.
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