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PRIME MINISTER

I attach an article from today's "Economist" reporting on your
forthcoming seminar on global climate. It has sparked some
interest from PA and is IIE;I;‘to run in at least some of the
Sundays.

-G e L

The Economist was already fairly well briefed when they
approached us. Bernard and I saw no harm in confirming who

was coming and the overall purpose of the day. (This was

bound to become public with an invitation letter going to more
than forty people.) That is the first half of the Economist
article. The second half is more speculative and less helpful

since it equates action with "more money from Government".

In speaking to the Sundays, Bernard has been at pains to get
across that this Seminar is about improving the consensus in
this country on the scientific position, and it is on the

basis of that that it wodIE—EZ_ZIEht to consider what action

is appropriate.
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were themselves the subjects of a DT inspe
tors” report in 1976, they had no such g 0-
tection. They were criticised for a cafalier
approach to company expenses 4hd for
contravening the government's/economic
sanctions against Rhodesia. Q) that occa-
sion, the inspectors’ repgAf was handed
to the press at the same £me as it was re-
ferred to the prp foy possible criminal
proceedings.

A number of fther arguments have
helped dissuade Yord Young and his col-
leagues from puKlishing the report:

® Before the Observer leaked extracts, min-
isters in the DTI took the view that pdblica-
tion would allow the Labour party #6 accuse
them of jeopardising the rights g#any defen-
dants to a fair trial.

® Since the Observer’s leaks/ indignant min-
isters do not want to give’the impression of
being bounced into pyblication.

® The governmeng/has already gone into
court arguing that it is justified in not pub-
lishing the repért—the case goes to the law
lords on Apfil 10th—and does not want to
anticipate’their decision.

If #e law lords tell Lord Young to pub-
lishehe will breathe a sigh of relief and obey.

ey order him not to do so, he will also be
in an easier political position. The report’s

SQents are not expected to be damaging to
the\government. Indeed, some Tory
backbehch MPs are relieved that the govern-
ment is bléssed with such a distraction from
the weightierNssues of the economy or the
national health sxyice.

Yet the handlingef the report has made
the government look fag bling and unpre-
pared. Lord Young, a minister who has
never had to face an electionMas a meagre
reservoir of affection and Suppd[t among
Tory backbenchers. The Harrods Mair will
not have helped his political career.

Environment

Green thoughts

Yes, green she is and by God

she is going to prove it. Eight

# cabinet ministers have been

%@ summoned by the prime min-

ister to an all-day seminar on

climatic change on April

26th. They are the foreign

secretary, the chief secretary

o the Treasury, the agriculture minister,

ind the secretaries for the environment, in-

lustry, education and science, transport

nd energy. The seminar is intended to edu-

ate them on climatic change and global

/arming. [t has been arranged by Mr David

isk, chief scientist at the Department of the

nvironment. No excuses or substitutes will

e accepted and Mrs Thatcher herself will

pen and close proceedings.

An Australian physicist, Professor Tom

/igley, director of the climatic research unit

the University of East Anglia, will open

ie discussion with dire predictions of the

apact of the greenhouse effect on the sea

vel. His own university in Norwich could
> one of the first to be inundated.

Mr Ken Currie of the Energy Technol-

v Support Unit at Harwell will then de-

ribe what the rich world could do to miti-

te the effects. Sir Crispin Tickell, Britain’s

1bassador at the United Nations, who is

pidly developing the sort of rapport with

Mrs Thatcher that Lord Cherwell had with
Churchill, has been summoned from New
York to describe how the rest of the world
can be brought into line.

Mr Martin Holgate, formerly chief sci-
entist at the environment department and
now director general of the International
Union for Conservation of Nature and Nat-
ural Resources based in Geneva, will
summarise the possible action to be taken—
a role which he performed brilliantly at the
recent London ozone conference.
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Others attending may include Lord
Marshall, chairman-designate of National
Power, the larger of the two privatised elec-
tricity-generating companies; and Sir James
Goldsmith, an international financier who
has become increasingly interested in envi-
ronmental issues. Sir James has been lobby-
ing the prime minister for a scheme to use
official aid money to buy up Third World
debt, sell off the principal, and swap the
right to interest payments for a lease on
tropical rain forests.

Ministers have generally failed to grasp
the implications of Mrs Thatcher’s conver-
sion to the cause of the environment. Only
Mr Kenneth Baker, secretary of state for
education, said promptly, “more money”
and put in successfully for a rise in the sci-
ence-research budget.

Some ministers, including Sir Geoffrey
Howe, the foreign secretary, are simply not
interested in environmental issues. Others
have had difficulty in taking their depart-
ments with them. The minister in charge of
the Overseas Development Administration,
Mr Chris Patten, is a keen green, and helped
to write Mrs Thatcher’s how-green-I-am
speech to last year’s Tory party conference.
But his department has been slow to ask for
more cash for environmental aid to the
Third World.

One project being reconsidered in the
wake of the prime minister’s conversion is
Britain’s contribution to a European scien-
tific space satellite. Britain dropped out of
the project when the space-research budget
was cut last year, but the satellite would be
particularly useful for monitoring the de-
struction of the Amazon forest and other as-
pects of climatic change.

The minister most in need of re-educa-
tion, according to some of his Whitehall col-
leagues, is Mr Cecil Parkinson, the energy
secretary. He and his department have been
reluctant to discuss ideas for energy con-
servation, claiming that sulphur emissions
from power stations have declined since
1979 (and ignoring the fact that they have
risen since 1984, a side effect of faster eco-
nomic growth). In particular, the energy de-
partment has been reluctant to talk about a
carbon tax, an idea which Mr Nicholas Rid-
ley, the environment secretary , has said in
cabinet that he is keen to explore. The pur-
pose of such a tax would be to make forms of
energy which emit carbon dioxide, and thus
contribute to global warming, more expen-
sive compared with those (such as nuclear
power) which do not.

The prime minister is still basking in the
success of last month’s conference on the
ozone layer. One sign of its international im-
pact has been a new willingness on the part
of the Soviet Union, not traditionally re-
garded as an environmentally sensitive na-
tion, to follow whatever lead the British set
in getting rid of chlorofluorocarbons (CFcs).
The conference has helped to establish the
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ministries most immediately concerned with
organising it, the Environment Department
and the Foreign Office, as the leaders in de-
vising new environmental initiatives. The
Foreign Office earned plaudits for roping in
so many ministers (a total bag of 80), while
Mr Ridley’s visit to China in January was re-
sponsible for the important participation of
the Chinese.

Mrs Thatcher is now anxious to find an-
other equally striking initiative. She is keen
on the idea of an international convention
on the atmosphere. Before her conversion,
she would doubtless have insisted on wait-
ing for the results of a number of studies be-
ing conducted by an international panel on
climatic change set up by the World Meteo-
rological Organisation and the United Na-
tions Environmental Programme. The panel
is due to report late next year. But it now
looks as though pressure for earlier action

may surface at the United Nations in the au-
tumn, led by Canada and Malta. Mrs
Thatcher may feel it would be politically as-
tute to take a lead in getting a convention
under way.

This would involve the government in
thinking about the need for new interna-
tional institutions to oversee such a conven-
tion. One idea, being mooted by some of the
Russian representatives at the United Na-
tions, is that the UN’s trusteeship council,
set up to look after colonies en route to inde-
pendence, be converted into a trusteeship
council for the planet.

The danger for such grand schemes is
that the developed countries will think up
targets for the rest of the world to meer,
without fully considering the implications
for their own domestic policies. One effect
of Mrs Thatcher’s seminar may be to fix that
point firmly in the minds of her ministers.

ate industries

The rate for the job

INCE thy publication of the white paper

on nationNjsed industries in 1978, Brit-
ain’s public-sectdy companies have been re-
quired to make a Pe-tax real return of 5%
on their new investments. At the time, this
looked reasonable enough: private-sector in-
dustrial and commercial &mpanies (exclud-
ing North Sea operations)\mnade a real re-
turn of 7% in 1978. Come 1981, and the
deepest recession since the 19305, a 5% rate
of return looked downright demarding: by
that time, Britain's private sector Was re-
turning just 3%.

The boom years of the 1980s, however,
have seen private-sector profitability soap
Private rates of return have risen every yéar
since 1981; in 1988 they hit 11%. Reiem-
ber that this is the average rate: new/invest-
ments should do better still. With the
opportunity cost of capital so high, the Trea-
sury reckons Britain’s remainjfg public-sec-
tor industries ought to appraise their invest-
ments against a more realjétic yardstick. On
April 5th Mr John Majof, chief secretary to
the Treasury, announfed that nationalised
industries will now fe required to make a
return of 8% on réw investments. The dis-
count rate used go appraise projects in the
non-trading papf of the public sector will be
nudged up frofn 5% to 6%.

Why chghge now! After all, private-sec-
tor returng/have been above 5% and rising
for the pagt five years. The Treasury reckons
it needed to be sure of the trend. Unbeliev-
ers say ithat the rate-of-return rules hardly
matter now, because the number of state in-
dustries has dwindled as Mrs Thatcher has
sold them. Close as they are to being sold,

That, cynics claim, is #hy the Treasury
has marked time: had gHe electricity indus-
try still been firmly igfthe public sector, an
8% rate-of-return Zéquirement would have
embarrassingly Aindermined the govern-
ment’s plans/for capital-hungry nuclear-
power statighs. Back in 1986, for example,
the Nuclgdr Energy Agency estimated that
the Sizgtvell ‘B’ nuclear-power station now
being/built in Suffolk would be one-third
chedper than an equivalent coal-fired sta-
tn at a 5% rate of return; at 10% the
4gency thought it would be dearer. It proba-
bly will be so at 8%, too. The planned nu-
clear station at Hinkley Point in Somerset is
unlikely to be cheaper than a coal-fired one

any realistic rate of return.

The Treasury hopes that the new rates
of rexurn will make those companies still on
the prixatisation back-burner, such as Brit-
ish CoalNand British Rail, leaner and more
efficient. It\will also make them more sell-
able. British Soal says that it is not worried
by the change because these days it consid-
ers only projects Which beat 8% by a decent
margin. But part ot British Rail’s investment
programme may suffdr; so may its passen-
gers’ pockets after BR’s Yinancial targets are
reviewed later this year.

In one indirect way, however, the new
rate-of-return rules will affect\the soon-to-
be-privatised water and electrity indus-
tries. Some measure of expected Xate of re-
turn will be incorporated in th® price-
regulation sums for parts of both industries.
The figure being used? By strange coin-
cidence, 8%. Bad news for consumers: on
balance, the higher the figure, the greater
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