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The Comnittee will discuss, at their meeting on 23 J“"’l:?%

12 June to the Prime Minister from the Seetetary nt State |

[oT
a qd Iiﬁ
o the discussion by the Sub-Committee on lhspoul P



c IDENTIAL

2l

ETAILING OF GAS APPLIANCES

on 10 Jdune, without Teaching agreement,

how the

's (BGC) domination of gas appliance
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be ended. I undertook to repart the outcome of

{scussion %o you.

accounts for over 90 per cent of retall sales of gas
lookers, fires and water heaters. 1In a report published in July
| 0, the Monopolies and Mergers Commission (MMC) concluded that

s domination of the market acts against the public interest.

The Commission slleged that BGC is able to demand advantageous

!
innsfr:m suppliers, and to subsidise the sale of appliances

ifrom gas sales, thus inhibiting competition in the retail trade;

:d that the manufacturers'! close relationship with BGC has

tduced the competitive pressure on them to increase efficiency.

hilleagues accept the Commission's analysis.

E(0L) discussed three proposals for opening up the selling of
P ivate sector competition.

) The Minister of stats, Department of Trade

PToposes that BGC should be required te

withdraw f retailing over five

yeaTs. (£(pL)(81)8). The Cozparatiocd should

disposegs half of its showTooms within two yeaTs,
and the remaining

Tom gas

8 guarter in the following yeas,
quarter in the final twag yeaTs.

Energy proposes that
le of gas appliances
1on itself

The Secretary of State forf

BGC should hive.off the retail s@
The Corporat

into a separate subsidiaTy.
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would continue to buy gas applianceg wha

but would sell them to reputable :"ivatel::?le'
and its own subsidiary on the same Eaty - T‘:ilg,s
retailing subsidiary could be sglg €5 bhi p“a
sector as and when it developed into a Via:l;va:E
business. (E(DL){(B81)11). =
(111) The Parliamentary Secretary, Departmens 4

Industry, proposes a modification gf the Ministep
of State, Trade's scheme. BGC shoulg dispose g
75 per cent of its showroams aver 5 YEATS with th,
other 25 per cent held by a new BGC su‘usidiary,
The Corporaticn would be required to ensure fair
competition between the privates sector and its
subsidiary and to sell off the lattaer as soon as
paossible. (E(DL)(81)10).

The Sub Committee considered the three proposals against a
umber of criteria.

(a) Competition and Privatisation. Proposals (i) and
(411) would clearly contribute to our objectives of
PTomoting competiticn and, whersver possible,
®Tansfarring functions from the public to the private
S2Ctor. It is guestionable whether the Secretary of
State for Energy's proposal (11) would have the same
Tesults. The BGQ's dealings with its retailing
subsidiary would need tg he supervissd to ensuTe thet
*he Corporation dig not discriminats against privete
%8ctor retailers (ang the Office of Fair Trading uauldn)'
Teguire 2dditional manpower to provide this supervisio
There is a pygx that private sector competitoTs wnuld“
simply not pe convinced that they could compete on f2

t t0
"m2 With 2 BGC subsidiary and might not attemPt
enter the market,

cpFect ON manufacturing., Almgst all Unis

) . “ed Kin
(b 1iances manufacturers are OPposed g ; gdom
gas 2P e - 8GC's being
sorced £0 withdraw Trom Tetalling BrHerens that
;‘wate gector retailers would be slgy 0PN Nene gen:
Gt seem to int Pi

1d towar
ynich would ds proposal (41) op

i11i). The manufacturers ar
sosaiply (111D T2, houever, propap; !

:‘!latinnship
yith BGC. ailing 1s one of
she more dynamic sectors of the United Kingdom econom

and 8 number of potentia

gxc!SB'-VEly influenced by their present cosy

Past evidence suggests that ret
Yy

1 retailers of gas 2ppliznces have
already expressed considerable interest in getti | inta the
market provided that BGC is excluded from it. & far
as the manufacturers are concerned, they ought tr be
able to respond to the changing demands which wo d
probably occur if the market were opened up to
competition. Nonetheless there would almost cers inly be
scme increase in import penetration, though this -suld
perhaps be reduced by specifying appropriate tect ical

standards.

() Consumer ettitudes. The National Gas Consumess ‘
founcil, the Consumers Assbciation and the National Consumer Council

#'¢ all opposed to BGC's being obliged to stop salling
%28 2pplisnces. Like the manufacturers they feser that

Pfvate sectpr retailers would not gquickly fill the gaa
lef

"By BEC. 0On the gther hand there is enaTmous
MSumer dissatisfaction with the standazds af BEC's
Quj

" installation of gas appliances.
(@)
Sect

he private

m Gas appliances installed by &
than those

°T have g markedly worse safety recaT@

ingy e terms the numbel

lled by 8GC, although in absalut

« elied
5y Sldents 34 small and the Corporation ™ .
3 ontractoTs wnen n&

::3 T*Placed toun ges a fesw years 33°: yhichever option is
:Dteu' Nouever, it seems desiveble ®2 “"“t:::ra
Stay ® ®Praprigte safety standards. The 2

thinks that this

om ral
tnantly gp private sectoT ©

cnuldx

O%artment of Trade,




necessary, be done

of gas apnliances;

and arg ¢, favour

(e) Proceeds from c

have egreed estimat

w rue from di ir C
ould acc ing of BGC's shgyp 2]

Par F

Comg. b ot -~
mentioned range between £10 million ang S B ouze, W etary of SYBEE nergy's view, as reporsey Nt
The Secretary of State for Energy, the o Mi11ian, ™ ‘q'ary secretary, Department of Energy, Temaing thz i

U Nistep 1 1amen’ 2t the
Py + - . of g & ~yption in ges appliances ret
Department of Trade and the Financial Secretan ﬂa:a, ¢ disTupP io 9 2tailing ang manufat:turing

ks 0 5 tha+
Yy TTEESL’.‘V " ge proposal (1) and that his oun approach (1) is to Be

are attempting to agree on a narrower Tange gr
Sy of

Flgures,

Irrespective of the disposal PToceeds there g L ;rerrede
there s, hou
a case for going ahead in order t ! Bver
ir T o] To
SoNDet it iy Promota more gpep e compromise suggested by the Parliamentary Secretary
i 1
wpent of Industry (i1i), fould little support as yestarday's

weting, on the grounds that 1t would be difficult to defend

() Attitude of BGC and ¢t
the Unians.
The Corpors wrving any proportion of the market to the Corporaticn.

tion

sgues felt that a better safaguard against the risk of undue

sruption would be to announce that whatever timetable is

and the Gas unions are strongly opposed to the

Corporaticon's being obliged to get out of gas appliance purket dd
retailing and ther : b s
g there is talk of action going as far as s fied for BGC to get out of gas retailing would be flexible and

national gas strike. The unions expect, probably rightly :n t0 Teview.
that there will he same net reduction in jobs if ssc-s:as;
selling gas appliances. Private sector retailers would, f There 1g a difeiculty aboutionueaE
for example, be unlikely to follow the Corporation's F to withdray from the retsiling of gas appliances, the y
::a:::::l:fa:ending separate electricians and gas fitters ”a*y of State for Energy “‘f—ll have %o direct it to do so.
Y 88s appliance with electrical parts; they : ““aMey General!s advice is that there is a reasonable
would Prabably use one man where BGEC use two. ‘fﬁce that powers under the Gas Act 1972 couldtheRlisedfforsctis
‘1:':. Tl Secretary of State for Energy is attempting further

ary
Y the lega) position, but it is unlikely that ue shall
ers

If the Government wants

5. EGD
L) recognise the amount of opposition to proposals for

Tadical 860
change in gag Tetalling which a concarted campaign B thoy s
g which | ¢

table 4
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knoule - 1o
ing, 15992 Of uhat arguments BGC might themseives g=g-ct
the Bas

and the
928 unions coylg produce; the serious conseguencé i
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hope. &Ss effective in replacing BGC then ? ¢t ?‘3“ to i Secretary of State to take the O well

would &% ey .Eccau”‘ when framing a direction. IS would be as

*® Proceeq gn the pessimistic assu
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E mption that new
passihle tg include

y Bill, which

Most member
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meNufacturers, f the Sub Committee, however,

and much 3 satis”
factorily 44 o moTe sg retailers, to adapt ot
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€ radical change in the market which wodl®
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11 It would seem necessap fo
contentiocus Bill. I i G

Y decygy,
proceed along the lines suggested by the Minister 4 Staty &
¥ 2

be PO + + A
Department of Trade, to be dependent on the F“‘!‘the: b o )
2 ossible 1 ) Afded 2y
have commissioned on the possible legal ang legtslaty,, e

difficulties about the c

S I am copying this minute to Members of E and E(DL),

to the Chancellor of the Duchy of Lancaster, the SECI‘EtanE! .
State for Scotland and for Wales, the Attorney Eene:sll the Chigy
whip, the Minister of State, Department of T:agg, the

Parliamentary Secretary, Department of Industry; and to gy,

Cotrerre B
D KEITH JOSEPH

(appraoved by the Se:re’:ary of State
and signed in his absence)

Robert Armstrong.

12 June 1381

Oenartment of Industry
Ashdoun House
123 Victoria Street
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