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(‘(]RP“HAT[“\: RETAILING OF GAS APPLIANCES
o GAS U
158 G4
" gRIT
p jdered a Memorandum by the Secretary of State for Energy
: cons .
Pfamlttfe o e of the British Gas Corporation's (BGC) appliance
the J
(19”"0) o < and a Note by the Secretaries (E(81) 68) covering a report
{ siness @
1ai 1108 " of State for Industry on the discussion of this subject
3 secretary 0% { . ;
by jeb comittee on Disposal of Public Sector Assets (E(DL)).
\- the Sub-
ENERGY said that he ¢ ted t j :
ORETARY OF STATE FOR ENERG aid 1 e accepted that, in the light
e os and Mergers Commission's (MMC) report of July 1980,

e HDDOT:I;@ taken to tackle the problems of unfair competition by
ol Sh;zc's present domination of the gas appliances market. To this end,
f:uo:::fmended that BGC should hive off the retail sale of gas appliances

into a separate subsidiary, that they should continue to buy gas appliances

solesale but should sell them to reputable private retailers and their own

absidiary on the same terms, and that the retailing subsidary should be sold to the
yrivate sector when practicable. The alternative, of requiring the BGC to

;uhdrav from gas retailing over a period, was open to a number of practical
difficulties. BGC did not want to sell their showrooms, and to force them to do

# vould probably require primary legislation; he could not be certain whether

this vas so until, as he was required by the Gas Act 1972, he had formally

“msulted the Corporation and satisfied himself that a direction under that

et vould not impede the proper discharge of their statutory duties. It was

likely that BgC would produce substantial arguments against such a direction,

n r :
“pan because large numbers of people used gas showrooms for paying their
ills _

0 4 for seeking advice. Both manufacturers' and consumers'

Tganisat; . i

o lons were generally opposed to BGC withdrawing from this market

the ¢
kh‘ghl“"‘l"’pular;ty of the change would mean that problems of safety would
both g, &y legislation would be necessary to deal with safety regulations,
T stanq

Iviog grdssce &as appliances and for standards of installation and
iugs i,

e i - 5
W!!ihility o2 Unlons concerned were campaigning vigorously against the

the move t, force BGC out of the market, and there was a

b they vo

o
thegy Proposa)

Pro
lay 1 lems wi

Ruibi gy tha
X uld carry out their threat of disruptive action.
* Vhile going further than BGC would wish, would largely avoid

hile leaving open the possibility of privatisation at a later

1
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THE MINISTER OF STATE, DEPARTMENT OF TRADE, said that she stro

1y Tegy,

that BGC should be required to withdraw from gas retailing over %enh:
Yeary,
Ther iy 4,

the
S T'he
LI lesg
to

gementg

St five
disposing of half of their 931 showrooms within two years, , i

following year, and the remaining quarter in the final two Years
Government could not defend, particularly to its own Supporterg

’
robust response to the MMC's highly critical report of the damage

manufacturing and consumer interests caused by the Present arrap
her view, BGC could withdraw from gas retailing over three Years, py, 9 Iy
recommended a five year period to ensure that the manufacturerg and retaily,
had the fullest opportunity to respond to the challenge. To make Progres s

to avoid the risk of protracted consultations with BGC, it woulg be bette a
to accept forthwith the need for primary legislation rather than rely o ,
direction under present powers. It would be important to ensure adequate
safety precautions under the new arrangements. BGC were, however, grossly
exaggerating the safety risks involved in making the change; they already
sub-contracted 92 per cent of the work on central heating installation to
registered private sector firms, and the installation of other gas appliances
was a relatively simpler task. The Corporation also exaggerated the present
role of their showrooms: they did not deal either with emergencies or with
queries on bills, and all that was needed, when they had withdrawn from
Tetailing, was revised arrangements for bill paying and for dispensing gener:l
advice. Without information from BGC it was difficult to estimate the likels
receipts from disposals, but her own very nrovisional estimate was that the

value of showrooms and of stocks could be as much as £200 million.

In discussion there was general support for the approach recommended by tk.w
Minister of State, Department of Trade. In further discussion the follovi®d
were the main points made -

4 8t
8; It vould be better for further work to proceed on the (i 1
Primary legislation woulq be taken to put beyond doubt the questl"“d t0
vhether BGC could be forced to withdraw from appliance retailifé uw"
sell their showrooms. When the Secretary of State for Enerdy con!:mcm,,
the Chairman of BGC on the proposals, and on the possibility of A”‘ 7
* he should make clear that the Govermment were prepared to 1e41°'"
as a result, BGC Were to accept a direction, the case for gl
legislation could be examined again,

CONFIDENTIAL

b the withdrawal would be phased over five Years, there
Even U“’“gL British manufacturers might not respond to the challenge

as 8 risk ““‘)1“\ would bring in imports. To guard against this,
and thet retﬂ‘d:‘x"h could be introduced which, though in harmony with
wchﬂ“'"l stan ‘“v requirements, gave British manufacturers the best
Furopeat Comm“: (,V{ competing successfully with foreign imports of gas
possnble chan;wro was also a need to take positive steps to encourage
appliance s ers to invest and to develop their products in the
British mapufactur

ev situation.

BGC were thought to have spent about £2 million on a public relations
c.

campal

a case of
judged it to be appropriate, the Home Secretary might consider raising
ju

in defence of their retailing activities. This came near to
g

public money being used for political purposes; and, if he

the matter with the Independent Broadcasting Authority. BGC's campaign

vas, moreover, only one of a number of examples of massive public relations
Sy

exercises by nationalised industries and other public bodies to bring

pressure on the Government to fall in with their objectives.

T PRIME MINISTER, summing up the discussion, said that the Committee agreed with
tbe proposals of the Minister of State, Department of Trade. The implementation
of this decision deserved high political priority and an announcement of it
Sald be made as soon as possible to bring the present uncertainty to an end.
1 avoid the Possibility of delay, pending consultation with the BGC, further
e Eroceed on, the assumption that primary legislation would be
‘?mdu“d to enable the decision to be implemented and to deal, as Decessary,
:;:bi;ni’i:r:?iSinns for safety requirements, It would be nece.ssary to consi:er
fag (Indus:r::s for the 1981-g2 Legislative Programme ¢‘)f thf 1ncl|.xs.x:n ::ld e
Rcessary 4 and Commercial Supplies) Bill extended in tln.s way; i :e“lt
shoulg g fnex“ude other Bills, probably the Inso.lvencyBlll,ta:h: L
G'""’lmu'- was p:mally consulted on the decision and informed that :
e Pared to introduce legislation to give effect to it. If

th
e o7 "t agree 4o accept a direction under the present powers, the
Ui ! ¥4 scope op It would

b » Primary legislation could be reconsidered.
o €Cesgy
Ui, Y to o

gy, onsider what further steps, including the introduction
) % :
'inuractm ™7 technica) standards, should be taken to stimulate British

rs p ;
' Tespong to this challenge and to reduce the risks of imports.

3
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The Committee -

1. Agreed that the British Gas Corporation should pe

S Tequi
from gas appliance retailing and to AI?QPOSE of their shoer;:ed to
years, on the lines proposed by the Minister of State, Deparn;s' OVep o
3 Ment 20

Eorporation on the basis that the Govermment wag
primary legislation to give effect to this decisi
outcome.

2. Invited the Secretary of State for Energy to consult the ..

Brit;
Prepared t, ta]l‘:lsh Gay
on, and tq Teport W
e

5. Invited the Home Secretary to arrange for The Queen!
Future Legislation Committee to take account, in their f
to Cabinet on the 1981-82 Legislative Programme, of the
including the proposed Gas (Industrial and Commercial Sy,
extended to provide for the withdrawal of the British Ga
from gas appliance retailing and, as necessary, for furth,
regulations, and to report to the Cabinet.

S Speechy
I?rther r:;o:ld
mplicatjopg 0
Pplies) i)
2 CO!‘poranen
er safety

4. Invited the Secretary of State for Industry to consider further hgy
best to stimulate British manufacturers of gas appliances to Tespond to
this change, and to avoid a growth in imports.

5. Invited the Secretary of State for Trade —

i. To consider the introduction of new mandatory technical standuri:

for gas appliances.

ii. To announce, as soon as possible, and in consultation with the
Secretary of State for Energy, the Government's response to the
report of July 1980 by the Monopolies and Mergers Commission on tht
retailing of domestic gas appliances.

ot
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¢ND OF OFFSHORE LICENSING
Lot RO
dradeia Memorandum by the Secretary of State for Energy
conside
jttee f offshore licensing.
e (o8 ,ighth round o
B 63) o8 o ol
(gt
¢ STATE FOR ENERGY said that he proposed that a relatively small
0 ).
ﬂjzsgcllmm .1a of up to 40 blocks should be announced in July and that the
£ i censing
Mmdof lic applications should be either December 1981 or January 1982
) for
(Josing date he late spring of 1982. The aim would be to retain oil
ards in U ¥
Jith avar st in the United Kingdom Continental Shelf (UECS), to keep up the
interes h
:azpauim +f exploration, and to rebut any suggestion that the Government was
sent :
m?n;ant to put to the test the attractiveness of the UKCS under the new oil
reluc . B by 2 5
4 regime. The round would be specifically aimed at pushing exploration

sev and unexplored areas and, because of the risks, he recommended against
into

jmnding cash payments for the blocks. He judged that substantial revenue
{rom cash premia could be obtained from further licensing rounds in two or

three years time.

T CBANCELLOR OF THE EXCHEQUER said that he would strongly prefer to delay
% lntroduction of an eighth round of licensing so that the earliest closing
@ie for applications was late July 1982 and preferably a few months later.
B applications would then be received after the passage of the 1982 Finance
Hll vhich would include permanent legislation for the North Sea tax regime.

It i |
tvould ayogq the danger, which the Secretary of State for Energy's timetable
‘ried, that the ma

A Jor oil companies would attempt to put pressure on the
“ernment,

il s while the 1982 Finance Bill was still under consideration, by a
1berat, : S«
*tely disappointing response to the eighth round.

:HZ 08 i1y
.zreed that the in
: del“‘l'ed;
e Exgp,

» Summing up a short discussion, said that the Committee
troduction of the eighth round of offshore licensing should
/ In addition to the arguments put forward by the Chancellor of
P e anag unnecessary to go ahead so soon after the seventh

¢ lcensing o high-risk blocks at a time when there was an oil

g o th
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glut and the oil companies were antagonistic to the taxes impog,

ed op the
er the

for gy,
: erpy
was free to say publicly that the possibility of an eighth rounq &y

by the Government; delay would also give time to consider furth
implications for the fishing industry. The f\'ecretury of State

was unde,

consideration but that, if it were to go ahead in 1982, tpe closing dat,
€ for

applications would be in the second half of the year.
The Committee -
1. Agreed not to proceed now with an eighth round of offshore
licensing.
2. Invited the Secretary of State for Energy -
i. To put forward further proposals in due course for an
eighth round with the closing date for applications in the
second half of 1982,
ii. To be guided, in the meantime, in any public statement on

the timing of the eighth round by the Prime Minister's summing
up of their discussion.

Cabinet 0ffice

24 June 1981






