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MEMORANDUM BY THE SECRETARY OF STATE FOR ENERGY

Because any decision on the CEGB's EFL for 1980-81 will directly
affect the NCB, my colleagues may find it helpful to have

this paper
on NCB's prospects of keeping within

their EFL for 1980-81 of £834m,

which we set last autumn as part of our

financial strategy for the
coal industry,

. . ’ S
2. In broad outline, depressed markets have meant that NCB's success

in raising output (now expected to be 4.5m tonnes higher in 1980-81
than last autumn's estimate) has led to extra stocks rather than extra
Sales. However the Board intend to offset the costs of the extra

Stocks Dy special measures to reduce their cash needs and increase

efficiency, in particular by:

a reduction in working capital, already largely achieved;
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uncertain, partly because the mein effect of a reduction in teke b .
'ii g & I invite my colleagues to accept this conclusion
lﬂ the steel industry would not be felt until then. .
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‘ 3. The CEGB will take 75m tonnes if they keep to their understending
| '1 with the NCB, to use best endeavours to take this amount provided
that the price does not rise faster than the rate of inflation. I regard
- it as crucial to our policy for coal that this understanding should Department of Energy DAREH
4 not be breached so long as this condition is maintained. It serves 1 August 1980.
A three objectives:
Bt |
1 = First, it enables stocks to be built up in power stations
SN U

against the danger of a miners' strike, My paper, E(80)76

discusses this aspect in more detail,

Secondly, it brings further pressure to beer on the NCB

'”‘ jthin
o) to control their costs so a&s to keep price incresses Withl
the level permitted by this understanding. The NCB 8re

3 their
_ faced with a fall in demsnd by the steel industry and the

of
other customers and it is vital to them thet the demsnd

d
the electricity industry, their biggest customer, shoul

be maintaineqd, 88,

FIDENTIAL
CONFIDENTIAL oo




	CAB 134 4445 (512)
	CAB 134 4445 (513)

