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ECONOWIC RECONSTRUCTICN GROUP

winutes of the meeting held at 11.00 e.m.
o Priday 8th July 1977 at the House of Commons.

Present: Sir Geoffrey Howe (in the Chair)
Sir Eeith Joseph
Kr David Howellk
Hen. Micholas Kidley

Lr Adem Ridley ] .
Kizs Anns Pulloch) Secretaries

hr Nicholas True

Apologigs ! ©Bir Ton Ziloour
Mr Jamez Pricr
Nr Johnm Motk
hy John Biffen
nrs Sally Oppenheim
Sir Leonard Neal
iy Brian Griffithe

Naticnaliged Industries

The Final Report of the Nationelised Industries Folicy Group
was discuased (PL0/T7/25), Introducing the paper, wr Ridley said
thet it was basically the zame as the tonsuliative document, which had
been prepared a vear age, and which had been diacusged with Mr Biffen,
wr Fowler,& Mr Eng. menbers of the Group represented a wide range
of opinion within the Perty on nationelisation.

They hed come under pressure both from those who wanted substan-

. tial de-patiomalisation ~ which was impractical except in & few cazmes -

ant from those who wanted to retain the etatus quo but to hove far less
ministerial intervention. There was an unrescolved confilct between
thege two viewa. It wes difficult to find a way of braaklag the
monopoly power of the natiopalised industrieg while at the gama tine
avoiding intervention. 8ix sponsoring Departments were involved, as
well aa the Treasury, snd Ministers might well differ in their view

as to what was appropriate for tha industries for which they had
reaponsibility. _

The induztrien differed graatly: BNOD was quite different from

-thﬁ othera, scme of which had assets that eésrmsd proefite and others

gactions that ocould become profit centres.  Some impetus would hava

to be glven to the propoeals on dendtlonalisation, but we ghould

avoid inveking® major political battlse. Tt wag agreed that we should
ale to publish-s pamphlet baped on the report. The report was then
discussed seotion by ssction, S T

. a

A, Wotivation . - T _
e -Thnﬁhnr}hﬁﬁﬁiﬂqigﬁinﬁ waé1nﬂa§hd ﬂt?tié*rbla:hf thnfiﬁp Enlariéa'

" Raview. Boards: by Fapneth Baker'g Group. bad Béen working on this. The

Board operated wdsr the consiraint of réleting netichelised industry

.8slariea to thoes in the Civil Service. ''Tte reéyorts had been oonsis~

tently t %id oY over-riddan eincs 1L972.  Jts pomitiom wmight be

. - more satiafdetory iT it wore not cperating agalnei & backgrommd of
;L pey regtyalnt,’ 'ﬁg."li{' Minie : : i

rial poer %o overule ite Yecommendations

B, Maopsgemont Tnformatiop .o .. . .o i
?:gﬁjf%ung—tﬂrm alm waz 4o make the 1nﬁﬁsfriah.§ttraﬁﬁivﬂ to private
vzt T U AL #yroapitel, Greater
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capital. Greater accountability might be achieved while interference
was reduced, if manazement was required %o publish mere informatim .
e.g. on coats, perhaps twice & year, while being defended for refusal
to meet constant requests between reports.

C. Coppetition

The conclusions wers summed up in paragraph 3 page, 4:— there was
ng point in extending competition between the public and private
gectors until the formers' capacity to distort itse accounts, to crods-
qupgidise lor to eliminate competition) waa controlled by proper
finenclial discipline.

D. Financial Cemtrol

In the past ecach nationaliped industry had hed & different
fipencial target, some of them bassd on & given return on capital,
but tapital employed! was itaelf an srbitrary flgure in mpany casch.
Targeta would wary agocording to risk involved, life of assets,
gearing, eand to the declining on expanding state of the industry con-~
sorned. Working out the detail could be left to the Civil Bervice,
vut in order to aveid delay when taking office it might be helpiul
to have edvige from an ex-Treasury officigl, or from the CBI, on
the options availabla.

Cach limits as 8% present applied were in many cases meaningl
— the BSC, for example, was already right up 1o its £900 million
1imit, and was far from making any pozitive return on capital. It
wag arguable that we would have to T:nd offsets eleswhere in the
public sector if wa wers to Berap present limits. A rigid limit
on internal and external Tinancing 4id act as & constraint on wagee.
Nr Adam Fidley would gepars a noig on caah limit control

E. Frice Conirol

The decisione reached at the last meeting of the Group, that the
Nationegl Conaguer Council should be given respongliblility for over-
seaeling complaints ageinet nationaliged indugtrise end their prices,
and should replace the individual indugtry consumer bodies, ghould
" be inssried-into thie section of tha report.

T Unecongmic Activities

These recommendationg were wmexceptiomable. The Minigter
muat have power to intervene and to veio propoasle, in particular .
an capital projecte, FProblems couwld, however, arise over ralsing
private capital if inveatore believed that inveptment declsiona
depended upon ministerial whim or political congiderations. Some
plement of plamning was inesacapsble where Invéstment proposals of
Aifferent industries were incoppatible - where, For exampie, both

elaﬁgzipitg-anﬂ gon. were aiming to cbiain &0 per qent of an gnergy
maer . - ' -

The peper did not refed to distortiona puch as thoge at pieeent
imponed through the ban on oil iwports and Tax an-¢1l. Douhia were
expresaed over the recommemdation {point &, page 217 that naticnalipsd
industries should be proventsd from extending their activities into
‘now Field®. Tuie oould meke it more diffieunlt to attract private
capital, and ba gn. undealirabla hindrance vhere the induetry was a
oamdldeth-for de-nationalisgtion.  Joln ventures with privats anter-

" pri@e bouid be: senslble. ' _— -

... Tt wie agrdbd that discussion of the report should ve continued
at.:ﬁhﬂ;ﬁ&t peR¥iNg of i Grouy, on-Thuradey: 14th July a2t 9.30 a.m.
Eny ' Peport mbile Yo Wb Shadow Cauinet should refer both to thé widely
Tepresentative membership of e FPoliecy Group, and to the fact thet the
recommendations had been discusssd with the Shadow ¥inigters concerned.

The meating cloped at 11.10 a.m«
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