
DEPARTMENT OF TRADE 1 VICTORIA STREET LONDON SW1H OET Telephone 01-215 7877 


From the Secretary of State 

Tim L a n k e s t e r Esq 

P r i v a t e S e c r e t a r y to the 
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W h i t e h a l l 

SW1 August 1979 


I n h i s l e t t e r to you of 20 J u l y concerning e x e c u t i v e p e r k s , R i c h a r d 
Broadbent sought comments from sponsor departments on the p o s i t i o n i n 
the n a t i o n a l i s e d i n d u s t r i e s f o r which they are r e s p o n s i b l e . T h i s 
l e t t e r d e a l s w i t h B r i t i s h Airways (BA), the B r i t i s h A i r p o r t s 
A u t h o r i t y (B.aA) and the C i v i l A v i a t i o n A u t h o r i t y (CAA) and i s based 
on our own knowledge without r e f e r e n c e to the i n d u s t r i e s themselves. 

Both BA and the BAA p r o v i d e c a r s f o r some s e n i o r e x e c u t i v e s . In the 
case of the BAA t h i s amounts to around 30 c a r s . We do not have a 
f i g u r e f o r BA but we b e l i e v e the p r a c t i c e i s on a s m a l l s c a l e compared 
to the t o t a l s i z e of the b u s i n e s s . There are no a l l o c a t e d c a r s i n the 
CAA which operates a c a r p o o l v e r y s i m i l a r to t h a t which e x i s t s f o r 
Government Departments. S i n c e a number of n a t i o n a l i s e d i n d u s t r i e s 
p r o v i d e c a r s f o r s e n i o r p e r s o n n e l , the p r a c t i c e s o f BA and the BAA do 
not r e p r e s e n t any d i s p a r i t y w i t h i n the p u b l i c s e c t o r . 

The o t h e r main e x e c u t i v e perk of which we know i s the e n t i t l e m e n t to 

f r e e f i r s t c l a s s a i r t r a v e l f o r l i f e which i s enjoyed by members of 

the main B r i t i s h Airways Board. We are not sure how t h i s ranks f o r 

t a x a t i o n purposes under e x i s t i n g arrangements and would probably have 

to approach BA to get a c l e a r e r idea of t h i s . I t would appear to be 

unique i n the p u b l i c s e c t o r and, w h i l s t t h e r e would be no j u s t i f i c a t i o n 

f o r e x c l u d i n g i t from any p r o p o s a l s to a l t e r the t a x p r o v i s i o n s 

r e l a t i n g to p e r k s , my S e c r e t a r y of S t a t e does not wish to take 

separate a c t i o n to remove or reduce the e x i s t i n g arrangements at t h i s 

present moment. We are at a d e l i c a t e stage i n the Government's 

r e l a t i o n s h i p w i t h the Board and we s h a l l need t h e i r f u l l c o - o p e r a t i o n 

to achieve a smooth t r a n s i t i o n to a p u b l i c l i m i t e d company and a 

s u c c e s s f u l share f l o t a t i o n . 




From the Secretary ofSta te 

There i s another c o n c e s s i o n i n BA which I should mention but which 

i s not an e x e c u t i v e perk as such s i n c e i t a p p l i e s to s t a f f at a l l 

l e v e l s . T h i s i s the arrangement f o r co n c e s s i o n a r y f a r e s whereby a l l 

f u l l - t i m e employees of BA w i t h more tnan one y e a r ' s s e r v i c e are 

e n t i t l e d t o an u n l i m i t e d number of co n c e s s i o n a r y t i c k e t s f o r themselves 

and t h e i r f a m i l i e s (as d e f i n e d ) at r a t e s approximating to 10% of the 

average lowest f a r e quoted to the p u b l i c . There are s i m i l a r 

c oncessions f o r the s t a f f of a l l the world's major a i r l i n e s . 


ouch t r a v e l i s on a standby b a s i s meaning t h a t the s t a f f may o n l y 

occupy s e a t s which would otherwise be empty, they can be o f f - l o a d e d 

at i n t e r m e d i a t e p o i n t s t o make way f o r f a r e p a y i n g passengers and 

there i s no assurance t h a t r e t u r n t r a v e l w i l l be a v a i l a b l e on a 

d e s i r e d date. Thus i t cannot be s a i d t h a t the v a l u e o f the t i c k e t 

i s e q u i v a l e n t to the p r i c e which would be p a i d by a normal passenger. 

The reduced r a t e i s c a l c u l a t e d to be more than enough to cover the 

ma r g i n a l c o s t s i n v o l v e d and p r o v i d e s an a d d i t i o n a l revenue 

c o n t r i b u t i o n which amounted to some in. 1976/77• 


An attempt was made i n the 1976 Finance B i l l t o make t h i s c o n c e s s i o n 
t a x a b l e but i t r e s u l t e d i n a u n i t e d and v o c i f e r o u s campaign of 
p r o t e s t from a l  l l e v e l s w i t h i n BA which argued t h a t c o n c e s s i o n a r y 
t r a v e l f o r employees i s a v a i l a b l e i n a l l a i r l i n e s and i s a r e c o g n i s e d 
b e n e f i t of a i r l i n e employment. T h e i r case a l s o drew on the f a c t o r s 
d e s c r i b e d i n the p r e c e d i n g paragraph concerning the c o n d i t i o n s which 
a t t a c h to such t r a v e l . I n the event tne p r o p o s a l was dropped but 
ther e i s no doubt t h a t any attempt to r e v i v e i t would meet w i t h the 
same reaction and, at a time when we s h a l l need the g o o d w i l l of a l l 
employees as we move towards a s a l e of shares i n B A, t h i s c o u l d w e l l 
p r e j u d i c e our wider p o l i c y o b j e c t i v e s f o r the a i r l i n e . 

I n a d d i t i o n , a new f a c t o r has a r i s e n s i n c e 1976. B  A'S o v e r a l l 
i n d u s t r i a l r e l a t i o n s r e c o r d i n rec e n t y e a r s has been poor and d u r i n g 
197c3 the number of u n o f f i c i a l stoppages reached an i n t o l e r a b l e l e v e l . 
The t r a d e unions having f a i l e d to produce any c o n s t r u c t i v e remedies 
of t h e i r own, B  A'S management decided u n i l a t e r a l l y i n February t h i s 
y e a r t h a t any employee i n v o l v e d i n u n o f f i c i a l i n d u s t r i a l a c t i o n 
would a u t o m a t i c a l l y l o s e h i s p r i v e l e g e of con c e s s i o n a r y t r a v e l f o r 
12 months. After an i n i t i a l storm o f p r o t e s t from the t r a d e unions 
the r e i s no doubt t h a t the management's a c t i o n has been s u c c e s s f u l . 
U n o f f i c i a l stoppages have v i r t u a l l y ceased s i n c e t h e i r announcement of 
the p o l i c y . 
I n a l l the cir c u m s t a n c e s , my S e c r e t a r y of S t a t e c o n s i d e r s i t would be 

most unwise to take any a c t i o n at t h i s time to reduce t h i s b e n e f i t 

of c o n c e s s i o n a r y a i r t r a v e l . 




I

From the Secretary ofState 

 am copying t h i s l e t t e r to Andrew Duguid ( I n d u s t r y ) , Genie 

Flanagan ( T r a n s p o r t ) , B i l  l Burroughs (Energy), David Edmonds 

(Environment), R i c h a r d Broadbent ( T r e a s u r y ) , J i m Buckley 

(Lord P r e s i d e n t ' s O f f i c e ) and M a r t i n V i l e (Cabinet O f f i c e ) . 


H W BARTLETT 

P r i v a t e S e c r e t a r y 



