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10 September 1979 

C A B I N E T 

N A T I O N A L I S E D INDUSTRIES I N V E S T M E N T A N D 
F I N A N C I N G R E V I E W : 1981-82 T O 1983-84 

Memorandum by the Chance l lor of the Exchequer 

1, When we d i scussed the national ised industr ies investment and 
financing review (C(79) 28) i n Ju ly (CC(79) 10th Conclusions, Minute 4 and 
CC(79) H t h Conclusions) , we took decis ions on the figures for 1980-81 but 
left over the figures for later y ea r s . T h i s note r e ca l l s the later year f igures, 
including the options put forward i n the investment rev iew (subject to some 
amendments to take account of subsequent developments pa r t i cu la r ly i n 
relation to steel and shipbuilders) , and seeks decis ions on them i n the light 
of our overal l public expenditure objectives. 

2. Tables 1 and 2 attached $how, respect ive ly , the i ndus t r i e s ' bids for 
their borrowing and the options we are putting forward for reducing the bids. 
The agreed figures for 1980-81 are shown as well as the figures for dec is ion 
on the later yea rs . Tab le 3 shows the inc reases compared with Cmnd 7439 
and the figures result ing f r om the exerc ise ofthe ful l options set out i n 
Table 2. 

Table 3 

1980-81 1981-82 1982-83 1983-84 

Cmnd 7439 750 700 700 700 

plus: Additional b ids : 

borrowing 230 200 300 350 
(adjusted for changes 
i n shortfall) 

N C B grants 130 150 150 100 

Total bid 1110 1050 1150 1150 

less: Options 740 1100 1400 1700 

Revised total 380 - 50 -250 -550 
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The resulting l e v e l s o f national ised industry borrowing can be compared 
with the figures i n ea r l i e r years as follows : 

1977-78 (outturn) 1978-79 (estimated outturn) 1979-80 (estimate) 

771 1132 737* 

*Figure i n Tab le 1. The indust r ies 1 latest forecasts exceed this total, 
mainly on account of the Post Off ice 's tai l ing backlog. The impl icat ions 
for cash l imi t s are being examined. 

3. A s Tab le 3 shows, the options proposed should resu l t i n la rge 
reductions i n the l eve l of national ised industry borrowing, to the extent of 
moving f rom a substantial borrowing figure to a substantial net repayments 
figure by the end of the per iod . In view of the nature of the f igures (which 
represent the difference between the very la rge flows of the indust r ies ' 
revenue and expenditure) i t i s not meaningful to make a d i rect compar i son 
with the reductions proposed for other spending p rog rammes ; but i t i s c lear 
that the options, i f achieved i n ful l , wi l l result i n an important contr ibut ion 
by the nationalised industr ies to our publ ic expenditure objectives. 

4. I recognise that the nationalised indust r ies ' f igures are subject to 
particular uncertainties , and that some industr ies may want to adjust their 
bids in the light of more pes s imi s t i c economic forecasts than those p r e 
vailing when the present bids were prepared , But the overa l l public 
expenditure posit ion makes i t imperat ive that we should p ress the industr ies 
for the max imum possib le contribution, and to keep to the financing figures i n 
Table 1 adjusted to take account of decis ions on options. 

5. A s to the detailed f igures, those for coal wi l l need to be settled i n the 
light of the proposals the Secretary of State for Energy i s to make i n the 
context of the follow-up to the recent review of the coal industry ; meanwhile 
Table 2 incorporates the option reductions prev ious ly envisaged for 1981-82 
and subsequent yea r s . The options f igures for shipbuilding incorporate 
Ministers1 Ju ly dec is ions . T h e options f igures shown for steel are consistent 
with a cash l im i t of £450 m i l l i o n at current p r i c e s for 1980-81, as proposed 
by the Secretary of State for Industry, and a l im i t of about half as much i n 
1981-82. F o r the last two years of the pe r iod the figures assume that the 
industry wil l be able to meet i ts financing requirements f r om interna l 
resources, as the Secretary of State has proposed to the Corporat ion . 

"* Because the options r eco rded here for steel and shipbuilding are 
larger than the notional figures inc luded i n the ear l i e r presentation of the 
results of the F inanc ing and Investment Review (C(79) 28), the total of the 
options now i s greater than before. In o rde r to make some allowance for the 
deterioration in national ised indust r ies 1 prospect ive f inancial posit ion since 
t f le base-line figures were prepared , I have scaled down the allowance for 
shortfall in the later years , so that the net f igures i n Tab le 3 (ie, base - l ine 
figures less options) are the same as we had i n Ju ly . T h i s would enable us 
o contemplate some ve ry l imi ted upward adjustments later to the external 
nancing for individual industr ies without these inval idating the overa l l 

public expenditure posit ion as shown i n C(79) 35. 
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CONCLUSION 

7. Given the need for substantial reductions i n the publ ic expenditure 
plans we have inher ited, as explained i n C(79) 35, i t i s essentia l that the 
nationalised industr ies be p r e s s ed to make the m a x i m u m possib le c o n t r i 
bution. Subject, therefore, to the par t i cu la r points set out i n 
paragraph 5 above, I r ecommend m y colleagues to endorse a l l the options 
set out i n Tab le 2 of this paper . T o the extent that the industr ies f ind that 
their prospects for generating interna l funds are l e s s good than they 
expected when the financing f igures i n this paper were prepared , we 
should te l l them that the presumption must be that they wi l l find ways 
through adjustments to p r i c e s , costs and investment p rog r ammes of 
staying within the external financing l i m i t s we are now contemplating. 

G H 

Treasury Chambers 

10 September 1979 
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TABLE 1 

NATIONALISED INDUSTRIES: TOTAL NET BORROWING AND LEASING 

£ m i l l i o n at 1 9 7 8 - 7 9 p r i c e s 

1979-80 1 9 8 0 - 8 1 1 9 8 1 - 8 2 1 9 8 2 - 8 3 1 9 8 3 - 8 4 

at ional C o a l B o a r d 4 1 4 40.9 400 416 ' 427 

l e c t r i c i t y C o u n c i l and Bo; s - 69 - . 8 - - 11 ' 9 3 218 

orth of S c o t l a n d H y d r o 
j j e c t r i c Boa rd 36 20 5 - 2 
outh of S c o t l a n d 
E l e c t r i c i t y B o a r d 51 57 91 161 153 

Br i t i sh Gas C o r p o r a t i o n - 4 0 9 - - 1 4 2 - 78 - 1 6 4 - 1 6 0 

Br i t i sh R a t i o n a l O i  l 
* r p o r a t i o n 103 175 28 - 1 4 - 37 
r i t i s h S t e e l C o r p o r a t i o n 692 457 427 398 398 

[Post Of f i ce - 1 0 1 . 35 - 46 - 99 - 2 0 5 

[British A i rways B o a r d 1 5 8 ' 195 130 147 -.149 

Br i t i sh A i r p o r t s A u t h o r i t y - 1 31 15 11 - 5 
Br i t i sh R a i l w a y s B o a r d 46 49 45 16 9 
Br i t i sh T r a n s p o r t D o c k s B o a r d - 6 - 7 - 9 - 10 - 11 

B r i t i s h Waterways B o a r d 4 2 2 23 
National F r e i g h t C o r p o r a t i o n 16 16 1 4 13 . 13 
National Bus Company 22 11 9 1 4 19 
H) t t i sh T r a n s p o r t Group 1 - 3 - .3 - - 3 - 2 
Br i t i sh Aerospace 49 75 86 72 67 
B l t i s h S h i p b u i l d e r s 182 106 102 100 125 

1187 1480 . 1230 1153 . 1135 

S h o r t f a l l - 4 5 0 -500 -350 - 1 5 0 - 1 0 0 

TOTAL 737 980 880 1003 1035 

Range on Cmnd 7439 - 3 3 2 +162 +306 4-337 H-232 



IE 2 OPTIONS FOE REDUCTIONS 

;

1980/81

 £a. a t 1979 S u r v e y p r i c e s 

 1981/82 1982/83 1 9 8 3 / 8 4 

Coal  i n v e s t m e n t 
i n c l u d i n g p i  t c l o s u r e s 25 95 140 195 

BNOC  r e d u c e d 
inves tment 75 100 100 125 

Gas move t o
p r i c i n g ( a s
assumed f o r

 e c o n o m i c 
 a l r e a d y 
 e l e c t r i c i t y ) 260 

380 480 670 
E l e c t r i c i t y ( E n g l a n d
Wales) and Gase 
u n s p e c i f i e d c u r r e n t 
and c a p i t a l savings

 & 

 50 
75 100 100 

S c o t t i s h E l e c t r i c i t  y 
Boards  i n c r e a s e p r i c e s 
to economic l e v e l s p l u s 

. cu r r en t and c a p i t a l s a v i n g s 5 15 20 30 
Transpor t i n d u s t r i e s 

f u r t h e r m i s c e l l a n e o u s 
s a v i n g s : B r i t i s  h R a i l 15 15 15 15 

O t h e r s 5 5 5 5 

Airways  i n v e s t m e n t 
r e d u c t i o n s 40 

40 
A i r p o r t s  r a i s e 

l a n d i n g c h a r g e s
economic l e v e l s

 t o 
 16 

15 
15 15 

Post O f f i c e  c a p i t a l
cur ren t s a v i n g s

 and 
 50 

B r i t i s h S h i p b u i l d e r s :
sav ings f r om r e v i e w

 . 
 37* 86* 94* 98* 

B r i t i s h S t e e l :
from r e v i e w

 s a v i n g s 
 121 1 257 398 398 

B r i t i s h A e r o s p a c e 
c a n c e l l a t i o n o f BAe 146 40 40 40 40 

TOTAL 739 1123 1407 1691 


The op t i ons f o r BS may n e e d t o he r e v i s e d when new f i g u r e s f o r 

f e r v e n t i o n F u n d g r a n t s (programme 4 ) a r e a g r e e d i  n t h e l i g h t 
o f d e c  i s i o n s reached- i  n t h e S h i p b u i l d i n g R e v i e w . 


