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1 December

Review ol British Rail FMinances

I uwnderstand that the secretary ol State for Trunsport wishes to

wmounce the name of the Chuirman wnd the terms of reference for the ] No M

proposed review tomorrow, Thursday 17 December. You will racall that

in my letter dated 26 ‘.i!u\-'unr.-ln::' to the Secrvetarvy ol State for Transport I
cxpressed the view that, as at present conceived, the review is

Likely Lo expose the conflict between the need Lo contain the financial
commitment and the desire Lo maintuin Lhe existing system, 1 suguested
Lhat belore the review was formul ly wnnounced it would be iwportant to
decide how the lilkely outcome that would point up the dilemma would he

hand Led,

I my letter 1 suggested that the review would Fall in two

that it might bhe wise to Keep them separate, These were -

First, to establish the reusons lor ful Ling revenue and rising
costs, to identily associnted mwinagement prohlems and propose

solutions;

sceeond, Lo establish a quantilied antitlysis ol Lhe amounts of money

needed to sustain various levels ol networlk and services,

L still believe that in practice n Chairmun of the reviewwill have
great difficulty in coming to real Ly construetive conclusions on all

these matters it he has to try to curry the various interested purties

fhe Rt Hon Sir Geoftrey Howe (OC MP
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with him in a published report. There is a risk that a mucl publicised
review will be set up and then achieve very little or even do harm

through making the situation more difficult to resolve,

L thinl that to achieve a sulislfuctory outcome on the first part
ol the review will require extensive use of consul tunts. "There would he
i number of alternative ways ol cotmldssioning thew, roanging from this
being done by the Depurtment ol Fransport or by the, appointment as now

proposed of an outside Chairmuan of a review.

On the second part of the review unless there is now confidence
ubout how the dilemma betwveen L‘.‘\'[H,‘J:l’lj ture and size of .l'Elj.]h‘ill\" will he

resolved, I still believe it may he prudent fox these strategic aspects
| } = f

Lo be exumined on a confidential busis, perhaps in a similar way to that used

by the CPRS last summer in their counsideration of the "commereciagl" railway.

I am sending a copy of this letter to Sir llobert Arms Lrong,
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RAILWAY REVIEW

You had to tell us that the Chancellor did not like my Secretary of
gtate's first thought for a Chairman of our forthcoming railway |
review. That has all been put away, amicably. Ve have put on our
thlnklng caps again, and my Secretary of State has hit upon a
solution which he finds very attractive, and with which he under—
stands that both the Prime Minister and Sir Peter Parker would ‘be
content. This is that the Chairman should be Lord Marshall. I
need hardly mention his very extensive experience of public affairs

or the fact that his particular concern with transport has been
with the coach industry, not with the railway.

I hope that this suggestion will be equally welcome to the Chancelléq.

pa should'be most grateful to know that all is well now for us to
proceed. Ve have & timing difficulty. It is that, unless things go
badly wrong on the industrial re“atlons front with one of the
Railway Unions, my Secretary of State has a long- standlng engagement
on Thursday to meet the Board and the Railway Unions together in

the Railway Council, and it would obviously be very useful to him

to know that his way is clear to set up his review. But I am sure

that he would want to have had a word with Lord Marshall before
then. \




We shall need Terms of Reference and there is a draft in existence.
But it would be sensible in any event to discuss them with the

review's.Chairman before we finally settle. The Treasury will be
in on this, of course.

I am sending a copy of this letter to Robert Armstrong.

PETER BALDWIN
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