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(BRB) submitted their

: The BI‘itiSh

"rpol"ate plan 1980 to ary of State for Transport
e yovember 1980. For it proposes a major

in ]

creasing Government

thin this it provides for
At n programme. The increase

in investment would be financed by major improvements in
1abour productivity with a reduction of 38,000 posts, by
sorecast traffic gains and by rising fares, particularly

for conmuters. The Department has obtained further material
from the Board on projections of costs, and on the options
available for the different sectors of the business. The
Plan contains no outturn information.
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PREVIOUS PERFORMANCE

2. From 1975 to 1979, the Board consistently managed to

achieve the overall financial targets set for them, despite

Persistent over-forecasting of carryings. 1980 has

Presented difficulties due in large part to the effect of the

i::e;?ion on revenue. The ceiling on the PSO Grant has for

otherxt?t time operated to cut off payments, which would

Wag raize hé"e ?een marginally more. Their EFL for 1980/81

0 kee = In mid-year from £750m to £790m. BRB now expect
P Within the new EFL, having eliminated a further

Ore,
oo 3t OVershoot of £30m by additional  short-term
ONomj e g and cut-yp,

acks in investment.




CONFIDENTTAL

3. Passenger revenue increased by 17% in pea) termy
between 1975 and 1980 and the total of grantg fron Centpq
and local government to the passenger business have increas :
in real terms by 6%. Investment has not risen, Yet 1, &
Board have faced increased financial difficultieg from 5

rising volume of costs. So they have felt themselyeg

Undep
increasing financial pressure, and have steadily oyt back
year by year in track renewal over the whole of the 1agt

decade. Manpower productivity measured as DPassenger ang
tonne-kilometres per staff member has increased by 1%

over the last ten years, and railway staff have been reduceq
by 34,000. Employment costs per head relative to those in #,
economy as a whole were about 1% higher in 1980 than in
1970 but they have fluctuated substantially. Since 1975,
earnings of the workforce have declined in real terms by

8 % relative to the national average.

4. Over the last twelve months BRB have sought to quicken
the pace, and fol1oy up to the 1980 pay settlement. They
are to close the loss-making "collected and delivered"
parcels service on 30 June 1981. They have accelerated
the closing of Darshalling yards - 11 main yards were closed
18 1980 - ang SCTepPing to reduce the size of the rolling

stock fleet by more than 13% during the year.

CURRENT POLICIES

5%

The Government made re
increase in

December 1gag +
Grant, ip Septe

ductions in July 1979 and an
© the provision for Exchequer
1sed the external finencing
7 December 1980 for 1961/82.

mber 1980 ra

80/81 and i
But the Provisiong in Cmng
those in.herited £
Provision for iny, o

es A
it Py tment, have not been separately const

» Pending receipt o the Corporate Plan:

2.

ime forecasts made in 1978
1ts which have not been
by the recession.

prepared a Plan for
raints. But the constraint

external finance above
/81. They have thus not

t and borrowing envisaged
. They have assumed no
ave, however, assumed that
for the net revenue

£ the early years of an

T ontrol figures assumed in
the Plan have in part been overtaken by the decisions to
;:“.crease the EFL for 1981/82, to increase the grant

ceiling for 1981, and to provide additionally for

investment to serve Gatwick Airport in 1982/83 and .
1983/84. The Plan forecasts an external financing need in
1985/86 of £536m compared with an EFL in 1981/82 of £70lm
in 1980 survey prices. (In estimated 1981/82 out-turn
Prices these figures are £706m and £920m respectively-)




RAILWAY AND BOARD FINANCES

CONF NTTAL
7. The forecast of improved financial position TeQUipg, 1c GAINS imist
" A FFI ' s optimistic and in the
ial adjustment for realism. The forecast , TRAS affic > o
substantial adj in tp, Ry . e tr?er" 0 Ltten down by as much as
R e £ ‘expedr==" Rl L
THE COMPONENTS OF IMPROVEMENT FORECAST IN THE 14ght °* uld be only rather more

CORPORATE Py

cplm, . rere reduced in line with
- 1985 COMPARED WITH 1980 i o .
than he e Department es *te this net effect at £53m,
£m 1980 Swrvey Priceg carryings et

Components of Improvement (Rail Business)

Traffic Gains 124 t ty improvements and wage
Lower Manpower Cost 119 > nd are discussed separately
Fares increases bl ;A:OLF,_OL this section the Plan's forecasts are
Total Improvement 204 unchanged
Applied to 10. Departmental studies have shown unplanned rises,
Cost increases - fuel ard other 19 some unexplained, in the volume of rail costs over the last
Increased investment and track renewal 161 four years. The Plan assumes that management action will be
of which taken to contain increases in costs. Under persistent
Electrification pressure from the Department the Board are now instituting
infrastructure 53 new arrangements to monitor and control unit costs.
Track renewal 27 Relevant cost data and indicators will be derived for those
Signalling 32 areas that have been identified as giving special concern
2 : s d
and targets will be introduced in the Board's budgets an
Additional expenditure (not included in plans g
Plan(1)) 18 i
Increased Expenditure 198 IVESTMENT
Cha’;gguértliggrﬁng Capital and 1. 38 certainly need to do more work on track renewal
asset sales 2 Particularly on the fringes of the network; this is )
s Sl 3 i ition
Net improvement in rail business 63 Mbstantiated in the Board's papers on the physical conditi
e rallvay. Their estimate of the requirement for &
N“sxiggﬁl'ement. in rail relateq o T2lling expenditure is based on & couprehensive assesSX:en :
aries 2 lke Department accepts the btasis for that, but thinks th;i
Net improvement ardsmuld v Possible to save up to £8a a year on signal 1n8
d oty i S
S“bsidiaries(é? Holding Company des."n-er track equipment. More investment in f:ermj.nal:'!’uL
irah . 3 ) o S
Corporate net improy 117 {top J;’ but the Board may have overbid slightly ;;an T,
NOTES: (1) Discussion yg 4y = i 7 traction and rolling stock bids for the ,
(2) Supcie 2ssessment 5,708 has revealed Lo
Sldiar “penditure in the Pla
ies for Pri\’atisatiOn 5.
' .. .. CONFIDENQT,;
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on the Plan's traffic assumptions, "j:pear generoyg by
comparison with those suggestedA;r: ‘«!‘-ﬁ% Boarril's own 1:)usinESS
str;tegy studies and the Electrlflc%.tlon Review which the
Department has endorsed. On the basis of these Studies’
taking account of the Department's lower forecasts of
carryings, the Board's proposals for rail investment in 195
might be adjusted as follows. Some initial adjustment has
been made to bring the specific proposals for 1985, which
are affected by irregular items, into line with the
investment trends for the middle years of the decade as
indicated in the Plan.

£€m 1980 Survey Prices

Corporate
Plan Department!s
Proposals View
Additional track renewa1(l) [+277 L¥27]
Signalling and other track
equipment 124 116
Inter-City stock 41 31
Freight locomotives and wagons 59 i
Multiple unit stock 63 53
Terminals ang miscellaneous 40 3
Electrification works 55 L‘9(2)
Increase over 1980 level in Plan 161 12
Note:

(1) Track renewal does not count against the
Investment Ceiling,

(2) e Department

S figure is based on Option IIT
fast in the El

ectrification Review.

- cERVICES
Al SE

, 1In the DZ train services better to
cnieved Y = nd will be gained only if
hi A8
genands mainly : e to do so. They could
re under S
BRB are
glbm
total &

will produce less on the
13.
lower
fares increases a
services and are

ed by the Department. The
the London and South East

‘urther net benefits could be
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then be rearrs
table in 1 above can o
l'r‘h:'s co?:.:ounws OF IMPROVEMENT FORECAST IN T go, o

d g
THE COMPONENTS OF Uit —==- o= RPOR/\TS Ju:‘.'::
1085 COMPARED WITH 1980 - DTp ASSESSMENT L8y,

£m 19g9 Suh’ey

Components of Improvement (Rail Business)

"

Traffic Gains e = N
Associated Reduction in
Costs 53 okt
Net effect 5%
Lower Manpower Cost 119
Farea Increases 4y
Service changes (higher load
factors) [
Total improvement 260 ]
Applied to :
Cost increases - fuel and other 19
Increased investment and track
. Tenswal 112
of which
Electrification
structure 49
Track renewal o7
Signalling 24
Additional expenditure (not includeqd
in Plan) 18

Increased Expenditure

g
Change {n i
e in Working Capji+ 1%
reduction in aaaetpsaJa.esand 2 1
:e: 1.i.l;l:g,u-ovemztant in raja business e j
& ToV
eubuigl “’e.::nt in rail relateq 24 !
Net o) '
sub:?g.i a;g:::nt in Holding Company 17 !
Adjustnent for ¢
he effect .
on the 198 ect of fally 7
L pay assumption in thenlgléx?r(lf ;:ion 24D J

Corporate net improvement 76

1) Becai 3
Plan prg ,:':]e_ nflation 44
S derstatasg

70 in egel
is achieyey o ;geyear, asa
p, =

ng that

=
g Lk
Ced for ¢

— CONFIDENTIAL

SIS scussion retains the Plan assumptions on

e
15 T‘fwit'/ an J J
producti’™ int costs of the passenger business (ie expenditure
16. The :}Oé signalling and administration minus the share
on track en eight and parcels) are forecast to rise from
anarged *° - as a result of rising unit
£666 in 19’3: need to increase expenditure to compensate
sosts and the ;‘rn;rleCf' The £70m increase is mainly |
for 2 decade o;' ‘;J:;olume increase in work on track and
accounted fOl; :i_; Staff cost increases of £36m are largely
Signalling o;l;:;‘;d £29m reduction in administration costs.
offset b): 2D Ah(;l,:,m) is accounted for by changes in level
(Tne ?if;ere:iean; depreciation, and by disengagement costs).
crossi98 B7S H111 difioult o allodhieiu RN
illzziei; ;osts—tﬂ individual business sectors with confidence,

VALY
i 4 wage costs.

s
¢
o fr
> to £736 in 1985

the following analysis by businesses is presented in terms

of "contribution" to Jjoint costs, ie the balance between

revenue and specific costs of train operating and terminals.

NON-COMMERCIAL RAILWAY .

17. The non-commercial railway covers all passenger services

except Inter-City. It includes the London commuter services,

local stopping and rural services, and services in provin((:;m A
> i s).

conurbations supported by Passenger Transport Executives

18. e Corporate Plan predicts the following results for

the London and South Fast business sector - _
3 stmsona oo, gl (£m 1980 survey prices)

1980 1981 1985
L 337 347 321
Specific costs 251 252 2 Z(l)
Contributson 86 95 1n
Note.
Le: (1) qye Board say that the figure of £132meigfthe
Orporate Plan is £18m too high becaus:
i Underestimation of specific costs.
o FRg negative
5 es make a neg
SOntri byt outh Fast peripheral servic

ion of about £6 - 7m throughout the period. -
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London and South East commuter serviceg con
e Lo . S :
= :hmcast to increase by £27m by 1985, whicp the
thus fo

Qﬂpi_ g
be sufficient to offset the increase in Joint exp Eatiy,,
will be

€hse

Sy

ight be attributed to them. On the Plan asSUMptiong, thepep !
mig: ~ef

t requirement will remain stable, The figures o ore
gran

OWeye

that direct costs are expected to rise, mainly gg 4 resuly o
xpenditure on rolling stock refurbishment ang staff costg,
e

(although the latter should be offset by planneg impro"ﬁmems -

productivity). The contribution increase is therefore de
an expected revenue gain of £yim, mainly as a result of D

price increases of 23% per annum,

Dendey;

langeg ,

20. The Department believes that the Board's Tevenue estinay, "
1985 could be optimistic by as much as £18m, On the other hang,
there might be more to be gained from productivi ty than the Plan
forecasts and it should be possible, as the MMC suggested, to g,
costs by increasing load factors through service reductions, myj
should be worth £o9m a year by 1985,

By these means the real fare
increases to Pay for the increfised Work on track and signalling
might be restrained, The option considered is to limit these

1 if traffic fails to reach the Board's

f the traffic holgs up. The costs would

accumulate to sope £18m p.a, by 1985,
21. A further choice arises ip the later years, concerning the
EMU build aftep Present authorisations run out in 1983, The Bot
Plan to continue tne rolling programme of 220 EMUs a year, bu®
TRQuctlon i 1on); to 95 a year woulg help to accommodate expendi™

oD replacing the worn-oyt DMUs eurrently in use on the Board's
Other Provincja)y Services,

22. This reduction to g5 4 78T reduces the Lsg cash requir®”
by e2on 4, 1984 ang 1985, but

'average age of EMyus opex-ating
23 years by 1990), It woulg p
x'emaining in Service longep th
8ome tjipe 8go was the

he
it means accepting an increase ' :0
OB L & SE services (from 20 yemet
ot however involve any of the ﬂ:ded
a0 L0 years, which the Board d'-acleﬁ
most Cost-effective 1ife for these Vveh

2 1ts for
?‘ The Plan Predicts the following financial x--esul‘c(slary
i Services Supported by PTEs (including cross-boun
sel‘vic“): Thes)
(ca 1560 survy Price
1 1085
1080 108l
v, . . 59
hi"&c g1
t -
c(}m COStS 85 8‘*

397 rg i
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f supporting these g :
But the cost to the PTEs of s pf 1 5t ; &TVices, Vi oy
has already risen rapidly over the last five Years, i h
zvected to rise by 20% by 1985 - from £56m to g67, _ bk
Zf. the increased interest and depreciation burden arig

ing

from the introduction of the new rolling stock urgentyy

needed for these services.
of these services will increase even more steepl
to £73m,

The financing requirement

Y = frog 55,

24, The Department believes that it may be Dossible for PTRs
to limit somewhat the increase in their support myments by
using cheaper replacement rolling stock, by service changes
involving higher load factors and some fares increases;

but have not written down the financial requirements because
decisions on these matters are for the PTEs themselves.

The PTEs will thus be under continuing pressure to review
service levels and fares bu't’ it may be necessary to ease the
financial pressures somewhat if they are not to cancel their
contracts with BRB and hand back these services to the
Government en bloc, The right method would be to meet some

of the renewal costs as part of the Special Replacement
Allowance within the PSO Grant,

25. But of course all this ma:
Metropolitan Councils elected
Policies for fare reductions,

y be harder to handle if the
in May embark on costly

26, The Plan predicts the following financial regults for
the Other pro

Vvincial Services - 3

(£m 1980 Survey Prices)

1980 19e1 1989
Revenue
Al 55
Direct Costg ZS 52 s
°°ntribution 8

83y /327 287

12.

< Pey

27.

inc
dep
for
the
acc

othi

28,
res
bei
sub.

CONFIDENTIAL

he existing rolling stock
and a DMU replacement
. There is an especially
branch lines vhere little
ars. More expensive still,

e expenditure on the

used by these services.

Little financlia

reases OT reduction

nt can be gained from fares
ervices, and further de-manning
ven when allowance has been made

ends on investment.

target 10% reduction in train operating costs over
a target 10% re : :
decade, the cash demand of this sector (taklng into
e , c : :
ount expenditure on track and signalling not used by

111 increase by £27m by 1985.

er passenger services) w

If no more finance is provided for these services, the
ult may be 2 - 3 closures a year with half or more
ng lost by 1950 - without providing for any costs of

i i which
stitute buses. It is not possible to predict exactly

services these would be - a closure might bemrecipated by the

fai.

1i i - but BRB
lure of a major structure like Barmouth Viaduct

Meht seek to maximise the savings by seeking to close those
lnes with the largest amount of track not also used by

oth,

2,

€r passenger services.

3 tire
Assuming that the sector is to be maintained in its entirety,

“T 15 o one rea1 prospect for containing its long-term
G Tequirement, BRB have now produced proposals for a

Bre cogte
Vehicleg
autgmation

8lve 2 rate
ma“DD\-}gP) y

effective form of renewal - with lightweight

' Tadio controlled signalling and accelerated

of level crossings (the last of which generellin
of return of 25 - 33%% because of the saving
These proposals are certainly worth developing.

13.

3
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Although to implement them would ’itmrease t‘:g financin
demand of these services in 1985 by about £5m ovep what, 4,
pight otherwise have been, it should by.the end of tpe
decade secure that the subsidy is contained some £13g 4
what it would otherwise be, i.e. the annual cash requip
would be some £13m higher than at present.

eloy

eent

COMMERCIAL RAIL BUSINESSES

30. Achievement of the Plan depends essentially on better
perfam ance in the commercial businesses. The net improve.

ment forecast in operating results, from 1980 to 1985, is.

£n

Inter City 7Ak

Freight and Parcels 151

Freightliner 5
Other ancilliaries and

rail subsidiaries 2

The major components of improvement are:

Traffic gains -
Inter-City and Freight 136

Cost reduction -
Freight and Parcels

FREIGHT AND PARCELS

31. The Department would

wr, i ain for
toatil ite dovn the traffic g

C & D parcels, eliminating weg®"
marshalling yards, and securing the
On these g1 and on new train operating agreeme“t;'

8ures, the freight s ges ol
by 1986 op earlier €1t and parcels busines

t basis of charging, &%

Teclation, but

ot b
the return would ? 1

Inter-City's contribution
to £225min 1985, When these

ne basis as the interim
(which is to make a
vey prices, in 1982,
t cost depreciation and
he Corporate Plan projects

~ontribution

after making

ct

the net loss on train catering
the following:

£m 1980 Survey Prices)
1980 1981 1982 1083 1984 1985
422 L46 477 4S7 512 529

D - = zL S

expenses 329 v BT wus4s 3L8 361 372
=z

3

2
Contribution 9 108 134 149 151 357

ntribution as
of passenger
it

Co:
%
indirect costs

14 17 19 21 21 21!

(n the Plan figures, therefore, Inter-City will fail to
dchieve its interim financial target by £7m. There is no
fornal objective for Inter-City beyond 1982, but it has
Seen agreed with the Board that for the purposes of
Plamning the business a contribution objective of 25%

°f Joint costs should be assumed. (This is taken as
“llvalent to 30%, when account is taken of the bet.xefit
% the parcels business of the currently free carriage of
T?dSta’ parcels on Inter-City trains). On the Plan
e this objective would not be achieved until 1988.
~n ot realistic traffic forecasts, it would not be

y leved Within the decade. Electrification would improve

;2 znter*city results starting towards the end of the
ade,

15.

o
=
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33, The Board's revenue forecasts 'ni.ght o SVER-an
;;' as much as £67m in 1985. If that is the cage, th
reckon that they should be able to escape working ey,
of about £9m. But the Department thinks that g more n
optimisation of service levels should r?duce
by about £22n. The Department also believes

financial position could be further improved by ag much

imisty
€ Boarg
€nseg

iEOPC;3
working eXDen

that Inter.

as

£31m a year by management action to increase loag factorg
by running fewer trains. After adjusting for depreciaticm

on the smaller fleet, that leaves Inter-City making a
contribution, on the less optimistic traffic forecasts,
£156m (21%) in 1985, the same result as forecast in th,
but by different means.

e

34. This is a matter of great concern for a sector whic

competes directly with other modes, demands continuing m

investment, and, by failing to earn a return, is squeezing

necessary expenditure on the non-commercial railway. Th

Department is urgently discussing with the BRB the measu
that are needed,

be the answer, but

high elasticities, price rises alone will not resolve th

financial problem, e answer does not appear to lie in
slower, more basic railway,

financial results have been o
up to 100/125 mph,
at a2 slower more "basic™

that woulq be lost ang thi
cost structure ithere ig p
financia) Tesults would
BRB now Tecognise that p
demand, ie less frequent
of the solution, and are

train miles by 10% in the
step in the g

© Treason to think that better

Planning to reduce Inter-City

and whoge futup

It was thought that further real pricing
recent studies have shown that because of

of
Plan,

h
ajor
e

res

e
a

Studies have shown that better
btained by increasing speeds
These studies have not looked specificelll
railway, but,because of the traffic
e relative invariance of the Board's

ecti®
e obtained from moving in that d;:ctiff
ulling back capacity closer to ef

trains, must be an important pert

This is a wad’

be
City services which cannot T
© will have to be consider¢ %

CONFIDENTIAL
railway.

EL) had a turnover of £434m in 1980
ture of rolling stock. These
igures for railway operations
the Plan's forecast

to be generous and
will be reduced.
ity that manufacture
Steps in this direction
r value for money and would

The

o
the actual bu

goard are con

1 tender.
gight be put to

olg*t T2

could lower COSTS
reduce BREL's ac

of railway procuremen

might also lower the cost
pressure on BREL management.
Although this is

turnover is such that even

i Y,
There is scope for grea ciency.
as yet unquantified, BREL's i
all percentage improvement would offer substantia
a small percentage img : . )
i The Board are now moving to establish clearer financial
savings. Th rd a 10V

objectives for these major monopoly engineering operations.
PRIVATISATION SUBSIDIARIES

i oowers
3. Legislation is before Parliament to provide the e i
r subsidiaries that have been identifie
n-
for privatisation (Sealink, Hovercraft, Hotels, and no
1di
‘Perational property) and BRB have now set up a holding

needed for the fou

mpany vhich will take over the assets of these operations
e arrange for privatisation. The Corporate Plan ignore:
¢ privatisation policy; the underlying business plans show
L POfit forecast for the four taken together rising from
£n ip 1980 to £52m in 1985, the main contribution comil:lg
fron o Projected improvement in the performance of Se.almk
UK Ltg, Over the same period capitel investment in the
busi““ses remains steady at £25m - £35m per annum, helf

of o, Ly . There
°% 1s attributable to Sealink ship investament
d pe a so

Shoy of
ul und under-pinning in rents and sales

17.
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n s t ofit nor the invesr
oroperty; but neither the pr ¢ Vestment

14
Sealink, Seaspeed and hotel ne g,

pelief. S are ¢y
command b Trent),

performing badly and there must be significant risks ok
most of the projected improvement of £49m in Profits t
deriving mainly from improvements in the economy 1333
be achieved. In those circumstances, the call opn inve
could be correspondingly reduced.

Not,

= Stoens
The combined £

inan:ing
statement of the four businesses shows a contribution Ovep
the five years of about £135m to BRB internally generateg

funds. This must also be at risk. The net cash flow effect
of privatisation within the period 1981/85 has Previously
been estimated at £100m at the most and,in view of the
deteriorating performance of the subsidiaries and the
general economic climate, the achievement of that amount
must be doubtful. The conclusion must be that these
businesses can produce,at most,less than £100m towards ra
‘equiremerts, mainly from 1983 onwards.

“XTERNAL FINANCE 1981/2 - 1985/6

37. On the assumptionsin the Preceding analysis, the
external finance figures appear as follows in 1980 survey
orices:-

1981/2 1982/3 1983/L 1984/5

“mnd, 8175 701 579 570

stimateqd Tequirement
= BRB Corporate Plan

amended) 701 629 “‘go7 ' 591
. DIp Assessment 701 695 628 603
In 1981/2 out-turn prices the figures are

'mnd, 8175

| 920 7
'stimateq Tequirement % “)

~ BRB Corporate Plan
amended ) 920 6
- DIy Assessnent 826 797 T

920 Blose o520 . 79200

16¢

r substantial additional
and sig ng, and for the rapid
The Department's figures

avings made by manpower
an period.

i : g449m net OVer
quctionss *

a reduction of 38,000 in
between 1980 and 4985 of
The Plan also projects an

L to cover an increased
t, on the Department's
(since

rease of about

gorkload largely ; .
nor changes may be

csessment, t :
ded to reduce the number of hours worked at overtime rates,

neede du iz ot

ve 25,000-30,000 to achieve

ts). This saving in jobs
o

actual reduction in numbers may

the same total reduction in labour s
is equivalent to £213m or about 40% of working expenses in 1985.
Some would flow from major investment - resignalling, level
crossing modernisation. Part of the savings would accrue from
business changes - closures of C & D parcels services, marshalling
jards, simplifying administration- mainly committed in the 1980
P8y settlement. Another major part depends on new productivity
freements -on train manning, train working rules . The Plan
isumes that, until 1983, all the changes will be those
Hentifieq 1p "Challenge of the 80s",the Board's statement of
ir produc:ivity objectives,and will be achieved with real
Pi:y increases moving broadly in line with movements in GDP.
z‘;:nix?uc“"ity initiatives in 1984 and 1985 ha"ei:‘;i:‘ ;; be
' ®d, BUt 1t is assumed that they will be pa

2888 AN neg) wages 2% or so above the rate of growth in

this wiyg also serve to make BR more competitive in theh
"arkets. Overall the increases in real wages reduce the

Saviy, there
B idf‘mm Manpower cuts in 4985 by £94m. In addition

tota 5, 2"V Payments of £17m in 1985. Redundancy paymeats
£
L e 1981 to 1985.

lay
“a00up

19.
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i o er the I
9 The railway record ov

decade ig of g

(oY)

Wage

average py

vement only 4% in total above
movement on

iy ST Ce (an ]
little improvement in preductivity. Change as SNVisageq
1% =L B atiomie

in the Plan implies a new momentum - now starteq op Parce),
1T bol r n mg 1s
and marshalling yards. On past b jecfony

uld peter out after job reduct 10-15,000, with
could ¢

1thout
et benefit to the paybill. The broad position thyg is
that the paybill improvement forecast in the Plan ig Some
£100m over five years. This will not be gained, ang the

figures above would be worsened by an equivalent amount, if

the present effort runs into the sand and no new pProductivity

agreement is achieved.
40. If the growth in GDP is less over the period than
assumed in the Plan, rail wages would presumably rise less
in total and the finances of the businesses in
assessment could thereby be improved.

the Department's

FINANCIAL PROJECTIONS AND OPTIONS

41. The following tables compare forecasts for external
finance, grant, ang investment from Cmnd. 8175, BRB's Corporait
Plan, and the DTp assessment reflecting the discussions
above, an productivity assumptions. In ]
€ differences that could be secured

but retaining the p1.
addition the tables show tn
by 1985/6 by three options:

a)

NO increasge in revenue s

upport to rural
services (

le two or three closures a year);

b iti n
s 2dditional speng %0 restrain faree increases &

London commuter Services;

c)

N0 main 1line electrif‘ication.

COMPARED WITH

o increase in Gts
' revenue deficit

i, No electrification

R SUPPORT
(nd 8175 (1)

lirporate Plan (2)
Iy

576
564

Estimate

wtions

L ops

“ L&SE

4 Mo electrification

48175 (1)

iu"porate Plan ( 2)
D SStinate

325
258

Oy

Long
OPg

{

Lasp
Cy

o
elec'“‘i-fica‘cion

o ey
(a » Udeg

Teg

w O
o
@

325
291

1982/3

£m 1980 Survey Prices

1983/4 1984/5 1985/6
579 570
629 607 591 538
695 628 603 579
- 38
+ 18
- 40
579 579
575 572 584 87
e 18
+ 18
- 2
25 325
;55 399 414 e
353 355 371 25
L% st

e, - e¢tal provision for Victoria-Gatwid;han the Corporate
"°F 1980/1 and 1981/2 ere more receat



CONE [AL

CONF1II I'TAL -
VAL FINANCE REGUIREMENT 1980 Survey Prices
EXTERNAL & 1980 §
Survey PT‘ices
o T80 1982/3 1983/k 1gat
SSrn EFL ; —% 1980 . L 108 1984/5 1985/6
8Q/1_1981/2 1982/3 1983/4 -
1980/1 1981/ L2 198475 :
N \\
(1) 679 701 579 570
Cmnd 8175 P b s i
(2) 62 € 64 64
Corporate Plan s L) h¢ : - % 4
- Borrowing 107 137 Gl = s 13 15 15
- PSO 572 %L 272 272 13 o
Total 679 701 629 607 576 60¢ 579 579
Overshoot (-) = = =50 =37
564 562 575 578
DIp Estimate 1 10 o 9
- Borrowing 66 -3 564 564 575 72 584 587
264 ==
- PSO 629 625 e A + 4 5T
Total 655 623
Overshoot (-) =176 -58
614 610 618 618
Options i s s 5
629 625u1 (NG IRNCTD
i. No increase in OPS —_ =
revenue deficit -50 46
ahilp, ieguggd fares increase for o o
1ii. M i 5 ) o !
1.No electrification LUN DRSS increase in OpS &
TeVenue deficit
TZ“‘:S%G fares increase for i
U,y _22
No electrification
Notes
elu Yeg ) enditure
}g} g{clu:e Special proyigs 2 ; : afii»nave been adjusted for underestimation of exp
c Pian, O/t 28d 15g1 /5", VA0toria-Catutok {aup ST, the

d Publication of the Plan.
» SUreg A
ST€ more recent than the 8n; é‘}c}ude estimated net effects of ele

ctrification as follows
2/3 £6m; 1983/4 goom; 1984/5 28m;

1965/6 £29m. >3




CONFIDENTTA

TMENT
l’ﬂ"’i———- 1980 s
S0 Survey Pric
Qg
t-
gﬁm EFL
198¢/1 _1981/2 1982 1983 /4
cand. 81752 325 325 325 570505
2
Corporate Plan (@)
- Railway 315 359 377
- Subsidiaries - ¥ - 40 ) 3
Total 258 2905 355 399 s
Overshoot (-) +67 +34 -30 -74
DTp Projections
- Railway 302 307 320
- Subsidiaries 3 L8 51
Total ,_52 3o =
Overshoot (-) -28 -0

Options

i. No increase in
OPS revenue deficit

ii. . Reduced fare iner
e ease for

iii. No electrification
Notes

(1)

5 i
Excludes Special Provision for

(2) Fi Victoria-Gatwick
igures for 1980/1 ang 1981/2 are more recent than the Cor?
Abbreviations
——=Wiations
i;‘; = Externa) Finance Limit
- Publj
% 1c Service Obligation Grant

= = Special Replacement Allowance

opss--O::ssenger Transport Executives
her Provincial Services

L&se . London

San+
5 and South East Services

rge from this review pointing to

mechanisms,

r need >rease the work on track Trenewal
fpere 18

twork, and to increase the volume

uch expenditure has been steadily

though Government support has not

t the increase necessary in the

reduced, 2

peel

e ply by the Goverrment increasing
of work cannot
yolume O+

ed. 4 new procedure is needed to

Sl
the amount of MONE,

amme is carried through and

cecure that an adqua

are not allowed to deteriorate because of other
1 ilways are not allowed €
that the ral Y .
i ay budg Th vpropriate sort of mechanism
the railway budget. The apr
pressures on the T y

would be to require from the Board, as part of the procedure for
swbnitting the grant claim, a statement of the renewal expenditure
on the infrastructure, and on refurbishment and replacement of
rolling stock for commuter, PTE, and other provincial services
that is to be committed in the grant year, and that is planned for

the two future years. The approval of this could then be

T

. 1lowance
ssociated with a rearrangement of the special replacement a

the
$03s to establish a link between the amount of payment and

&ount of work committed. This segregation would on the one

A he non-
otk £0 establish a separate investment programme for t

“mercial railvay, and by putting it within a wider renewal

i since it

Progranme Would exert a downward pressure on operating costs,
e 5 3 sts
“ould pno longer pe possible to accommodate increases in those co
Sim

Ply by Cutting back on renewal.
4, A s s the
" ™is woulq not however by itself be sufficient to pres
Soarg o § where
© %0 a more effective control of costs in those areas

» = i for concern,
TS by tn Department has shown particular cause
o : ious kinds. Under
agq 8 mainly i engineering costs of variou
*Ssure

. iate
from tpe Department BRB is now developing adproRt 25.

, l!‘



CONFIDENTTAL

i n the i
indicators for peasuring changes S EnsuERs €98t SoRhe
indi at

ontaining or reducing these unit costg Canb

targets for ¢

i process. 4S pap i
part of the Board's budgeting I t of the o

from the Board their agreement that the Department wily Cﬁnsld

with the Board the setting of these targets each Year

? SO th
can from the start be built into the preparation of tpe Bou) )

annual budget.
45. Within the general scope of the grant, changes ape Desgeg
to set clear requirements for improved pe#formance of Inter.ciw‘
and to give a better demonstration that fare increases o ¢ oyl '
services are no more than needed for the costs of those Service
The BRB are themselves developing new proposals for a clearer

sectorisation in this way of the management of the various busizs
and this - with the idea of a subordinate board for commuter

services - should provide the clearer accountability on commufe
services. 4s to Inter-City, the pressure for improved peri
might be exerted by establisting in advance the level of

contribution from Inter-City which is to be assumed for each &

in determmmg t:he total of the grant, and the availability o
resources for, renewal Programme.





