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Note by the Central Policy Review Staff

, The Secretary of State for Transport is asking for decisions in principle
« the future of the railways. The role, extent and financing of the present
osten has not changed for a number of years and a critical point has come

| ,;nsip;ificant decisions need to be taken about renewals which could

bpermine the pattern for the next decade and beyond. The British Railways

Jurd has been conducting an active campaign to increase the Government's

fncial commitments. Ministers will want to be satisfied that any substantial

#ependiture on the railways justifies priority over other demands.

4 Te British Railways Board, is seeking approval for an investment programme

Umdernise the 'commercial system' (i.e. inter-city amd freight) primarily

hingh electritication and to renew and modernise parts of the 'mon-commercial

| :!::;ri::o:omwf and rural services). This request is made aga%n?t .

B irer o0, msatisfactory operations. It is unfortunate that British Rail (BR)
years both allowed essential maintenance in the track to be

Reezeq
%8t by unplanned increases in current costs and has failed to achieve

fecteq §
®d increases in productivity.

Produg s
tivy 3 A X &
e, ty is ¢ritical but the history of improvements in working

S and ge., ! . .
e é-Banning is not encouraging. In recent years reductions in numbers

Q dye
o largely ¢, reduced services rather than improved efficiency. There

T th, 3
““Ptimn % Present plans are based on improvements which, on past record,

\

b
"'"zs
ic,

Iy
Par,
Wy Agrapp 9 of E(Bl)

\ tay 41 the Secretary of State suggests that commi tment
R, - 2Vestment

i n the railways is necessary to gain co-operation
i ’
Sement.  Although this may be true it should mot be the starting
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point for strategy decisions.
tegy
yecific e

of State is not asking for %

The Secretary
st that commi tme: 1!
However, he does sugges s ) ent to urther el

5.
at this stage.

. trig
The Central Polic Higy

! 14 gy,
of the Commerc;,) 3

dod v Review Staff believes that
is needed. ol

be reassured about the underlying prospects

parts of the system and also review the policy for the DOD-commercia)
¥ Party

Minjst,
ers gp
f U

for viability

Any general commi tment must inevitably have significant implicationg for

financial requirements in future years. The papers presented do 00t pry
§ Vide 5
basis on which such views can be formed because the financial implicatyop
8

of the policies and of options are not clearly spelled out.

Rural Services

6.

Secretary of State wishes to avoid any closures but this will Tequire

These loss making services have been neglected over recent years The

renewing track and structures, modernising level crossings and providing ney

and simpler rolling stock. It would be helpful to know:-

(a) the cost of this investment over future years;

(b) what is the subsidy to Tunning costs;

(c) the expected utilisation rate of these services.
7. : A ;
iy 115 Policy could then be compared with the costs and benefits of providi
equiva, i iliti
A:t by e“tdtl‘ﬂveumg facilities by road, especially now that the 1980 Tragspr

as i

made possible greater competition among different bus services.

Commuters

8. The Secretary of State is

%mprove the quality of Services
10 Teal terms by 244 per annum up
9.  There ma
Yy be n i i
could not gope vithot:a‘hcal °Ption for these services since the road V5
e high density of trapei, flows. However, it st

belptul to i
OW how th,
plans, partj, ¢ commter system contributes to the overall transpOrt
; o the o . missl"n‘
ers L0 :

Proposing renewal expenditure which should s19%

It is assumed that fares could be increase!

to 1985,

ularly f£op the South-East

OTt emphasi saq The Monopolies and Merg

thy
€ need for Government to define clearly e ¥
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to be retai broadly in its present form, the right

W o] 1
ing the eRier .
qund gtruck between subsidy, fares and quality., For example, what
pas .essary to reduce the subsidy b
¢ e 2
AL of yould be nece : ‘ Y by, say £100m per annum?
p gp Board talks of improvement in quality, what form does this take?
¢ the t a 1 :
j vhes e, just preventing deterioration in service? Or would it be
for eX S : ;
e numceable to the travelling public to justify real fare inereases?
1y
icien®™y
(¢ report on commuter services high-lighted the poor productivity record
. The , F
i ot ¢consideration of options. How has the BR Board responded to these
i the - Sl
h: oss? 10 what extent could increased fares or subsidies be avoided by

roved efficiency?
b

reial Services

. In terns of the defined current guidelines these services are not commercially
For freight the projections show a real rate of return by 1986 but not

For inter-city, the target is unlikely to be achieved by

e

mching the target set.
& od of the decade. This is likely to mean that, for the immediate future,

¢ services will continue to absorb a proportion of the grant which is designed

wntially for the non-commercial sector.

U Part of the problem has been the fall in traffic due to the recession and
*Mising fare mileage which has been achieved (e.g. by special cut prices)

M0t contributed to profits.

5 T T
lmge Department, argues that further increases in real prices or, alternatively

A 2
slover, more basic service, would not help the attainment of commercial

ity
gy ¥+ There may, however, be some scope for financial improvements by

g fover i runni
'rains so reducing stock levels as well as saving on ing costs.

i e Blootnses

f-‘anu-ork :nnhcnim Report showsa favourable return when applied to the present
0. y

Services, even if the level of passenger mileage is reduced. However,

i

Y dogg

ks Lot Tey <
eal whether Electrification will ensure that these services

e o,

. MWy o 4 :

g Meryyin "1y viable. Until Ministers are satisfied about the prospects

1 g viahils

o i, T1ility, it would be premature to become committed to further
on,
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Conclusions
Conclusions

6. There is no option other than some subsidy for the railway Servig,
16. e .

before further funds are allocated, Ministers shoulq be sat
e

However, . stigg
hat clear strategies for each of the main sectors have been defineq
that ¢ A
In particular:-
(a) on the non-commercial sector the precise level of service (h““"ingin

mind alternative forms of transport) should be specified and relateq to
the elements of the grant. The Grant should be used only for PTOViding g,

service which the Government wants to buy;

(h) on the commercial services, the likely implicit subsidy fropg Lailypy
to achieve targets should be quantified to enable Ministers to decide the extag
to which the services should be continued in the light of possible al ternatiye

and whether further investment in electrification is justified;

(¢) productivity increases should be clearly targeted. Investment should
not be regarded as an inducement for union co-operation unless firm agreement is
obtained on productivity improvements.
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