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71SH RAIL: COMFRCTAL BUSINESSES AND ELECTRIFICATION PROPOSALS
2 ?glwiaus Reference: E(81) 15th Meeting)

T
e Comittee considered a Note by the Secretaries (E(81) 63) covering a report
gt central Policy Review Staff (CPRS) on their review of British Rail's (BR)
C;],mmercial businesses and electrification proposals; a Memorandum by the
secretary of State for Transport (E(81) 64) attached to which was the draft
of a possible statement announcing the Government's decision on further railway
slectrification; and a copy of a minute dated 17 June from the Chancellor of the

Exchequer to the Prime Minister.

THE SECRETARY OF STATE FOR TRANSPORT said that since the Committee's previous
discussion BR's trading position had deteriorated and if nothing was done there
vas a danger of their external finance limit (EFL) would be breached by
£80-100 million; in the light of the action now in hand, however, the eventual
excess would probably be of the order of £40 million. The industry had made good
progress during the 1960s in reducing manpower and improving productivity, but
mre recently manpower had been static and productivity had declined. The
policies adopted by the Government since taking office had now started to take
effect, A substantial number of significant measures had already been
introduced, and more were planned. The proposals put forward by the CPRS included
further major changes., Trade union opposition to the changes already planned was
bardening, and they would vigorously oppose the further measures proposed by
Wie CPRSS) 014 v therefope important for the Government to have some means of
*lsuring that the manpower reductions and productivity improvements necessary,
1 BR were 4o be placed on a firm financial footing for the future, were achieved.
This coulq pe best approached through the piecemeal approval of electrification
Proposa) s, There could be no doubt of the strength of the case for
L v s s e b e
themf‘)mcatmn had shown a positive return. The ?‘mA““e fof‘ dec“l:n:.'
e » how best to use the approval of electrification to bring about the
U°Cessary in BR's operations. He endorsed the proposals put forvard
» that BR should be invited to prepare a ten-year programme of
100 but that the Government should approve proposals only on a route-
818, Thie was, | inihis view, the best approach to ensuring that

by the CPRS
Ele:tr“ica
Toute pg,

by




improvements in productivity and manpower reductions continueq to be
, achj
Pressure was growing for a Government decision on eleCt“fiCation N lem_
’
he
a statemen
as possible along the lines of the draft attached to E(81) 64,

therefore sought the approval of the Committee to his making

tag 30y

MR IBBS said that the CPRS had examined only the commercial Sectors o B
? Dy,

freight and Inter-City services. They had not examined the "°“‘°°mercial
e

It was clear that Inter-City would be unlikely to meet its financia) target,
foreseeable future, and that the freight business would continue to make e b
for many years, even on BR's own forecasts, which. assumed that the DECessan‘
thereforg, be

even worse. Major policy changes were clearly required. The CPRS Tecommengeg

productivity approvements would be achieved; the outcome could,

that immediate reductions should be made to the frequency of Inter-city Services:
that in the medium term the Inter-City network should be re-defined and a y
commercially viable core identified, with the reamining services operated to Jo,
standards than at present; and that freight should be reduced primarily to tri
load traffic, concentrating on bulk commodities. The review had also exXamined
the case for a programme of main-line electrification set out in the report of
the joint Department of Transport/BR review, Its conclusions were that a case
could be made for selective electrification, but that the benefits were too
uncertain for the Government to agree immediately, to the electrification of =
The test of which routes should be chosen for electrificatint

ought to be that of profitability,

extensive network.

T
THE CHANCELLOR OF THE EXCHEQUER said that he was eoncerned that the draft s

attached to E(81) 64 would notput sufficient pressure on BR and the trade uais
to bring about the changes which were clearly necessary. It was important & !
the Government should secure a commitment from BR and the unions to do fia b'i':"
work began on the electrification of particular routes. He hoped that thf T“‘
statement circulated by the Secretary of State for Transport could be zevil
that sense.

In discussion the following were the main points made -

b
o bl
the 1980 railways pay settlement had included provisions 20!

a. . b
198
»

in working practices leading to a manpower reduction of 10,000 bY'

ioné
no progress had been made so far in negotiation with the trade ‘m,ble e

the light of this experience it was doubtful whether BR would "¢
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¢ with tl trade unions the still further changes
Leach alr“)my:chwv“ <ubstantial improvements in productivity, The
necp_sﬂrp vo ear in any sta t that firm and binding
G{,ver’“"”“r hed between BR and the trade unions on the

reac
men® s]muld be
agre®

hanges in woT

practices bef

cing

approval would be granted
ry C

pocessary »f particular routes. The savings achieved by
If these

involved in electrification

he electrification
. o arose largely out of increased productivity.
jficatlol
electr: ‘ ncra
c he public expenditure
uld not be achieve i 19 I
co!

on improving the road network,
better spent on
would be
Although BR had acquiesced in the Government's policy on disposals,
Lo . A
it vas doubtful whether they were pressing ahead as vigorously as they might.

The Government should therefore, require BR to finance at least part of
e

the cost of electrification from the proceeds of disposals.

b Electrification would not lead to any increase in public expenditure,

at least initially, since the cost could be accommodated within BRs EFL,

I PRIME MINISTER, summing up the discussion, said that the Committee endorsed
e proposals put forward by the CPRS in the summary of their review attached

WEB1) 65 and agreed that the Secretary of State for Transport should invite
U British Railways Board to submit electrification proposals for approval on
i Iute-by-route basis, covering the next ten years.
eleurificauon project
1¥estment,

The approval of a particular
should be conditional on the profitability of the

L I question and on the achievement of the necessary improvements in
Product vy 2 g

4 Viby,  For the first projects BR should be required to finance at least
0T the ooq

s t from further disposals.

"ate for Trang
Wsuble, but the

e Cleay that th,
te elg,

The Committee agreed that the Secretary

POTt should announce the Government's decision as soon as

draft announcement attached to E(81) 64 should be revised to

emfxcam: Government was not prepared to give a blanket comiffm.nt T,o
of an extensive network, and that progress on electrification

achievement of the changes necessary to secure manpower

anq impmvements in productivity, The Secretary of State for Transport

Clear
¢ terns of 5 revised draft announcement with her and with the

tel)
o of the &‘Chequer
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The Committee -

Fndorsed the proposals contained in the Summary

4 of the

3 5 st sy i 2z Tow:

Central Policy Review Staff attached to E(81) 63, eViey by 4

2, Agreed that the Secretary of State for Transport shoulq .

British Railways Board to submit proposals for elpclriﬁcationvue the

route-by-route basis, covering the next ten years, Por apbrovni on 4

to the conditions indicated in the Prime Minister's su.mmi}“z “: Subjgq;

3. Invited the Secretary of State for Transport to agree the

an announcement of the Government's decision with the Prime \ﬁn:ms of
Flhister o0

the Chancellor of the Exchequer.

Cabinet Office

19 June 1981
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CONFIDENTIAL

NO INDUSTRIAL CIVIL SERVICE PAY

The Committee considered a Memorandum by the Lord President of the Council

(E(81) 67) on the nmext steps in the Civil Service pay dispute.

The Committee -

1, Endorsed the proposals set out in paragraph 14 of E(Sl) 67.
2, Invited the Minister of Agriculture to consider with the
Chancellor of the Exchequer whether further measures might be

possible to alleviate the impact of the Civil Service dispute
0 small businesses in the agricultural sector.
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