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CONTROLLING PUBLIC TRANSPORT SUBSIDIES

Memorandum by the Secretary of State for Transport

1, In E(81)82 I put forward a proposal for legislation to control
the subsidies paid Dby the Greater London Council (GLC) and the
ptropolitan counties to the London Transport Executive (LTE) and
the passenger transport executives (PTEs) to be included in my
already approved transport legislation for introduction at the
pegirning of next session. The Committee invited me to work up .
e proposal on a contingency basis. #n outline of the provisions
Tenvisage is at Annex A, Lttt ona,

wid

“HOW WILL IT WORK?
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2. The main features of the scheme are that I would fix
tndertaking an external finance limit (EFL) covering y
other than fares paid by passengers and other coi
‘I shall present the scheme as broadly the same £
.8 central government applies to the nationalised
Proposed EFLs would be published in a very sh
“ﬁ@mpanying the Bill. Local authorities would
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Jncluding povers for me to issue direcbions anq oTlCe py
= ub,f the councils. Details are in Annex 4, Tp OVerry 3y,
"void \ﬁs;ns these powers, but they would give me -thoiiible %1.‘5‘
to proceed step by steP. KLy

’ important to make the legislation
6. 115 w;fstlpgzsibge_ I would aim to introduce tlnggiﬁi\le i
S {n of the session and achieve Royal Assent
beginn ﬁowever, Executives would not be bound by t%'le
:gzxcxh:;nd authorities might well try to take actipn
oposed EFLs unattainable. The scope is limiteq since
L gd not be able to finance any action which involyeq auth,
dal case in expenditure in the second half of thig a magy,
':H:Z; could commit themselves to expenslve_wage settlen,
e.t:fect from next April, but I }:hlnk that is a risk ye
event, My proposals would enable us to make it cl
would be no more money and the position would have
To protect the position of coc;per‘atq.ve Poar‘d members dm‘ing
period I would make clear my 1r_xtept10n to reappoint any ﬁismsSi
for political reasons and to dismiss successors appointeq pum;.
to oppose these measures. ] el
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HOW_MUCH COULD WE SAVE?

7. If nothing is done, revenue support by the GLC and metropols
counties is likely to rise to about £600m next year, £400m a
the provision implied by Cmnd 8175 (at 1982/83 prices)., The
political commitments of the new councils would cause this torie
steeply in succeeding years. It would be unrealistic to ain
at getting back quickly to the Cmnd 8175 level. For instance,
to do so would involve nearly doubling fares in London and 502
of the other conurbations., To stand any chance of success the
linits set would need to be achievable, even if tough. I belie
the best ve could hope for would be to save something of the L
of £250m to £300m. It would be for the authorities and the u
takings themselves to decide how to achieve this. nflet
to involve fare increases substantially above the rate of in
in all the conurbations,

8. T accept that this cont , thorities I
i rol might not' prevent au
ra;ing the extra revenue needed %lg implement their tragsiﬁg i
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amozngertgin that they would increase their precept by e i
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ome of the metropolitan counties shou]?j“ way
1 e disputes <

with others, notably the
rcise my back-up powers, We could
-entious matters such as fares policy

ther restraints on local authori
y of State for the Environmeg?ty
» I think it imperative that we
ng on public transport next
1y impossible to restore the balance

the size of the gap and public
Dt for us to retrieve the situation
exp1 ernment will be saddled with a
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ernment will appear to be powerless
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any way prejudice future action

ly or any institutional changes
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these large trading organisations.

11, These proposals
on local governme
we might
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iscipline over

12, I invite my colleagues to agree that:

(1) provisions on the lines of Annex A should be included in
already approved transport legislation for introduction
at the beginning of next Session;

that the legislation should be pushed through Parliament

o (i1)
! as quickly as possible;

(111) proposed EFLs for 1982/83 should be announced in a
White Paper to be published at the same time.
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me . of the scheme of external finance limits EFL
{bas;;tgon of statutory limits on the extent to \Slhicﬁ)the

1 e iMPOS 0 pxecutive (LTE) and the Passenger Trans

8 don Traﬂvgggs) nay finanze gl}eiriexpenditure from sotgg::
1ives s and other trading income. It is not in

U tnan fafes e in Scotland. e

sould require the Secretary of State to make o

) Bl%g- :g%tive Jresolution in the Commons, setting EFig?rsi'o
Gibject the risk of challenge in the courts it is not intended
ninlmlsede any qualifications (sugh as consultation with the

%o iﬂc;g,,es’ or criteria for setting the limits) on the Secretary
‘“thor%eTS power to make orders setting EFLs. The power to make

of St » setting an EFL would include the power to make an order

an or@e’ it. There would be no time 1limit on the duration of the
weﬂdl@ﬁnugn in practice new orders would need to be made annually.
orderuld pe desirable for the LTE's limit to be based on the '
Itl:gd ar year — which is LTE's accounting year. The first EFL

§§r LIE would therefore have to be operative from January 1982.

fhose for the PTE's would be based on the financial year,

Povers to_require Information

3, The Bill would also enable the Secretary of State to requ
the local authorities and Executives to provide such informat
as he considered desirable to set and monitor the EFLs. Th
Brecutives would be specifically required to notify the
of State of eny provision of goods or services by local
or others on other than a commercial value-for-money b
Tis should show up attempts to circumvent the EFL
the Executives of some of their costs. The Secretary
vould deal with any such cases by making an amending
ing the EFL by an appropriate amount. >

Codrage of EFLs

lb‘;m'ﬂie EFL would cover revenue support, other

°t§§$§ Payments for concessionary fare sch
md g -, P8 Used as a means of increasing

' @oiding the EFL control. 3
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An authori®y WEEC oiven a general consent to eq Suppe
the hggsw‘?’tﬁgost %ur'Fher refc:r‘egcej to the Secrgﬁég‘;‘a tg z;e:h%
LS oM authority tried to use its powers to pngg,Y of sty
Buttlthe 1imit, the exercise of its powers woulg be sug Clroy!
hivse ent in each case. In order to avoid deadlock the SJect%
angtate would need power tg dismiss and appoint B°ardsecret€ry
Pxeoutives, to substitute his {lpproYil for ‘the locay autgf thy
approval to the budget, borrowing, etc, and to jggye direnrity,.
P e Executives himself. Ctiony

o prevent 1

6.
of the EFL,
nave to be

o : :
Such consent ulklx(i’ch co-operated in trying to k

e

ver the eventuality that a local authorit n

Zé tgci,scgoss of powers by ceasing to pay support tg tigm ;‘es
the Bill would enable ?he Secretary of State to make pamEngutlnl
tne Executive, to British Rail or the operators. syg Paymer
would be treated as a debt from the Council to the Secreta, i
State which could be recovered by appropriating payments Ofy of
7S¢ and/or RSG due to it, or any other money payable by tpe
Government. The Secretary of State would make clear that he‘g

would if necessary ensure that the Executives had the funds to

continue operating. -
Financial Control

8. The Executives' external finance would be monitored during

the year against a profile of expenditure and income. The powes
to require information and forecasts would be used if necessary,
Signs that an undertaking was heading for an excess would trige
discussions with the Executive and the local authority. If they
vere unwilling to take adequate remedial action, the Secretaryol

State would be able to use his over-riding powers to direct su
able measures.

9. The auditors of the various undertakings (which in later yeai
can be expected to be appointed by the new Audit Commission).
would provide a basic check on the propriety of the authori ¥y
and the Executive's financial dealings within the EFL.




