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Considel""‘l a memorandum by the Secretary of State for

jttee E >

o (ommt (E(Sl) 131) on the implications for transport subsidies and
mmsp“;‘[he House. of Lords' judgement in the case of the
res © ¢il (GLC) versus the London Borough of Bromley.

ater Londom Gotn
re
CREMARY OF STATE FOR TRANSPORT said that the House of Lords®
% SE

sigenent pade cl
:ubsxdiés to Lond

ear that it was unlawful for the GLC to increase
on Transport (LT) in the manner and to the extent

ey bad 1B 1981 in order to cut fares and run more uneconomic services.
m‘judgement did not, however, rule out reasonable support for LT, and
it accepted that the level of support which had h|een provided by the
s before the Labour Party had taken control in had been consistent
Jith their obligation under the Transport (London) Act, 1969. LT claimed
that they could not raise fares before 21 March 1982 and the immediate

problem for the GLC was how to finance the shortfall which would arise

wtil then. It was possible that they would be able to do so tem-—
prarily from their own resources but they might have to ask the
fovernent for short-term help to bridge the gap. The GLC would also
wed to consider, in the light of the judgement and of a revised budget
fros I1, what should be the increase in fares in March and what action
fould be taken to deal with operating costs. An increase of 63 per cent
%uld be necessary in the Spring of 1982 to restore fares in real terms
© the levels of a year earlier; the increase would be of the order of
;T‘;l:: cexllt if, additionally, it were decided to cover the £125 million
vhich IT would have built up by then on account of the fares
::::c:i::s:';vg"::b" 1981 and of.increases in costs rfsnltingr in P"t:ml
ge settlements in 1981 and the recruitment of additio

Stafg, 3
I2 the Leader of the GLC, Mr Livingstone, came to see him,

tl

v:;?::itéry of State for Transport would make clear thnt the fiovez.-mcnt

Presen su;n?rod““ legislation to enable the GLC to contlm.le with its

tion yag 3idy policy but that it would be willing to consider vhl:h

beep cr:ecessary to help LT overcome the immediate problems vhid

@ behay, reated by the GLC's unlawful actions. If the GLC refuse
SPonsibly, there might have to be legislation, and urgent

%n!ide
This
ation would need to be given to the alternatives including that
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of imposing External Financing Limits on LT, ang on P“SSeuge
i ; : r
Transport Executives, as envisaged in the Bill whj.y haq pg,

1 n
on a contingency basis and was attached to his memorandyy E(gll;“ph&d

Until such time as LT had prepared 2 revised budget and 6L pgy
84 magy

i Teach
ight p,
N the
€Tngop

T that
Situatyy,
0 by the

proposals it would, however, be premature for the GOV"hment
conclusions on the action, including any legislati{)n, which g
necessary. He would report further to the Commi ttee early ;
New Year. In the meantime, in the emergency debate that at
in the House of Commons on LT fares, he would again make olea
it was for the GLC to put forward proposals to deal with the
which had arisen; he would not give any commitments on actio

Government,

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the Jjudgement,

placed great emphasis on the general duty of the GLC to holq the balan
e

fairly between ratepayers and the users of public transport, hig had
wider implications, which he was still considering, for all local
authorities and the way in which they financed not onl

all their services.

Yy transport but
The situation was also affected by the block grants
system which provided for holdback of grants from authorities not meeting

certain requirements. It was not yet possible to advise what would be

the effect of the Jjudgement on individual London ratepayers. Councils

were receiving conflicting legal opinions on whether the GLC had to repay
the existing precept to them and also on whether they had to repay those
ratepayers who had already

" paid supplementary rates demanded of them.

@ councils would look to the Government for advice on this and, if
nfcesury, for a short Bill +o clarify any uncertainties. He was con-
sidering al] these questions

§ urgently and would make proposals to the
Committee in the New Year,

In di £ .
Scussion the following were the main points made -

a,
In the Debate that afternoon the House should be reminded

that since the change of

GLC
Political control in May 1981, the
had acted conty,

e 7Y to the advice clearly and repeatedly ,m: g ¥
m i P
by the Government, Any large increase in fares i go110v

would be the Tesult of Polici,

the es which the GLC had chosen
face of this advice,

jescribe any possible fare increase in

Rather than i
. terms it would be better to give examples in terms
pgrcentnge al increase on a £1 ticket. It should be made
of the ch““’] part such an increase would be a matter of restoring
oJear that 1,:,.1 ut in fares made by the GLC in October 1981 but
the 32 p.er ;el‘ increase was necessary to deal with the costs of
that ila:::zg’ inefficiency and high wages which the GLC had

The judgement recognised that while LT were expected to
he
& ak-even over a period, taking one year with another, there
break-e i >

1d be particular years in which it was not possible for them
wou. Y

do so; what was improper was for the GLC to cause LT to set
to do sO;

out deliberately to run at a loss.
that on the one hand the judgement ruled out a policy of

On this basis it was clear

deliberately running at a substantial loss for a period of time

and that on the other hand it recognised that LT could make

occasional losses in particular years. It was less clear what

the judgement implied for a policy of regularly budgeting for a
perhaps a subsidy was acceptable if there was no
These

small loss;
way of reducing it by charging higher or lower fares.
implications of the judgement would need to be considered further.
Meanwhile the Government's policy, which was in favour of

reasonable subsidies, could be reaffirmed.

d. Tt would be wrong if those London ratepayers who had already

who
Paid their supplementary rates ended up worse off than those

If necessary a Bill might have to be

had not yet done so. th time
In e mean!

introduced to clarify any doubts on this score. ;
In practice it might be difficult

00 commitments should be made. ;
for example, it was unlikely

to treat the two oups identically;
e Tatepayers wfruldpreceive interest on supplementary ﬂte? ﬂ:y
Bad paiq and which were subsequently returned to them. It ne
Y€1l be that some supplementary rate would still be necessary ; .
Perhaps at a different level from the present supplementary rs

0 deal vigp the losses which had already occurred.

g
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e. The present prospect was that the financiq)

PEnalty Vo
fall on a combination of the ratepayer, the tax Payer i ulq
user of LT services but not on those in the GLC whg e hethe
responsible for the policies now shown to be unlawful_ I:n
was therefore for consideration whether the Districy A“dito,
should be asked to look into the actions which haq been takey
by the GLC; the outcome could not however be Predicteq and iy

was not clear that there would be advantages ip Such g Courgg,
f. Further consideration would need to be given to the
transport subsidies provided by the Metropolitan counties apy
to possible fare increases in 1982 by the PIEs, While

the legislation applying to the Metropolitan counties wag
somewhat different, it seemed that the general Principle,
that there was a duty on local authorities to hold the balance
fai}ly between ratepayers and beneficiaries of services,

applied to the Metropolitan counties as well as to the GIC,

THE PRIME MINISTER, summing up the discussion, said that in the Debate
on London Transport fares that afternoon Ministers should not give any
commitments to specific action, It should be made clear that in the
first place it vas for the GIC and for LT to make proposals to deal with
the situation; in particular, there should be no endorsement of LT's
claim that fares could not be increased before 21 March 1982. Any
discussion of Prospective fare increases should not be in terms of
percentages, and should Point to the cuts in fares and to the excesses
in costs which the GLC had caused LT to pursue despite repeated warnings
given to them by the Government, At the same time, there should be 10
implication that the Government was washing its hands of the problenj .
the House should be told that the Government was now carefully consider™
all the relevant legislation. The Committee would consider early i :he
further proposals from the Secretaries®
State for Transport ang for the Environment, what further actions
Possibly including lezi.!lation, was necessary.

New Year, and op the basis of

L | L

. sttee -
Comm
The
he Secretary of State for Transport to arrange
2 e e
[“‘”ted.(‘,,..mnu in the Debate that afternoon on
53 Ministers + fares to be guided by the Prime Minister's
0% ansport 1ares
London rlrlp ”Ii- their discussion.
ing
sun?
J the Secretary of State forlTransport, in‘consultation
P Invited r .rv of State for the Environment and with the
vith the Secrete arrange for officials of their Departments, of
o g

Law Ufficerf' "”d of other Departments concerned, to consider

the Treasury ;m‘)‘ilcatlons for transport and other local government
f“rth?r ch; [hle House of Lords! judgems_.-nt, 'and in doing so to
policies Znt of the points made in their discussion; and to

take acco

reporte.

i is i in the light of further
sume their discussion, in
- Mr;igr:ntih:e;ecretaries of State for Transport and for the
;}esgizfment, in the week beginning 11 January.
n

\

(abinet, 0pp oq
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