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BR AND LT DISPUTES

ACAS are in touch with all the parties inveolved in the
BR dispute and have been approached by London Transport on
their dispute. There are no indications as to whether these
efforts will bear fruit, The assumption must be that both

strikes will continue, —

I attach:

(a) a briefing note on BR
T

(b) a briefing note on LT
="

(c) a copy of the Secretary of State's Statement to the
House of Commons this morning

I am copying this to the Private Secretaries of all
members of the Cabinet and to the Chief Whip, John Sparrow
and Sir Robert Armstrong.

Yot

G...a\_a».juvu

R A J MAYER
Private Secretary




WIEFING NOTE: FRIDAY 25 JUNE

. BR DISPUTE

Government's Position

- We stand right behind the Board in their efforts to improve
productivity on the railways.

There is no future for a modern railway unless working practices
agreed in 1919 are up-dated.

The rail unions were paid a 3% settlement in the 1981 pay settle-
ment on the basis that they would deliver on six specific
productivity agreements. X

They have only delivered on 1%.

It is no use the NUR claiming that they have delivered everything
asked of them., Even if they had - which they have not - the
Board's concern is with the railwey system and the workforce as a
whole. ASLEF's intransigence is the root cause of the problem.

No-one owes railworkers a living, All sectors of British industry
have re-organised themselves, and slimmed down to cope with the
irresistable demands for greater efficiency. BR must do the same.

BR's finances are in a parlous state. Even after Government grants
running at record levels, they stand to lose £165m this year. They
will be hard pressed even to afford their present 5% offer frozen
to September. "
A national rail strike will reduce BR's finances to a shambles.

The railways can never be the same again, As well as inconveniencing
millions of holiday-maskers and workers, a strike will directly
prejudice the long term interests of 200,000 railwaymen. The future
is there. It is about to be ruined.

It is deplorable that the leadership of the rail unions cannot see
this stark reality.




& @:1:cir10ns AND FACTS

1. NUR have delivered six out of seven of the productivity points

Facts
1. The NUR has only so far agreed to:

a. flexible rostering for guards, in return for a 39 hour week,
an extra rest day, and an extra 50p per shift (£2.50 a week).
NUR members have thus benefitted from this;

b. experiments with open stations. Again, they will expect

extra payments for guards checking tickets on trains, and in
some cases extra staff will be needed.

2. On the other issues:

a. it is prepared to discuss single manning of traction units -
effects very few of its members;

b. favours the %Yrainman concept! which will benefit its members
by giving guards access to promotion as drivers,

3« On the main issues where NUR is asked to accept real changes, it
has kept talking but made no move towards sgreement. These are:-

a. dispensing with guards on the Bedford/St Pancras line,
specially built at a cost of £150m for driver only operation;

b. removing over 2,000 guards from freight trains fitted with
automatic brakes.

Summary
So NUR has only moved where there is direct benefit to their members,
or where their members are not significantly involved.

2. Government not prepared to provide a sound financial basis from
which BR can operate

Facts

T at £804m

a. PSO grant was increased in 1981 by £110m, and now/stands only
marginally lower than that exceptionally high figure, at over £2m each
day.

1.




." BR's investment ceiling of £428m this year has not been changed
in real terms from the level set by the last Governmment., BER must
generate funds to allow investment up to that ceiling - that means
reducing costs,

¢. The Board's External Financing Limit (EFL) stands at nearly £900m.
The levels set since this Govermment took office have been substantially
higher in real terms than in any of the previous four years.

3. Rail unions record in cutting jobs is good

Facts

In the period since 1979 BR has shed Jjust over 15,000 jobs - about 72%
of railway and workshop staff, Obviously different industries adjust
in different ways, but when one considers that British Airways, for
example, have shed 27% in the same period, and industries like Leyland
and British Steel much larger numbers, this figure is not overwhelming.

4, Government irresponsible not to intervene in dispufe

Facts

The Govermment has no locus in the negotiations between the Board and
its workforce on questions of pay and productivity, and has no intention
of intervening, The issues are clear, On pay, the Board cannot offer
what it cannot afford. And it can afford nothing without delivery of
the productivity improvements for which it has already paid. These
productivity measures have been thoroughly discussed and analysed both
by ACAS and Lord McCarthy, who support their introduction.

5. BSpecific investment projects being unfairly held up by Government

Facts
This is simply a perversion of the facts. <10 major projects have been

recently completed, are under construction or have been approved and
another eight are in the pipeline. But unless the unions deliver on
productivity the Govermment is not prepared to hand over taxpayers'
money. The two go hand in hand.

Investment in BR
A. Projects recently completed/nearing completion




Comment

First entered service 1976, last
2 sets to be delivered in July 1982.

2. St Pancras/Bedford electri- Work started in 1976 and is almost

fication track and signalling
works

3. 4 multi-purpose ferries
for Sealink

4, 5 year rolling programmes
for freight locos and wagons

complete. Only disagreement over
manning holding up new electric
service between Moorgate and
Bedford.

£60
(1980
prices)

About £50m Authorised up to 25 locos and

ggrcig;f 1,550 wagons per year over period

ent prices. 1978-82

Other projects under construction or approved

West of England resignalling Resignalling and track rationali-

Brighton line resignalling

EMU rolling programme

210 sleeping cars

sation between Westbury (Wilts)
and Totnes (Devon). Cost £28m
(1979 prices). Approved 1981 and
due for completion in 1987.

Resignalling 282 track miles on
the London-Brighton line and
branches; cost £45m (1978 prices).
Approved March 1979. Bulk of
project in operation 1984.

5 year programme approved March
1979. Currently building about
200 vehicles per year. Cost £40m
per annum,

Approved April 1979. First deli-
veries January 1982, Cost £25.5m
(1982 prices). Services progress-
ively converted to new sleepers as
delivery proceeds.

Je




- ﬁie of Wight car-ferry Submission for £153m approved
v

@

ent December 1979, Two new ferries enter
service next year.

10. Anglia electrification Colchester to Harwich, Ipswich and
Norwich., Approved December 1981 at a
cost of nearly £30m. Work on the
electrification cannot start until 1984
because essential track rationalisation
and re-gsignalling work must be done
first. This is under way.

C. 10 Year Programme of Electrification

11. Electrification of some Awaiting Board's proposed programme,
3,800 single track miles of
main line

6. Rail unions have been penalised in recent pay settlements

Facts

This is blatently untrue. The last two pay settlements have been 20%
(1980) and 11% (1981) - a cumulative total of 33.2%. Over the same
period pay throughout the public trading sector rose by only 29.2%.
The rail unions are trying to stand truth on its head.
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. PRIME MINISTER

BR Statement

Mr. Howell delivered his statement (attached) to a
fairly empty House. There were only seven Members on the
T ] ey
Opposition benches. He was fairly forceful in his delivery
and seemed in command of the situation. The Opposition seemed

slighly nervous about supporting the unions in a strike which

is clearly unpopular. T

Albert Booth, leading for the Opposition, said that
Mr. Howell's statement was complacent and disappointing. He
had expected a statement on the causes of the dispute and
what the Government was going to do about it, and not a
description of the measures being taken to ease the effects of
the _gtrjke. He said that the discussions at ACAS had shown

that the gap between the unions and management was not wide,

and that the only obstacle to a settlement was the hard line
being dictated to the BRB by Ministers. He urged the Govern-
ment to intervene. Only Alf Dubbs and Laurie Pavitt joined
Albert Booth in criticising Mr. Howell for being complacent

and for deliberately confronting the railwaymen. Neville
Sandelson said that the SDP deplored the strikes, were worried
at the role of the GLC, and hoped that commonsense would prevail.

S ————

In this he was joined by Bill Pitt. e

From the Government back benches, Ivor Stanbrook and Tim

Smith both said that many commuters would suffer, but that they

would be happy to do so if it was the only way to ensure a
better future for BR and TT. Roger Moate pointed out that it

was 50 years since British Rail and London Transport had been

strike at the same time.
David Howell dealt quite successfully with Albert Booth.

He said that the causes of the dispute were clear. They were the

Management's correct decision to seek productivity improvements

/ for which




for which pay increases had already been given, and the

opportunism of the unions in London Transport. He hoped ACAS

would bring home to the workers the dangers they faced. He
paid tribute to the workforce of British Rail, and laid the
blame firmly on the Executive of the NUR. He said that the

Government had no intention of intervening in the dispute.

25 June 1982




DRAFT STATEMENT ON RAIL DISPUTES

1. With permission, Mr Speaker, I should like to make , statement
about industrial action on the railways and the London underground.

2. As the House knows, the National Union of Railwaymen called
a full strike by its members on the London underground as from

midnight last night and have called a full strike by its members
on British Rail from midnight on Sunday, 27 June.

3. Mr Speaker, neither of these strikes are necessary, nor
will they do anything but damage deepiy—beth those who pursue
them and the travelling public., In the case of British Rail,
irreparable damage will be inflicted on the railways. Yet all
that is being asked is that productivity undertakings for which
pay increases have already been ggg“ for _last vear,/éhould be

delivered. L
—————

4L, In the case of London Transport, it is patently clear that
the strike decision, taken by NUR, is a cynical and opportunistic

move. There is no redundancy threat, the service cuts are minimgl
and are anyway necessary for the long term. London Transport
management have clearly bent over backwards to negotiate reasonably.
However the union 1eadersZ£Bw propese switching the strike issue

to pay. The Union Executive has done this without giving the normal

netice and has brushed aside the normal negotiatimg procedures in its
haste to find any excuse for Jjoining in the damage and disruption.

5. It is therefore nothing short of shameful that the political
leaders of the Greater London Council should be giving explicit
support to this pointless attack on London Transport users.




6. In view of the serious and immediate impact of both these
strikes on London commuters, a series of measures 35%'being taken
by the Metropolitan Police from first thing on Monday morning,
and I think it will be helpful to set these out immediately

so that all the travelling public can make their preparations

in good time.

7. The Metropolitan Police will take exceptional measures to

keep traffic flowing on all main routes, they will provide
emergency car parking on a Jlarge scale, and they intend to suspend
tﬁg'enfBEEement of parking restrictions, and parking meters, in
all side streets, The Metropolitan Police will be giving more
detailed éﬁ?&ance to the travelling public over the next couple

of days.

9. We shall be asking all radio stations to perform their invaluable
service in providing up to date information to help all those

who need to travel.

g . 1If traffic is to be kept moving, and hardship kept to a
minimum, then the public must avoid needless journeys, They should
make early arrangements for sharing their cars, and should do

all they can to sfégger their Jjourneys.

—

10. Employers can help by encouraging their staff to organise
staggered hours and car sharing schemes, and by arranging for
deliveries to be made outside rush hours.




11. The travelling public Mr Speaker, are now under assault

for no good reason whatsoever and the railways now face a disastrous
future, Tens of thousands of workers are being led down dark

and dangerous paths., They would be wise now to do all within

their power to see that these strikes are called off.
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PRI MINISTER cc Lord President

RAIL DISPUTE

I held a meeting today of the Departments immediately concerned -

Transport, Environment, Employment, Home Office, plus Mr Vereker - to
— e — i i —
co-ordinate publicity over the weekend, on the lines required by CCU and

Cabinet. —:

—————

I have also instituted daily meetings from Monday to ensure that the

Government information machine is properly co-ordinated.

The outcome was that we:

1. felt there was a need to raise the Government profile a little

beyond that planned, in view of Government policy for "a massive

publicity campaign";

urged the Secretary of State for Transport and his Ministerieal

team to take every opportunity this weekend to get over the

Government's point of view and the action taken, or the many

measures encouraged, by the Government to help the travelling public;

—

S —
asked the Home Office to ensure that the Metropolitan Police makes

a major effort to get over its traffic arrangements;

S—

ag;ged on the need to demonstrate the Government's firmness of

purpose and its determination that management should run its own

[ —

T

atfairs;.

In more detail we felt it important to bring out the apparent political
—————
nature of the Tube strike; the importance of improving railway efficiency;

and to rebut the Opposifion charge that with more investment all wourld pe

———

sweetness and light.
— ey, |

All these operations will, of course, be conducted against the back-
ground of the industry's prime responsibility for running an efficient
railway and managing its industrial relations.
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Airey Houses

: Motion made, and Question proposed, That this House
do now adjourn.—[Mr. Goodlad.]

Airey Houses

. 10.56 am

Mr. John Heddle (Lichfield and Tamworth): I am

‘. grateful to the House and to you, Mr. Speaker, for giving
" me this opportunity to raise the subject of the sale of Airey
" houses under the right-to-buy provisions of the Housing

Act, and the case of my constituents, Mr. and Mrs.

Abdella, of Lichfield.
_ When I wrote to your office on 16 June, Mr. Speaker,

I asked whether I might have your permission to raise this
' matter. I said that I should like to raise the subject of the
. sale of Airey Houses under the right-to-buy provisions and
\«the case of my constituents, Mr. and Mrs. Abdella. The
- important word “and” is omitted from the Order Paper. 1
| mention that because I wish to raise, for the consideration
' of the Minister, the case of my constituents, Mr. and Mrs.
' Abdella, and the whole principle of the sale of Airey
houses under the right-to-buy provisions.

I am grateful to my hon. Friend the Minister for his

| presence on the Front Bench. He is deputising for his hon.

Friend the Member for Ealing, Acton (Sir G. Young). I
“am particularly grateful to him because he has returned

from a Council of Ministers meeting in Luxembourg to be

present today.
" His presence is a particular pleasure to me because the
| matter that [ wish to raise is of concern not only to 250
f f.Znams and former tenants of properties owned by the
L «Lichfield district and Tamworth borough councils, but, by

" the. mature of the problem, to all right hon. and hon.

qubers Earlier this morning, my hon. Friend the
§ ‘Member for Sowerby (Mr. Thompson) told me that the
¢ problem of the sale of Airey houses under the right-to-buy
4 prcsgi;ions was causing concern in his constituency. I note

: _';’_that y hon. Friend the Member for Watford (Mr. Garel-

" “Jones)who, because of Government duties is mute in such

§ ‘matters, is indicating his opinion in a north-south
direction.

I regret the absence of my hon. Friend the Member for

! Folkestone and Hythe (Sir A. Costain) because he has a

¢ deep and comprehensive knowledge of the construction

" industry in general. I believe that a firm with which his
name was associated was given the responsibility, shortly
after the war, by the then Minister of Housing to erect

| Airey houses in most constituencies in England and
Wales, but not in Scotland.

My hon. Friend the Member for Folkestone and Hythe
has given me a document that describes the Airey system
of construction. The houses were designed by——

It being Eleven o'clock, MR. SPEAKER interrupted the
proceedings, pursuant to Standing Order No. 5 (Friday
Sittings).

Rail Disputes

11 am

The Secretary of State for Transport (Mr. David
Howell): With permission, Mr. Speaker, I should like to
make a statement about strikes on the railways. As the
House knows, the National Union of Railwaymen called

| a full strike by its members on the London underground

281
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Rail Disputes

as from midnight last night and has called a full strike by
its members on British Rail from midnight on Sunday, 27
June.

Neither of those strikes is necessary, nor will they do
anything but damage those who pursue them, hurt the
travelling public grievously and endanger many people’s
livelihoods. In the case of British Rail, irreparable damage
will be inflicted on the railways. Yet all that is being asked
is that productivity undertakings for which pay increases
have already been given for last year, should be delivered.

In the case of London Transport, it is patently clear that
the strike decision taken by NUR is a cynical and
opportunistic move. There is no redundancy threat, the
service cuts are minimal and are anyway necessary for the
long term. London Transport management has clearly bent
over backwards to negotiate reasonably. However, the
union leaders are now switching the strike issue to pay.
The union executive is doing this without giving the
normal notice and has brushed aside the normal
negotiating procedures in its haste to find any excuse for
joining in the damage and disruption. It is, therefore,
nothing short of shameful that the political leaders of the
Greater London Council have given explicit support to this
pointless attack on London Transport users.

In view of the serious and immediate impact of both
these strikes on London commuters, a series of measures
are being taken by the Metropolitan Police from first thing
on Monday morning, and it would perhaps be helpful to
set these out immediately so that all the travelling public
can make their preparations in good time.

The Metropolitan Police will take exceptional measures
to keep traffic flowing on all main routes; emergency car
parking will be provided on a large scale, and the police
will be suspending the enforcement of parking restrictions
and parking meters, in all side streets. The police will be
giving more detailed guidance to the travelling public over
the next couple of days, as will the AA and RAC. The
police in other cities will also take all necessary steps to
cope with the effects on traffic of the British Rail strike.

We shall be asking all radio stations to perform their
invaluable service in providing up-to-date information to
help all those who need to travel.

If traffic is to be kept moving, and hardship kept to a
minimum, the public must avoid needles journeys. They
should make early arrangements for sharing their cars, and
should do all that they can to stagger their journeys.

Employers can help by encouraging their staff to
organise staggered hours and car-sharing schemes, and by
arranging for deliveries to be made outside rush hours.

The travelling public are now under assault for no good
reason and the railways now face a disastrous future. Tens
of thousands of workers are being led down dark and
dangerous paths. They would be wise now to do all within
their power to see that the strikes are called off.

Mr. Albert Booth (Barrow-in-Furness): Does the
Secretary of State realise that the House was expecting
from him a statement about causes and the Government’s
reactions to those, rather than a statement about the
consequences of the dispute? His statement will be seen
as both conplacent and disappointing. A majority of hon.
Members realise that the travelling public are anxious that
the Government should take steps to avert the strike,
instead of merely trying to bring some amelioration from
the tremendous damage that the strike will inevitably do
to the travelling public.

sa0 @7
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Rail Disputes

[Mr. Albert Booth]

Will the Secretary of State confirm that discussions at
ACAS between BR management and unions have revealed
that the gap between the two sides is not so wide as to
prevent a major breakthrough on the outstanding
productivity issues, if only the Government are prepared
to demonstrate to the board a willingness to support it in
bringing forward the 5 per cent. payment towards its due
date?

Will the right hon. Gentleman tell us whether the
board’s inflexible hard line is being dictated by Ministers,
who appear to relish the idea of a long and bitter dispute
with British Rail? Will he acknowledge that the
overwhelming majority of railway workers have
demonstrated a willingness to co-operate in the
development of a good railway service and that they will
back their executive committee to the hilt in the dispute
because they believe that that is the only way of
conducting a claim in the interests of maintaining a proper
public service?

Will the Secretary of State reconsider his decision not
to intervene in the dispute? Will he take up the proper role
of the Government as the representatives of the travelling
public and the railways’ bankers and construct some
genuine tripartite negotiations to avoid a strike, the
consequences of which will not only be immediately
damaging to the travelling public, but may be permanently
damaging to the future of our railway service?

Mr. Howell: I take it from the right hon. Gentleman's
silence on the merits of the strike that he is not prepared
to condemn the appalling damage that is to be inflicted on
the travelling public, the railway industry and its future.

The right hon. Gentleman asks about causes, but he and
the country know what they are. In the case of British Rail,
it is the management’s rightful determination, which
should be supported by all who want to see an efficient
railway, to seek the productivity agreements and
undertakings for which pay increases have already been
accorded and which are now due. In the case of London
Transport, the cause appears to be opportunism to
maximise the chances of trying to strangle London. The
right hon. Gentleman knows those causes.

The right hon. Gentleman asked about intervention by
ACAS. That is an independent body and, like everyone
else, I hope that it will be able to bring home to the parties,
especially the unions, the appalling dangers of the path on
which they are set.

The right hon. Gentleman referred to inflexibility by
British Rail, but in the past few days BR has offered new
arrangements by which some of the productivity
difficulties could be overcome. Those arrangements were
turned down by the union.

The Government and, I think, the board and most
workers in the railway industry want a good and efficient
service. We are committed to that good and efficient
service. Ten major investment projects are being carried
through or approved and another eight are in the pipeline.
That makes nonsense of the claim that there is no
commitment to a good railway system. The question is
whether the unions will allow us to achieve it.

The Government are not prepared to intervene. If it is
a question of intervention, it should be intervention by
those, particularly in the industry, who are in a position
to stop the union executive from leading its members over

282
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a cliff edge. That is the sort of intervention ’the right
hon. Gentleman ought to have been calling for, and I am
sorry that he did not feel it opportune to do so today.

Mr. Terence Higgins (Worthing): Are not the strikes
against the interest of not only railwaymen, but railway
users? As the NUR is apparently throwing agreed
procedures overboard, does my right hon. Friend recall a ¢
phrase once coined by the right hon. Member for Huyton 4
(Sir H. Wilson) who referred to a "
“tightly knit group of politically motivated men"—[Official
Report, 20 June, 1966; Vol. 730, c. 42.]
and should not the members of the NUR and ASLEF wake
up to the dangers that they are facing in relation to jobs |
as a result of the actions of their leaders?

Would it not be rather a good idea if Mr. Buckton and
Mr. Weighell went along this afternoon to Victoria and
Waterloo stations and explained their position to my _
constituents and gave my constituents an opportunity to”
say what they think about the strike?

Mr. Howell: My right hon. Friend makes a good point..
The events have happened only recently and it is not yet_;
possible to disentangle the reasons for the decisions, but |
it cannot be denied that there appear to be no good'
industrial relations reasons for the decision of NUR’s §
London Transport divisions to strike. That point needs to
be made clear, especially to those who are being asked to
support the action.

Commuters will be placed in great difficulty. They<
should be left in no doubt that they are now b#figg" |
challenged by decisions taken by a union execuuve,_,o; 28
people in that union executive, which appear to be b sect |
on political opportunities and have very little to doh%. !
serious industrial relations matters. SNy ¥
J =

Mr. Michael English (Nottingham, West): Is",,he.
Minister’s policy the same as his predecessor's? Does he |
still adhere to the Government’s policy of requiring ip
city services to break even and of subsidising London®
commuters? Could he not give British Rail a bit imore |
money by dropping the subsidy to the prosperous London -3
middle classes?

The policy has been pursued by 3
successive Governments and is broadly correct. It is that 3

Mr. Howell:

the inter-city and freight services should aim at %
profitability—although I am afraid that it is not there at the §|
moment—and that commuter services, rural services and 3
socially desirable services should be supported by the
taxpayer. L
Although one would never believe it from some ol the
remarks made by Opposition Members and by critics of the
Government, the Government have supported, and are
supporting, the rail system, through social grant, at a
higher level in real terms than ever before in its history.
Last year I approved, and this year I continued to approve,
a level of social grant up to £100 million higher, in real
terms, than in 1980. That is what the Government wish to
do. Whether the unions, through their foolish actions,
challenge that purpose and make it impossible to proceed
on that course is a question that will have to be resolved
over the next few weeks.

Mr. John G. Blackburn (Dudley, West): Will my
right hon. Friend accept the congratulations of the House
on the Government's policy in giving more money in
subsidy to British Rail than has been given by any other




TOTAL COMES ..JoFan.
SECRET

corYy H&.."_""im"m eavey

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 3301
SWITCHBOARD 01-212 7676

25 June 1982

Secretary of State for Industry
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Prime Minister P Manss
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Vesr Tihaol,

POSSIBLE EFFECT ON INDUSTRY OF A PROLONGED RAIL SHUTDOWN

My Secretary of State has considered further, in the light of the
Prime Minister's meeting on Monday, the possible effect of a
prolonged rail shutdown on the industries for which he is
responsible, and whether any further contingency planning would
be justified at this stage.

2 In the case of most products the proportion which travels by
rail is low. Generally the overall impact of a prolonged rail
strike is unlikely to be too serious unless workers in other
industries refuse to co-operate eg in switching goods to road
transport. But oil supplies may be a problem, particularly in
the Thames Valley, cumbria, the Midlands and SOQLQ_ESEKShiPe;
and thisTof course could adversely affect industry.

3 As regards particular potential problem areas, my letter of
18 June described the position with respect to BSC, British
Leyland, the Post Office and British Shipbuilders. As regards
the private sector, officials have been asked to make enquiries
of those industries which seem most likely to be vulnerable,
though this needs to be done in a fairly discreet fashion to
avoid any possible suggestion that the Government is nervous of
the consequences of a prolonged dispute. At present possible
problem areas seem most likely to be industrial gases and some
other parts of the chemical industry - though even in these cases
no serious difficulties are seen in the first few weeks.
Off'icials at DHSS have told us that while a lengthy rail strike
might embarass a few companies in the pharmaceutical industry
(which I uhderstand was of particular concern to the Prime
Minister), mainly in relation to the transport of raw materials,
the industry as a whole is unlikely to be seriously affected.




We will aim to let you have any further or more precise
information we receive in the course of next week.

4 As regards further contingency planning, standing contingency
plans exist under which the Business Statisties Office (BSO) can
conduct a telephone survey of firms on a weekly basis to monitor
the effect of a strike (once it has started) or other emergency.
This procedure involves a considerable diversion of effort from
the BSO's normal activities, and there is a period of about 10
days between a decis*a“ to institute it and the availability of
the first set of results. My Secretary of State does not think
that we should take such a decision now, but will keep the
possibility of doing so under review.

L
c
O

5 I am J_nh1ng -gﬂ:n 1 >tter to the Private Secretaries
to the Home Se y h 1 1or of the Exchequery the
Secretaries of )] d Transport, Energy,
Employment, H h d ial Hf John Sparrow and Sir
Robert Armstrong.
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INDUSTRIAL ACTION ON THE RAILWAYS: LAY-OFF

My minute attached reports on the further consideration which

has now been given to the legal aspects of industrial action

on the railways. In this minute, which has been given a more
restricted circulation, I report on my discussions with the
Secretaries of State for Employment and Transport and the

Attorney General about the extent to which legislation on lay-off

might be relevant to the rail dispute.

——

2. Although ofher variants are theoretically possible, the two
main variants of legislation providing for lay-off which have
been thought worth serious consideration, and which have already

been drafted, on a contingency basis, are as follows:

a Bill providing that in a situation designated by the
Secretary of State where industrial action was taking
place or likely to take place affecting a substantial
number of employers and employees (ie. iﬁ—practice a
national emergency) the Secretary of State could by Order

provide that any employer (ie not just the employer whose

workers were on strike) could lay off employees whose work

was affected to any extent, either directly or indirectly

by specified industrial action;

a Bill providing that in all circumstances (ie not just in
a national emergency situation designated by the Secretary

of State) an employer whose employees were taking industrial

action (but not other eﬂgioyers consequentially affected)

could lay off any employees of his own for whom work was

affected to any extent by the industrial action.

am—

1.
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It has been envisaged that the first wvariant (the "national

emergency" variant) might be introduced in a situation like a
il

miners' strike where, in order to ensure the financial survival

of a large number of companies throughout the economy, employers

might be permitted to override their contractual and statutory

e —————
obligations to their employees (white collar workers and other
— et — et
workers covered by guaranteed week agreements) whose work was

affected even though they were willing to work. The second
——

variant (the "own employee" variant) 1s designed to deal on a

— 3 N . . » y " y .

permanent basis with the situation, encountered in the 1981 Civil

——

Service dispute, where selective industrial .action by a few white
3

collar workers can disrupt the work of a large number of their

colleagues, thus imposing considerable costs on the employer at
——
little cost tc

o) unions and their members. The employer
concerned would

h:
be relieved of his contractual and statutory

obligations to his own employees,

3. The circumstances in which such legislation might be most

relevant to the rail dispute would be if, as occurred earlier

—

this year, the bulk of the BRB's employees -~ 1le. the NUR members -

turned up for work but the railways could not operate because of

industrial action by ASLEE. As the attached minute shows, this

contingency is now thought to be very unlikely. On present

evidence the most likely scenario is that from the beginning of

the second week NUR and ASLEF will be on strike, and the BRB will

be obliged to pay only a small proportion of their employees,

(mainly members of the TSSA), and might well want to continue to do
so. It would be difficult to justify legislation on "own employee"
grounds purely for the purposes of relieving the BRB of their

obligation to pay the TSSA's members. It remains for consideration

whether at some stage legislation would be justified on "national
#

emergency" g ids in order to enable other employers and not just
E—

the BRB to y off employees whose work was affected as a result

of industrial action on the railways. At present it seems

unlikely that h a situation would emerge in the early stages of

industrial

already in existence thus provide us with

—

‘hﬁhhhhﬁ
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options which we might want to consider using in suitable circum-

stances. Although at present such circumstances are not foreseen,

et SRR § : . _— - .
we shall need to keep the situation under review.

5. I am sending copies of this minute to ¢t ecretary of State

for Employment, the Attorney Gene ] ir Robert Armstrong.

[ Sosa hy N Ckuattuud;
Saypadt o\ L nhghdtg SOFFREY HOWE
24 June 1982
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Peter Jenkins Esg

Private Secretary to the ok \ndl: Gre ?t(&s
Chancellor of the Exchequer
HM Treasury

Parliament Street

LONDON SW1 20 June 1982

Deqt PE-K(EV/

‘HE RATLWAYS

At the Prime Minister's meefing on Tuesda it was agreed that the Chancellor
and my Secretary o zte shon consider further how to rice maximum power
station oil burn, shou he TOVEe e Mr Lawson's view remains as
eet out in his lette L77Jun Perhaps officials could guickly consider

re
4 11

any alternative ideas yo might have in mind.

As you know, the Chancellor and Mr Lawson agreed this morning on the principle

of compensating the CEGB for the extira coste of mayimising Scottish electricity

imports from the start of the rail strike. We have therefore asked the CEGE

to do this. OQur officials will also need to agree the details of this scheme,
— . R 1.s S v

presumably in a way that combines with any payments for oil-burn.

I am copying this letter to Michael Scholar, Muir Russell, David Wright and
Gerry Spence.

\éﬂjﬂ. eueﬂ/

___g'_\\F

JULIAN WEST
Frivate Secretary
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, R, — Depurtintat
At your meeting on Monday I was asked to explore further, 1in —

Mus 1y (b

consultation with the Attorney General, the Secretaries of
State for Transport and Employment and Mr Sparrow, the extent
of the 1%533_52233521238 on the British Railways Board's (BRB)
room for manoeuvre. You will recall that the point arose in
discussion of Annex C to the Secretary of State for Transport's

e —————
minute to you of 17 June.

2. A total rail strike by the NUR from midnight on Sunday 27 June
still seems probable. The talks which the NUR sought with the

BRB on Tuesday morning made no progress; and the further talks

later that day with all the parties showed no change in the

position of the trade unions. Thus, by the end of this week, ASLEF,

which so far has not called for an all-out strike, will need to

—————a

decide what to do. If they were to decide against participating in

a strike called by the NUR, their members would continue to be paid

onlz if they were to report daily for work, which would mean

crossing NUR picket lines. Moreover, in the event of a gtrike the

BRB may well decide to withdraw their pay offer. The assessment

must therefore be that ASLEF is almost certain to strike from

- . - # - - - -
midnight on Sunday if the NUR persist with thelr strike.

SR
I

e ————————————

3. However, against the possibility that ASLEF might prefer to
leave the NUR in the front line, the BRB have been considering what

' d
their tactics should be. The Board is very concerned to avoid

—

being seen by the general public to be paying ASLEF while the NUR

is on strike,as the 1919 Guaranteed Week Agreement would require

w . - - .
them to do. Their principal concern wlll therefore be to ensure
that ASLEF participate in any strike. But the extent to which the
BRB can force ASLEF's hand is circumsecribed to some extent by the
-

legal position, which they clearly have examined thoroughly and their
e ee——

assessment of which accords with our own.

1.
SECRET AND PERSONAL
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4. The legal position

is as

AND PERSONAL

follows. The BRB's 1919 Guaranteed

which
EF me

Week Agreement
of NUR and ASL

———
standard wagm

bers

r'or

forms

part of the contract of employment
requires the Board to pay guaranteed

per day and 40 hours per week. Thus,

if the BRB were to

union because they

work

val
! L

without pay the members one trade

to do as a result of an all-out

L

ees

strike by other employ

BRB for their guaranteed wages.
S—

individual railwaymen could sue the

Although the BRB will

exploit

=]

such opportunities as the

case
lose

—

the firm legal

3

such an action.

B
The men
basis of ti

rostered for

The positio

could work

1919

ne

laoac
LT D C:"

s, thus

Agrecment

ce

ation to flexible rostering

gives to mount an arguable

to them is that they would very probably

also the Attorney General's view.

15

is more complex.

but demand

8

rosters to be paid on the

for hours even 1f they were

ctively nullifying the productivity

gains. Alternatively,

W———
There would then appe

ar
Suspend
open

they had

alte

been
or native

wrongful dismissal,

dismiss the drivers
be open
dismissal,

extent

nfair

U

the

be three options for the BRB,
e A

could refuse to work new rosters.

viz:-

without pay: the BRB would then be

——
before the

they would almost

courts for wages due, which

that certainly lose

employees could claim unfair and/or

which are discussed below.

the BRB would then
the courts claiming wrongful

to lose to the

without mtice:

again expect e
pay the wages outstanding in respect
or possibly also to unfair

Indus

2 in 111,

an trial Tribunal as

due notice (of up to 12 weeks):

a claim before

open to an Industrial

1

which they might succeed in

————

dismissal,

¢ 1
+he
vlile
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circumstances

—
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reasonable

—

——

unds that their action was
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A test case in the courts might be brought in quite quickly; but

proceedings before an Industrial Tribunal could take some months

———

to resolve.
-_____-II—'—'

6. The BRB's assessment is that faced with suspension ASLEF would

s,

be much more likely to call an all-out strike than to seek redress

through'the courts, If the BRB were to dismiss drivers, ASLEF would

almost certainly go to law,

7. Against that background the tactics which the Board intend to
adopt over the next couple of weeks are as follows. The Board
will not want to move immediately to suspend ASLEF members, if they

e
are not directly involved in the strike, because theywill want to

assess the extent to which the NUR's strike call is being supported;

there are signs in some areas that the membership may not be fully

behind the NUR 1eadershig:in their call for an all-out strike.

But if by the end of next week it is clear that the strike is being

supported by the majority of NUR members, the Board will want so far

gg_possible_ig try to force ASLEF to participate in the strike without

running the risk of legal action. Withdrawal of the pay offer, or

the imposition of flexible rosters, as planned, from 4 July,

might‘Ee appropriate steps.
e

8. We should be ready to raise this with the Board if necessary.

But in general I think we must leave it to them, in the light of

the legal advice which they have, to decide how best to handle the
YIE a_vhey ng G

situation over the next couple of weeks. If however, we seem set for

a prolonged all-out strike on the railways there are two points which

will need to be considered at some stage.

9. First, the Board are considering whether it would be right at

s —g

— . . - .
some point to dismiss the entire railway workforce and to offer to

re-engage them on the basis of a new contract of employment. This

might, for example, offer an opportunity for the Board to withdraw

. T —
from the 1919 Guaranteed Week Agreement or substantially to modify

it. A great deal of further work is required on this, which the
— e,

Board has in hand, T understand that a major legal consideration

. e B h-—‘
relating to the new terms on which the BRB might offer to re-engage

staff is the need for them to act reasonably.
_-'-'“ ——— — _m

i i
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in concluding a
————————
separate deal with the NUR. A condition of such a deal might, for

example, be th NUR members were prepared to substitute for

ASLEF members in driving trains. There seems to be no legal

obstacle, but the Board doubts whether such action would in fact
be feasible for practical and safety reasons. I understand that

they are preparing a detailed paper for the Secretary of State for

Transport. Once he has that, he will want to consider with BRB

—
what ways can be found through the problems.

11. I am sending a copy of this minute_ to the Home Secretary, the
Secretaries of STate for Scotland, Energy, Transport, Industry and

Employment, the Attorney General, Mr Sparrow and Sir Robert Armstrong.

PP-
GEOFFREY HOWE

24 June 1982

i Se.e..u hg Da Uau.t!ltwi
Sé}u.a VAR aﬁsh41iz




DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SW1P/3EB

01-212 3434

Willie Rickett Esq
Private Secretary to
the Prime Minister
10 Downing Street
LONDON
SW1 2+ June 1982

igg oy Nlie,

It was agreed at Cabinet this morning that my Secretary of
State should make an oral statement in the House tomorrow on
the current industrial action affecting London Transport and
the threatened action on British Rail, I attach a copy of the
proposed statement.

The latest situation is as follows. On LT, the NUR decided
late this afternoon that they were not prepared to accept LT's
offer of a four week cooling off period for the dispute on
service cuts on the London Underground, They have called an
all out strike as from midnight. They have also announced

that they will be on strike over London Transport's pay offer
of 5% plus 2% for productivity as from Monday morning. The
precise motives for suddenly bringing in the pay issue now are
not yet clear. They are obviously connected with the fact that
the NUR Conference begins on Monday morning. The Conference
lasts for a fortnight during which time the 77 delegates, rather
than the Executive Committee, take the decisions for the union.

The pay offer was made last week. Disucssions about it between
LT and the unions were at an early stage and were scheduled to be
continued. No final offer had been made or discussed,

The position on BR's industrial action remains unchanged, save

for ACAS offering to meet all the parties this afternoon. Unless
there are new developments, NUR will come out on an all out strike
as from midnight, Sunday, 27 June. ASLEF have yet to declare
their hand.

I am copying this to the Private Secretaries to the members of
the Cabinet, and the Private Secretaries to the Chief Whip,
Sir Robert Armstrong and Mr Sparrow.

PESCN
S

R A J MAYER
Private Secretary
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PRIME MINISTER

Industrial Affairs

Under Industrial Affairs, the main items for discussion will be:
i the NHS dispute;

ii, industrial action affecting London Transpért and British Rail,

NHS dispute

2 You will wish to invite the Secretarv of State for Social Services to

report on the latest position in the NHS dispute, In addition the Secretary
of State for Employment will be ready to report on picketing by other unions

in support of the NHS unions, and what might be done about that,

3e On picketing the Secretary of State for Employment and the Chancellor
of the Exchequer have been giving urgent consideration to what should be done

about civil servants who engage in this activity in support of NHS unions,

They have commissioned an urgent report on how civil service disciplinary
procedures can be brought to bear most effectively in this situation. Officials,
in the shape of the Group on Industrial Action chaired by the Minister of State,
Treasury, will be reporting to Ministers next week with specific proposals for

consideration,

Railways

L, You will wish to invite the Secretary of State for Transport to report on the

latest position regarding industrial action affecting both London Transport and
British Rail, In addition the Home Secretary will be ready to give an oral report

on contingency plans following his meeting of the Civil Contingencies Unit at

Ministerial level this afternoon,




SECRET

e You should also be receiving thisg evening two minutes from the Chancellor
of the Exchequer about the legal aspects of the British Rail dispute, following
the remit you gave him at your informal meeting on Monday. One of these minutes,

which has been given a very restricted circulation, discusses the relevance of

legislation on lay-off to the BR situation., These matters, and particularly

lay-off, are probably better pursued by you and the Ministers directly concerned

rather than in Cabinet.

ROBERT ARMSTRONG

23 June 1982

SECRET
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The Railways

Together with my Department of Transport and CPRS colleagues,
1 had another meeting first thing this morning with Peter Parker,
Jim Urquart, and Sidney Hoggart (Deputy Director of Industrial
Relations). The intention of this meeting was to clarify the
remaining legal and the financial issues, following yesterday's
meetings (which I have recorded in a separate note), but we did of

course also cover the general picture.

The negotiations

Today's Financial Times story is broadly correct, except that

Urquart vehemently denies that he gavean9 indication at all of

willingness to bring forward the pay settlement date. The new
feature about yesterday's talks with the unions was the unexpectedly
conciliatory tone adopted by both NUR and ASLEF. Either, having
been driven to the precipice, they have decided they do not like

what they see; or, they are playing a totally cynical public
relations game, British Rail appear to have acted quite
constructively, without giving away the basis of their position on
productivity. Their proposal that flexible rostering be introduced
as an experiment in a number of regions would establish the principle,
and break through the ASLEF barrier of total refusal to make
progress on it; and the suggestion to run the Bedford/St. Pancras
route on the basis of single-manning as far as St. Albans, and
thereafter on the basis that NUR wants, would also achieve the
lion's share of British Rail's objective. But the unions did no
more than undertake to consult further and possibly seek further
discussions with the Board, and no progress has been made with the
NUR over single-manning of freight trains fully fitted with

automatic brakes.

CONFIDENTIAL
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among the parties over the next few days, possibly at some stage

We must expect therefore that there will be intensive discussions
involving ACAS again; at this stage it still looks . likely that
NUR will strike next week, but all hope of a settlement has not yet

been abandoned.

Workforce Attitudes

We have been pressing British Rail for some time now through a
number of channels to make serious efforts to persuade their workforce
of the benefits to them of the proposed productivity changes, and
of the risks to the industry of industrial action; and we have also
encouraged British Rail to get some feed-back of workforce attitudes.
We were assured this morning that a major effort is being made by
management at all levels, and that this may be having some effect.
British Rail believe that ASLEF members will always respond to
instructions from their leadership; but that the majority of
NUR members do not want a strike, and might bring pressure to bear
for a settlement. We were shown a copy of a further letter that
Peter Parker will issue to all employees tomorrow, which contains
some fairly blunt statements about the position. Some of these,
we pointed out, were perhaps unwise, notably the statement that there

would be no pay rise (rather than that the pay offer would ‘be

withdrawn) if there was a strike, and the indication that British

Rail might not be able to pay wages to those willing to work normally
after more than one week if the railways were not working. The
Board have commissioned some continuing opinion-sampling among the
workforce, the existence and results of which they are proposing

to keep highly confidential (I may be able to find out more of this
from Tommy Thompson of ORC, who is I think doing it). We discussed
the possibility of a management ballot being conducted at the point
at which the information available to the Board showed that it would
have the right results. We agreed that there would need to be
continuing liaison between the Department of Transport's Information
Division and the British Rail Head of Public Relations (Grant)

if a strike happens.

CONFIDENTIAL / Legal Implications
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Legal Implications

We confirmed that the legal advice available to the Government
was consistent with the legal advice given to British Rail over the
basis for enforcing flexible rg@sters. The British Rail Board
are, however, more willing than Ministers to contemplate fighting
this legal battle, if necessary, because they believe that the
public would not stand for their sitting idly by while ASLEF
collected their pay packets for doing nothing if NUR were on strike,
However , they share our assessment that ASLEF members will not

in the event be prepared to cross NUR picket lines.

Financial Aspects

With the authority of the conclusion the Ministerial discussion
on Monday, we confirmed to the Board that in the event of the
railways not running, the PSO grant would be withheld, and that
the Government would meet its obligations to prevent British Rail
going bankrupt by p€emikting extra short-term borrowing. Peter Parker
simply responded that there would need to be further study of the
propriety of British Rail increasing its short-term debt in order

to meet wage and salary bills, if it had already run out of cash.

Running the Railways without ASLEF

Ministers have often shown themselves attracted to the
possibility of a separate settlement with NUR, followed by a
resumption of operations without ASLEF members. We asked the Board
for their reactions to it, and, frankly, they fell about laughing.
There are no NUR drivers on the Southern Region, apart from two or
three at Southend. It would be impossible to devise any kind of
wyeM Wb evar coherently net-worked service for the remainder of

the country. The scale of risks in accelerated training, or

use of supervisors would be enormous. Nonetheless, we asked

them to study the possibilities carefully - I mentioned, for

CONFIDENTIAL / instance,
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instance, the possibility of merely keeping the essential services,

such as the coal merry-go-rounds and nuclear waste disposal, going -

and they are probably being a little over-cautious in their first

reaction to a suggestion that has not hitherto occurred to them.

J. M. M. VEREKER

23 June, 1982.

CONFIDENTIAL
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10 DOWNING STREET

From the Private Secretary 22 June 1982

THE RAILWAY DISPUTE

The Prime Minister held a meeting this morning at 11.00 am
to discuss your Secretary of State's minute to her of 17 June;
the minutes of 10 and 18 June from the Chancellor of the Exchequer;
the letter of 17 June from the Secretary of State for Energy to
the Chancellor of the Exchequer; the letter of 18 June to me from
the Private Secretary to the Secretary of State for Energy; and
Mr. Gregson's minute to me of 11 June. Those present were the
Home Secretary, the Chancellor of the Exchequer, the Secretaries
of State for Industry, Energy, Transport and Employment, the
Attorney General, Mr. Sparrow (CPRS), Sir Robert Armstrong and
Mr. Gregson (Cabinet Office).

Your Secretary of State said that the British Railways Board
(BRB) would be meeting the trades unions tomorrow (22 June). But
the chances of making progress seemed slim. The threat by the
National Union of Railwaymen (NUR) to strike from midnight on
27 June had not been withdrawn, although the NUR were clearly
becoming increasingly uncomfortable at being in the front line and
it was, therefore, possible that the decision to call an all-out
strike might be referred to their annual conference, which would
begin on 28 June and last for two weeks. In those circumstances
the start of the strike, which the BRB thought inevitable, would
probably be delayed until 4 July, when flexible rosters were to be
introduced. Copies of a letter from the Chairman of the BRB had
already been sent to each member of the workforce setting out the
improvements in productivity which the BRB was seeking, the benefits
for the men as well as the railway and the implications of a strike.
The BRB would be writing again to the workforce later this week to
emphasise that staff who reported for work and as a consequence were
expelled from their trade union, would not be sacked despite the
BRB's closed shop agreement.

As regards London Transport (LT), the management thought that
the industrial action taking place that day would gradually diminish
throughout the week and that the chances of simultaneous industrial
action on LT and BR were not very great, But the situation was
changing rapidly. There was evidence of attempts to coordinate
industrial action on BR and LT and the possibility that they would
succeed clearly could not be ruled out.

SECRET AND PERSONAL / The following
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The following were the main points made in discussion:

¥, The contingency and other planning undertaken so far
had been on the assumption that there would not be simultaneous
industrial action on BR and LT. In the light of recent develop-
ments, officials should therefore consider urgently the steps
that might need to be taken in London to deal with the conse-
quences of simultaneous all-out strikes on BR and LT in time
for the matter to be considered by the Civil Contingencies
Unit at Ministerial level on Wednesday;

: B It should be made clear to the BRB that it would be
most undesirable for them to conclude a separate settlement
with the NUR, unless this could be on condition that NUR members
drove trains thus allowing key services to be maintained.

Basic training might take only about 5 - 6 weeks. In any case,
about 10 per cent of train drivers were already NUR members.

A separate pay deal with the NUR with no such strings attached,
which meant that the railway remained closed down because of
continuing industrial action by ASLEF, would greatly increase
the costs of a strike. However, it was far from certain that
the NUR, or the trades unions in other industries, would be
prepared to cooperate. The point should also be made to the
BRB that the only acceptable outcome to a strike would be the
resolution of all the outstanding productivity improvements;

111, It was possible that the NUR might have second thoughts
about precipitating a national rail strike. If they did and
their members were to report for work, the BRB would seem to

have no option under the 1919 guaranteed week Agreement but to parv
them even if there was no work for them. Similarly, if ASLEF
members were to express themselves willing to operate the
existing rosters the BRB would appear to have no legal grounds

on which to lay them off. Primary legislation would be
required to relieve the BRB of their obligations under that
agreement . If the BRB were to decide to lay off staff who had
no work to do because of the industrial action of others or to
suspend ASLEF members for refusing to work flexible rosters, the
trades unions could seek redress through the Courts, although the
BRB thought that there was little chance of them doing S0;

iv, In the event of a prolonged, all-out strike, the
Government would have little choice but to increase the BRB's
temporary borrowing limit to the extent required to meet their
inescapable financial commitments. The BRB's financial position
would need to be monitored regularly. It should also be made
clear to the BRB that the increased borrowing would have to be
repaid as soon as possible, from faster asset sales; and

V. The National Coal Board (NCB) thought that the miners
would cooperate fully in maximising coal deliveries by road to the
power stations during a rail strike, but that their cooperation
would be withdrawn if power station oilburn were immediately to be |
maximised. In these circumstances the best course might be to

/ delay
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delay a decision on oilburn until after the NUM Annual Conference.
Little, if anything, would be lost by doing so. But the

export of power from Scotland and the delivery of coal by
waterway as well as road should be maximised as soon as a

rail strike began.

The Prime Minister, summing up the discussion, said that it was
most unsatisfactory that legal constraints on the BRB's freedom of
action in relation to flexible rostering had emerged at this late
stage. 1t would be vital to retain public support for a tough
management line and for achieving the change of climate sought by the
BRE. It was agreed that BRB's temporary borrowing limit could be
increased to the minimum extent required™to accommodate their
inescapable financial commitments, the increased borrowing to be
repaid as soon as possible from further accelerated asset sales.
The Public Service obligation grant should be withdrawn as soon as
a strike began. The Chancellor of the Exchequer, in consulation
with the Secretaries of State for Transport and Employment, the
Attorney General and the Head of the CPRS should urgently consider
whether the legal position was as had been suggested and, if so,
whether ways could be devised of circumventing the problems which
had emerged. The Home Secretary should arrange for the Civil
Contingencies Unit to consider urgently the chances of simultaneous
all-out strikes on BR and LT and the steps that might need to be
taken in London to cope with such a situation. A decision on
maximising power station oilburn should be deferred until after the
NUM annual conference. Other steps to conserve power station coal
stocks - principally the export of maximum power from Scotland -
should be taken immediately a rail strike began. The Chancellor
of the Exchequer and the Secretary of State for Energy should
consider further the basis on which maximum power station oilburn
would be financed, should it prove necessary. Officials should
review the impact on industry to clarify whether any further
contingency planning might be necessary or worthwhile.

I am sending copies of this letter to the Private Secretaries
to the Home Secretary, the Chancellor of the Exchequer, the Secretaries
of State for Industry, Energy, Employment, Scotland and Defence,
the Attorney General, Mr. Sparrow (CPRS), and Sir Robert Armstrong
(Cabinet Office). I should be grateful if you and they would ensure
that it is circulated within Departments only to those who really
need to see it.

Yo h'nvw*“«'«’ )

: lor
A.J. Mayer, Esq., MAt e L Scho
Department of Transport. s e e
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Mr M Scholar

With the compliments of

)
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P L GREGSON

21.6.82

70 Whitehall, London SW1A 2AS
Telephone 01 233 8339
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DRAFT LETTER FOR MICHAEL SCHOLAR TO SEND TO A J MAYER, DEPARTMENT OF TRANSPORT

COALAND THE RATILWAYY DvsPuit

The Prime Minister held a meeting this morning at 11,00am to discuss your
Secretary of State's minute to her of 17 June; the minutes of 10 and 18

June from the Chancellor of the Exchequer; +the letter of 17 June from the
Secretary of State for Energy to the Chancellor of the Exchequer; the letter
of 18 June to me from the Private Secretary to the-Secretary of State for
Energy; and Mr Gregson's minute to me of 11 June. Those present were the
Home Secretary, the Chancellor of the Exchequer, the Secretaries of State for
Industry, Energy, Transport and Employment, the Attorney General, Mr Sparrow

(CPRS), Sir Robert Armstrong and Mr Gregson (Cabinet Office).

Your Secretary of State said that the British Railways Board (BRB) would be
meeting the trades unions tomorrow (22 June). But the chances of making
progress seemed slim, The threat by the National Union of Railwaymen (NUR)
to strike from midnight on 27 June had not been withdrawn, although the
NUR were clearly becoming increasingly uncomfortable at being in the front
line and it was, therefore, possible that the decision to call an all-out
strike might be referred to their annual conference, which would begin on
28 June and last for two weeks., In thosecircumstances the start of the
strike, which the BRB thought inevitable, would probably be delayed until
4 July, when flexible rosters were to be introduced, Copies of a letter
from the Chairman of the BRB had already been sent to each member of the
workforce setting out the improvemente in productivity which the BRB was
seeking, the benefits for the men as well as the railway and the implications
of a strike, The BRB would be writing again to the workforce later this

1
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week to emphasise that staff who reported for work and as a consequence were
expelled from their trade union, would not be sacked despite the BRB's

closed shop agreement,

As regards London Transport (LT), the management thought that the industrial

action taking place that day would gradually diminish throughout the week

and that the chances of simultaneous industrial action on LT and BR were not
very great., But the situation was changing rapidly. There was evidence of
attempts to coordinate industrial action on BR and LT and the possibility that

they would succeed clearly could not be ruled out,

The following were the main points made in discussion:

is the contingency and other planning undertaken so far had been

on the assumption that there would not be simultaneous industrial

action on BR and LT, In the light of recent developments, officials
should therefore consider urgently the steps that might need to be taken
in London to deal with the consequences of simultaneous all-out strikes
on BR and LT in time for the matter to be considered by the Civil

Contingencies Unit at Ministerial level on Wednesday;

id, tt-was-argued-that it should be made clear to the BRB that it
would be most undesirable for them to conclude a separate settlement
with the NUR, unless this could be on condition that NUR members drove
trains thus allowing key services to be maintained. Basic training

i
w;uid take only about 5-6 weeks, In any case, about 10 per cent of
train drivers were already NUR members. A separate pay deal with the
NUR with no such strings attached, which meant that the railway remained
closed down because of continuing industrial action by ASLEF, would

2
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greatly increase the costs of a stpike., However, it was far from

certain that the NUR, or the tréﬁes unions in other industries, would

s S
be prepared to cooperate., /JThe point might also be made to the BRB

that the only acceptablefoutcome to a strike would be the resolution

of all the outstanding productivity improvements;

iii, it was possible that the NUR might have second thoughts about
precipitating a national rail strike. If they did and their members
were to report for work, the BRB would seem to have no option under

the 1919 guaranteed week Agreement but‘to pay them even if there was

no work for them, Similarly, if ASLEF members were to express themselves
willing to operate the existing rosters the BRB would appear to have no
legal grounds on which to lay them off, Primary legislation would be
required to relieve the BRB of their obligations under that agreement,
If the BRB were to decide to lay off staff who had no work to do because
of the industrial action of others or to suspend ASLEF members for
refusing to work flexible rosters, the trades unions could seek

redress through the Courts, although the BRR thought that there was

little chance of them doing so;

iv, in the event of a prolonged, all-out strike, the Government would
have little choice but to increase the BRB's temporary borrowing limit
to the extent required to meet their inescapable financial commitments,
The BRB's financial position would need to be monitored regularly, It
should also be made clear to the BRB that the increased borrowing would

a> ioen &5 Pesible,
have to be repaid inmdue-course from faster asset sales; and

v. the National Coal Board (NCB) thought that the miners would
cooperate fully in maximising coal deliveries by road to the power
3
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stations during a rail strike, but that their cooperation would be
withdrawn if power station oilburn were immediately to be maximised,

In these circumstances the best course might be to delay a decision
NVM
on oilburn until after the National Union of Mlneworkers' Annual

Conference, Little, if anything, would be lost by doing so. But the
export of power from Scotland and the delivery of coal by waterway as

well as road should be maximised as soon as a rail strike began.

The Prime Minister, summing up the discussion, said that it was most
hoat
unsatisfactory for-the legal constraints on the BRB's freedom of d.C't].OIJ
b i |
Iy !} ‘ LT i :
\ NN rleatlon to flexible rosterlng}o emerge/ at this late stage., The Iff-’-‘--'- ’
(b W agend \\ e
< P BRE ¢ Bh&nces—of retaiming pubhc support for a tough management line and for
M . ] (it ey )
fomperny byt ach19v1ng the change of chmate sought by the BHBUJou-kl-be—gnoa:uy

'3
diminished were-it—to -emmrge} that the Board's intended-eourse~of-action-was

—

unlawful./ The Chancellor of the Exchequer, in consultation with the

;J"- Secretarles of Slate for Transport and Employment, the Attormey General

1\‘.,5..:{(“} bo uwomms
' s r.zmd the Head of the CPRS should urgently consider whether the legal position

v \a-lf\vﬂ-»r M bz

[,\M.‘..;A uaa«mkwnh,iwas as Ltho_m suggested and, if so, whether ways could be devised of

M Vit rtinse j'circu.mventing the problems which had emerged. The Home Secretary should

borvann h“"fMJ fﬁ arrange for the Civil Contingencies Unit to consider urgently the chances

As I mh 1!05\ k\k

¥ iy of simultaneous all-out strikes on BR and LT and the steps that might need
[Matub.iafﬁw
srcek solus . to be taken in London to cope with such a situation., Minisers-were.agreed

N Mble b-h.artA decision on maximising power station oilburn should be deferred until
S e\,u'jx'n'm after the NUM annual conference, preovided-that the NEB-was—cltear-thai-the
Gl Shawdd Aduiners.would-eooperate-in-maximising-ecoal-detiveries—hy-road, Other steps

A hdymmin, &8 S

to conserve power station coal stocks - principally the export of maximum
P & Shaluw 9‘-3;\-””

power from Scotland - should be taken immediately a rail strike began,

The Chancellor of the Exchequer and the Secretary of State for Energy should

congider further the basis on which maximum power station oilburn would be

financed, should it prove necessary., Minisiews.noted that the impaci.of.a
Iy
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rail strike on the Tinances—of-the British Siteel Corporation would not be
as. bad -as-had-beenr-expeeted, O0fficials should review the impact on other
industries to clarify whether any further contingency planning might be

necessary or worthwhile,

I am sending copies of this letter to the Private Secretaries to the Home
Secretary, the Chancellor of the Exchequer, the Secretanes of State for Industry,
Energy, Employment, Scotland and Defence, the Attorney General, Mr Sparrow

(CPRS) and Sir Robert Armstrong (Cab inet Office), I should be grateful if

you and they would ensure that it is circulated within Departments only

to those who really need to see it.
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British Rail

Yesterday's Meﬁgiﬂglof Ministers did take the decisions that
were needed on the ¥wet aspects of the forthcoming strike: to
stop the PSO grant, to authorise increased short-term borrowing,
and to postpone the increased oil burn for a period of two weeks
to see to what extent the NUM would be prepared to co-operate

in accelerated road deliveries of coal.

But Ministers also went off - largely at the Prime Minister's

insistence - on two unexpected tangents:

(i) Mr. Whitelaw was given a remit to examine urgently our
ability to cope with extended simultaneous industrial action on
the railways and the tubes, in the light of the unexpectedly
thorough disruption of the underground this week. Accordingly
there will be a meeting of the Civil Contingencies Unit under
the Home Secretary's chairmanship tomorrow afternoon, which I
will attend.

(ii) The Chancellor was told to investigate whether BR would be
on a sound legal basis if they were to impose flexible rosters

on ASLEF, given the existence of the 1919 agreement guaranteeing
a 40 hour week. I have been engaged in discussions most of today
on that point, the outcome of which will be a note from the
Chancellor to the Prime Minister in time for Cabinet on Thursday.
In short, the unions could claim breach of contract under common
law, against which British Rail would have no adequate defence
since they would have altered drivers' terms of service without
their agreement; but BR could move to dismiss those who refused
to work the new rosters, and provided they had given reasonable
notice - about 12 weeks - they could mount a defence on the
grounds that the new rosters did in fact represent reasonable
terms of service, since they had already successfully argued

to the RSNT that they would in fact benefit the drivers. But

there would be no certainty of the outcome,

/ 1 have been
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I have been arguing that at some point it will be necessary
for BR to give notice of intention to withdraw altogether from
the 1919 agreement, and this may well prove to be part of the
outcome of the strike. The latest position on the strike itself
is that neither BR nor the NUR made any significant move today,
and the strike is expected to start at the beginning of next week,.
It is highly unlikely that ASLEF will be prepared to cross NUR
picket lines in order to sit idly for eight hours and thus earn
their pay packets, so both ASLEF and the NUR will probably be

out at the same time.

John Vereker

22 June 1982
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PRIME MINISTER

INDUSTRIAL ACTION ON THE RAILWAYS

The BR Board have been luckier than they deserve: the
unions have played into their hands by forcing the pace, and
there will now probably be the kind of strike which both we and
the Board can best sustain - soon, with the railways completely
closed, and at least two of the three main unions not being paid.
But it is still a dangerous situation. We have no recent
experience of the effects of an extended closure of the railways.
And no strike has a predictable outcome. So we must not let the
unions (or the Board) turn it into a dispute with the Government:
Mr. Howell is absolutely right to conclude that we must leave the
Board to handle it.

This means that there are only a limited number of decisions
for Ministers. There is no point in trying to settle negotiating
limits, or the shape of a settlement package: experience of the

ASLEF dispute earlier this year, and of discussions with the

Board leading up to their conditional 5% offer, shows clearly

that the Board will pursue its own tactics and objectives anyway.

Ministers need at this stage to decide only:

whether they are still prepared to contemplate a
long closure (because if they are not this is the

last chance to say so);

when to start maximum oil burn in order to preserve

coal stocks;

whether and if so how they will keep BR solvent

during the strike; and

what public stance they will adopt in the run up
to and during the strike.
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Are we still prepared to contemplate a long closure?

There are three arguments against, which your colleagues

may raise:

That the likely cost to other public sector
industries, summarised in the Chancellor's

note of 10 June, is too high. The two dominant
elements are extra oil burn, and foregone steel
production. The extra oil burn could possibly
be reduced (see below), but anyway we should
fight one battle at a time, and not give up
this one for fear of the miners. BSC ought to

be able to find a cheaper way of coping with

a long strike: Mr. Jenkin will no doubt report

on that.

That the unions will gang up in a confrontation
against the Government. It is true that there
are some signs (e.g. the miners supporting NHS
workers) of the unions getting their act together.
But the triple alliance shows no sign of life,

and the holiday season is an unlikely time for
other union members to come out in substantial
support of the railway workers. Running away
from union threats now is likely to encourage

confrontation later in the year.

That we can't see how it will end. True: but
the paper at Annex A to Mr. Howell's note

(based on a draft by officials, not by the
Board, after our meeting with Sir Peter Parker
and his colleagues) is a start. The ingredients
for a settlement - 5% plus productivity payments
in return for agreement on the productivity

issues - are there.

/So these




So these arguments are not convincing. And the case for
sustaining the strike is simple. Without it, BR will have to
continue to award higher annual pay increases while getting
back no offsetting efficiency and productivity savings. The
PSO grant and the EFL will continue to increase inexorably,
and the service will continue to decline. A strike which is
settled on the basis of delivery of more efficient working
practices could be a turning point for BR, leading towards
lower losses and a better service. (Ferdie Mount wholeheartedly

agrees with this assessment.)

2. Do we start maximum oil burn immediately?

Yes, ideally, to maintain our insurance policy against the
miners. But it is expensive, and one possibility would be to
delay oil burn for two weeks so as to see how much coal was
getting through by road, and how long the strike looked set to
last. Some of the cost can be passed on to the consumer,
ultimately.

Financial

There is little choice. Previous Ministerial commitments
prevent us from allowing BR to go bankrupt. Forced asset sales
could not realise much in time. After a few weeks BR will need
cash (the table at the foot of page 1 of Annex B summarises
the situation). It is clearly preferable to allow them further
short term (1 year) borrowing, rather than to pay the PSO grant
when the railways are closed. Loans do at least have to be

repaid, and the Board, the unions and the public will all know it.

I would expect the unions - with covert encouragement from
the Board - to try to extract a Government commitment to new
investment (notably for East Coast electrification) as part of
the settlement price. We should keep an open mind on this: if
the other ingredients were fully satisfactory, Alan Walters would

not rule it out - it could show quite a good return.

/4. The Government's
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The Government's Public Stance

You established the right starting point in the House
yesterday: the Government will not intervene to stop the
strike. As we get into it, we can help bring about a
satisfactory settlement - which will depend on the public
putting up with extended inconvenience - by developing this
a little. But we must not be led into overt support for the
Board's tactics. It would, for instance, be quite appropriate
for Ministers to remind the public of the enormous and increasing
cost of running the railways, of the hopelessness of achieving
a better service without major improvements in efficiency, and
in general terms of the inability of any employer to offer pay
rise after pay rise with nothing in return. It would be quite
wrong to endorse the 5% offer or the list of productivity

objectives, given the Board's constantly shifting position.

18 June 1982
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PRIME MINISTER

The Railways

INTRODUCTTON

The papers for your meeting on Monday at 11,00 am are as follows:
the Secretary of State for Transport's minute to you of 17 June;
il the Chancellor of the Exchequer's minute to you of 18 June;

these deal with a variety of questions of policy and tactics relating to the

handling of a rail strike;
iii. the Chancellor of the Exchequer's minute to you of 10 June;

the Secretary of State for Energy's letter of 17 June to the

Chancellor of the Exchequer;
my minute of 11 June to Mr Scholar; and
the letter of 18 June from the office of the Secretary of State for Industry;

these four papers deal with the industrial costs of a rail dispute, particularly
the costs of oilburn and the impact on the finances of the British Steel Corporation
(BSC).

MAIN ISSUES

2 The main issues for discussion seem to be as follows:

I the handling of a strike and, in particular, whether further work should
be commissioned from the British Railways Board (BRB) on this or on their
objectives; 1
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ii, the likely impact of a lengthy strike on the finances of the BRB and

what the Government should do about this;

iii., whether maximum power station oilburn etc should begin immediately

a rail strike starts, and who should pay for the costs of maximum oilburn; and

iv. the implications for the finances of BSC,

(i) Objectives, tactics and handling

De The BRB's statement of objectives, which is Annex A to the Secretary of State
for Transport's minute, is, as he says, woolly. As the"Chancellor pointsg out in
his minute of 18 June, there is, as yet, no evidence of a clearly developed tactical
plan for how the BRB intend to handle the strike; the request resulting from your
last meeting on this subject (on 26 May) that the Board should guickly develop its
thinking on tactics and on the minimum acceptable terms for a settlement, has
produced little result., The Secretary of State for Transport is however probably
right to suggest that it will not be possible to get more clarity from the BRB until
the strike has started when the attitudes of the unions and the relative importance
of the various issues will be easier to judge. At that point it will be desirable
to press the Board further on their tactics, principally to ensure that they
themselves have done the necessary thinking and secondly to try and secure early
warning of important developments., In doing so it will be important to make clear

that the Board, not the Government, is in the front line and to avoid any

inclination on the part of the BRB to sidestep their responsibilities‘

(ii) The impact on the BRB's finances

4, As explained in Annex B to the Secretary of State for Transport's minute, the
BRB appear to be obliged to pay the wages of staff laid off by a strike by railway
workers, although the legal position needs to be clarified further, If this is

the case the BRB could run out of funds in 3-6 weeks, unless all the unions were to
strike, which now seems very unlikely, It is for the BRB to decide whether to lay
men off without pay and face legal action; there is no need for the Govermment to
express a view on this, The question for the Government is: whether, and if so,

how, to keep the BRB in funds?

2
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The Secretary of State for Transport concludes:

a, that the Public Service Obligation (PSO! grant of £15,5 million per

week should be withdrawn as soon as a strike begins;

b. that the Government could not permit the BRB to be in a position where

it could not meet its liabilities to creditors; )

¢, that asset sales, however vigorously pursued, could not in practice make

good the BRB's cash flow deficiency within the necessary timescale,

It is unlikely that these conclusions will be contested by other Ministers.

6. The Secretary of State therefore recommends that the BRB's temporary borrowing
limit should be increased by the minimum necessary to allow them to meet inescapable
financial commitments., We understand that the Chancellor agrees that this is the
best course. It would be clear to the unions that the cost of the strike was being
met by the railway, not the Government; and no increase in BRB's EFL would be

required,

(iii) Power station oilburn

Ta The gross cost of maximum power station oilburn is about £30 million per week.
The Chancellor of the Exchequer, in his minute of 10 June, suggests that the
implications of a lower level of o0il burn, or of delaying the start of maximum
oilburn, should be examined. The Secretary of State for Energy in his letter of

17 June argues that maximum oilburn from the start of a rail strike is necessary if

maximum power station coal stocks are to be achieved by November,
3. There seem to be three issues for Ministers, viz:
is maxinum oilburn essential from the start of a rail strike?
if not, what delay (or lower level of oilburn) would be tolerable?

whatever the level of oilburn, who should pay for it?
i,
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9. An assessment of the need for maximum oilburn and its timing depends on the

following four factors:

a, the likely length of the rail strike;
(The BRB's estimate is 2-3 months, )

the likely degree of cooperation from the miners;
(Given that their own pay negotiations will start in the autumn, it would
be prudent to assume only limited cooperation, ie normal rates of coal

deliveries by road etc but no increase,)

the extent to which the CEGB might, notwithstanding (b) above,

clandestinely increase coal deliveries by road etc above normal levels;

every week's delay in starting maximum oilburn during a rail strike
reduces endurance of a miners' strike by about a half week (out of total

planned endurance of a miners' strike of 20 weeks or more),

10. TIn the light of these considerations it seems clear that any significant
reduction of oilburn could undermine the strategy of maximum coal stocks., There is
the option of delaying the start of oilburnm for up to 2 weeks after the beginning of
a strike., This would give a saving of up to £60 million in the event that an early
settlement was reached to the strike but this seems an unlikely contingency. There
might also be presentational considerations in relation to the NUM's attitude to coal
deliveries which the Secretary of State for Energy is exploring further. Subject

to this latter point, the most prudent course, despite the cost, would probably be

to decide on maximum oilburn from the beginning of the strike.

11, Maximum oilburn from the beginning of the strike on 28 June until 1 November

(the assumed critical date for a miners' strike) would cost £540 million gross

(18 weeks at £30 million) and around £360 million net (allowing for normal summer
oilburn). To this would need to be added the cost of oilburn during a miners' strike,
should this materialise, Ministers need to consider whether this should be met from

public expenditure, as the Secretary of State for Energy recommends, or by the

consumer.
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12, The net costs of oilburn are very roughly equivalent to an average increase
in tariffs of 5 per cent applied over a full year. But in practice the operation
of the tariff system means that prices to industrial consumers would rise almost
immediately; whereas the tariff for domestic consumers would not increase for
some time, A decision to pass the full costs on to the consumer might also raise
difficult presentational problems; the full costs would immediately become known,
and the trades unions would no doubt contrast them with the costs of a settlement
of their pay claim. Moreover, since coal stocks are at record levels it would

be difficult to argue (in contrast with a miners' strike) that maximum oilburn was
essential for the maintenance of power supplies and that the consumer could

reasonably be expected to pay for it.
135. Thus, on balance, the Secretary of State for Energy is probably correct to argue
that the costs should be met by the Exchequer., We think it is unlikely that the

Chancellor of the Exchequer will oppose him,

(iii) BSC finances

14, As set out in the letter of 18 June from the Secretary of State for Industry's
Office, the impact of a lengthy rail strike on BSC's finances is now expected to

be much less than described in the Chancellor of the Exchequer's minute of 10 June.
Following further contingency planning, now on the assumption of a lengthy rail
strike, the BSC has concluded that it my be possible to transfer a fair proportion
of its traffic to road, and where this is not the case, steps are already being
taken to build up stocks in advance of a strike., BSC therefore now think that

they will lose very little business during the first month of a rail strike
beginning at the end of June; and that they will be able in August and September to
sustain about 50 per cent of their normal operations, Thus the costs to BSC of a
three month rail strike are now expected to be in the region of £100 - £150 million,
But if a rail strike were to last longer than about 3 months, the impact on BSC's

continuing level of operations, and therefore on their markets and their financial

position, would quickly become much more serious,

HANDLING

15. You will want to invite the Secretary of State for Transport to speak to his

minute of 17 June and to report the latest situation both on British Railways and
5
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on London Transport. I suggest that you might then focus the discussion under the

following headings:

is the need for the BRB to develop quickly a thorough tactical plan for

a lengthy strike;

(The Chancellor of the Exchequer's minute to you of 18 June raises a number of

questions about handling., Some of these, eg the possibility of sacking ASLEF

members, might usefully be examined quickly by officials.)

2 B should the Govermment withhold the PSO grant and support the BRB

financially by the minimum necessary increases in its temporary borrowing

limit?

iii, the timing of power station oilburn, and the question of how the

costs of oilburn are to be met; and

1LV the latest assessment of the impact on BSC's finances.

CONCLUSIONS

16.

You will want to reach conclusions on points i, to iv, above,

P L GREGSON

18 June 1982

6
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Treasury Chambers, Parliament Street, SWIP 3AG

01-233 3000

PRIME MINISTER

THE RAILWAYS

We are meeting on Monday morning to discuss the latest state
of play on the railways. David Howell's minute to you of
17 June suggests that, whether led by the NUR from 27 June

or ASLEF a week later, confrontation is now inevitable.

L The Railways Board have not so far been able to provide
us with a game plan, in the sense of outlining the alternative
possibilities which they see for bringing a dispute with both
the NUR and ASLEF to a satisfactory conclusion. I entirely
endorse David's view that we need something much clearer

than the woolly note by the Board he attaches. I understand
that although the Board see the prospect of compromise with
the NUR sooner or later, at the moment they seem to see no

way out so far as ASLEF is concerned, apart from sacking all

ASLEF members and offering to re-engage any who will accept

the Board's terms. The insight this offers is that yet again

the key to resolving the railways' problems lies in developing
a successful strategy for dealing with ASLEF - which the Board

has not found so far.

3 This, together with the possibility that the NUR may not
be in the lead, seems to me to raise a number of questions
which we should consider on Monday, in addition to those

which David raises.

g, If there is a prospect of a deal with the NUR sooner
or later, will this be impreoved in a situation in which both

the NUR and ASLEF are on strike simultaneously? Could the
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two unions be separated, even at this late stage and at what
price in terms of a separate pay/productivity deal with NUR?
Would these terms be better or worse than those which might
be achieved after a strike has started when positions may
have hardened? If the judgement is that they would be worse,

would it be worth seeking a settlement with the NUR now?

5 One negative factor to be considered in splitting the
NUR from ASLEF is the question of cost. The Board would
require considerably more financial support in a situation

in which only ASLEF were on strike (since services -

and revenue from them - would be eF?ectively stopped

whilst the NUR and other unions had to be paidl. Even more
important would be to know what attitude the NUR would then
take to a continuing ASLEF dispute and the sort of steps
which the Board might want to take to bring it to an end. It
may not be worth deoing a deal with the NUR either before or
after there has been a strike unless that deal includes

NUR agreement to accept and co-operate with any steps the

Board may take to secure continued operation of the railways.

6. As far as ASLEF is concerned, is there any alternative
to the sack and re-engage strategy? What chance of success
will that strategy have? One thing which seems clear is

that if it is to be embarked upon some careful preparation and
planning is needed, and this must now be very urgent. In the
US traffic controllers’ dispute, the President was able to
support similar measures by putting in hand convincing
alternatives. Is it possible to develop such alternatives
for the railways? If urgent and immediate steps were taken,
would it be possible to train a limited number of drivers
(perhaps based on an NUR core) to run at least partial
services, thus increasing the pressure on ASLEF to give in
for the sake of their jobs? If so, which services should be
given priority - key freight loads, commuters - and how many
drivers would be needed to make it worth while? Priority

deployment of limited resources in the way could also help
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minimise some of the wider industrial problems discussed in

the note attached to my minute to you of 10 June.

1 If a strategy like this is the only way of dealing
successfully with ASLEF, how soon should it be put into
operation? If ASLEF strike alone or remain on strike
after a settlement with the NUR, would there be any reason
to delay? It will be important to have public opinion in
support of drastic action against ASLEF and that might be
stronger after at least some days of a strike; but a long

delay would risk extending the dispute into the autumn.

8. It seems to me that we can not necessarily rely on

the Board to take the lead in doing any realistic thinking and
planning on these points. We should put in hand some urgent
work within the government, although of course in close
consultation with the Board. A strike of some kind which
halts the railways now seems inevitable but we cannot go

into it without some view of alternative courses after the
strike begins. Such a view is critical not just in relation

to the railways but also in relation to planning for other

LV
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industries.

P.S. I am copying this minute to the Secretaries of State

for Transport, Industry, Employment, Energy, Defence and to
Sir Robert Armstrong and John Sparrow.
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Secretary of State for Industry
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Michael Scholar Esqg
Private Secretary to the
Prime Minister
10 Downing Street

LONDON
SW1

THE RAILWAYS

In your letter of 14 June, my Secretary of State was asked if he
would enguire about the extent to which the industries for which
he is responsible would be able to use their ingenuity in the
event of a rail strike.

2 The main area of concern was the BSC. Dfficials now advise
that the picture is rather less gloomy than we had earlier been
led to expect. BSC have been doing a great deal of replanning,
and in particular have concentrated on substituting road
transport for rail wherever possible, and building up stocks of
raw materials where there is no practicable alternative to rail
transport. This process is still going on but the current
asgsessment is set out in Annex I.

3 Very broadly, the current outlook is that BSC would lose
relatively little production in the first month of a rail
shutdown, partly because of planned closures over the period from
mid-July to mid-August. Production might be cut back to 50 per
cent of Plan levels during August, and maintained at about 50
percent during September.

4 We have not discussed the costs of a 3 month strike with
BSC, but on the basis outlined above the costs might be £100
million to £150 million, and only if the strike lasted longer
than 3 months would really serious disruption to BSC's business
begin to occur.
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5 Annex II sets out the latest position in the other concerns
for which this Department is responsible. You will see that
this reveals a less gloomy picture than that contained in the
Chancellor of the Excheguer's minute to the Prime Minister of

10 June, which was based on information readily available in the
Department at the time.

6 I should add that this letter has not yet been seen by my
Secretary of State, but it forms the basis on which he is being
briefed for the Prime Minister's meeting on 21 June.

7 I am sending copies of this letter to the Private
Secretaries to the Home Secretary, the Chancellor of the
Exchegquer, the Secretaries of 5tate for Energy, S5cotland,
Transport and Trade, Sir Robert Armstrong and John Sparrow

\r;&J} %&aq&&%ﬂ&jl
Juillon Spomes”

CCPRS).

JONATHAN SPENCER
Private Secretary
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ANNEX II

BL Enguiry of BL now reveals that, following the
disruption to rail traffic earlier this year, they have set up
detailed caontingency arrangements to deal with a complete and
prolonged rail strike. These contingency arrangements cover all
current rail use, including steel supplies and delivery of
finished cars to Europe. BL therefore estimate that a rail
strike of one to three months would have minimal or no effect on
them, unless sympathetic action were taken (eg unions refusing to
allow road traffic to be loaded). It has not been possible to
estimate the cost of the alternative arrangements.

EOSFENEETIEE The Post Office has already made extensive
contingency plans for keeping the mails moving. However, the
extent to which it could contain costs and continue to provide an
alternative service will depend on the degree to which the Post
Office unions cooperate in using alternative means of transport
for the 70% of mail normally carried by rail.

With union cooperation (which cannot be guaranteed, but was
forthcoming in the ASLEF dispute and which the Chairman is
optimistic about securing this time round) the Post Office could
probably contain the effects of a one month stoppage by using
alternative means of transport though there would be some
deterioration in quality of service for first class mail. Over
a three month period the cost of providing an alternative mode of
transport might be some £20m even allowing for possible
compensation from British Rail under the terms of the mail
contract; and service quality could deteriorate more seriously
for first class mail.

Were the Post Office not able to send mail currently sent by rail
by other means, the total cost of the strike could be much
higher, perhaps as much as £100m over a three month period.
However, this would depend on the extent to which the Post Office
could cut its wages costs by sending home those who declined to
cooperate in finding alternative means of transporting mail.

It is difficult to see how the above costs could be alleviated to
any substantial degree, since in the case of union cooperation
they would arise from the use of alternative means of transport,
and in the case of non-cooperation revenue would drop
considerably as a result of no service for the 70% normally
transported by rail.
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BRITISH SHIPBUILDERS On the very worst assumption, that
alternative steel supplies are not obtained and BS activity
ceased, the costs could be about £50m per month (the phrase in
the Chancellor's minute of 10 June "would not be less than" is
too firm and pessimistic).

It is also worth noting that BS calculated the cash effect of the

three month Steel Strike in 1880 to be £21m. A direct
comparison between 1980 and 1982 cannot be drawn because the BS's
1980 considerable underutilisation of capacity has now been
corrected and a disruption to supplies might now have a more
pronounced effect.

As for action to alleviate the consegquences, this is being
considered by BS but it is not yet clear to what extent they will
be able to mitigate the worst effect of a prolonged strike.

Department of Industry
Ashdown House
123 Victoria Street

18 June 1982
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THE CRISIS IN BRITISH RAI

It is very im nt during this debate to direct attention
firmlv towards the fail of DOOth NUR and ASLEF to honour the product-
-1V1ity agreements 1 last year - for which they have already
been paid. '

l. Strike Threat

The National Union of Railwaymen has called for an indefinite
strike by its members from midnight on Sunday 27th June. The NUR
says the strike will go ahead unless the BR Board increases the pay
offer it made to the three rail unions on 28th .ay.

The offer is to increase pay by 5% from 6th September 1982,
provided negotiations on the six items contained in the 19381
productivity agreements are completed by 30th July 1982,

In making the offer, BR has stressed that its serious financial
position, made worse by the ASLEF strikes in January and February
this year (the strike alone is thought to have cost BR about £100 m
in lost revenues. BR expects to make a loss of  about £165 m this year)
meant that pay could not be increased from 19th April. It also
ammounced that the 5% might be withdrawn if BR was unable to maintain
a full and continuous service to its customers.

Sir Peter Parver has written to all employees emphasising that
a damaging strike could put jobs and the future at risk (see copy in
Appendix 2).

2, The need for better productivity

The need Ffor modern working practices and better productivity
is vital to the future of the Railway industry. At a time when techno-
~logical A developments have created a potential for a fast and
efficient railway system and the taxpayer is committing substantial
sums to the railways Ffor investment and revenue support, it is
absurd to expect that working practices should continue to be based
on 1919 agreements designed for the technology and the market of the
steam age.

For the longterm viability of the railways, it is essential that
the railway keeps its customers and wins more. British Rail does not
have a monopoly of transport. Sir Peter Parker, in his letter to all
employees, pointed out that during the ASLEF strikes, "many of our
customers found they could do without our services". So to succeed,

BR must become highly efficient, it must put the customers needs first,
and it must be competitive against other forms of travel.

3. Progress on Productivity

At a time when workers in many other nationalised industries have
improved productivity substantially, British Rail's productivity
record has been disappointing. In an article in the Financial Times
on 12th February 1982, Mr. John Elliott, the Paper's industrial
editor pointed out that between 1374 and 1380, improvements in output
per man had averaged less than one per cent per year, even though
there had recently been important modernisations of marshalling yards,
the parcels business and freight trains. - In 1981, the latest year
for which there are figures, passenger miles and net tonne miles per
member of staff employed had improved by only 2,3% over 1380; as a
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contrast, between March 1380 and March 1381, productivity in British
Steel improved by 24% and in 1381, productivity 1n the car productio
side of British Leyland increased by 30%.

BR Productivity Indicators (from BR Annual Report 1281)

1974 1375 1376 1977 1378 1379 1380 1381

Passenger Miles/Net 141.0 138.3 137.2 140.9 144.7 142,393 146.2
Tonne miles per member
of staff employed

Loaded train miles per 6230 5602 6647 M ST e 2 L
train crew member

Train Xms. (loaded i 2472* D525
and emp ty) per '
member of staff

employed

4, The 1981 Productivity Understanding

Wwith the need for improvements in productivity becoming more
urgent, in the summer of 1981, British Rail obtained from all the
rail unions an 'Understanding on Productivity' in return for an
agreement to pay an extra 3% from January 1982 (on top of an award
of 8%) as recommended by the Railway Staffs' National Tribunal under
Lord McCarthye.

The understanding on Productivity contained six points. Despite
firm dates set for agreement, so far very little has been achieved.
(See Anmnex 1 for details).

The most contentious issues have been

a, Flexible rostering

Flexible rostering led ASLEF to take industrial action earlier
this year over British Rail's refusal at the time to pay 3% to them
because of non-delivery. Lord McCarthy on 7th May produced a report
which found in favour of British Rail's proposals, subject to a
number of criteria and safeguards designed to meet ASLEF's main
objections to the system. The firm recommendation was that ASLEF
should accept for their drivers a system of rostering similar to that
already agreed by the NUR guards, which allowed rosters to vary in
length between 7 and 3 hours. ASLEF has totally rejected these
recommendations despite a previous commitment to abide by the findings
of the tribunal. As Lord McCarthy himself said in relation to flexible
rostering "Unless progress is made on this question, the Ffuture outlook
for the railway system and railwaymen is bleak and unpromising”.

(N.B. It should be noted that the arrangements proposed by BR for ASLEF
are operated successfully and are normal practice on most European
national railway systems. Indeed 1ir number of countries, the
variations in hours per shift are ter than those proposed by
British Rail).

be Single Manning

No agreement has been reached with the NUR on the introduction
of the new driver only commuter trains on the recently electrified
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B&‘ord to St. Pancras line on which £150 m has been invested. As a
result the rolling stock lies unused., This service should have been
started this month but has now been deferred until October. Obviously
this particular dispute has implications wider than St. Pancras to
Bedford if more of the network is to be electrified.

The Government's Position: The Govermment's position on all these
TesuUes 15 that 1t supports the Board in its efforts to achieve better
productivity and to achieve delivery on the productivity understandings
for which the 3% has already been paid. The Railways Board has made
it clear that improvements are crucial to its p~ans for the future

of the railways.

Government Commitment to the Railways

The Government and the taxpayer have made a substantial commitment
the future of the railways by

Providing record levels of financial support. In 1982=3 Central
Goverrnment will be providing British Rail with £804 m in grants
-~ well over £2 m a day. (This is some £100 m more in real terms
than the level of grant paid in 1980-81. It is about £10 m less
in real terms than in 1981-2, but in that year an exceptional
increase in grant of over £110m was made to cover a serious loss
in revenue caused by the recession;.

The External Finance Limit this year is £950 m. The public has
every right to expect that their railway system should be run as
cost effectively as possible. The Government has made it clear
that they will not allow the cost of the ASLEF strikes to be passed
back to the taxpayer.

Government suppcft to the railways. Current Prices £ m
EFL Grant
1979-80 P 530
1980-81 633
1981-82 755
1982-83 804

Ruling out substantial cuts in the passenger network-

Endorsing the principle of a programme oOf main line electrification
based on better business performance and improved productivity =
(On 22nd December 1981, the Secretary of State for transport
approve? plans for electrifying services into Ipswich, Norwich and
Harwich).

Avoiding any reductio

n on the ceiling on investment in BR, which
now stands at around £4C0 a
ceil
rn

m at 1981 prices. (Over the last few
years the investment ing has been underspent (In 1981 by £30 m)
because within the External Finance Limit, British Rail have been
spending on current costs what should have been spent on investment.
A reduction in current costs through greater efficiency will lead

to more resources for investment and renewal).

Setting up an independent committee to 100k at BR's finances and
p ~

its Finance and investment needs in the future.

6. Attitude of other parties

The Labour Party has continued to be totally unhelpful in the course ©f
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disputes over | tivity. The issue of productivity is seldom 1f
ever admitted 1 roblem by Labour spokesmen, During the .
Janua“y/“eoru ary kes, all Mr. Albert Booth could find to

say was that ASLE “D”OD@”7j ”OﬂCEQGlQS that a major nationalised
industry had ¢311ed carry out its obligations"(Ha»sard 10th YUary
1982 col 965).
blaming the Mholc d;
honour its agreement
and unconditional".
16th June 1382 claim
on manning levels
delivered on very

-

bour NEC passed a resoluulo supporting Aslef and
the BR Board., It called for the Board to
which, they claimed had been "specific

ﬂuche;, during transport questions on the
"The railway unions have delivered m9551ve1y
tivityyignoring the fact that the unions have
1981 productivity understandings.
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The Social Democrats have been quiet on the issue
recently, although, d wlng the ASLEF strikes in January and February, Mr
William Rodgers argued that'no sane government will invest in
electrification and renewal if a handful of men and a bloody minded
waion break agreements and exploit their bargaining power(F.T.1/2/82)




. Procductivity Items

The normal negotiating machinery within British Rail contains
three stages, starting with the Railway Staff Joint Council (RSJC)
whicﬁ meets in four separate groups dealing with salaried staff,
locomotive staff, other concil iation grades, and general
mizcellaneous matters. Issues which cannot be agreed within RSJC
go to the Railway Staff National Council (RSNC) which is the top
negctiating bedy. Failure to agree at this stage can lead to
reference to the Railway Staff National Tribunal (RSNT), chaired
bg Lord McCarthy. Reference to this body can be made by either
party unilaterally, in which case the findings are non-binding,
or jointly when the findings can be binding on both parties.

As a result of the 1981 pay settlement and subsequent ACAS
Inquiry, the rail unions agreed to six items of productivity for
which BR paid an additional 3§ on pay.

The actions expected of the unions, and the progress made
on the six productivity measures areSei'Chk" below:

-

PRECISE TERMS OF o
ITEM AGREEMENT PROGRESS MADE

Open-station concept - The parties accept the | Pilot schemes in Scot-
on-train ticket examina-{application in princ- land and South West
+ion and sales. Reduced|iple of this concept agreed in Railway
aunber of staff on and agree that it will | Staff Joint Council
ticket barriers but be possible to negot- (RSJC) in October and
slight increase of iate a specific agree- | November 1981, schemes
staffing on trains. ment to introduce it. started on November
Negotiations shall be | 1981 and January 1982
concluded on a basis to run for o and 9

for agreement by months.

31 October 1981.

|
l
J
|
|




Manning of passenger
trains - single-manning
<=2xths

.1e drivers .~ly) opera-

tion of new rolling-
stock on intensive
commuter services (eg
Bedford/St Pancras).

¥ is accepted that the
introduction of the
Bedford/St Pancras
electrification ser-
vice in May 1982
presents the industry
with the opportunity
of a fundamental re-
thinic of the whole
concept of manning
trains where modern
stock is introduced
into intensive commu-
ter areas. Without any
preconceived condit-
ions on either side
discussions shall take
place on the prototype
system for the Bedford/
St Pancras service.

Bedford/St. Panc¢ras -
service due to begm

on 17 May 1982. P00~
sition of NUR to sin-
gle manning delayed
introductiou. Service
now expected to start
by October 1982.
Negotiations still at
BSJC stage.

Flexible rosteriug - to
allow turns between '/-9

hours (instead of 8 hour

day) leading to more
effective use of paia
time by drivers and
guards.

Negotiations shall taks
place to establish var-
iations to the roster-
ing agreements with a
view to iuntroducing
some flexibility arou-
nd the 8-hour day, but
without producing
unreasonable variation
in the length of each
working day or week.
These discussions
shall be‘coucluded by
51 October 1981.

.flexible rostering
"ended with ACAS
Committee of Iuquiry

NUR and TSSA agreed to

new arrangemeuts.
of NUR depots have
agreed to new rosters
and 75% have impleme-
nted them. ASLEF have
consistently refused
to accept flexible
rosteriug and negotia-
ious broke down at
RSJC and Railway Staff
National Council.
ASLEF strikes over

81%

in February. The
issue went to (non-
binding) arbitration |
at RSNT in March.
ASLEF rejected the
findings ou 21 May.

Zasement of conditions
of single-manning on

i tractiou units - to per-
| 1€ increases in single-
mauned driviug times and

t to reduce to occasious
when dcuble-mauniug is
i called for.

e

Negotiations shall
take place ou the
proposals relatiug to
siugle-manuing condi-
tions, ou the unaer-
stauding that provi-
sions will have to be
made for appropriate
safety measures and
that there should be
no worsening of staff
couaitious. These
discussious shall be
coucluded by 31
October -1981.

Negotiations still in
RSJC; no progress so
far. Delayed by
flexible rostering
dispute.




| Mapning of freight
i trains - to permit great-
. er frequency of single-
| manning.

There shall be an
immediate joint exami-
nation with a view to
establishing to the
satisfaction of the
parties the circumst-
ances in which some
freight trains could
be operated without
guards. Two or three
pilot schemes shall
if possible be ready
for introduction by

1 January 1982.

Hegotiations still in
BESJC. 3Board met NUR
on 12 May to discuss
a pilot scheme in
South Wales. No start
date yet; delayed by
flexible rostering
dispute. L =

. Trainman concept - esta-
"train-

: bl1shment of new
' man" grade with option
: to progress to driver,

: guarc or other appropri-

. ate grade.

Major obstacles bet-
ween the unions which
have prevented prog-
ress in this area in
the past are being
resolved. The ASLEF
and NUR undertake to
enter into immediate
negotiations with the
Board with a view if
possible to conclud-
ing an agreement whi-
ca would provide
recruitment, training
and promotion through
the grade of trainman
to driver or to other
appropriate grades.
The negotiations shall
be concluded by

1 January 198<.

NUR discussed with
ASLEEF on 9 November
then passed paper to
ASLEF for considera-
tion. The Board have
no direct role initi-
ally; agreement betw-
een NUR and ASLEF is

-a prerequisite.

Implementation could

‘be speedy once unions

agree. NUR believed
willing to accommodate
ASLEF views which
relate to union memb-
ership. ;




British Railways Board

SirPeterParker MvO

‘Dhairman

June 1982
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YOUR JOB AND YOUR FUTURE AT RISK

I am taking the unusual step of writing direct to you and to everyone employed by
British Railways Board, because the industry in which we all work is facing the most
dangerous crisis in its history.

We are going to lose about £165m in 1982, even after the government and local
authorities have paid us over £800m. The latest estimate of the cost of the 17 days of
ASLEF strikes is £80m. We can’t afford to borrow the money we need to renew and repair
the railway, and this is limiting the service we give the customers who are our bread and
butter.

We are in deep trouble. You could say we're broke. This time the threat to jobs will
affect you all. [ want you to think seriously before you are drawn into industrial action and
into a fight which nobody can win.

The real fight now is not between ourselves or with government. It’s for survival. Last
January and February many of our customers found they could do without our services.

This is the background against which the Board, on 28 May, made the following
offer: to increase rates of pay by 5% from 6 September, provided that negotiations on all
the six items in the 1981 productivity agreement have been completed by 30 July 1982. If
agreement on the productivity items is not reached by 30 July 1982, the pay offer will be
withdrawn.

No one who has examined our proposals for flexible rostering objectively has been
able to fault them. Lord McCarthy and the Railway Staff National Tribunal supported our
plans. They also proposed safeguards—safeguards which the Board, as a responsible -
employer, has already accepted in drawing up flexible rosters for guards. In addition to a
39 hour week, guards on flexible rostering will now receive a flat rate payment of SOp per
rostered turn worked.

We cannot delay any longer moving to flexible rosters for drivers, nor can we delay on

the other outstanding issues still to be resolved—covering train manning agreements,
including the new electric trains for the Bedford/St. Pancras services. ,

Euston Square, PO Box 100, London NW1 2DZ Telephone 01-262 3232 Telex 24678




If you have already co-operated in productivity measures affecting your particular
job, the delay on your 1982 pay increase must seem unfair. But without the co-operation of
everybody, we cannot afford to give the recognition due to you for your efforts.

Perhaps you feel that you have been through a crisis like this before— and it will all be
all right in the end. But we can expect no help, whatever government is in power, unless we
accept that we must change the way we do things. All around us, in other industries, some
with long and honourable traditions of service like ours, people are facing up to the need
for change and getting rid of restrictive practices. We will get no sympathy if we continue
to resist change until it is forced on us, more painfully.

So what happens if your union calls you out on strike, or orders some form of
industrial action which wrecks the railway? The answer, I am afraid, is no pay increase, no
job to come back to for many, no prospect of investment in electrification.

: What can you do to help yourself in this crisis? You can speak up; let those who
represent you and negotiate on your behalf know that you want this industry to survive. If
we fight the competition instead of each other, we can still save many of the jobs that are
already at risk.

Peter Parker
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. THE RAILWAY TRIBUNAL VERDICT ON :

FLEXIBLE ROSTERING

The decision of the Railway Staff Natiomal Tribumal after examining
the Board's proposals for the introduction of flexible rosters for
footplate staff was a vindication of BR's often-stated position
that the understanding on productivity reached in August 1981 is
intended to lead to a form of flexible rostering which does not

add significantly to unit labour costs, but ultimately reduces

them, without unreasonable variation in the length of the working
day or week.

In essence, the Tribumal ruled that the Board's proposals meet

this test, whilst the ASLEF alternative of achieving flexibility
without changing existing agreements does not, since it would
increase costs. ;

The Tribunal recommended that the parties agree a system of
flexible rostering for footplate staff subject to a range of
safeguards covering such matters as hours of work and overtime
earnings, which largely reflect facts and assurances given by the
Board. Flexible rosters will be a matter for local negotiation in
accordance with existing procedures, and provision is made for a
review after six months, as in the agreement made for guards.

The Tribumal also recommended modification of existing national
agreements on the guaranteed 8 hour day, and on double-manning of
locomotives, to allow single-manning for turns up to 9 hours.

Flexible rostering and the shorter working week are inter-related,
and in the absence of agreement on flexible rosters, the shorter
working week remains outstanding.

The position now is that ASLEF drivers are putting in 40 hours a
week to earn the same basic pay earned by other railwaymen for a
39 hour week (37 hours in the case of clerical staff), whilst
flexible rosters offer a 39 hour week and specific rewards to be
negotiated for staff whose responsibilities are directly affected
under productivity agreements.

The critical importance to the railway of making better use of
working hours is stressed by the Tribumal in commenting that:
"failure to agree any proposal for more flexible rostering by
improving drivers working time will seriously affect the Board's
ability to obtain essential capital it urgently requires for
investment and modernisation. This is bound to have severe
consequeaces for railway services and jobs".

The Tribunal comments finally: "It is essential for the future of
the railways that progress is made on the remaining items to which
the parties were committed in the productivity understanding. It
is also essential that these extremely important and far-reaching
issues are approached in a spirit of realism, and with a

willingness to find a basis for agreement rather than
confrontation".
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Today's meetings between the Railways Board and their Unions
broke up without progress, The position is that the NUR have
given notice to strike at midnight on 27 June. This position
could change. Forces are emerging in the NUR which would prefer
ASLEF to take the lead in industrial dispute with the Board a
week later on flexible rostering.

This means that confrontation, one way or the other, is
inevitable. This will inconvenience millions of people both
going to work and going for their holidays and will inflict large
damage on the railway and its future, The Board cannot draw back
without wholly sacrificing their credibility, and incurring the
high cost of accepting a union veto on improvements in efficiency
on the railways. Once the strike starts the Board's Judgement
is that it could well last up to three months., But we should not
assume that the rail unions will not be under considerable
pressure, from their members and from elsewhere, to reach a
settlement and our best prospect is for the Board and us to stand
very firm indeed,

The Official Committee on Rail Policy has further reviewed
several aspects of the strike., I attach at:

Annex A a somewhat woolly paper by the Board on their
objectives in the strike and possible exit routes at the
end;

Annex B a paper by officials on the financial and legal
implications for BRB of a rail strike;

SECRE,




Annex C a note by the Board on the legal implications
of imposing flexible rostering against the wishes of
ASLEF members,

At Monday's meeting we will need to reach conclusions on
several key points,

Are BR's Objectives in the Strike and Possible Exit Routes
Acceptable?

The BR strategies still need firming up., Delivery on
productivity undertakings is at the heart of the dispute, and the
room for fudge is limited. So this is not like a strike simply
over pay, where the end result is a settlement on a figure, For
this strike the end result has to be that the unions are brought
to the negotiating table and settle new agreements, That is
obviously more difficult and takes more time, Once the strike
starts, and it is clear which unions are on strike and on which
issues, we shall need more clarity from the Board on their
objectives than they have so far provided, Meanwhile my colleagues
will note that, so far as they can, the Board envisage less
stringent settlement terms for NUR than for ASLEF,

Would a Prolonged LT Strike Make it Harder to Win a BR Strike?

Traffic conditions in London would certainly be considerably
worse if a continuous Underground strike coincided with one on BR.
The public's willingness to accept them would also be a good deal
less, We do not have the experience to tell how bad things would
be. But we should not let this possibility deflect us. The risk
of a prolonged strike on LT is low. I understand that
Mr Livingstone and the GLC have now taken their familiar attitude
to use ratepayers money to concede Union demands on LT. This
cannot be welcome in itself, but much reduces any prospect of
paralysing the capital,

SECRET,




Do BR Really Have to Pay all those Employees in Unions not on
Strike?

This is one of the issues in Annex B, All ASLEF and NUR
members have, as part of their contract of employment, the guarantee
dating from 1920, that they will be paid for five days a week
even if there is not work for them to do. After further
consideration with their lawyers the Board can see no legal way to
avoid this obligation., They recognise that in some circumstances
(e.g. if NUR strike but ASLEF do not) they will have no choice but
to send home without pay ASLEF men who were not on strike,
and then do their best to defend whatever légal proceedings might be
brought against them, But unless the Attorney General can point to a
way through, I think we must conclude that these are matters
on which we must leave the decisions to the Board.

If there is a total and continuing strike, do we continue to pay
the social (PSO) Grant to the Railway of some £15m, a week?

The answer is clearly "No". We shall make that clear to the
Board, We could not possibly defend continuing to pay this large
grant when no services are being provided.

Could we then let BR go bankrupt?

If we do not pay the PSO Grant, and NUR and ASLEF are on
strike but the TSSA are not, then the Board's cash position will
deteriorate at £17m a week, and they will have run out of cash
within about 6 or 7 weeks, It could still come about that only
ASLEF are on strike. The net cashdrain would then be £30m. a week.

BR will have to do everything they can by short term cash
management, and realisations of assets to cope with this, But at
the end we could not leave a nationalised industry unable to pay
its creditors, e.g. its private sector suppliers or its electricity
bills or its rates, without both compromising the position of the
members of the Board and undermining the creditworthiness of other

nationalised industries,
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How Then Do we Finance the Continuation of a Strike?

The right way is to allow increases in the Board's temporary
borrowing from the banks, enough to pay essential bills only, and
with strict review of their steps to minimise their cash needs,
This would not be extra money from the taxpayer. They will borrow
it, with our guarantee, and will have to pay it back, The
borrowing would be short-term and there would be no commitment to
change the EFL,

Do We Need to Take Further Action Beyond That Already in Hand?

Emergency car parks in London will be opened, as during the
previous ASLEF strikes, and my Department and the Metropolitan
Police will keep under review the need for further measures,
for example suspension of parking meters, We will have a major
publicity campaign to encourage car sharing and staggered hours
and discourage unnecessary journeys. All of us should aim to
ensure both before and during the strike that the issue is kept
firmly in the public mind., This is the delivery of productivity
before extra pay or extra investment,

We shall need regular reporting on the effect of the strike
on travel conditions and London traffic, on the effects on industry,
and on the electricity position.

An NUR strike will affect some Sealink services, particularly
to the Isle of Wight and possibly to Northern Ireland and the
Channel Islands, We shall also need regular reports on that.

But so far as the handling of the dispute goes, we should now
leave the Board to get on with it,

I am sending copies of this to those who received my minute
of 16 June as well as the Attorney General.

I

DAVID HOWELL
17 June 1982




& SECRET

. RATLWAY STRIKE: PAPER BY BRITISH RAILWAYS BOARD

The Objectives of the Railways Board

1. Last year, the Unions obtained a three per cent increase in
return for undertakings on productivity. The Board's objective is
therefore to secure that uniertakings of that kind are performed
as a precedent to any pay improvement in 1982, additionally that
the pay settlement reflets the critical financial position of the

industry.
2.5 Ags a minimum, this must mean:

(i) flexible rostering, for drivers is completed
within the limit A the RSNT; this concerns
only ASLELF.

(ii) arrangements must be made for trial schemes
for operation of freight trains without Guards
and provided these are successful, general
application to follow. This concerns the NUR
who would lose the grade of Guard and ASLE&F
who have yet to indicate the level of additional
pay for the greater responsibility.

a new agreement must be made to extend the
single manning of traction units; this concerns
mainly the ASLE&F but NUR also involved.

driver only operation of certain passenger

trains (eg the St Pancras-Bedford service).

Since the undertakings of last year did not
commit the Union to make a new agreement on

this point, this issue could go to the RSNT under
a strict timetable; this concerns mainly NUR

but also ASLE&F.

trainman concept. There must be agreement
between NUR and ASLE&F, which will allow
negotiation of a new agreement with the Board,
subjeet to clear commitments and timetable for
the results.

o In accordance with last year's undertakings, the Board would be
willing to share the scvings from productivity by negotiating specific
additions to pay for those whose responsibility were directly affected
by these changes.

4, The pay offer made on 28 May will be withdrawn in the event of a
strike but could be reintroduced if satisfactory agreements were
reached quickly.

b If however the strike drags on with major damage to the

prospects of the industry, then in the Board's view the terms of a
settlement would have to change. They might seek from the Unions
commitment to negotiate a wider range of changes to reflect the new
gituation from among those already put to the Unions for discussion on
part of long term objectives, and may require new contracts of
employment modifying the guaranteed week/day agreement and possibly a

new procedure agreement.




6. Thus the Board's objective is to secure changes of a
dimension related to the damage suffered during the strike,

and to come out of the strike in a position where it can

clearly be seen that undertakings on productivity have to be
performed, that management must be able te introduce changes
without unreasonable obstruction, znd that the Unions cannot gain
through strikes.

7o It is implicit that the settlement of a strike must be
preceded by some extensive and detailed negotiation, and that the
Executives of both the NUR and the ASLE&F must therefore accept
the need to come to the negotlatlng table with a willingness to
negotiate. This change in attitude must depend on the pressures
on the Executives from the workforce and from outside.

17 June




‘. ANNEX B

. FINANCIAL AND LEGAL IMPLICATIONS FOR THE BRITISH RAILWAYS BOARD
OF RAILWAY STRIKES

sREPORT BY THE OFFICIAL COMMITTEE ON RAILWAY POLICY

1. This is a report by a group of officials from the Departments of
Transport and Employment, Treasury, No 10 Policy Unit and CPRS.

2. Officials have reviewed advice now received from the Railways Board
on certain legal consequences for the British Railways Board which may
arise from a railway strike by one or more than one of the railway
unions; and have examined matters Ministers may need to decide on BR

finances.

3. The table below shows, for all out strikes by all the rail unions,
by NUR and ASLEF, and by ASLEF or NUR alone, the estimated effect on
the Board's cash requirements, and estimates how long the Board could
survive before either the Government would have to ensure they had
additional funds or the Board might be unable to meet their liabilities.
The figures assume that the normal grant (£15.5m per week) has been
suspended (this is discussed in paragraph 4) and that the Board is
therefore dependent on borrowing or realisations. The estimates do
not take account of possible cash management actions by the Board, for
example deferral of payments to the Inland Revenue, which would extend
the period before the crisis was reached.

Effect of four forms of railways strike

Approximate period

Net cash drain per Board could survive
week on BRB without breach of

borrowing limit

ALL UNIONS STRIK=w ; weeks

NUR AND ASLEF STRIKL:
TSSA, aUkW, BTOG PAID
BASIC naTk .

weeks

ASLEF STRIKE:
NUR, TSSa, AUEW, BTOG PAID

NUR STHIKE:
ASLEF, TSSA, AUEW, BTOG
PAID




4.  The effect on the External Financial Limit (EFL) of the 4 form
strike is considerably less than on the cash requirements, because
withdrawal of the grant does not affect the EFL. The Board can replace
the grant with borrowing. Thus the weekly effect in EFL terms of what
now seems the more likely scenario of NUR and ASLEF on strike, is a
worsenment of some £1m per week. If all unions strike, the EFL
position is improved by some &11m per week. So far as the EFL position
is concerned during a strike, the Board would have 6 months of the
fiscal year remaining to take remedial action.

Payment of PSO grant

5. Implicit in these calculations is the view that the Government

should not pay PSO grant to the Board if railway services are completely
suspended; and that the grants by PTEs of some £1.5m per week would also
be suspended. The grant by Central Government to the Board is paid

under EEC Regulations, for the operation of the entire passenger system.
The Department of Transport has taken the view that occasional industrial
disputes, including the ASLEF 3 day a week strikes, do not affect the
obligation to pay grant, since they represent merely temporary inter-

ruptions in the operation of the railway.

©. It would, however, be difficult to justify a payment of grant, some
£15.5m weekly, if the entire system were closed for a number of weeks.
Although the legal position is not clear, legal advice is that it is
unlikely in these circumstances that the courts would rule that BRB
were entitled to payment. The Secretary of State for Transport would
however be legally justified in making payments provided they did not
exceed the total amount of grant due to the Board for the year; though
to protect his position he might need to announce to Parliament a

decision to continue grant payments.

7. The Secretary of State might find it difficult to justify payment
of such substantial sums of money without any corresponding benefit,
and the best course would seem to be to suspend grant if the railway
closes down for more than a few days. There are also presentational
considerations of some importance. If it were decided to continue to
pay grant, it might appear that the Government were firm in their
resolve to support the Board in an extended strike. To withdraw grant,
thus making it clear to the Board, the workforce, to Parliament and to
the public at large that the money to meet the cost of the strike would

have to be borrowed and therefore repaid, should demonstrate the
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‘overnment's determination to support the Board's position that they

cannot afford to increase pay without gains in productivity.

Financial effects

8. The Board's temporary borrowing limit was raised to &£150m in
February to accommodate the financial effects of the ASLEF 3 day a week
strikes. By the beginning of July the Board should have repaid £100m
of the £150m which was borrowed, and this is the amount which will be
available to them, without further action by the Government, to meet
the costs of the strike.

9. The most financially damaging industrial action now in prospect,
an all out strike by NUR alone, would close the railway but leave BRB
with the cost of basic pay for staff not on strike. Current estimates
suggest that this form of strike would cost BrB £18m a week, so that
they could survive only 5 weeks without further funding.

10. If this circumstance were to arise and Ministers were then to decide
that the Board should be funded, the simplest means of providing them
with the cash necessary to pay their way would be to increase their
temporary borrowing limit and if necessary provide a Government guarantee
to the lenders. ©Since the Board would, faced with a strike of some
weeks, be virtually insolvent, it could be argued that it would be
improper for the Government to allow it to borrow any further; and if
Ministers took that view then there would be no option but to declare

the Board bankrupt and to make cash flow deficiency grants to them,

as was done in 1972/74, and take legislative cover for these grants at
the earliest opportunity. 3But to pay cash flow deficit grant would
engage Ministerial responsibility much more directly in the conduct of
the business. However, it is also oren to Ministers to take the

opposite view that the Board can be allowed to continue to borrow and

to do this on the basis that the current Butler and Serpell reviews are
expected to fini ways in which the Board can improve their operations,
return to viability and thus finance the loans they have drawn during
this critical time. On this course the appropriate way to finance the
Soard during a strike is by permitting temporary borrowing.

11. A decision to permit additional temporary borrowing would not

imply a corresponding, or indeed any, increase in the LFL. The Board
would be expected to repay the additional money borrowed over a reason-
able period once normal operation had resumed, drawing on their normal
sources, mainly internally guaranteed cash (after grant) and asset sales.
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12. But, before agreeing to make further temporary funds available,

Ministers will wish to consider whether any increase in financing for .

the Board over short term can be avoided eg by asset sales, or by lai'Fg
off staff. These questions are now considered.

-

Possible asset sales

12. The 1982/83 EFL assumed property sales in the year of at least

&A0m, and sales currently appear to be running at that rate. The Board
are already being strongly pressed to improve on this. To bring in

extra cash during a strike, sales would need to be already in the pipe-
line, and it seems unlikely that a great acceleration of receipts could
in fact be achieved. What the Board could do in a strike, would be to
put much more management effort into settling all the details of property
which i1s to be sold over the next 2 years, so that more of this could

be ready for sale in 1982/83.

14. The Board are now preparing documents to dffer the entire hotel
chain for sale by tender in the autumn. The hotels' staff are in NUR,
and it seems that on present plans the NUR do not propose to call them
out on strike. An effort to sell the hotels during the rail strike
might well change that, with consequent damage to sale prospects.

15. The steps necessary to make Sealink a completely separate business
in advance of sale - essentially the separation of its financial
management from that of the Board, the settlement of title to certain
parcels of land and the completion of arms length contracts between
Sealink and the Board - will not be complete before January 1983, which
is therefore the earliest date on which Sealink could be sold.

16. There may be possibilities of accelerating sales of scrap, though
the market is weak. All these matters could be put under tight scrutiny
as part of regulating temporary borrowing, but it seems very unlikely
that the Board could succeed in remaining solvent if they had to rely

solely on sale proceeds.

The Board's liability to pay employees not on strike
17. The 1919 guaranteed week agreement between the Board's predecessors

and the unions, which does not apply to salaried staff, provides that
each employee who 1is available for work throughout the week shall be
entitled to guaranteed standard wages (exclusive of overtime) for eight

hours a day and 40 hours a week.

18. In the event of an NUR strike, the legal position in relation to

other staff not on strike is:-
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a. members of ASLEF cannot be laid off by the Board, even if

they have no work to do, without breaching the 1919 agreement.

Any staff who were laid off would thus probably be able to

recover guaranteed payments through the courts. With the prospect
of lay-offs in view it would be open to the Board either:-

i. to consider redundancies immediately;

ii. to attempt a negotiation to suspend or temporarily modify
the guaranteed working week with ASLEF, who would certainly
refuse to co-operate. The Board's view is that taking this
action could be seen in any later court cases resulting from
subsequent lay-offs as constituting a reasonable approach,
and thus strengthening their defence. The existing agreement
allows for such an attempt;

b. administrative staff, who are members of TSSA, enjoy a contract
of employment which effectively prevents the Board from laying
them off. If this contract should be breached, TSSA staff could
recover their normal pay through the courts.

19. 1t seems very improbable that the Board could avoid any of these
obligations. It does not follow that they have to meet them forthwith.

The unions might seek injunction requiring the Board to perform their
agreements. The Board might defend this - nobody knows with what
prospects of success - on the grounds that they had no money.

20. The question is therefore whether Ministers could take action as
described above to put the Board in the position where they could not
pay wages or their creditors.

Government guarantees

21. The policy of successive Governments, which was repeated by
Ministers in the Department of Transport during consideration of the
1980 Transport Bill, in relation to pension obligations, is that the
Government stands behind nationalised industries and will not allow
them to default on payments to their creditors, who include their
employees.

22. If the Government forced the Board into the position in which
default was imminent, the Chairman and the members of the Board would




have to resign unless they had sufficient assurance from Government .

that they were relieved of their statutory duty and any associated
personal liability. They might, of course, resign in any case.

23. The legal position following the resignation of the Board members
or the lifting of their statutory duty is not clear, save that it would
not be possible to bring in a receiver or to put the Board into liquida-
tion. It appears to officials unlikely that the Government would be
able to avoid putting the Board in a position to meet its obligations,
or that the Board would be able to avoid the obligation to pay basic
wages and salaries of employees not on strike. However, the Secretary
ol State for Transport is asking the Law Officers to consider the legal
implications of withholding the PSO compensation and of refusing to
consent to the Board borrowing to meet liabilities.

24. If it proved possible for Ministers to deprive the Board of funds
by withholding grant and refusing to allow further borrowing to the
extent that they would not be able to pay wages (except to essential
staff) or creditors, and Ministers decided to follow this course, then
there would be consequential effects on the credit worthiness of other

nationalised industries.

25. 1f this course is not possible, then officials suggest that

Ministers should:-

a. decide to suspend the grant in a total strike lasting more

than a few days;

b. inform the Board that they will allow additional temporary
borrowing, to the extent needed to meet unavoidable expenditure.
This increase in temporary borrowing would carry no commitment

to change the EFL.

26. As to handling and presentation the Board might represent that a
decision to withhold grant would leave them no choice but to lay off
men in contravention of contracts of employment. It would need to be
made clear to the Board whether (a) Ministers were assuming that they
would lay off men in that way or whether on the contrary (b) Ministers
were ready to allow temporary borrowing to cover salaries and wages of
staff not on strike assuming the Board decide not to lay them off.
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1. The British Railways Board have considered the legal implication

of imposing flexible rosters on drivers and report as follows.

2. The 1919 guaranteed week agreement provides for each wage-paid
employee who is available for work throughout the week to be guaranteed
standard wages for 8 hours a day, 40 hours a week - ie a guaranteed
5-day week. This agreement forms part of the employees' contract of
employment which cannot be altered without the consent of the employee
or his union. The overall agreement was originally negotiated in 1919
by the rail unions and the Railway Executive Committee acting on

behalf of the Government.

5. The Board have been advised that imposition of flexible rostering
contrary to the agreement "could be deemed to be unlawful and constitute
a breach of the contract of employment"; and if such action were found
to be unlawful then employees who were sent home without pay for
refusing to work the new rosters would be able to sue for their wages.
If employees were dismissed in these circumstances, the Board could be
sued for compensation for unfair dismissal (where due notice to dismiss

is given) or wrongful and unfair dismissal (where no notice is given).
In both cases employees could also claim reinstatement; if the Board
refused to comply with an order for reinstatement then the compensation

awarded would be increased.

4. The Board have considered this advice. They judge that ASLEF would
not wish to encourage or support members' attempts to seek redress
through the courts, because to do so would raise the pressure for
amending legislation which would not be in the trade union movement's
wider interest. It is worth noting that ASLEF has consistently
threatened strike action rather than legal action if the Board attempt
to impose flexible rosters.

5. If ASLEF members did bring the cases to the court the Board believe
that they would have substantial arguments for defending their action,
in that they have acted reasonably in following the original ASLEF
undertaking through all the procedures up to the lMcCarthy Tribunal; and
flexible rosters can be demonstrated to be beneficial to the employees.
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THE RAILWAYS

Your minute of 10 June to the Prime Minister referred to the potentially high
costs to Government finances of a long rail dispute. You drew attention to
the contribution of maximum oil burn in power stations and asked for an

assessment of the effects of lower levels of burn or a later start.

The Note circulated on 11 June by the Chairman of the Official Group on

Coal (MISC 57) shows the level of coal stocks at 1 November in relation to
the duration of a rail strike and the degree of co-operation obtained from
the miners. On the assumption of maximum oil burn, full co-operation from
the NUM in increasing deliveries of coal by road would be needed if we are

to see out a 12 week rail dispute and recover to 24 million tonnes of CEGB
coal stocks by 1 November (the level which, with supporting measures, would
give about 20 weeks' endurance or better in the event of a miners' strike).
less than full co-operation from the NUM would result in stocks significantly
below 24 mt following a 12 week strike, even with maximum oil burn.

If we wish both to have maximum physical stocks of coal at power stations on
1 November and to face out a rail strike of as long as 12 weeks, then
maximum oil burn from the start will be necessary. Conversely, a decision
in favour of less than maximum oil burn would mean that we would have less
than maximum physical coal stocks at power stations by November in the event

of a long railway dispute.

Apart from the question of cost, there may be tactical and presentational
considerations which would point to delaying oil burn until a little into

& rail strike. One factor is the attitude of the CEGB. I shall be seeing
the Deputy Chairman very shortly but I understand that the Board's likely
view is that, with the present high level of coal stocks, they wculd not

of their own free will contemplate starting oil burn until quite & long way

into a rail strike. There is a&leo the question of whether early oil burn




would provoke the NUM and lead to & greater degree of non-cooperation than
we might otherwise expect during an all-out rail strike. 1 am exploring
this further with the NCB. At the time of writing, I am not convinced
that either of these considerations outweigh the very strong case for
maximising oil burn from the start.

An important question is who pays for any extra oil burned - the electricity
consumer or the taxpayer. Extra costs passed on to consumers would affect
industrial users quickly, through the monthly price adjustment mechanism,
though domestic consumers would not be affected until tariffs were next

due for increase. My own view is that the extra costs of oil burn should
not be passed on to consumers, given the general position regarding the level
of UK electricity prices to industry. Moreover, compensation to the CEGB
for the extra costs of oil burn, along the lines of the scheme we agreed
earlier this year during the ASLEF dispute, would make it easier to prompt
the Board to burn oil earlier than they ure contemplating at present, if we
should so decide.

I should add that purchasing electricity from Scotland via the interconnector
involves the CEGB in some extra costs, compared with burning its own coal,
and it would be right on this occasion to compensate them for this as well.

In summary, there is a strong argument for maximising oil burn if we are both
to see out & long rail strike and be in a position to face a miners' strike
this year. We will need to consider carefully tactics and presentation but
in any event we should, I believe, be prepared to offer the CEGB proper
compensation for the additional costs of such coal-saving measures as we
decide to adopt.

I am copying this minute, for the usual limited circulation, to the Prime
Minister, the Home Secretary, the Secretaries of State for Industry, Transport,
Trade and Scotland, to Sir Robert Armstrong and Mr Sparrow.

NIGEL LAWSON
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The Future of the Railway Industry eueuhve est WMW\‘M)

You will be as concerned as I am at the prospects of
a long drawn-out and bitter strike in the railway industry.
The railways are a vital part of the economy and there is =
therefore a serious responsibility upon all concerned to do P“u"‘) bk
everything possible to avoid this conflict,.
behand

tcc«xdkﬁa1

While the immediate issue is the failure of the British
Railways Board to respond realistically to our detailed pay AL EF
claim, this is only one factor in a complex situation which
concerns the very future of the railway system in this country.

The pay offer of 3% in the current year - a wage freeze /"U/“s/‘?

from April to September, followed by a 5% increase - only
served to heighten the atmosphere of anger and frustration
within the industry.

There are three parties to the running of the industry -
the Unions, the Railways Board and the Government. The attached
note spells out how the N.U.R. has delivered on its commitments
and honoured all the agreements we have made. On the other
hand the Government has reneged on its commitments to synchronize
authorisation of investment in step with acceptance of change
within the industry and the Board have dismally failed to honour
firm promises to use the savings achieved to improve the pay
and conditions of railwaymen.,

You have a key role in understanding all that is involved
and I am certain that after reading the enclosed notes you will
have a greater appreciation of gll the issues.

I am writing direct to you, therefore, to seek your
consideration of what can be done to get us over this present
pay dispute to provide the opportunity for a rational approach
by all the parties to solve together the real issues involved

in the nation's interests.

Please do not hesitate to write to me if there 1s any
additional information you require or further discussion of

the Union's position.

Yours faithfully




The N.U.R. is not Union which enters industrial action
at the drop of a h our 5t national railway strike was
in fact fifty six years ago e are a responsible and

constructive organisati

respect and fair

Two years ago, it 1 atmosphere of crisis, the industry
itself - management and staff g down to two days of
A "balance
to the Minister
effect major
Marshalling Yard Rationalisation,
Collection and Delivery, Reduction in
Passenger Mileage, Administrative Streamlining and an action
programme of "good housekeeping" productivity measures.

This was to be matched by government approval of an investment

)

programme, adequate External Financing Limits and a realistic

Public Service Obligation Grant.

This balance sheet was discussed between the Transport

Minister and the industry on three occasions.




We thought there was acceptance of a synchronized approach
when at the first meeting the Minister said "there was '‘a need
for a sensible bipartisan programme." On the second occasion
he went further in iting that "the government was concerned
not only with the
the tndustry to. van®
synchronize moves to meet the objectives of the railway
industry and the government" and that ”steps-taken by the

railways to improve

decisions taken by

At the third meeting the Minister said that the Government
were "quite prepared to pla > (the) rules" of a synchronized

approach to the industry's problems.

At the meetings in June 1981 and December 1981 the Board
Chairman, Sir Peter Parker voiced the strong feeling of the
Joint Management/Union Rail Council "that whilst the industry
had delivered on i side of the balance sheet the Government
had not moved e same pace and there was now a need to
bring forward > vital decisions on investment required by

the industry.
Consider what we
To judge whether the industry has delivered on its side

of the balance sheet it is necessary to take a brief look at

the main elements of the actions proposed in the 'Balance Sheet!'




Rationalisation of Freight Marshalling

Yards to be completed by 1981. Proof of the
speed of implementation can be seen in the
reduction in the number of freight marshalling
yards which fell by one-third in 1981 from

107 to 74. B.R.'s ability to substantially
reduce the Freight deficit in 1981 was due

entirely to the co-operation of the N.U.R.

Withdrawal from C & D Parcels

This represented greater restructuring than
had been agreed in the 1980 pay settlement
when rationalisation of, but not withdrawal
from, Collection and Delivery had been
released for local consultation. Withdrawal
from C & D Parcels was effective from

1 July 1981.

Reduction in Passenger Train Mileage and Facilities

Loaded train miles were down 2.3% in 1981 on the

1980 level. Intercity loaded train miles will

have been reduced by 10% in five steps:-

June 1981 3% (implemented)
October 1981 2% (implemented)
January 1982 10% (implemented)
May 1982 2% (implemented)
October 1982 2%.




Acceleration of Administrative Streamlining

Involved reorganisation of control and
centralisation of accounting procedures both
of which have been implemented. Reduction in
number of divisions and cuts in Administrative

staff by 3,000 are currently being progressed.

Co-operation in Good Housekeeping

Measures designed to match the workforce to
the changed demands of the industry which do
not necessarily involve re-organisation have

been implemented extensively.

As a consequence of these changes 15,510 posts were
eliminated on the railways between April 1980 and April 1982,
The total staff cost savings, based on August 1981 rates,
are approximately £74m on an annual basis. These are recurring
savings - not once and for all - and take no account of savings
in fuel, track equipment, maintenance, locomotives etc. of

£25m or more.

Altogether, therefore, the savings so far achieved amount

to around £100m or more than 5% of the Board's total paybill,
None of these savings have been used to improve the pay and

conditions of railwaymen as the Railways Board promised.




The final item on the 'balance sheet' was concerned
with changes in working practices. However, discussions on
this aspect were caught up with the A.C.A.S. understandings

on Pay and Productivity in August 1981.

The N.U.R. has fully met the commitments it undertook
in agreeing the 1981 A.C.A.S. Productivity Understanding.
Open station experiments are taking place; the Union has made

a positive approach to manning of passenger trains on the

Bedford/St Pancras line by proposing a changed role for the

Guards in conjunction with the extention of the open station
concept to the line. We have made constructive proposals on
the Trainman's Concept and taken part in studies on the
conditions under which freight trains might operate without

a guard. We are prepared to discuss the easement of the
locomotive single manning agreement, Last, and by no means
least, the N.U.R. has reached agreements on flexible rostering
for Guards and other Conciliation Grades. The recent Tribunal
Award on Variable Rostering for Footplate Staff has been
accepted by the N.U.R. and is seen as totally vindicating

the approach we have taken.

The N.U.R. has long recognised that changes in the
railway industry are inevitable. We have demonstrated our
willingness to co-operate in that change but we can only
continue to do so if the Government is prepared to play its

role by providing an adequate financial framework in which
the industry can modernise and re-equip itself to meet the

needs of the public.
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POSSIBLE INDUSTRIAL DISRUPTION ON LONDON TRANSPORT AND BR
-——-—‘\—_\ —

There is a possibility of industrial disruption
on London Transport either on cuts in tuBé and bus services,
or ‘om-pay; or both. I mentioned this in my minute to you of
25 May. I have been keeping in close touch since then with
Sir Peter Masefield, the Chairman of London Transport. He told
m;_}esterday that LT's underground staff will probably have a
one-day strike on 21 June to protest against the service cuts
on the underground which will take place that day. The cuts
are relatively small and the unions know that there will be
no redundancies. On the buses there will be service cuts at
;he end of July. This could also cause problems. But London
Transport do‘egziexpect sustained industrial action by the busmen
and in particular do not expect them to strike in support of an

early rail strike.

On the pay front the busmen have just rejected,
against the advice of their union, an offer of 7% with productivity
ties. The rail unions are now looking at the same kind of offer.

We can cope satisfactorily with sporadic industrial
action on the underground next week The Metropolitan Police
will be putting in hand their usual emergency traffic management

and parking measures.

It is clear that the unions have not so far made
up their minds as to what they are trying to achieve or decided
on any ¢ d strategy. The danger we must watch out for
is a prolonged underground strike at the same time as a prolonged
BR strike. At the moment Sir Peter Masefield sees this as no
s s —————
more than a possibility. But he felt he ought to mention it to

me.

SECRET




I shall report to you early next week as soon
as the position is clearer.

At the time I write there is no reason to think
that the strike the NUR have called will not take place or
will be deferred. The probability is that ASLEF will join it.
Even if there is some change in the NUR position, the confrontation
with ASLEF will in case start on 4 July on imposition of flexible
rosters. The industry's top consultative body, the Rail Council,
meets tomorrow morning, but there is not at present any reason
to think that will lead to a change in the position. The Board

certainly have no proposals for making any fresh offers. I will
report more fully on the BR situation tomorrow.
e N

I am copying this minute to the Home Secretary,
the Chancellor of the Exchequer, the Secretaries of State for
Industry, Defence, Energy and Employment, the Chief Secretary
and to Sir Robert Armstrong and Mr Sparrow.

W

1q

DAVID HOWELL

16 June 1982
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John Sparrow saw your minute to the Prime Minister of 1“’ June
before he went on leave, and asked me to let you have some CPRS
comments. We have also seen the letter of 1ﬂ/}ﬁne with the Prime

*'s comments.
Eovil Extra oil burn accounts for one-third of the cost to the public

e A
sector, on the assumption that it begins from the

e 1 ;
dispute. But as your paper notes, a later start or lower level

———e
A

0oil burn would be possitle. A decision by Ministers to authorise extra

——
oil burn should follow from an up-to—date assessment of all the relevant

factors, including the likely length of a rail strike, the risks of

miners' strike in the autumn, and the relative importance of varying

coal stocks on both fronts The CPRS agrees that it would be helpful

S

if the Secretary of e Tor rgy could produce the up-to-date

o 5 1 . . .
assessment of coal stocks and the effects of o0il burn suggested in
your minute.

3. Secondly, the CPRS agrees that the BSC figures are disturbing,

and would question BSC's approach to what may well be a long dispute.

Two of BSC's integrated plant yrt Talbot and Teesside,

coastal sites and may not be so dependent on rail supnlies of
materials. We also understand ih pa of BSC's dependence on rail
is for movement of semi-finished steel from sji site: much of
this semi--finishe teel might be transferred by road, even if
op&rating the finishingz plant at less than optimum levels. It is

these means BSC could sus in a sizable
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10 DOWNING STREET

From the Private Secretary 14 June 1982

uowv)obn,

THE RAILWAYS

The Prime Minister read with interest the Chancellor's
minute of 10 June about the likely cost to other public sector
industries of industrial action on the railways.

She has commented that the figures in the Chancellor's
note appear to take no account of savings which will accrue from
ingenuity in overcoming the difficulties. The Prime Minister
therefore agrees with the Chancellor that it will be helpful if
the Secretary of State for Industry could ascertain urgently
whether an alternative lower cost strategy exists for BSC;
and whether similar moves could be made elsewhere to minimise
the cost of industrial action. It would clearly be useful if
this were available for the meeting arranged for Thursday 17 June.

I am sending a copy of this letter to the Private Secretaries
to the Home Secretary, the Secretaries of State for Industry, Energy,
Scotland, Transport and Trade, Sir Robert Armstrong and John Sparrow
(CPRS).

)[U’VV\ hwierdey
Ao L §hho lin-

’//
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John Kerr, Esq.,
HM Treasury
SECRET AND PERSONAL




PW Mo S

—u_-——'—-"—--
SECRET AND PERSONAL !

P.0771 To wott | (hivank

SIS

_ ;y brkamumdﬁj‘”wﬁﬁ‘v»
MR sc;?- LAR : o gL S
b s)

ML hﬁb

The Implications of a Rail Strike for Power Station Coal Stocks

in the Autumn

At the Prime Minister's meeting on 16 May the Official Group on Coal (MISC 57)

was instructed to consider whether it was possible to define more precisely than

had so far been the case the point at which a rail strike might need to be

Hgaught to a close if power station coal stocks in_ﬁngland_dﬁd_ﬁgigé_AEé to be

rebuilt by 1 November to the target level of 24 million tonnes.

s MISC 57's report on this is attached. Briefly, its main conclusion is that

an all-out rail strike starting on 5 July would need to be broughtto a conclusion

T ——

S _-_-_-_-_‘_‘—-—-n
by about the end of August if, as seems likely, the miners are prepared to offer

-— + E——
only limited cooperation in the continued movement of coal. With full cooperation

from the miners it might be possible for a rail strike to continue until about the

—

end of September; no cooperation from the miners would point to bringfﬂg_thé_rail

- A
strike to a conclusion by about the middle of August.

Je The analysis was prepared before it became clear that an all-out rail strike
was in fact likely to start a week earlier, on 28 June. The conclusions would not

B

be significantly different if that date had been chosen.
k, I am sending copies of this minute to the Private Secretaries to the Home
Secretary, the Chancellor of the Exchequer, the Secretaries of State for Industry,

Defence, Transport, Energy, Employment and Scotland and to Sir Robert Armstrong

and Mr Sparrow.

P L GREGSON

11 June 1982
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THE IMPLICATIONS OF A RAIL STRIKE FOR POWER STATION
COAL STOCKS IN THE AUTUMN

Note by the Official Group on Coal (MISC 57)

INTRODUCTION

i This report follows the Prime Minister's meeting on 26 May on the
railways, when MISC 57 was instructed to consider whether it was possible to
define more precisely than hitherto the point at which a rail strike might

need to be brought to a close if power station coal stocks were to be rebuilt

by 1 November.

Assumptions

2. The level of power station coal stocks next autumn following industrial
action on the railways this summer will be critically dependent on the length
of the rail strike and on the extent to which the miners are prepared to

co-operate in the delivery of coal by other means during a rail strike.

3. We have assumed for the purpose of this analysis that a rail strike would
start on 5 July, would be an immediate all-out stoppage and would last for

not less than 8 weeks.

4. As regards the possible attitude of the miners we have considered the

following three possibilities:-

full co-operation from the National Union of Mineworkers (NUM) in

increased deliveries of coal by road and in the continuation of

deliveries by conveyor, inland waterway and coaster;

limited co-operation ie. deliveries by road etc being allowed to

continue at their normal levels, but not to increase. This seems the

most likely scenario; and

1
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no co-operation ie. no movement of coal by road, conveyor or water-

borne transport. Our previous reports, during the rail strikes
earlier this year, ruled out this possibility. But with their own
pay negotiations only a few months away the miners may be less
prepared than in the spring to help keep power station coal stocks
high. Thus, the complete withdrawal of NUM co-operation cannot now
be ruled out.

Se Finally, we have assumed that power station oilburn and the transfer of

electricity from Scotland would be maximised immediately a rail strike began
and would continue at that maximum level until 1 November. In the event of

no co-operation from the miners it may not be possible for maximum power to

be transferred from Scotland or for the transfer to be maintained continuously;

but this would have only a small effect on the figures quoted below.

Analysis

63 The likely level of power station coal stocks in England and Wales by

1 November on the basis of the above assumptions is as follows:-

full NUM limited no
co-operation co-operation co-operation

Duration of

rail strike

from 5 July
- 6 weeks
- B weeks 24 mt
- 10 weeks 24 mt
- 12 weeks 23-24 mt
- 14 weeks 213 mt

With maximum oilburn etc 24 million tonnes represents about Je=%8 weeks

endurance; every 1 million tonnes less than this reduces endurance by about

1-1} weeks.

Tea Thus, if the target level of power station coal stocks is to be achieved

by 1 November a rail strike starting on 5 July would need to be brought to a

conclusion within the following timescales:-

2
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full co-operation end-September
limited co-operation end-August

no co-operation late-August

8. We have also considered how the above analysis would change if a rail
strike were to begin much later than currently expected eg. on 9 August. By
then power station coal stocks would be at their maximum level of 24 million
tonnes. The following seem to be the timescales within which a rail strike
would have to be brought to a close if stocks were to be rebuilt to this level

(or very close to it) by 1 November:-

full co-operation mid-October
limited co-operation early-October

no co-operation mid-September

9. Finally, we have considered how far endurance of a rail strike could be
extended by maximising power station oilburn in advance of a rail strike. The
effect of maximum oilburn is to increase power station coal stocks by

0.5 million tonnes per week. Thus maximum oilburn during the last two weeks

] rom 5 July
in June would mean that a rail strike,é;uld be allowed to continue until the

end of August with no co-operation from the NUM or until mid-September in a
situation of limited co-operation, and power station coal stocks still be

built up to 24 million tonnes by 1 November.

Costs

10. The net weekly cost of maximum power station oilburn is £30 million.
Depending on the starting date of the rail strike and on the extent of
co-operation from the miners, maximum power station oilburn might be necessary
for between 12 and 17 weeks. Thus the total cost might be in the range

£350 million to £500 million.

Cabinet Office
11 June 1982

3
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At our meeting on 26 May I was asked te provide an alysis

of the likely cost to other public sector industries of /455:0/6

industrial action on the railways. I attach a note providing 3
this InTo ion. The note has been prepared in consultation rfé

with sponsor Departments concerned but largely without

Eﬁmsulting the industries themselves because of the sensitivity

of the material. The figures are inevitably approximate

_—

i it e
and should be treated with caution.

2 The note makes some basic assumptions about the nature
and duration of any industrial action. In particular, it
assumes that the action will take the form of an all-out
stoppage beginning in the first week of July (although an
earlier start to the dispute or earlier limited action, such
as overtime bans, are unlikely significantly to effect the
estimates). It also assumes that sympathetic action by
other unions will be limited allowing road haulage, for
example, to be substituted for rail transport to the maximum
extent feasible. On this basis, the attached note shows what

might be the effect of a relatively short (one month)] and long

(3-month) dispute. Where an industry faces some critical
point outside these parameters after which its costs escalate

sharply, this is identified separately.

I The note also distinguishes where possible between the
immediate, gross, costs of any dispute and the net effect on
EFLs which will reflect the extent to which losses have been

recouped (or exacerbated, for example by lost markets) during
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the remainder of the financial year. For the purposes of this
exercise because any cost would influence the demands they
make on the Government it treats British Leyland, British
Nuclear Fuels Ltd. and Rolls-Royce as public sector bodies
although the financial effect is significant only in the

case of British Leyland.

4., The clear message of the note is.that the potential

costs to Governmment finances of a long rail dispute is extremely

high - possibly in excess of §£1 billion if the dispute lasts
—_—

3 months. Two factors account for the great bulk of this cost.
First, we have assumed that maximum oilburn is to be started at
the outset of the dispute. This alone accounts for about one-
third of the total cost to the public sector, although in

terms strictly of lasting out a rail strike, it may not be
necessary te begin oilburn so early or at such a high level.

A lower level of oilburn, or a later start would have implications

_for the level of coalstocks which could be rebuilt by the

Autumn but would significantly reduce the costs of a dispute.

i
I think it would be helpful if Nigel Lawson could provide

an assessment of the effect of significantly lower levels of
oilburn, or of starting maximum oilburn later, on our ability
to endure a rail strike and subsequently on the level of coal

stocks. We can then consider where our priorities lie.

5 The second major contributor is British Steel. The very
substantial costs BSC expect to incJ;_?EEEE‘;;II?En for a

3-month strike) apparently stem from their decision te handle

a rail strike by progressively shutting down their business
altogether. This tactic may make commercial sense in the context
of a relatively short dispute when relatively high stocks and

the approaching heoliday season will ensure that costs are
minimised. Even over a 2-month period the costs of this
approach, while severe at £100 million or more, would be
containable. With a 3-month strike, however, there is a danger

that BSC's tactics would backfire. As stocks ran down and

markets were progressively lost, revenue losses would mount
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and, having shut down, there would be difficulties in

restarting production during a rail strike. The resulting
prolonged shutdown would have a devastating effect on BSC's
finances. In view of the possibility of the stoppage being

a long one, I think it would be helpful if Patrick Jenkin

could ascertain urgently whether an alternative strategy, based
on maintaining production, exists for BSC and whether such a
strategy would mitigate the financial consequences set out here.
We would then be in a position to consider whether there should
be discussions-with BSC about the course they should adopt

in the event of a rail strike.

6. I am copying this minute to Willie Whitelaw, Patrick
Jenkin, Nigel Lawson, George Younger, David Howell, Arthur
Cockfield and to Sir Robert Armstrong and Mr Sparrow. Its
circulation within Departments should for obvious reasons be

extremely limited.

—ﬁl/!/‘

(G.H.)
_lo June 1982
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EFFECT ON OTHER PUBLIC SECTOR INDUSTRIES ON INDUSTRIAL ACTION ON
THE RAILWAYS

The industries most affected by a stoppage on the railways would be:

National Coal Board
Electricity Supply Industry
British Steel Corporation
British Shipbuilders

Post Office

British Leyland

A number of other industries, such as National Bus and British
Telecommunications might indirectly benefit, for example from
increased traffic, but the financial effects are likely to be

marginal.

This cost to British Rail (BR) itself of any dispute would depend
crucially on which of its unions participated. If bBoth NUR and ASLEF
members srike (but not the administrative staff (TSSA) or engineers
(AUEW)) the net cost to BR would be about the same as the loss now
incurred in operating the railway - ie the effect would be zero

in EFL terms, although the Board would be faced with the problem

of how to finance losses of £15-16 million a week if the Government
ceased paying grant. f ASLEF alone take strike action, the EFL

cost would increase f week, an underlying loss to the Board

of £27-28 million. tary of State for Transport will be

bringing forward a sep f ] ing in more detail with the

effect of a dispute

The effect on othe ibli =Yo industries is summarised in the
table below. : iti f industry is described in more

detail in the
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(& million)
1 month strike 3 month strike
Immediate gross Likely net Immediate Likely net
cost EFL effect gross cost EFL effect

National Coal Board ) N/A 150 N/A 470
Electricity Supply )
British Steel 80-120 40-60 350-450 500
British Shipbuilders Negligible 15 15
British Leyland 0-40 n/a Up to 100 n/a
Post Office Negligible 25 Less than 25

National Coal Board and Electricity Supply Industry

The close links between these two industries make it necessary to

consider them together.

The crucial assumption is that the CEGB maximise oilburn from the

putset of industrial action. This will cost §£30 million a week -

v

£120 million for a one-month dispute and £360 %Eilion for a 3-month

& dispute. If the CEGB hold to their agreement to take 76 million

tonnes of coal from NCB in 1982-83 despite the increased oilburn,
all these costs will fall on the CEGB. To the extent that the CEGB
takes less coal in total during 1982-83 (and it is doubtful
whether it would be physically possible to deliwer the planned
full amount after a 3-month stoppage) part of the cost will fall
on NCB. But the overall cost to the public sector will ramain

unchanged.

In addition, certain costs will inevitably be incurred by NCB. Coal
not delivered to the CEGB during the dispute, even if it is delivered
later, will have to be stocked. Additional stocking will also result
from lost sales to other customers where alternative transport

cannot be found (put at 250,000 tonnes a week or 50 per cent of
sales). In the case of non-CEGB customers there will also be an
irrecoverable revenue loss to the extent that sales are note recouped
at a later date. These costs are likely to total §£30 million for

a one-month strike and £90 million for a 3-month strike.

The Scottish Electricity Boards would not suffer any adverse financial
impact from a dispute. It is assumed that non-rail coal deliveries

are maintained and maximum use is made of the interconnector to supply




CEGB. In these circumstances only a 3-month strike would require
increased oilburn in order to maintain coal stocks above 1.5m tonnes.
However the cost of this o0il burn (£20 million) would be passed

on to the CEGB and is taken into account in the cost estimates

given for that industry.

British Steel

In the event of a rail strike BSC intend to close down all their
major steelworks progressively, in an orderly fashion. BSC's main
steelworks depend on rail deliveries of their bulk raw materials -
iron ore, coking coal and fuel oil - and transport of semi-finished
steel between BSC works and to private sasctor steel processors is
also predominantly by rail. The advantage to BSC of an orderly
closedown is that, once the rail strike is over, they would be able

to resume full normal production gquickly and efficiently.

A rail strike from 1 July which only lasted one month would occur
at a period when BSC order books are low, and planned holiday
shutdowns are due to occur. A large proportion, probably half,
of the gross costs of a strike could therefore be expected to be
recouped. It would be difficult for BSC to recoup even these net

losses of £40-60m by means of any subsequent action.

The critical point for BSC would come after about 2 months. Up

till the end of August, with planned holiday shutdown periods and

low orders and deliveries expected, the effects would be fairly
expensive (perhaps £100 million to £200 million net) but containable.

But if production were not restored early in September BSC would

begin to experience very serious effects. A three-month rail

strike would be extremely serious. The gross cost would be about

£35 million a week after the first month; at a rough estimate

the gross cost over 3 months would be £350 million to $450 million.
But since imports of finished steel are usually carried by road there
would be further costs since BSC would lose UK market share and
export business from such a prolonged shutdown: a 10 per cent drop
in BSC's steel deliveries (equivalent to roughly 5 per cent loss

of UK market share) would cest BSC about £100 million a year. If

this business could not be won back reasonably quickly the viability
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.:]‘F some of BSC's major plants would be put at risk, with the
possibility of major closures. A three-month strike which kept
BSC shut down would probably cost BSC about £500 million in
1982/83 with no possibility of receouping any of these losses either

in 1982/83 or in subsequent years: indeed there would probably

be on-going costs from permanent loss of steel business.

British Shipbuilders

It is believed that British Shipbuilders (BS) would be relatively
unscathed by a one month strike. Those yards where steel is

delivered by train and other forms of transport could not easily

be substituted should be able to minimise costs by re-ordering work
programmes (eg to enable outfitters to start work early on

unfinished vessels). This process could not however be maintained
indefinitely. A 3-month strike would be likely to cost £15 million
mainly in overheads and wage costs in the yards affected. These costs
would be a once and for all effect - the net cost would also be in
the region of £15 million. BS do not believe these costs could

be recouped readily.

The crucial assumptions in this are that road haulage is unaffected;
and that supplies of steel continue to be available. The assumption
of continued road haulage has been made in all cases and is judged

a reasonable one. The assumption about steel supplies is more
problematic. British Steel do not envisage continuing large-scale
production in the event of a strike. British Steel’'s stocks are
relatively high; and BS carry a further one month's stock themselves.
But should it prove impossible to procure alternative steel supplies
(eg, from abroad) when these stocks are exhausted the effect on BS
could be severe. The financial cost would not be less than §£50

million a month.

British Leyland

The cost estimates of £0-40m and up to £100 million for a one and
3-month strike reprssent what is known to be at risk in terms of
vehicles exported which are currently transported by rail. To the
extent that alternative forms of transport can be found, hhe cost

will be nearer zero than £40 million for each month.




In addition, BL are likely to face costs in maintaining preduction
in the face of supply difficulties - rail transport plays an
important role in the assembly process. No estimate of these costs
is available, but after 3 months BL could well be facing
difficulties in maintaining productien with consequent risk of
market losses and increased financial costs. The estimates given

here should therefore be regarded as a minimum.

The costs to BL of a rail dispute will not necessarily be equivalent
to the costs to Government. An estimate of these latter costs
could not be made without detailed discussians with the industry

about its likely respense to industrial action.

Post Office

It is believed that the Post Office could ceontain the effects of

a one-month stoppage by using alternative means of transport. Qver
a 3-month peried, this would have an increasing cost, although

the net cost te the Post Office will be much lower te the extent
that they can negotiate . A 3-month strike,

however, would incre service quality leading to

some traffic loss and conseaqt t revenue leoss.

means of transport rema ave e

It is a crucial tion fo t Post Office that all ether
t

o carry additienal traffic.
If this were not the - 1 nst of a 3-month strike would

reach £100 million.
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From the Minister 10 June 1982
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RATL CONTAINER WAGONS FOR KENYA

Thank you for your letter of 3 qyﬁé/gbout the rail wagons for Kenya.

My officials expect to complete their appraisal of the developmental
aspects of the request for ATP support for an order for 400 rail wagons
for the Kenya Railways Corporation (KRC) next week. We are expecting
further information from our Development Division in Nairobi within the
next few days which will enable us to decide what we think is the
appropriate number of wagons required by KRC. We foresee no
developmental objections in principle to the supply of this type of
wagon to Kenya. Indeed, they should considerably be “fit the Kenya
economy by facilitating the growth of container trai..c and promoting
more efficient movement of Kenya's imports and exports via Mombasa
port. But to achieve maximum developmental benefit, the supply of
wagons must accord with the projected increase in rail container
traffic. According to information presently available it seems that
400 wagons may be considerably in excess of KRC's operating requirements.

My officials are also seeking certain information from the Department of
Trade in order to finalise their recommendations on this case. We need
to have revised costings for BRE-Metro's application (together with
delivery schedules and proposed phasing of ATP expenditure); full
details of Standard Wagons' application; the views of DOT (and DOI)

on the relative merits of each applicant and the basis on which any

ATP offer should be made; and confirmation that this application is
afforded top priority for the limited ATP funds available. The
Treasury's final view on this case also awaits DOT's clarification of
certain points. DOT officials are aware of your wish for an early
decision on this ATP request and I know that Arthur Cockfield will
ensure that this information is sent to us as soon as it is available.
DOT's ability to respond promptly will of course much depend on the
speed with which BRE-Metro and Standard Wagons can supply the
information required from them.

/I am therefore

RESTRICTED
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I am therefore hopeful of being able to reach a decision on this case
soon. As indicated in my letter of 26 May, an ATP offer in support

of this contract would certainly not guarantee Kenya's placement of

an order with a British ccompany. It would however enable UK suppliers
to compete more effectively with their foreign competitors and assure
the Kenya Government of our confidence in the UK product.

I am as before copying this letter to the recipients of yours.

7“”"’/ A_f;_li_

NEIL MARTEN

The Rt Hon David Howell MP
Secretary of State for Transport

RESTRICTED
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The decision by the NUR Executive, thoﬁgh it has &%_ _
IJ'\MN‘

not yet been formally notified to the Railways Board, appears

to be to call a long and indefinite strike starting at midnight%ﬁl\
on 27 June, on the demand that the Board should improve their fiﬂL&
pay offer, and should not attach productivity conditions. They Swpmi
have instructed their General Secretary not to seek talks with |} pom
the Board on this. Clearly they expect to put the Board in a

position where they feel obliged to make the first approach. 1}”ﬁéﬁd

pualdé
The Board will not be making any moves towards

further meetings that would suggest any change in their position,
and will be sternly discouraging the idea, that has appeared
in this morning's newspaper reports, that they contemplate
making a fresh offer. It is the Board's expectation that ASLEF
will join the strike, but that remains to be seen.
Ty
Our posture must be to emphasise that this is a

straight ipndustrial relations' dispute between the Board and

their employees while dging all we can to suggort the Board's
efforts to keep the focus sharply on the issues of productivity,
and away from the issues of ;gi-§;E-I;;:;;;;E?-;ETEE-TEE'ﬁﬁions
and the opposition prefer. I shall take an early opportunity

to make a speech setting out firmly and positively our policies
for the future of the railways.
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Officials are pursuing with the Board the need to
clarify the objectives in this dispute, and will shortly
be putting to us a remit on the various legal and financial
points we shall have to deal with. I do not foresee that
there are any fresh decisions we shall need to take before
your return from New York.

I am sending copies of this to the Home Secrstary,
the Chancellor of the Exchequer, the Secretaries of State
for Industry, Defence, Energy, Employment and Scotland, the
Chief Secretary and to Sir Robert Armstrong and Mr Sparrow.

Ju

DAVID HOWELL
| © June 1982
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MISC 72 is preparing the ground for a further meeting of Ministers,
concentrating on the one issue that is clearly within Ministerial
discretion, namely what financial assistance if any to give British
Rail during a dispute, and the financial and legal constraints.

Our work should be concluded in time for a meeting of Ministers

later this week.

The area where we have made least progress is extracting from the
BR Board any idea of their tactics for handling and concluding
the strike. The Department of Transport believe this is partly
because of the unsatisfactory relationship between the industrial
relations side of British Rail, to whom they have been talking,
and Peter Parker; and John Palmer has suggested that it would be
helpful if he, Graham McKenzie (CPRS) and I have an informal
discussion with Peter Parker about his own view of the tactics.

I think nothing but good can come of that, and I would of course
make it clear that I was not in any sense empowered to speak on
behalf of the Prime Minister, but you may feel that you ought to
let her know what is afoot (you will recall that we went through

a rather similar stage with Mr Dearing and the Post Office).

JOHN VEREKER
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The Railways
I attach the latest report from the Department of

Transport about developments on the railways.

You will see that it records that officials have been
discussing some of the tactics with the BR Board; I

discussed this today with the CPRS, who have been involved.

The CPRS have pressed Rose in three areas: internal
communications, i.e. the extent to which BR is really trying
to persuade their staff of the need for productivity changes,
on which a paper is promised; the legal position on lay-offs,
on which more below, and on tactics for bringing the strike
to an end, on which the Board have so far produced absolutely

no ideas at all.

It is becoming apparent from these discussions that the
Board is determined to take on ASLEF, and do everything possible
to keep the other unions sweet. That is why the Board have
taken the otherwise astonishing decisions to put their pay
offer on the table at this stage, and to offer the NUR the
50p per shift payment for operating flexible rosters (which
is worth another 23%). We saw at an earlier stage how the
productivity conditions bit much harder on ASLEF than on NUR,

and the Board is quite determined to send home on 4 July any

ASLEF drivers refusing to work the new rosters, so the railways

may well grind to a halt soon after.
That is where BRs' power to lay-off without pay its non-

ASLEF members becomes important. BR will no doubt want to

go on paying them, having probably by then sewn up some kind

Jof




of agreement, and wanting to keep them sweet. Officials

will be examining the implications of the Government refusing
to continue to pay the PSO grant, and thus putting BR in the
position where they could not afford to meet the pay bill.
The legal position is also unclear, in view of the NUR's °
guaranteed week, which can be suspended only with the
agreement of all parties. There is a meeting of the Official
Group on Wednesday morning, which I shall attend: I have been
arguing for any ministerial discussion of these issues to be

properly prepared by officials this time,

8, . M. iz

7 June 1982
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Mr Howell, who is as you know out of the country, has asked
me tg}gpnd you this report on developments since his minute
of 2 ay to the Prime Minister.

At the meeting of the Railways Staff National Council on 28 May,
the Board called on ASLEF to accept the recommendations on
flexible rostering of Lord McCarthy's Tribunal., ASLEF refused.
The Béard saTd that they would have to impose the new rosters,
but did not specify a date. The ASLEF EXecutive has since
reiterated its position, and is instructing the Union's local
representatives not to discuss Ero%gsals for the new rosters.
The Board has iss ions to its managers IO ging
the new rosters into operation. The Board have confirmed to

us that it is still their intention to do this from the 4 July.

At the same meeting of the RSNC, the Board made the pay offer
foreshadowed in Mr Howell's Tinute of 27 May. The Unions rejected
this.

The Board are writing today to the NUR and the other unions
concerned with their offer of a review of the workshops issues;
the NUR will accordingly have this before their Executive meets
on Monda 7 June.

The Board now have information of moves between the Unions
to set up a meeting, probably on Wednesday, 9 June, for the
purpose of concerting their response to the Board's offer on
pay and productivity. Mr Howell will report further to the
Prime Minister when the outcome of that meeting is known.

SECRET




Meanwhile, officials from the Department and the CPRS are
pursuing with the Board the various questions identified on
their tactical preparations and strategic planning.

I am sending copies of this to the Private Secretaries to the
Home Secretary, the Chancellor of the Exchequer, the Secretaries
of State for Industry, Defence, Energy, Employment and Scotland,
the Chief Secretary (Treasury) and to Sir Robert Armstrong and
to Mr Sparrow.

Yﬁﬂs iSAuvﬁ%j

-E%tj Johas

T JOHNS
Private Secretary

SECRET
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Thank you for your letter of 27 May about the rail
wagons for Kenya.

I was not aware of the need for further information from
BRE-Metro, and I shall press them to provide it urgently.

The fact that there is a private sector British competitor
is in my view helpful, rather than a disadvantage. There could
be no clearer message to BREL and their unions than to lose
this order in fair competition with the private'ggggpr. -Eg-
present they can complain that they face unfair competition
from overseas suppliers. I should like BR to be in a position
to tell the unions that they have received such Government
support as they can legitimately expect in seeking this order -
and that their success or failure depends on their own ability
to compete effectively. I certainly seek no preference for
BR over the private sector, and I am sure BR will recognise
the dangers of building false hopes on the mere availability
of an ATP offer. But a clear decision one way or the other
would undoubtedly make their stance easier.
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The negotiations with the unions are, as you will know,

continuing. I should again like to press therefore that you
should reach your view on this case as soon as you possibly can.

I am copying this as before.

DAVID HOWELL




Railtalk Special

RAILWAY STAFF NATIONAL COUNCIL
28 MAY 1982

British Rail today offered to increase railway pay by 5 per cent
from 6 September 1982, provided that negotiations on the items contained
in the 198l productivity agreement have been completed by 30 July 1982,

Mr. Clifford Rose, BR Board Member for Personnel, told the
Railway Staff National Council that the Board's serious financial position
made it impossible to increase pay from 18 April, a year after the last
increase. He also warned that the 5 per cent pay offer would have to be
withdrawn if BR did not maintain a full and continuous service to its customers -

any disruption would further prejudice the Board's financial position.

The 1981 productivity items included flexible rostering for footplate
staff which the Railway Staff National Tribunal recommended should be
implemented subject to certain safeguards.

The Board continues to seek a national agreement with ASLEF on
flexible rosters, but in the meantime, flexible rosters - prepared in
accordance with the RSNT criteria - are being issued in readiness for

implementation,

The other 1981 productivity items related to train manning agreements

and the introduction of the trainman concept.

28 May 1982




1981 PRODUCTIVITY INITIATIVES - PRESENT POSITION

Open Station Concept

No problems have been encountered on this initiative. Two
pilot schemes are in operation and a third scheme in
Eastern Scotland is due to start in mid-June.

Flexible Rostering

A%reement was reached with NUR and TSSA and implementation
of the variable day rosters has already taken place for
the great majority of staff affected. ASLEF have not
accepted the recommendations of the Railway Staff National
Tribunal for the implementation of flexible rostering for
footplate staft.

Single Manning of Traction Units

Management original proposals have been revised and
simplified but negotiations were delayed by the failure to
reach agreement with ASLEF over Flexible Rostering. RSNT
gecision 77 found in favour of single manning up to 9
ours.

Manning of Passenger Trains

NUR are willing to talk in terms of a '"changed role" for
the guard but have not been prepared to accept the Board's
proposition of no guards. The Board have suggested a
Joint Working Party to study the operation of the services
but neither NUR nor ASLEF have been prepared to take part
in such a working party. i :

Manning of Non Passenger Trains

On 12 May the Board and NUR examined the Port Talbot -
Llanwern freight service to determine how a pilot scheme
might operate. The NUR are still considering the results
of the visit

Trainman Concept

In November 198l the NUR and ASLEF met and discussed
inter-union and membership issues surrounding this

initiative. Subse?uently NUR made a proposal to ASLEF
which the Board believe would accommodate the ASLEF

viewpoint on union membership. Discussion has been
delayed since then by the dispute earlier this year.




THE RAILWAY TRIBUNAL VERDICT ON
FLEXIBLE ROSTERING

The decision of the Railway Staff National Tribunal after examining
the Board's proposals for the introduction of flexible rosters for
footplate staff was a vindication of BR's often-stated position
that the understanding on productivity reached in August 1981 is
intended to lead to a form of flexible rostering which does not

add significantly to unit labour costs, but ultimately reduces
them, without unreasonable variation in the length of the working
day or week.

In essence, the Tribunal ruled that the Board's proposals meet
this test, whilst the ASLEF alternative of achieving flexibility
without changing existing agreements does not, since it would
increase costs. :

The Tribunal recommended that the parties agree a system of
flexible rostering for footplate staff subject to a range of
safeguards covering such matters as hours of work and overtime
earnings, which largely reflect facts and assurances given by the
Board. Flexible rosters will be a matter for local negotiation in
accordance with existing procedures, and provision is made for a
review after six months, as in the agreement made for guards.

The Tribunal also recommended modification of existing national
agreements on the guaranteed 8 hour day, and on double-manning of
locomotives, to allow single-manning for turns up to 9 hours.

Flexible rostering and the shorter working week are inter-related,
and in the absence of agreement on flexible rosters, the shorter
working week remains outstanding.

The position now is that ASLEF drivers are putting in 40 hours a
week to earn the same basic pay earned by other railwaymen for a
39 hour week (37 hours in the case of clerical staff), whilst
flexible rosters offer a 39 hour week and specific rewards to be
negotiated for staff whose responsibilities are directly affected
under productivity agreements.

The critical importance to the railway of making better use of
working hours is stressed by the Tribumal in commenting that:
"failure to agree any proposal for more flexible rostering by
improving drivers working time will seriously affect the Board's
ability to obtain essential capital it urgently requires for
investment and modernisation. This is bound to have severe
consequences for railway services and jobs".

The Tribunal comments finally: "It is essential for the future of
the railways that progress is made on the remaining items to which
the parties were committed in the productivity understanding. It
is also essential that these extremely important and far-reaching
issues are approached in a spirit of realism, and with a
willingness to find a basis for agreement rather than
confrontation".




. MEETING THE
CHALLENGE OF

CHANGE

The current struggle to achieve change in working practices
and produce a more efficient railway began two-and-a-half
years ago, in November 1979, when the Board presented a
paper, ''Challenge of the 80s", to the trade unions.

Key items from this paper were incorporated in productivity
commitments which formed part of the 1980 pay agreement. In
return for increases in basic rates of pay of 20%, the
unions agreed to set up consultation programmes on a wide
range of proposals by 31 May 1980: first, to implement
schemes to reduce staff in marshalling yards and parcels
depots in line with traffic demand, plus similar savings in
administrative staff. Second, to develop programmes for
reduction of marshalling yards and parcels depots, and
further administrative savings, as_soon as possible and not
later than April 1983. Third, the trade unions agreed "to
continue the discussions/negotiations already begun on
changes in national agreements and working practices, with a
view to early completion".

The date was May 1980 and the items already in negotiation
then included manning agreements and flexible rostering.

Another significant part of the 1980 pay agreement was the
Board's acceptance of a commitment to introduce the 39 hour

week (37 hours for salaried staff) from November 1981,
providing this was done in the context of discussion of
measures to minimise the cost effect. In the negotiationms
it was made clear that such measures meant variability
around the eight hour day.

But despite the clear commitments given to continue
negotiations, no real progress was made on any of the items
to change working practices by the time the 1981 pay
negotiations started.

They ended in a Railway Staff National Tribunal hearing
which recommended pay increases of 8% from April and a
further 3% from August.

The Boara had offered 7%, and faced with a deteriorating
financial situation had no alternative but to say that it
could not find the money to implement the Tribumal decision
unless there was more progress with productivity
initiatives. The trade unions threatened strike action and
the help of ACAS was sought to resolve the situation. The
ACAS discussions ended with two separate but linked
understandings on pay and productivity.

The Board agreed to increase rates of pay by 8% from April,
with a further increase of 3% payable in January 1982, but
backdated to August 198l. The introduction of the shorter
working week was deferred from November 198l until January
1982.
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The Board's acceptance of this understanding followed an
understanding that there would be trade union commitment to
negotiate on six specific productivity items, with target
dates named for agreement.

The six items included flexible rostering and easement of
conditions of single manning, both with a target date of 31
October 198l.

In the months of negotiations that followed, ASLEF failed to
honour the understanding reached at ACAS by refusing to
accept any rostering arrangements which involved giving up
the hour day. On 16 December the Board warned the unions
that the 3% pay increase due from January would be withheld
unless a satisfactory agreement on flexiﬁle rostering was
reached. The NUR had agreed flexible rosters for all staff
except footplate grades, and on 23 December the Board said
it would not pay the 3% or implement the 39 nhour week for
footplate staff.

ASLEF took industrial action - a ban on overtime and rest
day working, followed by a series of seventeen one-day
strikes. Efforts were made to resolve the dispute through
ACAS and the Board agreed to accept arbitration if the
result was binding, but ASLEF refused. A Committee of
Inquiry was set up by ACAS, under the Chairmanship of Lord
McCarthy, and reported in mid-February with a procedure for

dealing with the way flexible rostering was to be applied to
footplate staff and a firm timetable for carrying out
negotiating procedures quickly through to the Railway Staff
National Tribunal. The Tribunal met to consider the Board's
proposals for implementing flexible rostering on 15/16
March, and published its report on 7 May.

The Tribunal's decision was that the parties should agree to
a system of flexible rostering for footplate staff subject
to certain safeguards, and that existing national agreements
dealing with the 8 hour day and double manning should be
changed.
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From the Private Secretary 28 May 1982

THE RAILWAYS

The Prime Minister has seen and noted

Mr. Howell's minute of 27 May.

Anthony Mayer, Esq.,
Department of Transport.
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Michael Scholar Esq
Private Secretary to the
Prime Minister

10 Downing Street
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Since the BRB is meeting its unions tomorrow (Friday
28 May) on issues of pay and productivity and conflict
may arise at any time thereafter, my Secretary of State

thought it might be useful for Ministers to have the
attached background note,

————

I am sending copies of this to the Private Secretaries
of all members of the Cabinet,

Yout,

@J\m\.s\"j

R A J MAYER
Private Secretary




Prime Minister
THE RATLWAYS

I saw Sir Peter Parker with Mr Reid and Mr Rose this afternoon.
e ————

- e ef - 3
Mr SEarrow was with me, I made to them the points on which we
agreed at your meeting yesterday evening.

The matter which had particularly concerned us was their proposal

to make a specific though conditional pay offer to their unions
—— 4 S— s

tomorrow, I had arranged for our very strong concern on this

point to be put very firmly to them befere their Board meeting this

morning. The Board's conclusion which Sir Peter Parker reported

to me was that it was tactically better to make a low offer (5%

payable from September), but on two specific conditions. The first
is delivery by the unions of the productivity commitments out-

standing from last year. The Board feel this would give a much
clearer position to explain both to the public and to the workforce
in the event of a strike. The second, new condition, which was not

in the Board's paper, was that this offer would be explicitly
L

subject to continued normal operation of the railway. In other

words, if the money available is used up as a result of industrial
action, it will not be there for pay increases. This is a different
approach to the one adopted earlier., Sir Peter Parker feels it

gives the added leverage on the unions. In the light of the way

he now intends to present the pay offer, and our wish not to get

: - . S T
into negotiations with the Board, I did not
feel able to pre him further. The Board are c%garly set on their

; : - .
chosen course, ) do not think that McCarthy will become involved
because they will make it clear at the outset that the pay offer

is non-negotiable.

For the rest, he confirmed that they will offer the unions a review
of the distribution of work between the workshops which would defer
for 6-9 months the final decisions to close Shildon and Horwich,

e ——

They fully accepted the need to bring matters to a head as soon

as.gossible

»
October. They saw a strike, if it comes, starting in early July
at the latest and corifirmed that that was indeed the right strategy

SECRET

and to prevent things from dragging on to September/
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f view. They doubt whether matters will

e e

come to a climax at the meeting with the unions tomorrow; the unions

from the business point

are more

The meeting of the Rail Council on 1 June has been
e

and ASLEF refused to attend. Sir Peter Parker

readily agreed to arrangements for keeping us in close touch with
their tactical preparations and strategic planning and to the need
for further precision of the Board's minimum objectives to secure

an end to the strike. They will provide us with further briefing on
he various hazards such as the possibilities of legal challenge

to imposing the new rosters or to sending men home as being in

possible breach of their terms of employment.

Now that the course is being set for what could be a long and bitter
strike it is important that in our public utterances we should
support the objectives to which the Board are working and their

efforts to attain them. I hope colleagues will agree that they

will consult me on what they propose to say in public speeches
about the railways.

I will report on developments as they occur.
I am sending copies of this to the Home Secretary, the Chancellor
of the Exchequer, Secretaries of State for Industry, Defence,

Energy, Employment, Scotland, the Chief Secretary Treasury and
to Sir Robert Armstrong and Mr Sparrow.

ij-

DAVID HOWELL
27 May 1982

SECRET
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27 May 1982

I attach a copy of the note to which Mr Palmer will be
speaking to Bob Reid at 10 am this morning. The British
Rail Board meeting to decide their tactics at the meeting
of RSNT will take place at 11 am this morning. We are due
to meet Sir Peter Parker at 15,30 this afternoon., I will
let you know what happens,

I am copying this letter to Bill Moyes.

Jo,

s e

R A J MAYER
Private Secretary




The Secretary of State accepts the Board's appreciation that
they must be ready to face a major and possibly prolonged
industrial dispute, and recognises the wider effects. He will
accept the Board's choice between Options 3 & L so far as the
short-term handling of the workshops are concerned,

He expects the Board to plan their course of action with the
fulleet regard to their financial constraints. They must
recognise that they cannot count on more money from the

Government to finance a more expensive course,

It is for the Board to decide the immediate tactics.

It would however seen unwise in the extreme for them to make

any specific pay offer immediately, even one with conditions

attached to it, when their position is that they have not had
delivery on most of the productivity commitments of last year
and on one issue which has been through the whole machinery

there is still fundamental dispute with the unions concerned

and the Board cannot now judge what their financial position

will be by the time these matters have been satisfactorily

resolved,

Given the continuing uncertainty as to how these matters will
be resolved, the Board will give themselves the strongest
position the sooner they can move to get the issues clear and

open.

The Secretary of State looks forward to hearing from Sir Peter
Parker this afternoon the outcome of the Board's deliberations.




CONFIDENTIAL

27 May 1982

RAIL WAGONS FOR KENYA

Thank you for your letter of 26 May, in which you asked if it would be
possible to reach a conclusion before Tuesday, 1 June, on the request
for ATP support to help secure an order for freight wagons from Kenya.,

I am afraid that it is not possible, for several reasons, to provide
a final answer by that date. In the first place, the developmental
case for this supply of wagons is still under consideration here in
ODA and by our Development Division in Nairobi. Further information
has had to be sought from Nairobi on some aspects and it may be some

few weeks yet before a final conclusion can be reached. I understand
that the DOT are in fact also awaiting revised costings from BRE~Metro,
which were requested all of two months ago, and without these it is
clearly not possible to conclude our investigations.

I would not wish you to think that this matter was being looked at
with any lack of urgency. However, there has in the recent past been
criticism in Parliamentary and other circles about our ATP operations
in terms of their developmental justification and I have no option btt
to ensure that there is an acceptable case on developmental grounds
for approving ATP support. The arrangements which have been set up
for dealing with ATP applications among the Departments principally
concerned are designed to ensure that this aspect as well as the trade
and industrial arguments, including employment considerations, are
adequately dealt with.

It is also of considerable importance to note that BR is not the only
British competitor for this order. A private sector group (comprising
Standard Wagons of Heywood and W H Davies of Mansfield) is also
actively in the hunt and, on the basis of our latest information,may be
more price competitive than BR. In the normal course of events, any
ATP offer we made to the Kenyans would be conditional only upon the
order being placed with a British contractor. It would therefore apply
equally to both bidders in this case, if both were still in the field.

CONFIDENTIAL
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It is open to us - the initiative on this rests with the Departments
of Trade and Industry - to back a single British competitor and such
a decision would be possible in this case, But in so doing, we would
need to recognise the potential difficulties for us in giving
preference to a public sector organisation over one from the private
sector.

Finally, we have to bear in mind that there can be no guarantee that
an ATP offer from us would secure the contract for Britain. We and BR
both know that a number of other countries are fighting very hard to
break into the Kenya market and there are likely to be other very
attractive overt and covert offers available to the Kemyan authorities
In other words, the existence of an ATP offer does not guarantee that
a contract will necessarily be secured. I cannot see that it would be
in their or our interest for their relations with their unions to be
soured by the holding out now of what events might prove to be a false
pronise,

For all these reasons, I hope you can appreciate why we do not think
it would be helpful for BR to pin all their faith on this case in
their negotiations with the unions. I am copying this letter to the
recipients of yours.

NEIL MARTEN

The Rt Hon David Howell MP
Secretary of State for Transport

CONFIDENTIAL
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THE RAILWAYS

The Prime Minister held a meeting at 1800 hours yesterday
to discuss your Secretary of State's minute to her of 25 May,
attached to which was a further assessment from the Railways
Board of the handling of the various industrial relations
matters now facing them; and Mr. Sparrow's minute of 26 May.
Also before the meeting were the letter to me of 24 May from the
Chancellor of the Exchequer's private secretary; and your letter
to me of 26 May. Those present, apart from your Secretary of
State, were the Home Secretary, the Chancellor of the Exchequer,
the Secretaries of State for Energy, Scotland, Industry and
Employment, the Chief Secretary, Treasury, Mr. Sparrow (CPRS)
and Sir Robert Armstrong and Mr. Gregson (Cabinet Office).

Your Secretary of State said that since Ministers' previous
meeting the British Railways Board (BRB) had re-assessed a
number of aspects of the handling of the pay negotiations, the
proposed workshop closures and the outstanding improvements in
productivity which they were seeking. Their preference now
(Option 3 in their latest assessment) was to seek initially to
confront ASLEF separately over the implementation of flexible
rostering; and not to press ahead for a few months with the
proposed workshop closures. They also had it in mind to make
a specific pay offer, which would be conditional on the
implementation of all the six items in the 1981 understanding
on productivity, at the meeting of the Railway Staff National
Council (RSNC) on 28 May. He profoundly disagreed with the
BRB on this point and proposed to seek to dissuade them from
making any pay offer at this stage. The overall approach
reflected the BRB's judgement that it would be best to be
firm with ASLEF, but to leave some room for manoeuvre with the
NUR. If the question of workshop closures were temporarily to be
left to one side - and this, he considered, should be a matter
for the BRB - the Board's present proposals would be unlikely
to bring matters to a head before 4 July, when flexible rosters
were to be implementied. He would impress on the Board the
importance of advancing this timetable, but they were concerned
to allow adequate time for the normal process of local negotiations
over the details of new rosters. He would continue to press the

/ Board
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RAIL WAGONS FOR KENYA

As you may know, British Rail are currently threatened
with national strike action by the NUR because - among other things -

of: their proposals to close down their capacity for railwayfwagon

building. BR's own requirement for wagons has fallen substantially
in the last year or two, and for 1983 they have concluded that

they can placz no firm orders for wagor building. This represents
a collapse in the work load - from a rate of about 1,200 wagons

a year at present - for their factories at Shildon, Horwich and
Swindon, and for Shildon in particular, where BR are the only

major employers the social consequences for the community will
inevitably be considerable.

These are problems that have to be faced, and there is
little we can or should do. BR are actively seeking export work
to try to spread the problem of a run down - or at least to give
best evidence to the unions of trying to do so - and are currently
awaiting a decision from Government on a request for ATP support
for a wagon order for Kenya. I understand that this would in any

case be cdﬁfhg to you for decision very soon. However in view
of the tense industrial relations scene, and the fact that BR
must meet their unions again on Tuesday, 1 June, I would like to

ask if you could possibly reach a conclusion before then. It
would clearly be very helpful to BR in a very delicate situation to

CONEINENTIAS
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be able to say at that time that they had Government support

for the Kenya order.

I am copying this to the Prime Minister, the Home
Secretary, the Chancellor of the Exchequer and the Secretaries

of State for Trade and Industry, and to Sir Robert Armstrong and
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to Mr Sparrow.

T——

DAVID HOWELL
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To: PRIME MINISTER
26 May 1982
From: JOHN SPARROW

The Railways

) As you requested, I attended a meeting at the Department of
Transport at which the present situation was discussed with Sir Peter
Parker, Mr Reid and Mr Rose. Subsequently the CPRS has been working
with Department of Transport officials in an attempt to clarify the

issues,

s I have to say that in my judgement you cannot rely upon the

British Railways Board (BRB) as presently constituted. When our

d ns began, it rapidly became clear that they had no plan
e e

whatsoever beyond the end of next week and, even after considerable

—

guidance, their latest paper still betrays an absence of any complete
—

and coherent plan of action., It also reveals their inability to

produce a straightlorward statement of an industrial case, without

some reference to the bargaining with Government which seems always
to be present in their thoughts. Whatever firmmess and resolution
they claim, the fact remains that they appear soft-centred and liable

to give way under pressure,

e There is nothing you can do to change that state of affairs in
the short term and I mention it simply to ensure that you assess the

. “
situation in some awareness of the weaknesses of the Board. In due
e ——— - e

STy 3
course, you will appoint a new Chairman and his priority task has to

be a major reconstruction of the management team, It will be necessary

==11 —
to pay proper salaries in order to attract the right people.

L, In the present problems, the Government has two goals. First,
it wants BR to resolve as many of its problems as it can without

endangering next winter's fuel supplies. Secondly, it wishes not

to be seen itself to be directing affairs, though clearly BRB are
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seeking firm guidance on the strategy to be adopted, In these_gi;gym— g
stances I agree with David Howell's view that the Government should e

4 X 4 1 ) A
back BRB in the course it prefers, which is to defer the question offl i

—
workshop closures until next year,.

5. However, there are still grave risks in the Board's approach,
which seeks to isolate ASLEF by taking a softer line with the other
unions. The Board's disinclination to take on the NUR renders them
halfway to retreat before they begin, so it is necessary for the
Government to concentrate its effort on putting as much backbone into
the Board as it can., In particular, Government must ensure that the
Board obtain worthwhile productivity concessions*.from the NUR as well

e S e T P ———
as from ASLEF - and get delivery rather than merely promises.

6. It follows that you should:

(i) maintain pressure on the Board to clarify in detail
all aspects of their plan;

(ii) persuade them if possible to accelerate their action;

(iii) lead them to gquantify and hence to minimise the costs

involved;

(iv) a crucial point - concentrate their minds on how to
escalate matters at the first reasonable opportunity so as to

minimise the risk of the crippling burden of paying NUR and
TSSA members for 'working' in a closed railway,

—————, S eese———1)
Te The latest BRB paper omits all reference to the problem of
e o e

T—
early retirement and reduced establishment for staff.(TSSA members ).

R i ] 5 "
I understand that this is because they see the way ahead here clearly,

but I suggest that clarification should be sought on this point.
S i

8. If it is agreed that the workshop closures can be postponed to
1983 it will also be necessary to pin the Board to a firm plan for

R e R il
‘ these closures. If it is accepted that six months' notice needs to be

given (as BR claim) then that notice should be given as soon as it is
believed that the danger of fuel shortage for this winter has passed.
My own view is that, even if six months' notice is formally required, a

combination of shorter notice and wages in lieu should be adopted,
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because the workshop closures, when announced, should be effected as
rapidly as possible. The plan should reveal the Board's thinking on

timetable and on redundancy payments.

9. Finally, I feel that the BRB paper and David Howell's covering

note may under-estimate the impact of a major dispute on the railways.

Even if there are no coincident problems on London Transport, a three
month strike will create massive disruption to life in London, as well

as to coal carrying. The pressures on the Board and Government will

escalate after the first two to three weeks, It will also cause

irreparable damage to the BR commercial business, so it would be

worthwhile to ask BRB to start planning accordingly if the dispute
shows signs of being lengthy. On the other hand, there is a chance
that deferring the closures may result in short, sharp action this

year, and a rather more serious confliet in 1983,

10. I am sending a copy of this minute to Sir Robert Armstrong only.
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THE RAILWAYS

Further to my Secretary of State's minute to the Prime
Minister yesterday evening you might also like to know
the position on improving he redundancy payments on the
closure of the BREL workshops.

Ministers raised the possibility that opposition to the
closures might be reduced and the position of the NUR Executive
weakened if the redundancy payments were enhanced. It is
certainly the case that redundancy payments in BR are low
compared with what has been done in the docks and steel
industry. A craftsman in BREL agei 55 after 40 years' service
would receive a lump sum payment of £7,440. But the BRB

are not seeking from the Government any support in improving
redundancy payments. And their paper says that an offer to
improve the payments would inflame, rather than allay, the
attitude of the NUR, whose objective is to resist any reduction
of the railway. Whilst it might be helpful to commission a
further examination of possible improvements in the redundancy
scheme, in case that would be useful later, my Secretary

of State feels that there would be difficulties in thrusting

on an unwilling employer changes that would certainly be very
costly.

I am copying this letter to the Private Secretaries of those
who received my Secretary of State's minute of yesterday.

Vst
MG\-D

R A J MAYER
Private Secretary
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PRIME MINISTER

The Railways

INTRODUCTION

At your previous meeting on 20 May Ministers agreed that the British Railways

Board's (BRB's) preferred option of tackling the unions on all the outstanding

productivity and efficiency issues and of deferring a pay settlement until a
—— b S 4

satisfactory position had been reached on these, was probably right. But Ministers
— P
were concerned about three aspects, namely:

ie how and when the BRB would bring matters to a head? what was the

A h_ ] )
likely timing and duration of industrial action? in particular would it be
over by roughly mid-August, when the rebuilding of power station coal stocks

would need to begin?

ii, how would the BRB bring a strike to a satisfabory conclusion? what

——

would they regard as satisfactory?

iii. would it be better to deal with the workshop closures separately from
the pay and productivity issues? if so, could the workshop closures be

achieved quietly through increased redundancy payments?

The BRB's latest assessment

24 The Secretary of State for Transport and Mr Sparrow have discussed these points
with Sir Peter Parker, Mr Reid and Mr Rose, and the BRB has now produced the
attached further analysis, which the Secretary of State for Trnasport will be

circulating later tonight. It emerged at that meeting that Sir Peter Parker's

preference would be 10 fight ASLEF first over flexible rostering, but this would

N
require expensive concessions to the NUR and TSSA, which the BRB cannot afford., The

e T—
BRB therefore stands by its earlier assessment‘raith one exception) that a fight
with all the unions over a wide range of issues is the best and cheapest tactic. The
1
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exception is the workshops, The BREB does not favour special redundancy terms,
e
because of the cost and likely repercussions, But the penultimate sentence of

paragraph 6 of their paper implies that they would now prefer not to bring that
igsue to an immediate head; +they will therefore use the possibility of export
orders, which is discussed in the Secretary of State for Transport's minute, as

a reason for a temporary deferment. Ministers will need to consider if this
really is the best tactic; in particular it might look as if the BRB was backing
down in response to the NUR's ultimatum that there will be industrial action

unless by 7 June the Board have withdrawn their proposals for workshop closures.

3. As to timing, only a deferred (or zero) pay offer or a firm stance on workshops
S ———

closures seem likely to precipitate a strike from-E;quune. The BRB thinks that

an official strike over flexible rostering would not begin until 4 July, which is

P S—
the earliest they can be introduced if the BRB is not to be accused of rushing the

R e ——
normal consultation procedures, The BRB thinks a strike would last for a minimum

of 4 weeks and could last 2 or 35 months. So if industrial action started on
14 June it might be over by the end of August; if it did not start until 4 July,

it might last until mid-September,

4, The BRB's thoughts on the minimum they would want to gain from a strike are

set out on page 4 of their note, Their tactic appears to be that they should be
A

unyielding with ASLEF but accommodating with the NUR., Ministers may feel that the

: -
BRB have in factrﬁ’%lear ideas about how the industrial action might be brought to

a successful conclusion., Since industrial action seems almMoSt inevitable now,

“this may not affect what is said to the BRB on Thursday, but it needs further close

consgideration,

The issues for Ministers

De The Secretary of State for Transport is seeing Sir Peter Parker on Thursday
morning; and the Railway Staffs National Council meets on Friday. Ministers
therefore need to decide tomorrow what they want the BRB to do; there is no time

for further analysis.

6. Against that background, and bearing in mind the points in the letter of
24 May from the Chancellor's office, the following are points that you might wish
2
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to raise at tomorrow's meeting:
g

—————

a. what are the Government's principal objectives?

—

[re—

b. in the light of a., what do they want the BRB to do? precipitate an

early strike? or draw back?

c., 1if the decision is for an early strike, might it not be better for
R e e
the BRB to keep up the pressure on the workshops? or do Ministers remain

of the view that the BRB should seek to keep this separate?

d. has there been any significant change in other circumstances eg the

prospects of industrial action on LT?

Further work

Ts If Ministers favour backing the BRB, there are a number of points on which

urgent work will be required, viz:

i. The Board currently has no "game plan" for a strike eg when will they

appeal to the workforce over the heads of the unions, _They need urgently

to develop one and discuss it with the Government.

-

o s % The BRB also needs to develop its thinking further, in consultation
with Ministers, on what would constitute a satisfactory outcome. In

particular we need to know what sort of pay offer they have in mind.

The Secretary of State for Transport might be asked to pursue these points

) e e &
urgently with the BRB,

iii. The Chancellor has suggested that MISC 72 should report on the

e ——
wider costs of a strike, particularly to other nationalised industries.

This seems sensiblg:—but might be better coordinated by the Treasury.

——

iv, Ministers need to decide at what point to start conserving power station

coal stocks, The Secretary of State for Energy might be asked to advise on

e e iy, -
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this urgently., MISC 57 is monitoring (and will soon report on) the build
up of coal stocks; that Group might be asked for a better assessment of

roughly when industrial action on the railway needs to be brought to a close.

V. The Chancellor may ask what BRB's management could do to keep services
running, We understand that the Department of Transport have explored this
with the BRB and that the clear conclusion is that BRB's management could make

no significant contribution., A further study would not seem justified.

HANDLING

8. After the Secretary of State for Transport has introduced his paper, I suggest

you focus the discussion on the questioms in paragraph 6. If the conclusion is that
the Government should continue to back the BRB, you might then go on to consider
the further work discussed in paragraph 7. Depending on the outcome of the RSNC on
28 May, Ministers may need to meet again towards the end of next week to review
tactics and consider the Secretary of State for Energy's views on conserving coal

stocks,

CONCLUSIONS

9. You will want to record conclusions about:

the further advice to be given to the BRBj;

— —

ii, the various items of further work in paragraph 7.

P L GREGSON

4
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BRITISH RAIL ’

. 1982 - INDUSTRIAL RELATIONS

The Board's preference for Option 4 of the earlier memorandum

i.e. to insist upon implementation of Flexible Rostering, other
1981 Productivity items, Workshop closures and rationalisation

was based upon the summary of advantage shown. A further and more
detailed comment follows about that Option and also the '
possibility of successfully adopting Option 2 (the continued
isolation of A.S.L.E.&.F.).

What issues will precipitate the conflict?

Issue Trade Union

Board makes no pay offer for 1982 all Trade Unions

Board insists on delivery of outstanding N.U.R. and
1981 Productivity items A.S.L.E.&.F.

Flexible Rostering for Footplate staff A.S.L.E.&.F. (but
- N.U.R. have around

1,600 Footplate

s

implemented following R.S.N.T. 77

aff
Rationalisation of B.R.E.L. including N.U.R. (2.8.8.4.
(

Works closures and C.S.&.E.U.
: also involved)

members)

Board makes a 1982 pay offer linked N.U.R. and

with Productivity A.S.L.E.&.F. (the
Unions would
probably try to
go to arbitration)

What are the likely timescales for possible conflict?

1. No pay offer at R.S.N.C. on 28 May leads to conflict around middle
of June with all Unions. (The form of action will vary, e.g.
T.S.S.A. may simply withdraw from on-going consultations;

N.U.R. may additionally ban overtime working. This is minimal
action pending the case going to R.S.N.T. but the present strength
of feeling in A.S.L.E.&.F. and N.U.R. is such that further
indus?rial action, including withdrawal of labour, could well
occur).

Board insists at R.S.N.C. 28 May the delivery of all outstanding
Productivity items leading in the case of N.U.R. to possible
conflict against the principle and specifically in respect of
Driver Only Operation of St. Pancras-Bedford local services,
negotiations on which are proving difficult. The timing of this
conflict would depend upon whether the Board set a date for
implementation whereas the N.U.R. would expect this to be
progressed through R.S.N.T.

In the case of items, other than Flexible Rostering, affecting
A.S.L.E.&.F., they would be likely to follow, rather than lead,
the N.U.R.

/Continued......
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3. Qt are the likely timescales for possible conflict? (Cont'd)

3. Board advises R.S.N.C. on 28 May of its intention to implement
R.S.N.T. 77 in respect of Flexible Rostering. There is a risk
of immediate conflict with A.S.L.E.&.F. but it is thought that
confrontation would be deferred until depot rosters are posted
by the Board at certain locations for implementation. This
would probably be around 4 July.

Board confirms the B.R.E.L. preferred option for Works closures
and enforced redundancies. The N.U.R., having already decided
to oppose these proposals, would take industrial action from
14 June. C.S.&.E.U., although traditionally more moderate,
have issued a similar ultimatum (without timescale) and-would
undoubtedly follow the N.U.R. lead.

Board advises Unions at R.S.N.C. on 28 May that there can be no
Pay Deal for 1982 until outstanding Productivity issues from
1981 are delivered. This leads to conflict in mid-June as
described in Item 1 above.

Length of Confrontation

Sporadic disruption could continue for a long time provided employees
continue to draw some income from the Board.

The Union policy in this context would be maximum disruption at
minimum cost to the Unions, and their members.

The Board's policy would be to take early action leading to a
cessation of operations in a bid to bring pressure to bear and an
all-out stoppage for whatever reason is likely to run at least four
weeks.

Costs of Confrontation

(a) A.S.L.E.&.F. strike and total loss Net worsenment =
of revenue but payment of salaries £25 million per week. .
and wages to non-A.S.L.E.&.F. members,

(b) Total closure and no payment of wages Net worsenment =
and salaries. (i; £5.8 million per week.
(1L ' Figure

assumes we can escape
Salaried staff costs.
If Salaried staff who
have "contracts" have
to be paid the net
worsenment would be
around £m.16. per
week.

/Continued......
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5. ‘13 there alternatives within Option 47

The Doard's preference for Option 4 is well known and the tactics to
pursue this option are heavily dependent on what is said to the
Unions at R.S.N.C. on 28 May and the statements given at the B.R.
Council meeting on 1 June. The first date will see the Board's
response to the Pay Claim, and the 1 June meeting is an attempt to
gain the involvement of the Unions in dealing with the Board's
financial difficulties.

If Option 4 is not pursued in this way the problems do not disappear
and the Board's approach becomes fragmented.

The attached Appendix shows Option 4 and variations, described as
Options 3 and 4,

Conclusion

The available options are summarised on the attached statements as
options 2, 3 and 4,

Clearly option 2 is unsatisfactory in that it fails to meet the
Board's basic objectives and creates an unacceptably high price in
both the short and long term.

The difference between options 3 and 4 is essentially one of tactics.
By giving some limited deferment of the B.R.E.L. programme and time
for further discussion and exploration of export possibilities, the
N.U.R. may be inclined not to take immediate total action thus
maintaining, initially at least, the isolation of A.S.L.E.&.F. This
would mean that the dispute would be first with the A.S.L.E.&.F.

Consideration has been given to the possibility of achieving the same
result with N.U.R. by promising generous severance terms for the
B.R.E.L. staff involved (rather than deferring the closure decision)
but this, we believe, would exacerbate the position with N.U.R.
leadership rather than ameliorate it.

The Board remains convinced that the ultimate objectives can only
be achieved by the measures outlined in option 4 but as a tactical
move designed to maintain separation between N.U.R. and A.S.L.E.&.F.
for as long as possible, will move initially with the proposal to
defuse the emotion of the B.R.E.L. scene. Clearly tactics must be
revised in the light of emerging events but the ultimate objective
must remain.

Assessment of Likely Outcome

An all out strike would have serious consequences for the railway
industry and cause considerable anxieties amongst the staff,
However it would be unrealistic to expect the Trade Unions to
"surrender unconditionally" and the Board has to consider on what
terms a settlement could satisfactorily be made.

/Continued......
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e ssessment of Likely Outcome (Cont'd)

The following factors are relevant:-

1. An improvement in pay (i.e. the conditional offer made at
the beginning).

2. The productivity items - to consider the minimum position
acceptable to the Board.

3. The B.R.E.L. rationalisation proposals - this will probably
have been eased in the maximum possible way at the beginning.

We need, therefore, to establish the minimum acceptable position to
the Board on the six initiatives:-

1. Open Stations - as the N.U.R. have co-operated and
experiments are progressing this should
be brought to a conclusion.

Driver Only Operation if agreement with the N.U.R. is not
Passenger Trains possible for the Bedford-St, Pancras
service, accept reference to R.S.N.T.

Flexible Rostering N.U.R. to complete implementation of the
agreement reached.

A-ScLoE.&.F. i implementation Of RIS.N.T.
decision progressively on a depot basis
from 4 July. No room for manoeuvre.

Easement of Single (i) single manning up to 9 hours with
Manning Flexible Rostering. No room for
manoeuvre.

(ii) Resume negotiations with N.U.R. and
A.5S.L.E.&.F. for completion before
settlement.

Driver Only Operation specific trials to be in operation within
non-Passenger Trains three weeks of resumption of work.

6. Trainman Concept negotiations completed and agreement
reached before settlement.

There is, however, another vital ingredient - some expression of
confidence in the future of the railways; a future based upon effective
use of assets and manpower which agreement on the productivity
initiatives would herald. It will be essential, therefore, that the
Board is able to associate with these positive statements that delivery
of productivity will be matched by a better renewals and investment

profile.

B.R.B. 25 MAY, 1982
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ISOLATE
ASLE&F
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ACTION

(a) At RSNC on 28 May
inform ASLE&F that
Flexible Rostering for
Footplate staff to be
implemented
sequentially from

4 July, 1982,

(b) Offer pay increase
of 'x'% from date 'y!'.
Outstanding 1981
Productivity items to
pursued through
procedure (RSNT if
necessary).

(¢) Inform TU's before 7 June

of Board's decision to
defer Workshop closures

and rationalisation until

such time as Government
and BRB have fully
investigated: export
opportunities,

PROBABLE CONSEQUENCES

(a) Possible official industrial
action by ASLE&F from mid-June;
certain action from 4 July;
unofficial action possible

29 May onwards.

(b) and (c)

Unconditional pay offer and
easement of BREL position
placates NUR and
effectively isolates ASLE&F.

COSTS (NETT WORSENMENT)

(a) £25m. per week unless
escalates to total closure,
then £5.8m. per week.

(b) Delay on productivity
items £35m, p.a. *

(¢) Reduced overheads not
realised £18m. p.a.
Surplus workforce £6m. p.a.¥

*These are not immediate costs
in the short term but any
delay in achieving the
productivity initiatives
delays the introduction of
the cost benefits.
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OPTI% ACTION PROBABLE CONSEQUENCES COSTS (NETT WORSENMENT)

3
EASEMENT At RSNC on 28 May inform

OF BREL (a) ASLE&F that Flexible (a) Possible official industrial (a) and (b)

ONLY Rostering for Footplate action by ASLE&F from mid-June; £25m, per week, unless escalates
staff to be implemented certain action from 4 July; to total closure, then £5.8m.*
sequentially from unofficial action possible per week,

L July, 1982, 29 May onwards.

(b) Offer pay increase of (b) Provide Unions with united
tx'% from date 'y' provided front; may lead to co-ordinated
all six of 1981 Productivity joint action, from mid-June.
items have implementation

agreed.

(¢) Inform TU's before 7 June(c) At best, cause re-think by (¢) Reduced overheads not
of Board's decision to defer NUR on industrial action or realised £18m. p.a.
Workshops closures and referral to Annual Conference; Surplus workforce £6m. p.a,
rationatisation until such would isolate any NUR action to (approx. )
time as Government and BRB pay only, with likely delay

have fully investigated until after Conference

export opportunities. (i.e. mid-July).

*¥This figure could be greater
if some staff costs cannot
be avoided - see para. 4.
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ACTTON

At RSNC on 28 May inform
(a) ASLE&F that Flexible
Rostering for Footplate
staff to be implemented
sequentially from

4 July, 1982,

(b) Offer pay increase of
'x'% from date 'y' provided
all six of 1981 Productivity
items have implementation
agreed.

(¢) No change in Board's
position on BREL workshops
closures and
rationalisation.

PROBABLE CONSEQUENCES

(a) Possible official industrial
action by ASLE&F from mid-June;
certain action from 4 July.
unofficial action possible

29 May onwards.

(b) Provide Unions with united
front; may lead to co-ordinated
joint action, from mid-June.

(¢c) Ensures NUR action, from
14 June.

COSTS (NETT WORSENMENT)

(a) £25m. per week unless
escalates to total closure,
then £5.8m, per week.¥

(b) and (c)

Assuming total closure as a
result of combined actions =
£5.8m. per week.*

*¥This figure could be greater
if some staff costs cannot
be avoided - see para. 4.
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PRIME MINISTER cc Mr Mount

BRITISH RAIL

Your meeting tomorrow evening is the last opportunity to decide how

to influence the BR Board's handling of the issues. The Board

will have to say something about pay in the Rail Staff National

Council on Friday, and will have to know by then whether the
e g

Government will back it in a strike; Mr Howell is seeing Sir Peter

Parker on Thursday morping. If the Government's message is unclear,

or contradictory, or consists largely of further questions, the

Board might well take it as an excuse for going its O&H way. The

Board has different objectives from the Government, constantly

shifts its position, seldoaﬂexpresses itself clearly, and shows no

feeling at all for the tactics of handling a strike but, like it

or ESE, we have to work with it for the moment.

Shildon and Horwich

It will be helpful to decide what to do about these proposed BREL
closures first. The Board wants to avoid trouble by deferring
closure (higher redundancy payments would have very far-reaching

repercussions elsewhere). This must be wrong:

p—

(i) it would be nonsensical for the one point of unanimity

among_the Government and the Board to be something which

actually works against greater efficiency;

deferment simply creates another problem for next year,
which is not so far away (railways problems are a never-

ending continuum, in which one issue blends into another);

it is the one issue almost guaranteed to bring about an
early strike - even if we were prepared to accept

deferment.we should not play that card, save to bring

about a settlement.

—

The Board's approach

The Board's latest paper is better than the last one. And

Mr Howell's discussions with them have clarified the main issues

further:




Getting into the strike. The Board now agrees there

are several ways of provoking an early strike - combining

no pay offer with a refusal to be bound by McCarthy is

the best one, but BREL closures, and implementation of
new rosters on 4 July, are also candidates.

e e T
Duration. Everyone is guessing, but somewhere between
1 and 3 months.

Settlement. The Board's proposed settlement package

is sharply biased against ASLEF, who have to accept the

new rosters and the trainman,; whereas NUR get reference
P e et : e . x

of single manning to McCarthy, and trial operations.
ﬁ

The Board would have to try for more than that, or it
would in effect be taking on ASLEF alone (which, left

to itself, is what it would do). We need to establish

what size of '"'conditional offer" the Board envisages.

Investment. The Board is still suggesting that positive

statements about investment intentions will be needed,
but it was told quite clearly by Mr Howell that that would

have to come from its own internal savings.

There is still no sign of the Board's intended management tactics -

_Egg_it will get its case across to the workforce, what opinion

T D —
sampling it will do, how it will handle selective action, whether
——

it will contemplate a ballot.
-

Conclusion

I think we know enough for Mr Howell to tell the Board:

i) that the Government sees no reason for the BREL closures

to be deferred;

(ii) that the Government would support the Board throughout

an extended all-out strike, provided BR brings it to

a head soon;

that it should try and get into the settlement package

actual implementation of all the productivity measures




mentioned, and the pay rise ought to be in low single

figures; and

that it should make a major effort to convince its

workforce of the need for these measures.

JOHN VEREKER
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Prime Minister
THE RAILWAYS

The Immediate Future

The Railways Staff National Council (the top negotiating
body) is to meet on Friday, 28 May. At it, the British Railways
3oard (BRB) will have to take a position on flexible rostering,
pay, and matters outstanding from the 1981 productivity under-
standing. Workshops closures, which figured largely in our
discussion last Thursday, would not be on the agenda at that
meeting.

The BRB have written to the unions calling them to a

e
meeting of the Rail Council (the top body for consulting on major

policy issues) on Tuesday, 1 June. It is not certain that any

or all of the unions will attend. If the meeting takes place,

the Board would need then to take a clear position on the workshop
closures. If that meeting does not take place, the Board would
need to make clear their position on the workshop closures

during next week.

The NUR has stated publicly that their Executive has
decided to call industrial action unless by 7 June the Board have
withdrawn their proposals for workshop closures, and made a pay
offer. They have not said what form the industrial action would
take, or when it would start.

The NUR Conference starts on 28 June, and lasts for two
weeks. While the Conference is in progress, it is the decision
making body of the Union, and the Executive has no function.
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The date on which the BRB Jjudge that it is best managerially
to impose flexible rosters on drivers, allowing a brief but
reasonable period of notice, is 4 July.

Options

I attach a further paper by the Board about the handling
of the issues over the coming four weeks, The ground on which
they would prefe;-;o-_fi-l___ Mﬂu&possible outcome of a strike.
The Board are naturally very concerned that circulation of this

paper is closely restricted.

My discussion with Sir Peter Parker and his colleagues
since our last meeting has shown differences in resolution amongst
Board members, and some muddled thinking. It has elicited the
Chairman's view that if he had an eni?%ely free hand on timing,
and no financial constraints, he would much prefer to isolate
QCLLF from the other unions, take them head-on, and defeat them.

It would be necessary to make maJor concessions meanwhlle to

the other unions to bring this about. But the costs of this
option, in terms of money, acquiescence in delay and managerial
credibility, are too high, and the Board does not have the freedom

or resources to choose it.
So effectively the choice for the Board is -
their option three - to concentrate the dispute
e g

on grounds of pay and productivity, while trying
to push ASLEF into the front; or

their option four - to fight the dispute on all

the grounds including the workshop closures, which
may push the NUR to the front and allow ASLEF simply
to follow in their wake, but may have a better
chance of bringing on the dispute two or three

weeks earlier.
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In line with their preference for option three in their

W ovakap Clipvyes

paper, the Board now envisage that they might defer for a short

spell the issue on closures, ostensibly to seek export orders. There

is in fact no prospect that BRB could win exports on a scale to

keep Shildon and Horwich properly employed. The position they

report is as follows. Kenya is seeking bids for an order for
some 400 wagons, which would be awarded in the autumn. I think

we should decide urgently whether to offer aid in this case, and

I have taken this up with the ODA. This order alone would not
Jjustify keeping Shildon open, but would show evidence of Government
support. Nigeria is also seeking bids for 950 wagons, the contract
also to be awarded in the autumn. We could not contemplate
extending aid to Nigeria, and if the Board are to bid for this
order, they must do it on their own.

Whether to defer for a limited period the closures at
Shildon and Horwich is now a tactical decision for BRB. They
would defer the benefits of closure, and also the costs Of
redundancies. The only argument for deferment is that they will
stand a better prospect of fighting the coming strike on clear
ground, with the spotlight on ASLEF and productivity, and that
the additional cost of deferring for a short time the workshop
closures is worth paying for the better prospect it gives of a
successful outcome for a major strike this summer.

I suggest we should make it clear to British Rail that
we regard that decision as for them. The Board's present disposition
is to defer the workshops' issue. The consequence could be a
deferment possibly to 4 July of the beginning of the strike. I
consider I should now press Sir Peter Parker yet again to see
whether he can advance that date.
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Duration of Strike

There is no better view of the likely duration of
the strike. The Board's paper says that it must be at least
four weeks. In discussion they say it could be up to three
months. I believe the latter estimate is more likely.

Aims and Objectives

The Board's paper also sets out their aims and
objectives for the termination of the strike. I suggest that
this is the main matter that we now need to consider.

The Board do not commit themselves to a view on the level
of eventual pay settlement, which must form part of the terms
for ending the strike. On productivity the general line of their
thinking is to provide a relatively easy course for the NUR on
the issues affecting them, and a very hard line, insisting on
full delivery, on all the issues affecting ASLEF. This might
perhaps in theory lead to agreement with NUR before ASLEF.
But on the evidence provided by the Board so far I am not convinced
that it is practicable or acceptable. It will in any event
be an extremely difficult hand for them to play. The Board
will need to keep in close touch with us on this aspect of
their proposals and to develop their ideas more fully and clearly.
We cannot, however, hold up matters for better particulars at

this stage.
London

The latest report from London Transport is that the
divisions between TGWU (who drive  the buses) and NUR (on the

Underground) hayg nou reopened. This much reduces the risk

of concerted action on buses and underground together. But,
by the same token, it could increase the risk of action on the




Underground being concerted with action on BR. LT have moved

to reduce this risk. Because of the rate of watage they have
been able to assure the unions that they do not expect compulsory
redundancies. They have also deforred their proposed timetable
changes to 21 June. They believe the risk of concerted action
between BR and underground workers is in consequence less than
evens.

Conclusion

I am confirmed in my view that Sir Peter Parker and his
Board must now confront a major strike. They will effecitvely

commit themselves over the next few days. We now have a better
view from them of their plan, though it is still sketchy and
in places obscure. I believe we must now back them to the hilt.

A united and determined Board could now make major gains and we
must reinforce them in whatever ways we can. If they cannot
command our backing we must tell them now, so that they can withdraw:
but I do not think we could ask Sir Peter Parker and his colleagues
to accept the total loss of credibility that would entail.

B e s e i

I therefore recommend that I should now speak to Sir

Peter Parker to the following effect:

tactical decisions on workshop closures are for
the Board; o =

we accept and support his conclusion that he
needs to confront a major strike, with total
shutdown of the railway; but he must start soon;

he should therefore examine again whether he can
bring earlier than 4 July the imposition of
flexible rosters for drivers;




he must develop further the definition of his
minimum terms for ending the strike, when he has

seen the first reactions of the unions.

I am copying this minute to the Home Secretary, the
Chancellor of the Exchequer, the Secretaries of State for
Industry, Employment, Defence and Scotland, and to Sir Robert

Armstrong and Mr Sparrow.

WO:JOB

DAVID HOWELL
25 May 1982

(Approved by the Secretary
of State and signed in his absence)




BRITISH RAIL

1982 - INDUSTRIAL RELATIONS

1. The Board's preference for Option 4 of the earlier memorandum
i.e. to insist upon implementation of Flexible Rostering, other
1981 Productivity items, Workshop closures and rationalisation
was based upon the summary of advantage shown. A further and more
detailed comment follows ,about that Option and also the o

possibility of successfully adopting Option 2 (the continued
iSOlatiDn Of A.S.LCEI&.F‘ ) -

What issues will precipitate the conflict?

Issue i Trade Union

Board makes no pay offer for 1982 all Trade Unions

Board insists on delivery of outstanding N.U.R. and
1981 Productivity items A.S.L.E.&.F.

Flexible Rostering for Footplate staff A.S.L.E.&.F. (but
.U.R. have around
, 600 Footplate

taff members)
U

implemented following R.S.N.T. 77 N
1
S

Rationalisation of B.R.E.L. including N.UR: (P:5.8.4,
Works closures and C.S.&.E.U.

also involved)

Board makes a 1982 pay offer linked N.U.R. and
with Productivity A.S.L.E.&.F. (the
. Unions would
probably try to
go to arbitration)

What are the likely timescales for possible conflict?

1. No pay offer at R.S.N.C. on 28 May leads to conflict around middle
of June with all Unions. (The form of action will vary, e.g.
T.5.S.A. may simply withdraw from on-going consultations;

N.U.R. may additionally ban overtime working. This is minimal
action pending the case going to R.S.N.T. but the present strength
of feeling in A.S.L.E.&.F. and N,U.R. is such that further
industrial action, including withdrawal of labour, could well
occur), :

Board insists at R.S.N.C. 28 May the delivery of all outstanding

Productivity items leading in the case of N.U.R. to possible

conflict against the principle and specifically in respect of

Driver Only Operation of St. Pancras-Bedford local services,

negotiations on which are proving difficult. The timing of this

conflict would depend upon whether the Board set a date for
implementation whereas the N.U.R. would expect this to be
progressed through R.S.N.T.

In the case of items, other than Flexible Rostering, affecting

A.5.L.E.&.F., they would be likely to follow, rather thans lead,
the N.U.R. :




«.at are the likely timescales for possible conflict? (Cont'd)

Board advises R.S.N.C. on 28 May of its intention to implement
R.S.N.T. 77 in respect of Flexible Rostering. There is a risk
of immediate conflict with A.S.L.E.&.F. but it is thought that
confrontation would be deferred until depot rosters are posted
by the Board at certain locations for implementation. This
would probably be around 4 July.

Board confirms the B,R.E.L. preferred option for Works closures
and enforced redundancies. The N.U.R., having already decided
to oppose these proposals, would take industrial action from
14 June. C.S.&.E.U., although traditionally more moderate,
have issued a similar ultimatum (without timescale) and-would
undoubtedly follow the N.U.R, lead. ; _

Board advises Unions at R.S.N.C. on 28 May that there can be no
Pay Deal for 1982 until outstanding Productivity issues from
1981 are delivered. This leads to conflict in mid-June as
described in Item 1 above.

Lengfh of Confrontation

Sporadic disruption could continue for a long time provided employees
continue to draw some income from the Board.

The Union policy in this context would be maximum disruption at
minimum cost to the Unions, and their members.

The Board's policy would be to take early action leading to a
cessation of operations in a bid to bring pressure to bear and an

all-out -stoppage for whatever reason is likely to run at least four
weeks,

Costs of Confrontation

(a) A.S.L.E.&.F. strike and total loss Net worsenment =
of revenue but payment of salaries £25 million per week. .
and wages to non-A.S.L.E.&.F. members.

(b) Total closure and no payment” of wages Net worsenment =
and salaries. (ig £5.8 million per wee

£14) - Figure
assumes we can escapq
Salaried staff costs
If Salaried staff whd
have "contracts" hav
to be ‘paid the net
worsenment would be
around £m.16. per

week.

/Continued......
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@) Are there alternatives within Option 47

The Board's preference for Option 4 is well known and the tactics to

.pursue this option are heavily dependent on what is said to the
Unions at R.S.N.C. on 28 May and the statements given at the B.R.
Council meeting on 1 June. The first date will see the Board's
response to the Pay Claim, and the 1 June meeting is an attempt to
gain the.involvement of the Unions in dealing with the Board's
financial difficulties.

If Option 4 is not pursued in this way the problems do not disappear
and the Board's approach becomes fragmented,

The attached Appendix shows Option 4 and variations, described as
Options 3 and 4,

Conclusion

The available options are sumnarised on the attached statements as
options 2, 3 and 4,

Clearly option 2 is unsatisfactory in that it fails to meet the
Board's basic objectives and creates an unacceptably high price in
both the short and long term.

The difference between options 3 and 4 is essentially one of tactics.
By giving some limited deferment of the B.R.E.L. programme and time
for further discussion and exploration of export possibilities, the
N.U.R. may be inclined not to take immediate total action thus
maintaining, initially at least, the isolation of A.S.L.E.&.F. This
would mean that the dispute would be first with the A.S.L.E.&.F.

Consideration has been given to the possibility of achieving the same
result with N.U.R. by promising generous severance terms for the
B.R.E.L, staff involved (rather than deferring the closure decision)
but this, we believe, would exacerbate the position with N.U.R.
leadership rather than ameliorate it,

The Board remains convinced that the ultimate objectives can only
be achieved by the measures outlined in option 4 but as a tactical
move designed to maintain separation between N, U.R., and A.S.L.E.&.F.
for as long as possible, will move initially with the proposal to
defuse the emotion of the B.R.E.L. scene. Clearly tactics must be
revised in the light of emerging events but the ultimate objective

must remain,

Assessment of Likely Outcome

An all out strike would have serious consequences for the railway
industry and cause considerable anxieties amongst the staff.
However it would be unrealistic to expect the Trade Unions to
"surrender unconditionally" and the Board has to consider on what
terms a settlement could satisfactorily be made.

/Continued......




A
/@ Assessment of Likely Outcome (Cont'd)

The following factors are relevant:-

1. An improvement in pay (i.e. the conditional offer made at
the beginning).

The productivity items - to consider the minimum position
acceptable to the Board. :

The B.R.E.L. rationalisation proposals - this will probably
have been eased in the maximum possible way at the beginning.

We need, therefore, to establish the minimum acceptable position to
the Board on the six initiatives:-

Open Stations ~ - as the N.U.R. have co—oﬁerated and
' experiments are progressing this should
be brought to a conclusion.

Driver Only Operation if agreement with the N.U.R. is not
Passenger Trains possible for the Bedford-St. Pancras
service, accept reference to R.S.N.T.

Flexible Rostering N.U.R. to complete implementation of the
agreement reached,

A.S.L.E.&.F. - implementation of R.S.N.T.
decision progressively on a depot basis
from 4 July. No room for manoeuvre.

Easement of Single (1) single manning up to 9 hours with
Manning Flexible Rostering. No room for
manoeuvre.

(1i) Resume negotiations with N.U.R. and
A.S.L.E.&.F. for completion before
settlement. '

Driver Only Operation specific trials to be in operation within

non-Passenger Trains three weeks of resumption of work.

Trainman Concept negotiations completed and agreement
reached before settlement.

There is, however, another vital ingredient - some expression of
confidence in the future of the railways; a future based upon effective
use of assets and manpower which agreement on the productivity
initiatives would herald. It will be essential, therefore, that the
Board is able to associate with these positive statements that delivery
of productivity will be matched by a better renewals and investment
profile.

B.R.B. 25 MAY, 1982




ACTION

(a) At RSNC on 28 May
inform ASLE&F that
Flexible Rostering for
Footplate staff to be
implemented
Sequentially from

4 July, 1982,

(b) Offer pay increase
of 'x'% from date '_y_'.
OutsTanding 1981
Productivity items to
pursued through
procedure (RSNT if
necessary).,

(¢) Inform TU's before 7 June

of Board's decision to
defer Workshop closures

and rationalisation until

such time as Government
and BRB have fully
investigated: export
opportunities,

PROBABLE CONSEQUENCES

(a) Possible official industrial
action by ASLE&F from mid-June;
certain action from 4 July;
unofficial action possible

29 May onwards,

(b) and (c)

Unconditional pay offer and
easement of BREL position
placates NUR and

~effectively isolates ASLE&F,

COSTS (NETT WORSENMENT)

(a) £25m. per week unless - "~
escalates to total closure,
then £5.8m. per week.

(b) Delay on productivity
items £35m. p.a. *

(c) Reduced overheads not
realised £18m. p.a.
Surplus workforce £6m, p.a.%*

*These are not immediate costs
in the short term but any
.delay in achieving the
productivity initiatives
delays tae introduction of
the cost benefits.




ACTION : PROBABLE CONSEQUENCES

At RSNC on 28 May inform

(a) ASLE&F that Flexible (a) Possible official industrial
Rostering for Footplate action by ASLE&F from mid-June;
staff to be implemented certain action from 4 July;
sequentially from . unofficial action possible

4 July, 1982, 29 May onwards.

(b) Offer pay increase of (b) Provide Unions with united
'x'% from date 'y' provided front; may lead to co-ordinated
all six of }2_}_Productivity Joint action, from mid-June,
items have fmplementation

agreed, ™
F

(c) Inform TU's before: 7 June(c) At best, cause re-think by
of Board's decision to defer NUR on industrial action or

Workshops closures and- referral to Annual Conference;
rationatisation until such would isolate any NUR action to
time as Government and BRB pay only, with likely delay
have fully investigated until after Conference

export opportunities. (i.e. mid-July).

-

F

I

COSTS (NETT WORSENMENT)

-

(a) and (b)
£25m, per week, unless escalates
to total closure, then £5 8m, *
per week.

(¢) Reduced overheads not

realised £18m, p.a.

Surplus workforce £6m. p.a.
(approx. )

¥This figure could be greater
if some staff costs cannot
be avoided - see para. 4.
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A
STAND
FIRM -
NO
EASEMENT

A

ACTION

At RSNC on 28 May inform
(a) ASLE&F that Flexible
Rostering for Footplate
staff to be implemented
sequentially from

4 July, 1982,

(b) Offer pay increase of
'x'% from date 'y' provided
all six of 1981 Productivity
items have implementation
agreed.

(¢) No change in Board's
position on BREL workshops
closures and
rationalisation.

PROBABLE CONSEQUENCES

(a) Possible official industrial
action by ASLE&F from mid-June;
certain action from 4 July.
unofficial action possible

29 May onwards.

(b) Provide Unions with united
front; may lead to co-ordinated
Joint action, from mid-June.

(¢c) Ensures NUR action, from
14 June.

COSTS (NETT WORSENMENT)

(a) £25m. per week unless
escalates to total closure, -
then £5.8m. per week,*

(b) and (c)

Assuming total closure as a
result of combined actions =
£5.8m, per week.¥

*This figure could be greater
if some staff costs cannot
be avoided ~ see para. 4.




10 DOWNING STREET

THE PRIME MINISTER 25 May 1982

':2%_ S lns

It was good of you to send me a copy of the

recent ASLEF chsidential Address.

This makes very depressing reading. If only
the effort which - quite inappropriately and
unnecessarily - goes into staking out a political
position were to go into improving and modernising

the railway!

Sir Peter Parker, M.V.O.




MR. SCHOLAR ce Mr Mount

BR
We discussed briefing for Prime Minister's Questions this

afternoon on BR. You should I think see the attached record of
yesterday's meeting between Mr. Howell (supported by Mr. Sparrow)
and Sir Peter Parker. It does not take us a great deal further
forward; indeed in some ways it takes us backwards, because the
Board's enthusiasm for taking on all the unions at once is clearly
less than ours. You will note the way in which "help with Shildon"

(ie Government help) is becoming an increasingly central issue.

In the light of all this, I think that the Prime Minister
ought to take the opportunity, if it is presented at Question Time,
to increase public awareness of the need for rapid implementation
of cost saving measures as a precondition for any of the other
aspirations of the unions. We agreed that this should be done
without the Prime Minister being committed to any particular proposal,

such as the closure of Shildon. A possible form of words might be:

"The handling of these issues is for the BR Board, within
the financial constraints established by the Government.
The railways are a loss-making industry, and improved
working practices and greater efficiency must be achieved

quickly."

J.M.M. Vereker
25 May 1982
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1e The Secretary of State said that the options paper produced

by the Board on 19 June had been very helpful, He and his colleagues
had recognised the arguments that had teken the Board to their
proposed Option 4 and in principle were ready to back the Board

on their chosen course, Againsf this background he wanted to
re-emphasize however that there was no prospect of the Government

Mr Mayer

offering any advance commitments on future investment by the Board.

2. To be prepared for the possibility of a major strike the
Government needed toc look at BR's proposed tactics in detail and
to be clear as to what they entailed.

3. There were three major areas he wanted to explore at the
meeting., The first was timing. If there was a strike, how would

o R v star; and when would it start? How long was it likely to last?
What thoughts had the Board about ensuring that things moved quickly?
Would the meeting of the Rail Council on 1 June bring matters to a
head? If the strike was about pay rather than the imposition of
flexible rostering, how would that happen? And if it was about pay,
how could the Board prevent the pay issue from being taken to RSNT?

SECRET




L. The second issue was the presentation of the issues at stake
both to the unicns and to the public at large, He and his

colleagues appreciated the case for going for Option 4. This would
however involve taking the Shildon closure issue head on., His own
view was that the more any fight could be'sabout flexible rostering
and Bedford-St Pancras rather than Shildon, the better. There was
no questibn of suggesting that BR should climb down on Shilden,

The point was that in presentational terms it was important not to
put Shildon at the forefront. Was it possible fganayblic support

of” the NUR position on Shildon to be eroded througglfedundancy terms?

Was it possible to get any major export orders to provide at least
an extension of work at Shildon?

-

5 The third issue was how would the strike end. Last week

Sir Peter Parker had suggested that the most probable way to secure
8 conclusion was through attrition, What was the room for making a
pay offer at the end of the strike? What sort of terms would BR
envisage as acceptable for an eventual return to work? Would, for

ﬂﬁﬁﬁf' instance, a low single figure pay settlement in exchange for
oy specific agreements on new working rules do the trick? And what

-~

face-saver mightthere be for the unions?

6. Sir Peter Parker said that of the three issues the first to
consider was how the strike might be concluded. What did the Board
want to achieve? The Board's Option 4 in their paper of 19 June

was the’ logical way forward, But I;-;Es very risky. It would unite
both ASLEF and NUR. But they were entirely different in their whole
approach to industrial relations. It made the outcome of going for
Option 4 extremely unpredictable, If having gone for Option L4 there
was a short strike, then after it the Board would revive their
balance sheet of change approach and generally try to continue the
progress being made before the strike to get a cost effective and
modern railway, His own feeling, however, was that Option 4 would
lead to a long strike lasting two or three months. Given the
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enormous differences between the attitudes of the NUR and ASLEF
there could even be two ends to such a strike, There could well
be some sort of compromise with NUR, But with ASLEF there might
well be a fight to the finish., 1Ideally his own view was that BR
should be fighting NUR and ASLEF- separately. But BR did not how
have the funds to do this.

Te Mr Rose said that the timetable of any strike would depend

very much on how the issue of the closure of the BREL workshops

was handled. There were two possible face-savers for the NUR.

The first was a delay to BR's plans to close the Shildon and Horwich
works and the second was an expression of confidence by tﬁé Government
about the future of the business, through general commitments for
further investment,

8. The timetable for Option 4 started on Friday, 28 May with

the meeting of the RSNC., The Board were considering two options
to put to the unions. The firsﬁ was that there would be a pay
offer for 1982 only when the unions had delivered on their 1 981
productivity commitments, The second was to make the unions &
substantive pay offer but teli them that it would not be paid
until the 1981 productivity commitments had been delivered., There
might be Just a general discussion at the RSNC leaving matters to
be brought to a head on 1 June at the meeting of the Rail Council.

9 Whatever happened ASLEF would be told that new rosters were
going to be posted as from Sunday, 4 July in line with the
recommendations of the McCarthy report. It would not be possible
to bring the flexible rostering issue to a head much before then
without giving everyone the impression that the Board were spoiling
for a fight. In other words local depots at least had to have the
chance of considering the Board's proposals and ironing out any

particular practical problems on the new rosters.




10, With the NUR the situation was more complicated, If BR climbed
down on BR workshop closures,-then the NUR might defer threats

about striking until their conference at the end of June. If,
-however, the Board maintained their present line on the BR workshop
closures, then it was likely that at their Executive Meeting on

7 June a'decision would be taken to ban overtime and to go for

other guerilla tactics in the periocd leading up to the NUR
conference, Only at the conference would’any_decision.@gwﬁgggg

on whether or not to go for an all out Sﬁrik;;“m_mhq*“”

L

11. Mr Sparrow asked whether it was indeed possible for BR to
control the timing of events on industrial action. If there was

—

an element of control, what timing would in fact BR prefer?

b

12, Sir Peter Parker said that he would like to move as fast as
possible with ASLEF, Imposing flexible rostering as from 4 July
would almost inevitably lead to strike action by ASLEF immediately

thereafter, The position with NUR was different., He was still
balancing the options on what to do. If there was a mave on Shildon
by the Board, then it might be possible to hold off from a battle
with NUR for some time. He recognised there was a political interest
in bringing matté;; to a head very quickly on all fronts. But from
‘a business point of view it would be much better to hit ASLEF alone.
- A successful dispute with ASLEF would, he was sure, make it much
easier to bring NUR along on their preductivity commitments.

13. Mr Sparrow said that as he saw it the essence of Option 4 was
that a pay offer would only be made when progress had been made

by the unions on all the ocutstanding productivity commitments of the
1981 pay round. Would a statement to the effect precipitate
industrial action immediatel 2




14. Mr Rose said that such a statement would precipitate industrial
action immediately, €specially if therpre Was no softening up by the
Board at Shildon. But as Sir Peter Parker hag Just said the
industrial action taken immediately was more likely to take the form
of an overtime ban which would be difficult for the Board to
counter,

15. Mr Sparrow said that if the tactics preferred by the Board
wWere to separate ASLEF angd NUR, then this seemed to be more like
Option 2 than 0p£TEE"E. He could_see that, if this was the

e Top SOftening oh Shildon,

16. Sir Peter Parker saig that the snag with Option 2 was that it
did not go far enough, He still wanted to make very quick progress
on productivity with NUR., His own view was that this could be done
by dealing with ASLER separately and first, :

17. In sum, it would be.preferable to g0 for Option 4 in two -
stages dealing with ASLEF first, 2 g8 however, the Board had no
assurances that there would be help with Shildon, then with BR's
finances in their breésent state the Board would have no choice but to
go for Option L immediately, The consequences of doing this were

gress that had peen made with NUR in
—15§m£f6paéandé_béftle wiiﬁhNUR would be eitremely
"difficult to handle, They would inevitably say that they had
Co-operated at all stages with BR, had been held up by the ASLEF
dispute on the outstanding productivity issues, and that despite all
the help had received nothing by way of commitments from Government
on the future of the railways, The Labour Party and the TUC would also
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join in on NUR's side. All in all despite his own personal
preferences he felt that Option 4 being imposed immediately was the
only choice open to the Board in its present financial position,
Any other option would need the express co-operation of the
Government, )

418. Mr Sparrow said that for the Government to reach a view on

BR's proposals for the handling of the industrial relations issues
facing it, they would need more specific advice from the Board.
What issues would precipitate a conflict with the unions? When
would these issues come up? How long would a strike last? What
were the costs likely to be of such a strike for the Board both

in financial and other terms? What other alternatives to Option L
would the Board like to consider? What would the cost of such'a
package be? And what contribution would the Board require from

the Government? The Government wanted to back the Board but needed
to know more to be able to understand what the Board was seeking to
achieve, It was vital that BR were committed to their chosen course,

19, The Secretary of State said he would appreciate a note from the
Board about the implications of the three basic possibilities. The
first was Option 4 with the unions reacting by calling for industria
action as from mid-June, - The second was Option L4 but with a

promise to consider the NUR representations on Shildon further. This
would lead to an ASLEF strike over flexible rostering as from

L4 July and probable NUR all out action after its conference which
ended in the first week of July. The third was Option 4 split

into two stages by the Board deferring action on Shildon.

20, Sir Peter Parker said he would appreciéte a clear view from the
Government as to whether it was prepared to take the strain on
Shildon, that the cperation of Option 4 could not be done without

Government assistance, That said he was sure it was the best way
forward.

-

24.. It was agreed that there would be a further meeting on
Thursday, 27 May. '
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liscuss the latest position on the

general support to Option 4, the Board’'s

that they needed to know more of the

management’'s ing about the probable course of events when

industrial action had begun and abagut the tactics which might be

adopted to satisfactory conclusion. Your letter
of 21 May to ony Mayer commissioned future work on this in
preparat for a further meeting to consider how the Board would

handle the issues to 1at effect and at what cost.

25 The Chancellor thinks that it would be helpful if this work,
which will presumably be h: d in MISC 72, could cover the

following

of the Board's objectives in

and industrial relations issues;

a piecemeal approach is no

in view of the NUR's reported




what length and type of industrial action would
be involved and how far it would meet the

Government'’'s requirements on timing;

what the cost would be, both on BRB's finances

in the short term in relation to the present

n
constraints and BRB's longer term revenue

earning capacity;

what action could management take during a strike

to bring it to a successful conclusion;

what action could management take to withstand
industrial action and keep services running
(eg in relation to the NUR threat to take out

signalmen);

how would the Board handle any reference to

McCarthy during a strike;

what is the most/least this course might achieve
in relation to the objectives under (i) above
including an assessment of its impact on the
prospects of a more sensible financial and

industrial relations regime in the future.

the wider cost of option 4 including, as well as the
on BRB, the potential cost to other industries
NCB and ESI, bated in part on experience with

ASLEF dispute earlier this year.

All these points, except those at (ii) (d) and (iii) are
covered by the terms of your letter recording the 20 May
discussion. The Chancellor believes officials in MISC 72 should

be asked to report on these two additional points,
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The Rt. Hon. Margaret Thatcher, MP.,
No. 10 Downing Street,
LONDON S.W.1.
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With the even more extreme form of piracy that you
are dealing with immediately, this speech by the President of
ASLEF is secondary stuff. But I did feel it would be worthwhile,
When you have a moment, to see the quality of the opposition that
we are facing in the ASLEF Executive, heavily dominated from
the Left, and led by a President who sees his role in political
terms.

The damage that ASLEF is doing to our customers, and
indeed to the whole thrust of the modernising of the railway, is
formidable.

The point of sending you this speech is simply to show
the thoughts and the forces at work (if that is the word) in the
mind of the ASLEF leadership. We are on the attack against this
maddening intransigence, and whatever the duration of the war,
we will win.

Peter Parker

EustonSquare, PO Box 100, London NW12DZ Telephone01-262 3232 Ext 7800 Telex 24678
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is a pleasure and a privilege to welcome elected representatives

Annual Assembly of Delegates. [ do so in the knowledge of the
responsibilities that we must all shoulder in debating and reaching decisions
on crucial matters which are very much in the forefront of the minds of the
members whom we represent and will profoundly affect their livelihood and

we llbeing.

Delegates of the Society's membership have assembled today at a time

crisis in our national and international affairs. In the past month the
8ritish Government has taken up the military option and committed our country's
armed forces battle in the South Atlantic and at home the reactionary

administration of Margaret Thatcher has declared war on the Trade Union Movement.

f recent times have enforced our knowledge that the Government's

on 19th Century precepts with the Employment Bill, drafted not

L

industrial relations but as a key weapon to attack the Trade

incompetence of Govermment Ministers in failing to act on information
of the Falklands was imminent brought us to war with Argentina,
es by so many involved in the

iction of the military junta should have been foreseen and whilst




it must be condemned, our Movement must continue in its endeavours to bring

peace and ensure that the rights of the Falkland Islanders are paramount in

seeking a just solution.

This is not the time for inquests, though they will come later, but
it should be borne in mind that when the Argentine Government took up a
military option it was faced with internal political strife. That state of
affairs was not dissimilar to that facing the British Government. Student
of history will know that many unpopular regimes have been sustained by
artificially created waves of patriotic fervour. 50 the Labour Party
leadership was correct when it refused an invitation to be briefed on events
in order that its voice of criticism could be stifled by Privy Council

responsibility.

There can he no just and lasting solution through the use of
military force and it is imperative that the Trade Union and Labour Movement
should speak out and act in order to highlight the Tory war hysteria which
is little more than a diversion from the real problems facing the British
people. The Scottish Trades Union Congress has given a lead by calling in
question the policies being followed by the British Government. A unanimously
adopted resolution said that any settlement must safequard the citizenship

- Te

rights of the Falkland Islanders and emphasised the key role which the United

ust play in the negotiating process

for aid but we must be wary that

land crisis and it is, therefore,
overnment has taken account of the
>0 many military ventures have
intolerably long supply lines.
rmanent and adequately equipped
would be high and Govermnment
the interests of investment

reful not to sacrifice
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our social services and the welfare of our community in order to advance the
interests of those who do not live or work in either Britain or the Falkland

Islands.

repeats itself but there are some parallels
occasion that Britain went to war, in order to regain control
There 15 a remarkable similarity with the press
hysteria at th ime and the same newspapers that were stoking up patriotic

fervour are today resorting to popular jingoism.

Following the Suez debacle our defence strategy was rethought and
the 1957 Defence White Paper propelled Britain into the hideous nuclear
missile game. So we must bear this in mind and ensure that when peace is
once more firmly restored we do not move away from our commitment to

nuclear disarmament and the removal of nuclear bases from British soil.

The last twelve months have been the emergence of what has been
suggested as a new force i 1tish politics, namely the Social Democratic
party whose leadership is made up of political
profess a commitment to social justice whilst turning
without a base and has in its
who have not had the

f we are to achieve a more

't let us shed tears for what they have done, as we should

ice in the knowledge that the Labour and Socialist cause will be

served by their defection. ne Movement's ranks have been purged

ell have hindered progress and turned the Labour Party

Socialism,

[t 15 now at crisis level

3




with those registered as being out of work exceeding 3 million but the true
figure is far in excess of that number. What greater indictment can there
be of monetarist policies than the fact that there are now more people out

o0

of work than at any time since records began in 1886.

Many workers are on short time and the number of working hours lost
when added to the reqistered unemployed gives an overall job shortage of

over 4 million. Unemployment has hit virtually every section of the
population and none, apart from the very rich, has escaped. In some areas
the rate has reached as high as 74% and even in the comparatively affluent

South East Region, in some areas 42% are unemployed.

The misery and hardship of those without work is not confined to

a decreasing standard of living because long-term unemployment brings with i1
degradation and a growing realisation that the community no longer has use

for skills which have been so painstakingly acquired.

The misery and hardship of unemployment can only be fully understood
by those unfortunate enough to have had first hand experience but more and more
people are now gaining that experience with 1 in 4 of the unemployed being
without a job for over a year. Half of those who have been unemployed more than
a year are over 55 ye 0T ane. In the past they have served our nation
Government they are little more than a number in a
so be borne in mind that 1 in 4 of the Jong-term
years of age and yet our reactionary administration
as provided little of constructive benefit

country must depend in the years ahead.

s particular vulnerable groups
tain their home, so often through

ted them to come to Britain in

no
of our cities during the summer of

purpose and the indifference of a Government which




had turned its hack on social welfare, brought rioting to our streets.
Yet it was a Government professing a commitment to law and order which
]

created the conditions which led to social unrest and lawlessness in many

of our inner cities.

The Government believes that a vast pool of unemployment will

decrease the power of the Trade Union Movement and profit the multi-

national companies but it has created a ground-swell of social unrest

and bitterness with further street violence an inevitable consequence of

the Government's indifference,

The Manpower Services Commission estimate that unemployment
costs the tax payers well over £4,000 a year for each person who is out
of work and the total bill for 1981 amounted to £12 billion. This year
that bill is likely to rise to well over £14 billion. So any Government
attempt to cut public spending and reduce horrowing must be self
defeating. Every cut that is made reduces production and pushes more

into the dole queue.

solution will be found to the problem of unemployment

een a redistribution of the nation's wealth. Stress

n the very wide disparity between that small number of
Id such a large proportion of the nation's assets and the vast

re dependent upon them, often for the right to work. We
]

ing through all means at our disposal to ensure that

nt introduces legislation in line with the decisions
[t is only by effective monetary

nation's wealth that conditions will be

purpose of a Presidential Address
luence discussion to come., Within
which deals with the Trades Union

Employment Bill, which will

\ct and placed on the Statute Book.




But I am certain that I am not being contentious or influencing the debate
to come when I re-emphasise that the Tebbit Bill is nothing more than a
deliberate attack on the Trade Union Movement and that it was designed with
the objective of reducing trade union effectiveness. Our Movement is not
seeking confrontation but it must be made clear that trade unions will not
flinch from battle in order to resist the imposition of iniquitous
legislation. The Tory Party has no desire to improve industrial relations
and the Bill is merely an attempt to shackle unions and make them ineffective

in the defence of their membership.

1

I am certain that the campaign which was mounted against this

Society during its dispute with the British Railways Board was a prelude
to action which will embroil the wider movement during the months ahead.
From comments made it became clear that there was a growing realisation of
this fact amongst many trade unionists and it is therefore a pity that a
national trade union leaders could not set their sights beyond the narrow

confines of pare

The TUC is marshalling and co-ordinating the efforts of affiliated
trade unions in order to resist the reactionary legislation. None in our
Movement should stand aside because the dangers inherent in the Bill are
clear for all to see. As the TUC itself has said.if trade unionists have
any dabts about the present Government's hostility, then surely they must
have been removed when the Bill was published in January of this year. The
Government is proceeding step by step in its determination to weaken and
yreak the power of the Trade Union Movement and the Bill is specifically
designed to deplete the effectiveness of unions to organise and negotiate

r members. The measures provided by the Bill have been
to financially weaken our movement. But whilst we must
stermination to organise effective resistance, we must be

1

mis tak those who hold sway in our Courts will have

ges if accepted without challenge, could




Our Union has accepted and indeed endorsed the action of the
TUC in proposing that the General Council be empowered to impose on
affiliated unions a levy in order to establish a campaign defence fund
eet the financial demands arising from the proposed legislation.

It is right that should have been done but let us not believe we can

meet the levy and rest comfortable in the knowledge the TUC has the

power to safeguard its affiliates interests.
Trade unionists are law abiding citizens but that does not

mean they will be subjugated by discriminatory legisiation. Civil

disobedience is a form of popular protest which has not found a great

deal of favour in the past but it is action to which we may have to resort,

because there comes a time when unfair laws impose unacceptable burdens.

The right to organise and negotiate freely are basic liberties which have
been qained by the struggles of our predecessors and when such freedoms
are threatened by laws of deliberate intent, then we must as trade unionists

e prepared to stand and be counted and unflinchingly meet the challenge.

As I have said, the defence fund is a necessary part of our
-ampaiqn but we must ensure that the TUC does not merely become a collecting
for the payment of fines. There are other and more direct ways to
justice. We must make it perfectly clear from the outset that 1f
our colleagues should be committed to prison, the total trade union
snt should use its combined industrial strength in order to secure the

of those imprisoned for upholding basic human rights.

any within the Movement as unjust
as must the Government's attempt to

sere forced cap in hand to their

cady fallen victim to our country's
ation was elected with a clear mandate
transport services and to bring

rt policies advocated in a manifesto and latar




introduced are commonplace in many major cities on the continent of Europe.

Nearly every principal city in the world recognises that a cheap,
efficient public transport service is essential to its well-being, in order
to get people to work, to school, to friends, to the shops and home again.
Those cities spend generously in subsidising services. Public transport
subsidies in New York and Brussels, cities not known for their adherence
to Socialist policies, provide subsidies of 72% and 70% respectively.

The subsidy for Milan is 71% and that for Paris 56% and London with its
"Fares Fair Policy" was only providing 46% at the time of the Law Lords

decision.

But Tories in our midst, who are selective in their adherence to
democracy, went to law and the judiciary in the House of Lords judgment
upheld a Court of Appeal decision which invalidated the budget necessary to

implement the cheap fares policy. The Law Lords produced a judgment based

T

upon an interpretation of a Parliamentary Act. So I pose the question,
?

where should power 1i Through the ballot box or in the hands of a small

number of appointed people ?

is sometimes said that those charged with the responsibility of
administering the legal process are divorced from the realities of life.
Whether that is true or not I do not know but I am aware of the fact that

very few, if any, of those who hold high judicial office had personal

experience of the working class movement during their formative years. So
let us be in no doubt that any necessary interpretations and applications

of the proposed leaislation contained within the Employment Bill will not be
ploy

conditioned by first hand experience of trade unionism.

Delegates, you have before you within the Report of the Executive

Committee, a comprehensive statement on the developments which have taken

place and the campaign it is proposed should be waged against the Law Lords

decision which will lead to London's public transport subsidy being reduced

+n 17

by London Transport have taken




steps to organise and co-ordinate a campaign as part of a commitment to an
integrated and co-ordinated transport policy. The effectiveness of the
"Day of Action” on 10 March, when there was a total shut-down of London
Transport services, demonstrated the determination of trade unionists to
defend their rights. So we must not weaken from our commitment to that
campaign and there is no doubt in my mind that the delegates to this
Annual Assembly will re-affirm our Union's allegiance to the attaining of

a national integrated transport system.

The evil hand of monetarism was clearly evident in the recent
dispute on British Rail. The Rail Board's approach to productivity is
conditioned by an obsession to shed staff without thought for the long-
term consequences of such action on our industry, the nation's broad transport

policy, the staff who leave and the staff who remain. In our evidence,

the Railway Staff National Tribunal was told that if British Rail's estimate
of

a loss of about 4,000 posts is correct, the cost to the country of

keeping those 4,000 people fed, housed and clothed on the dole will
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our membership was pilloried for the action that it took. But it
2flection on trade union principles that individuals within the
wider movement by their public utterances ably assisted the well orchestrated
campaign of hate which was being directed through the capitalist press towards
! in our ranks. Now the workshops of British Rail are threatened
are being blamed for the loss of work, it is the
ss1on, enhanced by Government policies and cutbacks, that has
ne of railway business. [t 1s now, rightly, being very
dther trade unionists, that industrial action will be taken in
the jobs of those threatened with redundancy and I would not
nion for that.

running at a low ebb and the Chairman
Board, seeking to di t attention from his political paymasters,
scape-goat from outside management ranks. In his report for
d Chairman said that it was the ASLEF strikes which had disrapted
wogress of recent years but that he was not deterred from the
ing the ra system and to give better value. for money

railway. But the Board and the Government should take
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)f funds is the much heralded
abandoned for the time being because
revolutionary design could well have
cts and its successful introduction
nave enabled far higher speeds to have been achieved,

vestment in new track. But shortage of funds delayed its
oduction and now appears to have led to its abandonment. A short sighted

0licy, which will undoubtedly have arn adverse affect on the future business
) \

of British Rail., as wi e decision to close that vital electrification

link over the Pennines, the Man nester/Sheffield/Wath line.

Delegates, the Executive Committee has placed before you a detailed

and comprehensive report on the evep vhich culminated in the Railway Staff

National Tribunal taking evidence from the parties to the Machinery of

Negotiation on 15 and 16 March of thi year, The solidarity of our
membership in its industrial campaian wi 17 days of strike action was an

demons tratton of the de ation of lo staff to resist

tion of unw

e esolutior

By lution, the prese jleneration of footplate staff has shown

it is fully prepared to fight for trade union rights as did its
predecessors . >0 the BRB must F 1t wishes to run a successful industry,

nct delude itself because the stre veeling which exists in our

transformed into action should the need arise,

make these comments in the know edge of what is contained in RSNT

The Chairman of the d does not have a full unders tanding

of staff who work in the tplate line of promotion because if

ould have a greater a ciation of the reasons for the solidarity

the membershi

to enrol within

than

airman of the Board would

those
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Staff National Tribunal
set down in the Decision No 77 in tc 50 pages and it was stated
the outset the Decision that the members of the Tribunal considered
be the most dif eference they have had to deal with since

their involvement with the RSNT. [t was further said that it was the most
complex and far reaching since Decision No 42 which was published in 1974.
Yet, underlying the Tribunal's decision is Government policy and it is

interesting to refer to what is set ¢ in Paragraph 120, namely:-
"It should be said that we see r eason to doubt that the economic
and financial position of the railways is as stated by the Board and

summarised at paragraph 99. That is to say, the Board is justified

in believing that if they are to obtain the essential capital for

investment and modernisation which they require from government,
they must be able to demonstrate that they are making progress in

implementing the 1981 understanding on productivity.
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action to discard

ership during the period of
Railway Management that
trial relations. Our membership
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the unprecedented campaign waged
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From the Private Secretary 21 May 1982

THE RAILWAYS

The Prime Minister held a meeting yesterday evening at 1830
to discuss your Secretary of State's two minutes to her of 19 May.
Those present were the Home Secretary, the Chancellor of the
Exchequer, the Secretaries of State for Transport, Energy, Scotland
and Employment, the Minister of State, Department of Industry
(Mr. Lamont), Mr. Sparrow (CPRS) and Sir Robert Armstrong and
Mr. Gregson (Cabinet Office).

Your Secretary of State said that, as set out in the assess-
ment prepared by the British Railwavs Board (BRB), the choice for the
Government lay between backing the BRB in the confrontation with the
trades unions which they now thought virtually inevitable, or, if
the conclusion was that a rail strike could not be withstood, telling
the BRB to achieve the best deal it could on pay and productivity
without the risk of industrial action. The BRB felt strongly that
they should not seek to avoid a confrontation with the trades unions.
Their assessment was that the best course would be to insist on the
implementation of all the productivity measures covered by the 1981
understanding on productivity and also on the closure of the railway
workshops and cuts in administrative staff which they had been
pursuing; and that they should make clear to the trades unions at
an early date that no pay offer would be made until agreement had
been reached on these measures. It was essential that the Government
should fully support the BRB in their determination to achieve the
necessary improvements in productivity and reductions in excess
capacity, even if this meant a prolonged all-out strike, as seemed
likely. He endorsed the BRB's view that any confrontation should
be over a wide range of issues and not just flexible rostering, and
that no pay offer should be made until the outstanding productivity
issues had been settled.

In discussion there was general agreement that if industrial
action were inevitable it would be preferable, as the BRB proposed
for it to take place over all the outstanding productivity and
efficiency issues rather than on the narrow question of flexible
rostering. To seek to do otherwise could result in a series of
expensive and protracted disputes. Moreover, the biggest and most
immediate financial savings would flow from the proposed workshop
closures. But before the BRB became committed to this courses
Ministers would need to be sure that the tactices proposed by t b
BRB would result in early industrial action, and they would nesid
AS S sment of how industrial raction might bee brought to an

T I‘.-.-'-,




The chances were that an all-out strike would be protracted; the

BRB believed that it could last for 12 weeks or more. The BRB

would therefore need to bring matters to a head very early in June.
But it was far from certain that the two-step procedure they proposed
would achieve this; the timing of any strike was still largely in the
hands of the trades unions. The second stage - the meeting of the
12ail Council - could well result in proposals by the unions for
further discussions or for a Jjoint approach to the Government, which
the BRB could not easily refuse if they were to avoid the charge of
actively seeking a strike; but this would serve only to delay a
strike. It might, therefore, be better for the BRB to absndon the
Rail Council and to seek instead to force matters to a conclusion

at the meeting of the Railway Staff National Council proposed for
next week. The most effective way for the BRB to precipitate early
industrial action might be to press ahead with the proposed workshop
closures, particularly at Shildon. But if so, the public presenta-
tion would require very careful handling, since the public would
expect an early confrontation with ASLEF over flexible rostering,

not with the NUR, which, so far, had supported the BRB. On the other
hand, the workshop closures were a matter of great industrial
sensitivity, particularly for the NUR. It was not clear whether
there was an alternative to outright confrontation over this; for
example, were the staffs largely of an age at which they might be
prepared to accept general redundancy terms, as in the case of other
public sector industries?. If so, the necessary savings might be
achievable without industrial action on this particular issue. It
was important that the BRB should explore the possibilities urgently.

Whatever approach the BRB adopted, it was essential that the
trades unions should be denied the opportunity to refer some or all
of the disputed issues, or the pay claim to the Railway Staffs
National Tribunal. It was also important that the BRB should make
clear publicly that the pay negotiations had been deferred and
that it was not the case that they had made a nil pay offer.

In further discussion it was argued that it was unrealistic
for the BRB to expect the trades unions to capitulate completely
on every point, It was, therefore, important that the BRB should
have considered, before a strike began, what it would regard as an
acceptable conclusion and how this might be achieved. Ministers
would need an opportunity to consider the BRB's views on this point.
It was also essential that the BRB should be in no doubt of the
importance the Government attached to the improvement of the railway's
efficiency; Ministers might need to consider at some stage whether
the guidelines within which the BRB was operating were fully con-
sistent with this.

Finally, Ministers considered whether any further contingency
planning might be appropriate. There was general agreement that
there was as yet no need to take special measures to conserve power
station coal stocks, although the situation would need to be reviewed
when a rail strike seemed imminent. An all—ouufgﬁ%ike would, after
about 3 weeks, reduce deliveries of industrial gases, particularly
in the South East, by about 30 per cent. But the companies concerned
appeared to have detailed contingency plans and could ensure that
priority customers continued to receive adequate supplies. The
British Steel Corporation would be quickly and seriously affected
by an all-out rail strike, but the repercussions on the rest of
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industry were unlikely 1o be seriouss since steel stocks were
generally high and imports could be increased, It seemed unlikely
that there would be simultaneous, all-out strikes on the railway

and London Transport. But the Secretary of State for Transport
would keep the position under close review and alert colleagues if

it seemed that further contingency planning against this possibility
might be worthwhile.

The Prime Minister, summing up the discussion, said that the
BRB's assessment tended to confirm the earlier view of Ministers that
industrial action on the railways was almost certainly inevitable.
The BRB's preferred option, of tackling the unions on all outstanding
Productivity and efficiency issues, was probably the right one.
Information was not however yet available which would enable the
Government to judge how far the course of action contemplated by the
BRB would meet the Government's requirement that any industrial
action should begin as soon as possible and should be brought to an
end by mid-August. The Secretary of State for Transport, accompanied
by Mr. Sparrow, should therefore seek a meeting as soon as possible
with Sir Peter Parker, Mr. Reid and Mr. Rose. It should be made
clear at that meeting that the Government endorsed the BRB's objec-
tives of achieving the various improvements in productivity and
efficiency as quickly as possible; indeed some of these, such as the
administrative staff reductions, should be regarded as actions wholly
within management's discretion which ought not to have to be
negotiated. The Government also recognised that such efforts
carried a strong risk of major industrial action. They were however
concerned about the timing of such action. They therefore wished to
know in much greater detail how and when the action was likely to
arise. Ministers acknowledged that the initiative would inevitably
lie to a great extent with the unions themselves. But the Government
needed to know in more detail what scope there was within the existing
negotiating machinery and procedures for the unions to prevent matters
coming to a head and what options would be available to management
to counter this, It was also necessary to know more of the management's
thinking about the probable course of events when industrial action
had begun, and about the tactics which might be adopted to resolve
the various issues and bring the action to a satisfactory conclusion
within an acceptable timescale. In particular since the closure of
the Shildon and Horwich works seemed likely to be both a valuable
objective for management in reducing costs and a contentious and
emotional issue for the unions, it was desirable to explore how far
that issue could be resolved by offering generous redundancy terms.
The Secretary of State for Transport should also make clear to the
BRB that the Government was not prepared to promise to approve new
investment; success by the BRB in achieving improved productivity
should release funds for economically and commercially sound projects.
Ministers would need to meet again during the course of the following
week, when the BRB's response to the above points was available.
Finally, the Secretary of State for Transport should keep under
review the need for further contingency planning against the possibilitj
of simultaneous, all-out strikes on LT and BR.
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SECRET

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-9SEAH0VE 218 2711/3

20th May 1982

THE RATLWAYS

My Secretary of State does not feel that it is necessary to
attend this afternoon's meeting to discuss the problem of
industrial relations on the railways. There is, however, one
point which he would wish to register arising out of the BRB
paper attached to the Secretary of State for Transport's minute
of 19th May to the Prime Minister. This observes, in the
penultimate paragraph on page 4, that the railways are heavily
involved in movements connected with Op CORPORATE. This is
indeed the case. Our assessment is, however, that should there
be an all out strike on the railways it should prove possible to
transfer this traffic to road transport. Thus an all out strike
might cause some delay, inconvenience or minor disruption to our
arrangements for moving materiel to the South Atlantic but
should not actually prevent anything we have planned.

I am sending a copy of this letter to the Private Secretaries
of those who received Mr Howell's minute of 19th May.

&15u4\ s

Nide J s

(N H R EVANS)

M C Scholar Esq
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MR. SCHOLAR ¢c. Mr. Mount
Mr. Walters

INDUSTRIAL ACTION ON LT AND BR

I participated in the work of the Official Group, whose
Report has been submitted to the Prime Minister under cover
of Mr. Howell's note of 19 May; and I am sure that
Mr. Howell's conclusion - that we shall get by, because

the LT disruption is likely to be spasmodic - is right.

There is, however, one point which Alan Walters and
I would like to see pursued, which is mentioned in paragraph 18
of the Report: that is lifting the current restrictions on
taxis and hire cars, Alan has already raised this generally
in H Committee, and will be keeping up the pressure for a
substantial deregulation of the taxi trade. We think that
it would be useful to use the occasion of a coincident LT
and BR strike to show the advantages of this approach.
If the Prime Minister agrees, your acknowledgment of
Mr. Howell's note might say that she is content with what
he suggests, but would like the question of deregulating

taxis and hire cars to be looked at particularly carefully.

20 May 1982
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good information.
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ASLEF's rule book leaves the discretion of the Executive whether

to pay strike pay and, if so, how much. During industrial action
earlier this year, ASLEF set up a hardship fund, but did not pay
strike pay as such. Their total assets are -£2.4 million, of

which £€1.3 million are fixed.

The NUR rule book provides for strike pay of £5 per week at the
discretion of the Executive. There have been no national strikes
on the railways for many years, and therefore no clues as to
likely practice. But their total assets are £20 million, of

which £3.5 million are fixed.

I conclude that in an all-out strike, rather limited strike pay
could be made available for a very long time, but that it would

not go anywhere near to offsetting the loss of earnings. I

am sending a copy of this to Michael Scholar, in case it should

be relevant to this evening's meeting.

20 May 1982




M o #mn

A
'F’IAM A'an) Vi~

fus
s WS o B

PRIME MINISTER cc Mr Mount
Mr Walters

British Rail

Despite your other preoccupations - and perhaps because
they may become even more intense over the coming week, and
further meetings on BR may be unwelcome - I hope it may be

possible to establish at your meeting tomorrow a clear strategy

for handling BR's industrial relations issues, and the terms

in which it is to be conveyed to the Board. We must not let

time slip through our fingers: the Board are already
suggesting that 5 July is the earliest date for a strike,

whereas from our point of view it is about the latest.

I think you may find it helpful to start by clarifying

the financial position of BR, and the financial consequences

of a strike, so that there is agreement on the extent of the
Government 'sleverage on the Board. It would be useful to
establish:

(i) That BR could live within their EFL this year,
if they made no pay offer, went hard on other cost
savings, maximised asset sales and changed their investment

plans.

That an all out strike, and closure of the railways,
is not very expensive for BR in the short term - ie
disregarding permanent loss of custom - as long as the

Government continues to pay the PSO grant.

The next question is what BR is actually proposing. At the time

of writing I have seen nothing to persuade me that BR has constructed
a coherent strategy for handling their problems, as requested after
your last meeting. But it is reasonably clear that the BR Board,
like the Government, is prepared for a strike. It is essential

to establish:

(i) The precise issue that brings a strike about, its public

/appeal,




appeal, and the timing.

(ii) The terms on which it is to be ended.

In the attachment to this note I suggest such a strategy,
starting from the terms of our communications with the Board,

and concluding with a suggested settlement package.

I am convinced that a significant pay rise (up to 6 per cent)
has to be an element in the settlement of the strike. It is
not realistic to look for a complete climb down, in which the
staff offer all the productivity savings in return for no pay

rise. Even though it may mean increasing the EFL to accommodate

it, a settlement on the lines indicated - in which, for the first

time on BR, the extra pay is given only after delivery of cost

saving measures - holds out the best prospect of long term

improvements in working practices on the railways.

19 May 1982




BRITISH RAIL

Government messages to the Board

(a) The Government expects the Board to handle this
complex of industrial relations issues themselves,

within the financial constraints outlined below:

(b) The Government understands that the Board at present
foresees the possibility of exceeding their External
Financial Limit in 1982/83, and expects them to take the
necessary remedial action. The Government believes that
income from asset sales and reduced investment plans,
combined with no pay rise for railway staff, would be

sufficient to meet the forecast EFL overshoot.

(c) The Government accepts that savings in costs

arising from the implementation of productivity measures

may accrue over too long a period for them to finance

a pay rise this year. If - and only if - the Government
satisfied that cost saving measures are actually being
implemented, which offer the prospect of substantial benefits
in the longer term, the Government would be prepared to

consider some elasticity in the EFL to ease the impact of

a pay rise in low single figures, until the full benefit

of the savings is felt.

(d) The Government is prepared to sustain an extended
period of industrial action, as long as it is over by
the end of August. The Government would continue to pay
the PSO grant (about £15m a week) even during an all out

strike, in order to help BR sustain it.

Likely Board and union reaction

(a) The unions would continue to resist the cost saving

measures currently in dispute, e.g.

/ - Flexible




Flexible rostering for footplate staff
Single manning of freight trains
Single manning on the Bedford-St. Pancras route
Development of the trainman
Closure of BREL workshops
Open stations
(b) So the Board would have to make_a nil pay offer, and
to ensure industrial action was not merely delayed for
a few months would indicate that, in the absence of cost

saving measures, it was final - i.e. not susceptible to

arbitration.

LE) There would be an all out strike, probably starting
in the week of 5 July (i.e. the week after the Rail Council

meeting planned for 1 July).

Objectives for a settlement

Our objectives for the settlement package would include:

(i) A pay rise in low single figures, certainly not
above 6%.

Implementation of the cost saving measures in

paragraph 2(a) above as from the settlement date

The avoidance of further reference to any of the
elements of the package to the RSNT (this means
keeping the negotiation of the settlement within

the Rail Council).

A settlement in time to enable power station coal

stocks to be rebuilt.
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The Railways

INTRODUCTION

At your meeting on 12 May Ministers reached the preliminary conclusion that
major industrial action on the railways this summer was probably inevitable
and that it would be preferable for it to begin in June rather than late in
the summer, because of the implications for power station coal stocks. But it
was agreed that the first step was for the Railways Board to let the
Government have a written assessment of the tactics and timing for handling
the various industrial relations issues which they now face. 1In the light of
that Ministers would consider what further advice to offer the Railways Board.
This assessment is attached to the Secretary of State for Transport's minute

to you of 19 May.

2. Ministers also commissioned two further pieces of work, viz:-

a study by the Official Group on Railways Policy (MISC 72) of the
likelihood and consequences of simultaneous industrial action on the
railways and London Transport and of the steps that might be taken
to alleviate them. This is attached to the Secretary of State for

Transport's second minute to you of 19 May: and

an assessment by the Secretary of State for Industry of the impact of
a rail strike on the chemical industry and in particular the
distribution of industrial gases. I understand that the Secretary of
State for Industry will be briefed to speak on this at tomorrow's

meeting.

MAIN ISSUES

3. At your meeting tomorrow at 6.30 there are, I think, three main topics for

Ministers to discuss, namely:-

1
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a. the BRB's assessment;
b. what should be said to the BRB in the light of this;

¢, what further contingency planning, if any, might be worthwhile,

BRB's assessment

&, In the paper attached to Mr Howell's minute the BRB recommends Option by a

course of action under which they would seek to confront the unions on all

outstanding issues affecting productivity and efficiency in the context of the
g gy,

e, e ——ty
negotiations on the 1982 pay claim, As initial steps they would make their peosition

clear at a meeting of the Railway Staff National Council (RSNC) in the week

==
beginnin% 24 Max and subsequently at a meeting of the.BR Council in early June,

They have however stressed that, in their view, an integral part of the

presentation of their case should be some promise on future investment.

S
5e In hie covering minute Mr Howell has implicitly endorsed the BRB'éﬁ;;efereuce
for a confrontation on all issues, and he asks that he should be authorised to tell
Sir Peter Parker that‘ﬂg-;:::E;T:; that he must face the risk of a major rail strike
and we will not hold him back from that. He does not however accept that there
should be new promises about future investment. He proposes instead that we should

R s b et Sn e ]
stress what the Government has already done for the railways, and its support for

the BRB's objectives which should, if attained, release funds for economically and

commercially sound projects.
6. You may wish to focus discussion on the following points:

1 4 The BRB's assessment does not go into sufficient detail o
What steps are likely following the BR Council meeting in earix June? 1Is
it likely that the railway negotiating machinery will again be brought into

use? When is industrial action most likely to begin?

ii. Are Ministers satisfied with the posgition on new investment? The

BRB's assessment places great stress on the need for a positive message to

the unions, Is it sufficiently clear that the BRB accepigrfhe posgition on
new investment outlined in Mr Howell's minute?

SECRET AND PERSONAL
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iii. How does the BRB expect to bring the industrial action to a
conclusion? They acknowledge that their chosen option will make the
ultimate resolution of all the issues more complicated. Are they assuming
an eventual total defeat for the unions and, if so, is this likely? If not,

what kind of resolution of the issues would they regard as ultimately feasible?

should be said to the BRB?

i Subject to any light Mr Howell may be able to throw on points i. to iii.
above, Ministers may feel that they are not yet in a position to judge whether the
course of action envisaged by the BRB is likely to meet the Government's

objective ie that any industrial action on the railways will start earlier rather
than later and is likely to be broughtto an end by mid-August or thereabouts. If
so, the right course would probably be not to give guidance to the BRB at this

stage on the Govermment's attitude to industrial action but to ask for the BRB's
—

thinking on these points as quickly as possible,

L e -1 e T W i el et W P o P

Further contingency planning

8. Mr Howell's other minute covers a report by the Official Group on Railways
Policy (MISC 72) on the prospects of simultaneous strikes on BR and LT and the
measures that might be taken to cope with this. The Group do not think that

co-incident all-out strikes are very likely; it seems more probable that further

industrial Efouble on LT will consist of one-day strikes, in which case the

existing contingency arrangements would probably be adequate. The possibility
cannot be ruled out that the GLC leadership would encourage militancy on LT once
a BR strike had started. If as a result simultaneous all-out strikes were to
occur, MISC 72 thinks, on the basis of past experience, that the most profitable
approach would be to seek to limit the demand for travel (eg by encouraging
7-day working and staggered hours), Mr Howell endorses this view. He suggests
that it would be worthwhile asking officials to prepare further contingency plans
for measures of enforcement or using volunteers only if we foresee circumstances
in which the declaration of a state of emergency would be both justified and
politically desirable, You will wish to ascertain whether other Ministers agree

with these conclusions.

9. The Secretary of State for Industry was also asked to investigate further

the impact of a rail strike on the distribution of industrial gases. The

b
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Department of Industry has spoken to the main company involved, British Oxygen,
They have detailed contingency plans already prepared. They think that normal
supplies could probably be continued for perhaps 2-3 weeks, and after that they
could probably continue to deliver 70 per cent of normal. BOC would be able to
identify priority customers. In the circumstances I understand that the
Secretary of State for Industry is likely to conclude that although the impact of
a rail strike on industrial gases would not be negligible, it would not be
sufficiently serious to warrant reconsideration of whether industrial action on

the railways could be withstood.

HANDLING

10, You will first want to invite the Secretary of State for Transport to speak

to his minute about the BRB's assessment of industrial action., You might then
focus the discussion on the three points in paragraph 6 above, and the question of

what should be said to the BRB.

11, You will also want to invite the Secretaries of State for Transport and

Industry to comment on the need for further contingency planning and on the impact

on industry of a rail strike.

CONCLUSIONS

12, You will want to reach conclusions on the following points:

s whether the BRB should be asked for more information about the likely \

timing of industrial action, and about their ideas for bringing the

3 s acti - —— 3 . — - -
industrial action to a conclusion; f'\p "
)

;5 B what, if anything, should be said to the BRB at this stage about the

: 2 . G F
Government's attitude to industrial action; o

e

e s
iii, what further contingency planning, if any, should be undertaken,

.
“

I

P L. GREGSON

19 May 1982 \_‘/
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Prime Minister
THE RAILWAYS

Following your meeting on 12 May I asked Sir Peter
Parker to let me have the Railway Board's written assessment
of tactics and timing for handling their current pay and
industrial relations problems. I attach the Board's assessment.

In brief, the Board are saying that they propose
to make any pay offer for 1982 conditional on delivery of
the outstanding productivity commitments of the 1981 pay settlement.
They are also saying that they expect to bring matters to a
head, with the strong probability of a total rail strike in
June or early July.

I have reviewed the Board's financial position.
Their latest forecast is that without further remedial measures
they may overshoot the 1982/83 EFL by up to £100m. Part of
this overshoot would be the extra redundancy costs from the
measures they have now instituted to slim down administration and
close workshops. They have been seeking ways to pull back this
overshoot - by accelerated property sales, by a freeze on
investment starts, by attacking working capital and by possibly
bringing forward the next fares increase as well as by further
search for operating savings. They have Jjust told me that helped
by falling inflation, if these means succeed, then there has
now appeared the prospect that they might be able to live within
their 1982/83 EFL. This would enable them to accommodate
something approaching a pay provision of the kind they originally
envisaged for their 1982 budget (44% for a general increase plus
a further 1% for specific productivity changes).

SECRET
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Each 1% on pay costs BR some £15m in a full year.
Each week of total strike entails immediate losses of some
£6m a week net (the normal PSO grant being of course suspended).
Their ability to cover a 5% pay increase would be eroded
fairly quickly by the consequences of a major strike.

In sum our constraint of no extra money means that
the most the Board could offer the unions even after delivery
of their 1981 productivity commitments is 'a low pay settlement
reducing if there is a strike.

So either way this is a very tight financial framework,
and I offered Sir Peter Parker no prospect of alleviation. The
Board regard a major crisis in their industrial relations as
unavoidable unless the Board's own policies were to be wholly
abandoned. 1In their paper attached they propose to precipitate
matters, while trying to maintain a sound public posture. I
am sure we must support them in their chosen course.

The Board's paper points out that the unions may
seek to make an attack on us that we have given inadequate
support to the railway and inadequate commitment to its future.
I have made it clear to Sir Peter that there can be no question
of our attempting to buy that off by new promises now. This
makes the hand doubly difficult for him, particularly when the
time comes for his to appeal direct to the workforce over the
heads of the union executives. At this stage I think that our
right course will be to develop a campaign showing the major
things we have already done for the railways, and our support
for the objectives that the Railways Board 1s pursuing, success
in which should itself release funds for economically and
commercially sound projects.

SECRET
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I propose that I should be authorised to tell
Sir Peter Parker that we recognise that he must face the risk
of a major rail strike, and we will not hold him back from
that.

I am sending copies of this to the Home Secretary,
the Secretaries of State for Industry, Energy, Employment,
Defence and Scotland, the Chief Secretary, and to Sir Robert
Armstrong and Mr Sparrow.

Vi

DAVID HOWELL
19 May 1982







STRICTLY CONFIDENTIAL

BRITISH RATLWAYS : 1982 INDUSTRIAL RELATIONS

The Railways Board, in pursuing its financial objectives, now
faces confrontation with the Trade Unions on a number of issues,
most of these have a very high probability of either strike action
by Trade Unions or the Board having to close down the railways
because of Trade Union and staff intransigence.

Pay increases in 1982 are a common factor for all the Trade Unions,
but the other issues are shown below indicating which Trade Unions
are involved in resisting these changes:-

OUTSTANDING 1981 PRODUCTIVITY COMMITMENTS

1. Flexible, variable day length
rosters.

Further Single Manning of Traction Units.

Driver Only Operation, Passenger Services,
St. Pancras-Bedford.

Driver Only Operation, non-Passenger
Services.

Trainman Concept.

RESOURCE AND STAFF REDUCTIONS

Further "slimming" of Administration
staff numbers.

BREL redundancies and closure of Shildon
and Horwich Works.

Of these seven items only forcing through the Administration scheme,
which mainly affects TSSA members, has a chance of success without

a stoppage of rail services. In all the other areas there are known
Trade Union policies or attitudes requiring the Unions to take
industrial action to prevent those changes being imposed.

This is the situation in which the Railways Board believe it un-
wise to risk a series of stoppages over each of the items in
different timescales but, if confrontation is unavoidable, to
embrace all the issues at one time.

There are of course a number of alternative courses of action in

a mix of issues of this kind. The Board believe that essentially
there are four main choices:-

/Continued .c.eou0




OPTION

he "soft" approach.
Do not risk
confrontation -
settle best terms on
all issues.

Isolate ASLE&F.
to insist upon
implementation of
Flexible Rostering
for Footplate staff.

Insist upon delivery
from ASLE&F and NUR
of all the out-
standing 1981
Productivity items.
This means specific
agreements to
implement working
practice changes
detailed in Page 1
(items 1 to 5) on
the Board's terms.
Defer decision on
BREL Workshop
closures.

Ingist upon
implementation of
Flexible Rostering,
other 1981
Productivity items,
Workshop closures
and rationalisation.

Board

2 =
ADVANTAGE

Railway services continue

to operate. Revenue
protection, public and
customer confidence
improves with service

' stability.

- Keeps other Unions apart
- from this controversy.

Supports NUR/TSSA
response to Flexible
Rostering. Board'!s
position technically
and morally sound and
understood by public.

Achieves the objective
for changes in working
practices. Seen to be
consistent in approach
to both Unions.

Avoids the public/
political emotion/
reaction to the
proposed Works closures.

Board doing everything
possible to achieve
financial objectives in
the long run. The
railway industry's
efficiency and image
improved. Board
resisting "soft"

option and TU militancy.
Avoid a series of
service disruptions
which have greater
adverse effect on
customers than a

"once only" stoppage.

DISADVANTAGE

Board credibility
totally lost.

Railway Management
morale and
motivation
deteriorates.
Financial objective
undermined. TU
militancy strengthene

Fails to achieve
financial objective.
Board seen to be
accommodating NUR.
Other 1981
Productivity changes
not secured (e.g.
Driver Only
Operation, St. Pancra
Bedford). Not facing
up to BREL surplus
capacity. ASLE&F
industrial action
virtually certain and
subsequent action by
other TUs likely as
other changes are
pursued.

Industrial action by
ASLE&F and NUR
inevitable. Financial
objectives at risk
through the deferment
of Works closures.
Triumph for workers
in BREL.

This unites all the
TUs in reaction to
the Board and may
gain wider TU
movement support.
May weaken the
position of
moderates in NUR,
Ultimate resolution
of all the issues
more complicated.
The period of
industrial action may
be longer.

a9 0898 8
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. The Board is strongly of the view that the "package" Option
should be followed for the reasons already stated. The
proposed strategy to achieve this is to use the 1982 pay claim
negotiations, which are already overdue, because the pay
situation is common to all the Unions and a dispute over this
affects them all. :

The procedure the Board would wish to adopt is:-
STEP 1

Convene an RSNC meeting week commencing 2l May, 1982
for the purpose of discussing Pay 1982 and RSNT
Decision No. 77 on Flexible Rostering. At that
meeting declare that Pay and Productivity for 1981

is still not finalised - suggest B.R. Council meeting
to discuss Board's finances, Productivity and
Rationalisation changes needed and possible investment
discussion/decision of Secretary of State.

On Flexible Rostering, Footplate staff, and assuming
the Annual Conference support the Executive Committee
decision to reject RSNT Decision No. 77, then tell
NUR and ASLEX&F that the Board reserves its right to
introduce these rosters and would talk to the Unions
again when a date can be determined.

STEP 2

Arrange a special B.R. Council meeting early June,
1982. & U

EE——

The purpose of this meeting to reiterate to the Unions
the even greater need for their co-operation in e
responding to the case for changes.

To have any chance of success this meeting must have
reference to the future wellbeing of both the industry
and its labour force.

This will require, in the Board's view, evidence now
of some investment commitment. Attached as

Appendix 'A!' is a potential "1982 Balance Sheet of
Change".

The Railway industry has, in recent years, achieved significant
changes and cost reductions; the following are some examples:-
Parcels C&D Withdrawal.
Freight Rationalisation.
MSW Closure.

Passenger Service Adjustments.
Major office changes.

Signalling Scheme Implementation.
Introduction of new office techniques.

/Continued




. Reductions in manpower and posts reflect these and other chan es.
Since August 1980 the Railway labour force has reduced by 1l,600
(8.2%) and the number of posts has reduced by 17,700 (9.0%). 1In
the same period BREL has reduced its labour force by 1,500 .

The Trade Unions will capitalise on this performance and will
review the 1980 Balance Sheet of Change alleging that the Board
and Government have failed to fully respond as the Unions
already have done. The Trade Unions position and attitude is
summarised in Appendix 'B?,

Counter arguments from the Board will be that notwithstanding
what has been done the financial position has worsened and
requires the early acceptance of the outstanding productivity
items and that much of the past achievement was a balancing of
resources to match the emerging business needs.

The Board will also be arguing the case for BREL Works closures
and redundancies and Appendix 'C! explains why the Board
consider this to be necessary at this time.

There is little in the package to attract Trade Union co-
operation and some evidence is needed of Government and Board
confidence in a future railway. This could be done by giving
the Board discretion to invest in projects provided that they
were satisfied that other conditions, such as Productivity,
rationalisation of resources, etc., were not being obstructed
by the Trade Unions. A decision to improve investment now
would also create the conditions whereby should there be
failure it can be described as the Trade Unions refusal to
examine the facts of industrial and financial life in a
situation where the Board is not only willing to explain its
case but, in doing that, will offer pay increases in 1982,
will restructure pay in the future - provided the Trade Unions
and their members co-operate in the changes relevant to the
future role, size and shape of the Railways.

A presentation on this basis would also be helpful in the event
that the Board is in dispute with the Unions and needs to
communicate directly to persuade employees to co-operate.

The strategy recommended and the tactics outlined are in the
expectation that there is a near certainty that rail services
will be disrupted and the Board has estimated that the
travelling public and Freight customers would prefer, as the
lesser of the two evils, a "once for all stoppage" to the
uncertainties created by a series of separate disruptions.
Some Freight customers are better able to survive lengthy
dislocation to the supply of materials than others.

Chemicals, Petroleum and Steel would be likely to be in difficulties
in 2/3 weeks of a stoppage. Automobiles and Cement in about
6 weeks. Fuel stocks on the other hand are plentiful.

The Railway are currently heavily involved in movements connected
with the Falklands.

It is anticipated that passenger commuters would start to
pressurise for restoration of services after a couple of weeks
of personal inconvenience.

/Continued ......




. The cost benefits from the changes the Board is seeking do not
in themselves resolve the financial problems but they do make
a contribution. In considering the probability of confrontation
with the Unions and the Railway business being disrupted, the
following estimates of financial effect are relevant:-

ASLE&F strike and total loss
of revenue but payment of

salaries and wages to non
ASLE&F members.

Nett worsenment £25m., per week

Total closure of Railway and
no payment of wages and
salaries.

Nett worsenment £5.8m. per week

BREL closures and work re-
allocation.

Reduced overheads by £18m. per annum

Total value of the
Productivity initiatives £35m. per annum




PROPOSED "BALANCE SHEET OF CHANGE, 1982"

Complete the commitments still outstanding
from the 1981 Pay and Productivity Agreements:-

The Open Station concept.

1.2. Flexible Variable Day length
rostering.

1.3. Easement of Single Manning of
Traction Units.

Driver Only Operation of Passenger
Trains, Bedford-St. Pancras services.

Driver Only Operation of non-
Passenger services.

1.6. Trainman concept.

Reduce the cost of Administration by post and
staff reductions and altered systems and
methods.

Rationalise Workshop capacity within BREL and
the Regions to match future needs. Including
where necessary Works closures.,

Continue the discussions/negotiations on changes
in working practices and national agreements for
those remaining and needed items from Clause (1)
(iii) of the 1980 Pay Agreement with a view to
generating productivity savings, part of which
could be used to bring about the Pay and
Conditions of Employment restructuring which has
been mentioned repeatedly in the past as being a
shared objective of the Trade Unions and the
Board.

APPENDTX 'A!

Specifically Authorise

Rail Network Electrification:-

1¢1.
1.2.

Hitchin-Huntingdon.
Huntingdon-Leeds/Newcastle.

Victoria-Gatwick Rail Link Scheme.

Build LO lightweight DMUs.

e

25
e 3.
TR

L.5.

Agree in Principle

Increased New Build of EMUs from
175 to 220 p.a.

Build DMUs at 50 a year.
Build 180 Mark III Day Coaches.

Replace existing WCML locomotives
with 30 to be built.

Speed up modernisation of Signalling
schemes.

Endorse the need for new Financial Structure
(Serpell Inquiry).

Provide financial transition for future
Pay Restructuring.




BRITISH RATLWAYS BOARD

STRICTLY CONFIDENTIAL

APPENDIX t'Bt : SUMMARY OF TRADE UNION ISSUES AND ATTITUDES

ASLE&F

Executive Committee have rejected RSNT Decision No. 77,
Flexible Rostering, and this will be discussed at
Annual Conference commencing 17 May, 1982 when the
likely lead to delegates will be to oppose productivity
proposals which alter Footplate staff numbers or (as
they see it) worsen conditions of employment. ASLE&F
will be claiming cost of living pay increase in 1982
separate from any productivity commitment.

CS&EU

The Confederation of Engineering Unions are accustomed
to the industrial management practices in both the
private and public sectors. Normally moderate they
tend to respond to the employers ability to pay but will
expect a pay increase not far removed from what has been
hagpening to their skilled worker members elsewhere in
19 2-

Currently the CS&EU are opposing the proposals
affecting BREL capacity and have formally declared their
intention to take industrial action *o prevent Works
closures and enforced redundancies.

NUR

Annual Conference late June/July. Existing Conference
decisions require strike and other industrial action
by the Union if BREL Workshops are to be closed and if
there are to be compulsory redundancies. 1982 Grade
Conferences have decided to oppose Board proposals for
Driver Only Operation of Passenger and Freight trains.
The NUR are seeking pay increases without productivity
conditions in 1982.

TSSA

Annual Conference has just taken place and in the matter

of pay negotiations the Executive Committee have freedom

to move from the policy of keeping pace with the RPI
movement, but pay increases will be sought along with

other Unions. The Board proposals to reduce Administration
costs by the release of some 2,300 volunteers for
redundancy is opposed by the TSSA Executive and this will
undoubtedly be endorsed by this Annual Conference. . TSSA
members are also affected by the BREL surplus capacity
problem.

/Continued ..




Very broadly a picture appears of these Trade Unions having
either common policies emerging or about to emerge and being
affected similarly by the Board's proposals for both
productivity and rationalisation change.

PAY

All Trade Unions are seeking increases without
strings.

PRODUCTIVITY

The CS&EU are least affected but there are specific
proposals for the others with TSSA having the
easier response to make about Administration changes
and both ASLE&F and NUR sharing most of the 1981
outstanding commitments and the Train Crew activity
is that which has been the main focus of public and
political attention. -

RATTONALISATIONS AND REDUNDANCIES

The NUR and CS&EU share the greatest burden carried
by the BREL Workshop surplus capacity. Because the
NUR have members across the corporate railway their
resistance and potential industrial disruption would
have great impact upon the total business. The NUR
are taking the lead with the CS&EU in obstructing
these changes.

SUMMARY OF LIKELY TRADE UNION ARGUMENTS IN SUPPORT
OF PERCEIVED ATTITUDES

The perspective likely to be presented by the Trade Unions is

of continuing co-operation since the 1980 Pay Agreement resulting
in significant staff and post reductions, currently running at

an annual rate of 68m. as jointly recorded by Management and
Trade Unions.

This includes co-operation by the Unions in decisions like the
withdrawal from Parcels C&D activity, Rationalisation of

Freight Marshalling facilities and general good housekeeping,
including savings from reductions in the Administration function.

The Unions will relate this co-operation to the smaller savings
arising from changing working practices.

The ASLE&F will attempt to maintain arguments about
impracticability in the Flexible Rostering issue.

NUR especially, remember their November 1981 "Broken Promises"
public statements?, will return to the theme of Government (and
B.R. Board) not responding to the investment decision as part
of the agreed "Balance Sheet of Change" of 1980/81. The view
of the Unions is that the Minister of Transport, at that time,
had indicated acceptance of the package described in the
"Balance Sheet of Change".
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BREL SURPLUS CAPACITY

1. REDUCTIONS IN REQUIREMENTS

During 1981, BR's locomotive, carriage and wagon fleets were
all substantially reduced because of productivity initiatives
and this trend will continue thereby reducing heavy maintenance
and new build requirements,

By way of example, the reductions in workload arise from:-

(a) Coal is now moved in 32 ton Merry-go-Round
wagons which turn round every 1% days against
the old 16 ton wagon which turned round once
in every 8 days.

TOPS is ensuring maximum utilisation of wagons.

HST runs for 200,000 miles between major
overhauls against the 100,000 miles for Class 87
Electric Locos and 50,000 miles for Class L7
Main Line Diesel Locos.

Mark I Coaches required shopping every 3 years
whereas with built in maintenance protection
the Mark III Coaches require shopping every

5 years.

(e) Withdrawal from C&D Parcels reduced the non-
passenger coaching stock.

(f) Reduced wagon and coaching stock fleets require
fewer locomotives to work them.

2. EVALUATION OF REQUIREMENTS

Each July an evaluation is made of the workload available in the
following calender year for the purposes of production planning
and consultations regarding staff requirements.

Both short term and long term evaluations indicated an over
capacity which could not be viably absorbed if all existing
Works locations were retained.

The estimated reduction in production workers at the 13 Main
Works amounted to 3,589 direct workers and the reduction of
13 locations militated against a corresponding large increase
in maintenance, indirect and administrative staff. The
consequence of retaining 13 Main Works would be an on cost
arising from over capacity which would increase the unit cost
of the work done for B.R. and which would increase export
prices to the extent of making the Company non-competitive.

The altermative evaluation required the re-allocation of work
between locations so as to match capacity with workload. It
was this evaluation which showed clearly that to become
competitive in export markets and to reduce charges to B.R.
the closure of Shildon Works, Horwich Works (except for the
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Foundry) and a reduction in requirements at Swindon enabled
economies to be achieved in indirect and other workers.

This increased the staff reductions from 3,589 to 5,13l which,
together with the decreased location overheads, resulted in
an £18m p.a. reduction in overhead costs.

3. COMMUNICATION WITH TRADE UNIONS

It is normal practice to discuss general staffirig requirements
with the Trade Unions and also to discuss apprentice
recruitment each year. Since the reduction in investment and
fleet levels was a known factor there was of course increased
pressure from the Unions for information. It was also
apparent that the intake of apprentices would have to be
seriously curtailed and there was no way of concealing the
decision to restrict the number and location of apprentices
being taken on. These facts, coupled with general
restrictions of recruitment, were sufficient to precipitate
rumour and Trade Union reaction to the extent that reasonable
discussion of the known facts was the only remaining
alternative.

Accordingly at British Rail Council and subsequent meetings
with the Unions facts relating to the workload, immediate
effects and the preferred option which would ensure Company
viability were tabled for discussion. The Board have gone
to some lengths to maintain the concept of preferred option
but in the current financial position it is jointly
recognised that in real terms this is the only solution.
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LOVERING SECRET,
Prime Minister

INDUSTRIAL ACTION ON LONDON TRANSPORT AND BRITISH RAIL

At your meeting of 12 May it was decided that the
Official Group on Railways Policy (MISC 72) should consider the

consequences of industrial action on the railways and London
Transport taking place at the same time and the steps that might
be taken to alleviate these consequences.

I attach a report by the Official Group.

On the basis of the information we have, the strong
likelihood is that further action by bus and tube workers will
take the form of a series of one day strikes.

If there should be days when strike action by London
Transport bus and tube workers coincided with an all-out BR
strike, traffic congestion will be severely worsened. Despite
these additional problems on the day my own view however is that
we will be able to get by providing such events do not occur
too regularly.

During such days I think we will need to concentrate
our efforts on advice to all concerned to reduce traffic congestion
by car sharing, stagger working hours and avoidance of unnecessary
journeys. It would be worthwhile asking officials to prepare
further contingency plans for measures of enforcement or for
using volunteers only if we foresee circumstances in which the
declaration of a state of emergency would be both justified and
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politically desirable. At the moment I do not foresee such
circumstances. If things change, however, I will consult with
the Home Secretary immediately so that we can set in hand the

necessary work.

I am copying this to the Home Secretary, the Secretaries

of State for Industry, Energy, Employment{ Defence and Scotland,
the Chief Secretary and to Sir Robert Armstrong and Mr Sparrow.

DAVID HOWELL
19 May 1982

SIH ’
.-“11.
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SECRET 1063
Copy 1418
QONSEbg,Un:NUJ:.‘S OF SIMULTANEOUS INDUSTRIAL ACTION ON BRITISH RAIL AND
LONDON TRANSPORT

REPORT BY THE OFFICIAL COMMITTEE ON RAILWAY POLICY

1. This is a report by a group of officials from Department of

Transport, Treasury, Department of Employment, Home Office, Ministry

of Defence, No 10 Policy Unit and CPRS.

Industrial action on London Transport

2. There are prospects of industrial action by three major groups of
London Transport (LT) workers - bus platform staff, underground staff
and garage engineers - in the next two months. Details of staff

numbers and union representation are at Annex I.

3. All three groups have already met to co-ordinate action over service
cuts and job losses although the underlying issue is likely to be pay.
LT have offered 5% with fringe benefits and now await union responses.
The unions are preferring to focus their action on service cuts and

Job losses in an attempt to win public sympathy. Although the possi-
bility of joint action cannot be excluded the 'crisis' point for each
group is different. New underground timetables (having been deferred

by the threat of industrial action) are due to be introduced on 7 June
but those on the buses not until late July. Nonetheless, bus staff

have already started sporadic short-term action and garage engineers

are refusing to work normally (LT propose shortly to bring the latter
dispute to a head by disciplining those involved). Joint action by

bus and underground staffs has already taken place (10 March in protest
against the Law Lord's judgement on the Greater London Council's low
fares policy) but is unlikely to be repeated before 7 June. The possi-
bility cannot be ruled out that the GLC leadership might, in concert
with militant union elements, seek to aggravate and prolong any action
as part of their wider contest with the Government over public transport
policy.

4. There must be a risk that the likely short-term action by LT bus

and underground staffs, either jointly or separately, could occur
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Qurirlg a longer BR stoppage but it is unlikely that LT employees would
specifically seek to support a BR strike. ©Some militant groups (again,

perhaps, with GLC leaders' backing) may seek this but BR and LT workers

have differentlﬂpterests and their disputes are unconnected. 1t seems

probable that/union members as a whole would not see it as being 1in

their interests to hold more than a series of one day strikes.

Government reaction to LT disputes
5. The LT union leaders are keen to keep some public support by

ostensibly taking action over service cuts rather than pay. The
Government's best course would be to distance itself from any dispute
since some schedule changes from current extravagant levels of service
and thus some job losses (but largely from natural wastage), are
inevitable. Ministers might therefore confine themselves to repeating
that the Government is providing, and will continue to provide, a
substantial level of public financial support within which the GLC can
plan and run adequate services; and that the scale of cuts and threatened
redundancies have been politically exaggerated to create pressure for
legislation to permit the return to the payment of uncontrolled subsidy.
But even an early announcement on LT legislation might not avert

industrial action.

Consequences of simultaneous action
6. A total of 420,000 passengers travel to work in London by BR each

day, 100,000 of whom continue their journeys on the underground.
Although during the previous ASLEF dispute (when LT services were
operating) London commuters showed considerable spirit and initiative
in getting to work, a complete shut-down by BR over an extended period
would cause them considerably greater difficulty and hardship. A
further 400,000 passengers use LT services exclusively each day
(103,000 use buses: 324,000 the underground). The coincidence of a
one-day strike by bus and underground workers with a BR stoppage would
probably result in many commuters simply staying at home, although

traffic congestion would obviously be severely worsened.

Contingency plans
7. The plans for alleviating the problems caused by the disruption
of public transport in London, are directed towards both reducing the

demand for transport and dealing with the extra traffic which is

generated (see Annex II).
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Q. During the intermittent ASLEF disruption on British Rail earlier
this year, a major public relations campaign was mounted by the
Secretary of State for Transport in an effort to reduce and spread
travel demand. This was largely successful, and would be repeated.

In respect of measures introduced to cope with the additional traffic
it is worth noting that not all the additional parking space was
utilised - the Mall and Constitution Hill were held in reserve - and
that National Car Parks reported a reduction in custom because of the
introduction of emergency (free) car parks. However, during the recent
ASLEF disruption there were tail-backs of traffic on certain key routes
into London inspite of the best efforts of the police.

9. In considering the effects of BR disruption alone, it would appear
on past experience that contingency measures as in Annex II coupled
with a vigorous public relations campaign would deal adequately with
an all-out protracted stoppage, although we have no experience of this.

10. Although none of the contingency measures requires the declaration
of a State of Emergency, one of them (Annex II 4.k.) would require the
co-operation of the Greater London Council.

1. On the one-day LT strike on 10 March the traffic flowed without
undue difficulty during the morning rush-hour. There was, however,
severe congestion later in the day when the homeward evening peak
traffic clashed with theatre and other leisure traffic coming into
London. The Metropolitan Police would man all major junctions in the
evenings as well as the mornings to prevent a recurrence of this.

Possible additional contingency measures

12. We have considered possible additional steps that might be taken
to regulate demand.

Turning back cars not fully loaded on entering London (an

enforced car sharing scheme) would require fresh statutory powers
as well as the pre-definition of a cordon around the capital and
a substantial police effort at a time when all available manpower
will already be on duty. In practice, such a cordon would be
more likely to add to delays and congestion, and would do little
to ease the problems in the outer-suburbs. The same arguments
apply to a rota system for cars with even and odd numbers
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entering on alternate days. In either cases exemptions would

need to be decided and applied for doctors, midwives, essential
business users and so on, which would add to the difficulties of
enforcement. These measures are therefore likely to make matters
worse not better and we have not at this stage carried an
investigation further into the powers that would be needed. These
obstacles do not arise in a policy of encouragement rather than
imposition. There are no legal obstacles to prevent car-sharing,
the staggering of working hours, or even the spreading of the
working week over seven days if circumstances should make this
desirable. Certainly Ministers could give this encouragement by
meeting large employers as they did during the ASLEF dispute.
Experience then also suggests that there was a considerable degree

of staggering of working hours and of car sharing as commuters

adjusted to the new situation, and that major employers were quick

to provide their staff with special coaches. .We know that many

of these are held in readiness on long-term contracts.

Provision of alternative services
13, The operation of underground services by volunteers would take

some weeks at least to implement because of the time it would take to
train them to do so safely. This presupposes a willingness by LT
management to provide this training. The provision of underground
services would also depend on the availability of power supply,
signalling and station staff, and it is doubtful whether volunteers
could successfully cope with all these aspects. This seems to rule

out the provision of underground services by volunteers.

14. In theory, it would be possible to operate a volunteer bus service
in London. 4,000 drivers would be needed to provide a credible service.
Any Heavy Goods Vehicle (HGV) licence holders would have the necessary
skills to drive buses but it would be almost certainly essential to
have the coverage of Emergency powers to let them do so legally and

to cover insurance aspects. It is doubtful whether LT management would
co-operate in running services using volunteers because of the problems
of crossing picket lines and the risk that vehicles might be sabotaged.
The provision of vehicles is thus also a major problem. The lack of
LT's garage facilities would pose problems in the provision of fuel and
engineering support. All in all it is unlikely that LT could operate

a service using volunteers.
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.5. The question then is whether the Government could do so.

Emergency powers would certainly be necessary to requisition LT
vehicles or private coaches. The latter will in any case be almost
entirely committed to providing contract services for large employers,
so requisitioning them would add little to the total resources
available. In present circumstances it would be possible for

the Ministry of Defence to provide only a fraction of the 1,700 service
drivers normally available with HGV licenses, and very few fitters for
maintenance. Given access to LT workshops and vehicles, a very limited
service might thus be possible. There is no contingency plan for this
and so further work would be needed; the limitations on what could be

done seem to be both practical ones and the lack of powers.

16. Similar considerations apply to the use of troops or volunteers
to drive lorries instead of buses or coaches. There are few lorries,

either military or civilian which would be suitable.

17. On a more general point, it remains for consideration whether the
risks of escalation and sympathetic action inherent in the use of
volunteers or troops are worth taking in the event of one-day LT bus

strikes.

18. ©Special powers would also be needed to remove the restrictions
which currently prevent taxis and hire cars being used like stage
carriage buses. There is nothing to prevent a group of people sharing
a taxi to a given destination now, but to allow taxis to operate along
given routes, picking up and setting down passengers at random, would
require special legislation.

Summary and conclusions

19. So each of the measures examined in paragraphs 14 to 18 would
encounter some practical problems, but more importantly there are not
existing powers for any of the following:

a. banning from a defined area of London vehicles with spare

passenger capacity;

b. banning from London, on alternate days, vehicles with
and even registration marks or some other selection;

¢. requisitioning buses or garages from LT or elsewhere;
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de liffing insurance ! trictions on hired non-PSV vehicles to

allow them to carry

€. lifting current restrictions of that kind on taxis or hire

carse.

20. The only means available the Government to secure any of these

to
powers would be by emergency regulations under a State of Emergency.
C

But such a state of emergency can only be proclaimed when "If at any
time it appears to Her Majesty that events have occurred or are about
to occur of such a nature as to be calculated, by interfering with
the means of transport, to deprive the community or a substantial

proportion of the community of the essentials of life'".

21. It will be for Ministers to decide whether or when a transport
strike in London, affecting mainly the movement of passengers, so
affects the national economy through London that the "essentials of

life" are at risk.

SECRET




ANNEX I

@orDoN TRANSPORT: STAFF NUMBERS AND UNION REPRESENTATION

Grow Total
Sroup Numbers

BUSES
Bus Platform Staff 19,450
OMO Drivers

Crew Drivers
Conductors

Bus Inspectors

Bus Garage Staff

Road workshops
Garage maintenance

Bus Garage Supervisors

UNDERGROUND

Operating Grades

Drivers
Guards

Station Staff & Foremen

Signalmen
Booking Office Staff

Underground Engineering Staff

"Line" work 3, 300
Workshop/Depot staff 4,000

Underground Engineering Supervisors 14250

Common Staff 1115000

Clerical grades 3,050
Executive grades 1,600
Tech/Control grades 1,700
Others 4,650

TOTAL UNDERGROUND AND ASSOCIATED COMMON STAFF

TOTAL BUS AND ASSOCIATED COMMON STAFF

GRAND TOTAL

Main Union

TGWU

AUEW; TGWU and other craft
unions (eg EEPTU)

TGWU, AUEW, TSSA

Drivers, NUR and ASLEF
Guards, NUR

NUR; TSSA; ASLEF (few)
NUR
TSSA; NUR

NUR; AUEW; TGWU and other
craft unions

NUR; AUEW; TGWU and other
craft unions

NUR; TSSA

TSSA; BTOG

TSSA; NUR; ASTMS

NUR; TGWU; AUEW
24,000
52,800

59,800




ANNEX II

.om*m-mmcr PLANS

1. The Department of Transport and Metropolitan Police have contingency
plans which cover both the demand side - measures to reduce the demand
for travel - and the supply side - measures to deal with the extra

traffic generated by any strike.

Measures to reduce demand for travel

2. These include:-

a. issue of advice to Government employees to stagger working

hours and take work home wherever possible;

b. advice to pri

in (a) to their st

c. encouraging car sharing arrangements;

d. encouraging peop nerally to avoid inessential trips to

London.

3, All these measures were implemented during the ASLEF strike earlier

this year.

Measures to cope with extra traffic

4, The following measures have been drawn up. Items (a) to (g) were
implemented during the ASLEF dispute; items (j) and (k) have never been

brought into operation:-

a. providing over 6,000 extra car parking spaces in the Royal

Parks and other London parks;

b. extra police officers and traffic wardens diverted from other

work to traffic control duties;
suspension of some parking restrictions;
d. suspension of enforcement of bus lanes;

e. all except emergency road works and repairs to be stopped;




banning the movement of abnormal loads;

g. arranging boarding and alighting points for coaches bringing

essential staff to work;

h. 1introducing emergency clearways on all radial routes with

strict enforcement of all parking and waiting restrictions;

i. arranging with businesses fronting on radial routes not to

receive deliveries between 7-10 am and 4-7 pm;

Jje suspension of meter regulations;

k. providing additional parking for up to a further 6,000 cars

using special tracking laid by the Army in parks (this would need
) Y P

the Greater London Council's co-operation).

5« The Department of Transport and the Police will work closely with
the motoring organisation on the provision of road signs, dissemination

of traffic information and assessment of problems.




10 DOWNING STREET

From the Private Secretary 13 May 1982

Dean ijkﬂmy}

THE RAILWAYS
The Prime Minister held a meeting at . 11.30 a.m. yesterday
to discuss your Secretary of State's minute to her of 10 May,
which circulated a report by the Official Group on Railway
Policy (MISC 72). Also before the meeting were the Home
Secretary's minute of 30 March to the Prime Minister, attached
to which was a report by the Civil Contingencies Unit on the
impact on industry of a rail strike; and Mr. Gregson's minute
to me of 7 May, attached to which was a report by the Official
Group on Coal (MISC 57) on the implications of a rail strike
for power station coal stocks. Those present at the meeting
were the Home Secretary, the Secretaries of State for Industry,
Transport, Energy and Employment, the Chief Secretary,
Mr. Sparrow (CPRS), and Mr. Gregson (Cabinet Office).

Your Secretary of State said that the report of the Railway
Staff National Tribunal (RSNT) had broadly favoured the principle
of flexible rostering but had proposed a number of safeguards
which not only might reduce the financial benefits of flexible
rostering but also offered ASLEF the opportunity to delay its
introduction for a considerable period, even if they were now
prepared to accept it in principle, which was far from certain.
The ASLEF national executive committee was meeting that day to
discuss the RSNT report. It was possible that they might reject
it outright.

The British Railways Board (BRB) clearly could not acquiesce
in a further rejection by ASLEF of flexible rostering. LE,
therefore, the ASLEF annual conference rejected the RSNT recommen-
dations, the BRB would seek to impose flexible rostering. The
timing of doing so was for consideration, but the BRB's present
inclination was to wait until July before doing so, so that
flexible rosters could be introduced simultaneously at a large
number of depots. As set out in his minute, major industrial
trouble was also threatened in other parts of the railway. The
NUR had threatened to strike over the proposed closure of three
major railway workshops; the TSSA was opposed to the major
reductions in administrative staff being sought by the BRB; and

/ the pay




the pay negotiations would be bound to be very difficult. Serious
industrial trouble therefore seemed inevitable, He had discussed
the situation with the Chairman and senior members of the BRB.
Their present inclination was to seek to bring matters to a head
early in June. Ministers therefore needed to decide what further
guidance, if any, to offer to the BRB.

In discussion it was argued that it was for the BRB, not the
Government, to proffer advice in the first instance as to what
course of action to follow. None the less, the BRB would rightly
expect advice from the Government at some stage on the implications
of industrial aetion for the national interest. Before Ministers
could properly consider this question they would need to have from
the BRB a written assessment -of tactics and timing for handling
the present pay, productivity, and industrial relations problems;
the range of options available would need to be set out, and the
likely costs, consequences and outcome of each.

It was further argued that, subject to further consideration
in the light of this assessment, there was much to be said for
the conclusion that, if industrial action was inevitable, it would
best begin in June. Power station coal stocks were now high
and increasing, but a rail strike starting later than about the
beginning of July might not allow adequate time for coal stocks
to be rebuilt by the autumn. Moreover, in June electricity
consumption and coal production were both low; and at that time
of year the impact of a strike on commuters would be lessened.
It might, however, prove difficult for the BRB to bring matters to
a head early, if it were to be judged that that was the best
tactice. A confrontation over pay might be most likely to attract
public support for a firm stand by the BRB, even if their offer
was very low or nil. But the trades unions would be likely to
refer the dispute to the RSNT thus delaying the start of any
industrial action until the autumn. Since no new money was
available for British Rail, and their existing financial situation,
following the industrial action earlier this year, was poor, the
BRB would need to make clear from the outset that what (if anything)
they could offer on pay was necessarily determined by their
financial situation, and that there could be no question, in these
circumstances, of allowing the negotiating machinery to over-ride
their stance. Such an announcement, coupled with a low or nil
pay offer, would be bound to lead to early industrial action,
but the public presentation of such a stance would need careful
consideration.

The Prime Minister, summing up the discussion, said that the
Secretary of State for Transport should seek from the British
Railways Board a written assessment of tactics and timing for
handling their current pay and industrial relations problems,
setting out the options available. Once that had been received,
Ministers would need to meet again to assess the situation and
to consider what further guidance, if any, the Government should
offer to the Railways Board. In the meantime, however, and as a
background to the BRB's own assessment, the Secretary of State

/ for Transport




for Transport, in ) ltation with the Chief Secretary, Treasury,
should make clear he Railways Board that no extra money was
available. The Board w have live within existing financial
limits. The Railways Board should also be discouraged from
assuming that success in withstanding industrial action would
result in additional finance for investment later; the achievement
of significant improvements in productivity, and the funds which
they would release for economically and commercially sound
projects, should be a sufficient incentive to the Board to adopt

a robust stance. The Official Group on Railways Policy (MISC 72)
should consider urgently the consequences of simultaneous industrial
action on the railways and London Transport and the steps that
might be taken, by both Government and the private sector, to
alleviate them, including, in particular, the use of volunteers
and issuing guidance on car-sharing. The Secretary of State for
Industry should arrange for urgent and discreet consultations

with the chemical industry about the impact of a rail strike on
the distribution of industrial gases and the steps that might be
taken to alleviate this. In the event of a rail strike, it

would be important to take early steps to conserve power station
coal stocks, including, in particular, maximising power station
oilburn, coal deliveries by road and the transfer of electricity
from Scotland through the interconnector.

I am sending copies of this letter to the Private Secretaries
to the Home Secretary, the Secretaries of State for Industry,
Energy, Employment, Defence and Scotland, the Chief Secretary,
Treasury, and to Sir Robert Armstrong and Mr. Sparrow. I should
be grateful if they would ensure that it is circulated within
Departments on a strictly need-to-know basis.

I./C-\,-‘./J Attt L‘j:

Hﬁkhﬂkl gbh&bvw

,_—l—-"-/

Anthony Mayer, Esq.,
Department of Transport.
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PRIME MINISTER

The Railways

INTRODUCTION

The Railway Staffs National Tribunal (RSNT) under Lord McCarthy reported last

Friday on flexible rostering, which was the source of the industrial trouble on

the railway earlier this year. Your meeting tomorrow at 11,00 am is to discuss the

“issues which arise as a result of the RSNT report, which are reviewed in the

Secretary of State for Transport's minute to you of 10 May and in the report
attached to it by the Official Group on Railway Policy (MISC 72). Two other
papers, both dealing with the impact of a rail strike, are relevant to the

discussion, viz:

ia my minute to Mr Scholar of 7 May covering a report by the Official
Group on Coal (MISC 57); and s

T the Home Secretary's minute to you of 30 March, covering a report by
S 3 : ; ORI o vy S T : . -
the Civil Contingencies Unit on the main industrial implications of a rail

strike.

THE RSNT REPORT

A The industrial trouble on the railway earlier this year culminated in an ACAS

Committee of Enquiry, with the same composition as the RSNT, which recommended a

——

timetable for the discussion of flexible rostering in the various levels of the

railways negotiating machinery. The outcome, not surprisingly, was a failure to
agree and the matter was therefore referred to the RSNT. But the RSNT's report is

not binding on the parties.

3 ASLEF's tactics during the RSNT hearings were to seek to demonstrate that the
British Railways Board's (BRB) proposals on flexible rostering were unworkable and
in support of this they cited a wide variety of reasons, ASLEF also showed no
willingness to move away from the 8-hour day, although their evidence hinted that
this might become negotiable if the financial indumments were large enough.
1
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L, The RSNT has found for the Railways Board on the principle of flexible

A “
rostering, They have also taken the BRB at their word that all but one of

ASLEF's practical objections were without foundation, and recommended that the

apparently very real fears of the drivers that flexible rostering would lead to
a significant worsening of their conditions of service should be dealt with by

the negotiation of a formal agreement on safeguards and criteria. In the light

of their evidence to the RSNT it would be difficult for the BRB now to argue that
this is an unreasonable approach, although some of the safeguards proposed by the
. g

RSNT may prove in practice to be too tightly drawn for the full productivity

benefits of flexible rostering to be gained.

De The major weakness of the RSNT recommendations is their proposed procedure

for resolving disputes about the introduction of flexible rostering at local level,

What they suggest is that where disagreements arise the introduction of new,

flexible rosters should be deferred pending agreement within the established

railway negotiating machinery. But they propose no timetable for the resolution
————————tiy,

of disagreements., The RSNT also recommends that the position on the introduction
of flexible rosters should be reviewed after six months and that the agreement on
safeguards and criteria should be extendmt stage the number of
outstanding disputes is considerable and greater than envisaged. The clear

implication, although this is not explicitly stated, is that if the number of

disputes is considerable (which is not defined in the RSNT report) the flexible

rostering agreement should be scrapped. Thus, even if ASLEF is prepared to accept
e B T A e e i e

the principle of flexible rostering as proposed by the BRB, the RSNT report offers

e e i i e SR o i T e e BT
them a very great deal of scope for delay and for obstruction.

MAIN ISSUES

6. The main issues for Ministers at this stage seem to be as follows:
Is major industrial trouble on the railways {nevitable this year?
For how long could a rail strike be withstood?
What should be the tactics and timing?

What advice should the Government give to the Railways Board at this stage?
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Is industrial action inevitable?

Tis As the Secretary of State for Transport's minute illustrates there are

currently a number of issues which could give rise to major industrial action on

the railways, possibly iﬁ;blving all three trade unions, The proposal to close

three major railway workshops and to seek large cuts in the BRB's administrative
staff means that all three railway trade unions now have separate, major issues

to fight with the BRB. At some stage the PRE will also want to try to make

further progress with the other five productivity improvements which were agreed

in principle in the context of the 1981 pay settlement; progress on them has
been stalled pending the resolution of flexible rostering, Finally, a zero pay
offer or an offer of perhags 1-2 per cent deferred until the autumn, which is
———

probably all that could be afforded in the Board's current chronic financial
situation, would unite all three trade unions; +their claim is for "substantial

increases", thought to be about 14 per cent,
——— =

8. Given the range of major issues on which the BRB and the three trade unions
are currently in dispute and, in particular, the possibility of difficult pay

negotiations, there must be a high chance of serious industrial action on the

railway this year,

2]
m—

Could a rail strike be withstood?

9. The three areas to be considered in assessing the impact of a rail strike (or

major industrial trouble approximating to that) are:

power station coal stocks;

12 the impact on industry; and

iii, travel to work,

i, Power station coal stocks

10, There is no cause for concern now about power station endurance during a rail
EEmee e

strike, With maximum oilburn it would not be less than 20 weeks in the event of
pm———

an immediate all-out rail strike, even if the miners banned all movements of coal

(which seems unlikely); even with very limited cooperation from the miners

endurance could be very much higher.




11. The more important consideration is the impact of a rail strike on power

gstation coal stocks next autumn, There are too many variables for a precise

analysis, But, as MISC 57's report shows, in the event of an early all-out rail

strike, even one lasting for perhaps 8 weeks, power station coal stocks could

probably be rebuilt by the autumn, although some increase in power station oilburn
would probably-gg-;esuired. The most potentially dangerous situation is a rail
strike starting late in the summer, as was threatened last year. An all-out

rail strike during September and October could mean that by November power station
endurance would be only about 12 weeks, even if the NUM agreed to allow the normal
level of coal deliveries by road; if the NUM bannedldll movements of coal during
a rail strike, endurance would be further reduced., If, as planned, power station

coal stocks by November are to be at the maximum level physically possible, any

industrial trouble on the railway would have to have been brought to a close by
about the end of August; even then some increase in power station oilburn might

be required during September and October if stocks are to be maximised.

ii. The impact on industry

12, The €CU report attached to the Home Secretary's minute to you of 30 March

identifies iron and steel productiox;’ the chemical industrja,nd some aspects of
of an all-out rail strike.

0oil distributionfas the most important areas in the evert

0f these, the distribution of industrial Fases is the area of greatest concern. The
CCU's assessment, based on very restricted discussions (for security reasons) between
the Department of Industry and the diemical industry, is that the impact of an all-out
rail strike on the delivery of industrial gases would be felt by industry within
about %-ﬁgsgs and would be widespread and marked after 4 weeks; the engineering

industry would probably be most seriously affected.

13. To avoid breach of security the Department of Industry has so far not explored
the position in detail with the diemical industry or individual chemical companies,
But if there is an all-out rail strike it is probable that it will last for
significantly longer than 4 weeks, The importance of an interruption in supplies

of industrial gases therefore needs further assessment. This will involve detailed

discussions with some chemical companies, with a slight risk of breach of security.

Nevertheless it would be desirable to ask the Department of Industry to produce a

quick report.

L
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iii, Travel to work

14, Travel to work is only a problem in London but even there experience earlier
in the year suggests that so long as London Transport services are operating
normally, the impact is limited. If, however, there were to be simultaneous
industrial action on London Transport, as the Secretary of State for Transport
suggests in his minute, a large proportion of London commuters would find it

difficult or impossible to get to work, In the event of a »rolonged strike the

~effect of this could come to be serious.

15, Ministers will therefore need to consider what the chances are of serious
industrial action on LT this year. So far Mr Livingstone has apparently encouraged

the LT trade unionsg to campaign about cuts in services rather than hold out for a

substantial pay increase. If that continues to be the case serious industrial

trouble will probably not arise. But the GLC leadership is unpredictable and if
they thought that they could embarrass the Government during an all-out rail strike

by encouraging the LT trade unions teo militancy, no doubt they would do so.

~S—y

Tactics and timing

16, The key issue is whether the Railways Board should seek to confine industrial
action’to the narrow issue of flexible rostering, on which it would be supported by
the NU& and the TSSA; or whether it should be prepared to face simultaneous
industrial action from all three trade unions on a wide range of productivity
issues and on pay. The timing of industrial action on the railway also needs

careful consideration,

17. Even if BR succeeds on flexible rostering, which seems likely to happen only

after a period of industrial action by ASLEF, the other productivity issues and

the pay negotiations will involve the high probability of further industrial action

by the other railway trade unions or by all three in concert, There could therefore

be a case, if the BRB thought it right, for broadening out any conflict to encompass
a wider range of productivity issues than just flexible rostering and possibly also
pay. Indeed, there might be advantages to the BRB in doing so. If the issue were
to be only flexible rostering, ASLEF would probably seek to limit industrial action
to the three day per week pattern of strikes which occurred earlier this year. In
those circumstances the Board's tactics would probably be to escalate the dispute

g0 as to increase the cost to the individual ASLEF member, But escalation in this

5




way by the BRB carries risks in terms of EPblic relations and also means

that the Board would Brobablx have to cggiinag ia Ray the wafes of NUR and TSSA

staff while they were laid off, An all-out strike involving all three trade
S S

unions would be no more disruptive than an all-out strike bx ASLEF= since
s RS

without drivers the railway is immobilised, but the cost to the BRB would be

. - e
greatly reduced since it would no longer be necessary to pay the wages of

NUR and TSSA members (thus saving BR £17-25 million per week), An all-out
strike involving all three railway trade unions would also circumvent the

poseibility that ASLEF may seek to have the question of flexible rostering

incorpoated into the pay negotiations; the other two trade unions may adopt

similar tactics over their particular disputes with the BRB,
%

18, As to timing, the implication of the MISC 57 report is that if there is

to be a rail strike the sooner it occurs the better. A strike in the early

part of the summer would allow adequate time for power station coal stocks
to be rebuilt before November and would also mean that industrial action
was taking place during the warmer weather, thus lessening the misery for
commuters., Moreover, the threat of a national docks strike could arise

again in the autumn,

19, The ASLEF Executive will refer flexible rostering to their Annual

Conference, which starts next Monday and lasts for a fortnight. It is,
m—— S
therefore, possible that serious negotiations about the RSNT proposals on

flexible rostering might not begin until early in June and they could then
T

drag out for some time. The BRB could precipitate early industrial action,

if that were thought the best tactic, by, for example, making a nil or very

low pay offer, announcing that it would introduce flexible rosters at a few

e e ey

depots from, say, the beginning of June, or seek to make unilateral progress
S —————————

on the other outstanding productivity issues, such as the single manning of

the Bedford-St Pancras service,

20, Although it could be advantageous to bring matters to a head in this way,

it would be important that neither the BRB nor the Government should appear

to be forcing the issue, Otherwise the rail unions would have public

sympathy from the outset. The handling would need extreme care.
6
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Advice to the BRB

21. During the industrial action earlier this year the Railways Board was told

that the Government did not exclude the option of further disruption in the

| —

railway if the BRB judged that this was necessary for their strategy to succeed.

But the BRB were told that they should consult Ministers before committing

themselves to that course of action., Ministers need to consider whether to

reaffirm thish;dvice or to offer new guidance.

22, Before Ministers reach a final view on this and on the other questions above
it would probably be useful to have at least an interim assessment from the BRB
of the best tactics on flexible rostering; the possibility of industrial action

over other issues, particularly pay; whether tactically it might be better to face

——
industrial action on some or all of these fronts simultaneously; and the best timing

of industrial action from the BRB's poit of view., In due course it will be important
to give the BRB guidance on whether further industrial action on the railway could,
if necessary, be contemplated and on its timing, Ministers may however prefer for
the moment to rest on the existing advice in paragraph 21 above and consider

whether further guidance should be given on tactics and timing in the light of the

BRB's own assessment,

HANDLING

23. You will want to invite the Secretary of State for Transport to introduce his

minute, I suggest that you might then discuss the various issues which arise in

the following order:

) 1 the probability of industrial action this vear: the Secretaries of

State for Transport and Employment may wish to contribute to this;

1 whether industrial action could be withstood: the Secretaries of State

for Transport and Industry will wish to comment on this, You will want to ask
the Secretary of State for Transport for an assessment of the likelihood of
similtaneous industrial action on London Transport; and to invite the
Secretary of State for Industry to put in hand an urgent appraisal of the .

impact on industry of disruptions in the supply of industrial gases;
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iii, tactics and timing: the Secretaries of State for Transport,

Employment and Energy, in particular, will wish to contribute to this part

of the discussions

iv, advice to the Railways Board: the Secretary of State for Transport

should suggest what this might be in the light of the earlier discussion.

CONCLUSIONS

24, You will want to reach conclusions on the following points:

ia whether Ministers are disposed to take any preliminary views now

on tactics and timing in relation to a rail strike;

ide whether the BRB should be asked for an early assessment of tactics

and timing;

iii, what should be said at this stage to the BRB, beyond what has been

said already, about the Government's attitude to a rail strike;

iv. whether the Secretary of State for Industry should be asked to

provide a quick assessment of the impact on industry of disruptions in

[ —

supply of industrial gases;

| —

whether any further work should be put in hand and, if =0, what.

Do

I X

P L GREGSON

11 May 1982

8
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PRIME MINISTER

British Rail

For your meeting tomorrow morning I think you will find
it helpful to glance at Peter Gregson's covering minute to
the latest MISC 57 report on the impact of a rail strike on
power station coal stocks, as well as at David Howell's

note of 10 May on the issues arising from the McCarthy Report.

I suggest that at your meeting we need to cover these

issues:

(&) The McCarthy Report itself .

There is no need to spend much time on this,

especially as ASLEF's considered reaction is

not yet known, and may not be clear until after
their annual conference later this month.

The Government, BR and the media have, I think,

all accurately assessed both the good and
o

e —

the bad parts of the award: the endorsement

BT the principle of flexible rostering, and

the scope for ASLEF procrastination.

The handling of the flexible rostering issue

in relation to other issues.

I think it is becoming less and less likely that

the flexible rostering negotiations can be kept

——

separate from the other issues facing BR. These

fgélude:
a) this year's pay offer, discussed below;

b) manpower cuts, both at the BREL workshops
and among the members of the TSSA;

VAl e A w43 other




other productivity issues, including

single manning of the Bedford-St. Pancras
e e = 148 Sl S ———

route;

F——.

a possible coincidence of industrial
action on BR and industrial action on

LT. (Mr. Howell might be asked for
q——

his assessment of the likelihood of

industrial action on LT, which he

does not deal with in his minute.);

the outcome of the Serpell Inquiry, which

may well be available by the late summer,
and which is bound to raise more
difficult questions, including line

closures;

BR's financial position, also discussed

below.

Of these, the dominant questions for Ministers

are the handling of pay; and the handling of

3 ———
BR's finances.

—————

On pay, BR has a history of swapping firm pay
——e R

offers for discussions about productivity

Eggggages; that is what led to the current
flexible rostering difficulties, and I am
concerned to see from the third paragraph of

Mr. Howell's note that that is what is again__

proposed. Given that it is most unlikelyv that
the unions will, in fact, deliver increased
productivity under present circumstances,

the Board must face up to the fact that any pay
rise will have to be kept to the absolute
minimum justified by its present financial
circumstances. That will clearly be in very

low single figures.




As for the financial situation, we must not
e
let the Board think that we are going to
let them off the hook. The 1982/83 EFL is
already some £100m below what the Board
R

says they need, even with a zero pay
increase, and continued pressure will have
to be kept up to ensure that they take the
necessary remedial action on assets and

the investment programme. We will need

to refute the argument that,because

strikes are expensive, there is no short

term incentive on the Board to stand firm

(by pointing to the longer term benefits).

The timing of industrial action.

There are a number of factors:

a) passenger inconvenience is minimised
if industrial action takes place in
warm weather and during the holiday

— e
months, i.e. in July and August,

the effect on coal stocks is
sustainable as long as industrial
——

action is over by about the end of

August, thus providing two clear
———

months to recover the position by
increased o0il burn. Protracted
industrial action starting in the
early autumn must be avoided, if

possible;

it may be easier to take on all the

unions at once, because public support

would be more robust than if there

are a continuous series of disputes, and

"because it is better for BR not to

have to pay some staff while others are

stopping the railways running.

/A11




Accordingly,

a)

All this points to our encouraging the Board

to bring matters to a head soon, i.e. during

June.

-

Guidance to the BR Board.

The issues are, therefore, complex and

difficult, and it is not easy to find a

way through them that meets our objective

of improved productivity on the railways

without running into a period of sustained

industrial action.

The missing ingredient

at present is any coherent set of proposals

from the Board on how to handle the issues,

and what outcome they expect.

Such proposals

would, of course, raise issues for Ministers,

notably on the extent to which we are prepared

to sustain industrial action,and on. our

continued financial support for the railways;

but in the absence of such proposals, it is

hopeless for Ministers to provide guidance

for the Board on individual issues.

The Government endorses
on the McCarthy Report,
to proceed to implement

without delay.

The Government does not

make a new pay offer to

I recommend that Mr. Howell tell the Board:

the Board's position
and wishes the Board

its recommendations

wish the Board to

the railway unions

until a clear set of proposals has been agreed

for handling the whole complex of pay,

productivity and industrial relations issues

in prospect for the railways.




The Government
such proposals
basis of which
the Government

place.

J. M. M. VEREKER

11 May,

1982

wishes the Board to prepare

by the end of May, on the
further discussions between

and the Board could take




BRITISH RAIL

John Palmer (the Under Secretary in charge of the railways),
Graham Mackenzie (CPRS) and I saw Peter Parker, Clifford Rose
and two of their henchmen also responsible for industrial relations
(Wilecox and Urquhart) this afternoon, for the informal discussion
which I mentioned in my note of yesterday. I made it absolutely
clear that I had no authority to speak on the Prime Minister's

behalf.

Peter Parker began with his reading of the new situation that
has arisen following yesterday's vote on the NUR Executive. It is

clear that the NUR Executive hag_drifted well to the left of Sid

Weighell, and everyone was a little surprised that the moderates
— s sy,

lost the vote (but only just - the strike call needed a two-thirds
e

majority and the actual vote was 17 to 6). BR believed that ASLEF
would now "join the war party'", rather than wait for the imposition
of flexible rosters on 4 July. The speculation in today's FT

about BR willingness to increase the pay offer was unfounded: they
had no intention of moving at all before the threatened strike date.

Parker pointedout, I think rightly, that we must expect Weighell to
make a convincing public case that the NUR have delivered on their

promises, whereas the Board have not delivered on theirs.

I will not cover in detail all that Parker and Rose said,
at considerable length, and often in a confused fashion, because
previous sessions with the BR Board have often turned out to be
m%flsading: their position changes rapidly from day tq‘Qay. But

there is one interesting new approach being developed by them.
Parker and Rose both said that there were two possible sets of

objectives that they could have. They could either seek a short,

sharp strike, concluding with the delivery of the six disputed
Rt s,

productivity items; or they could dig in for an extended shut-down -

=S
up to three months - in the hope of obtaining much wider benefits

AR e T i 3
at the end: benefits including a complete restructuring of BR's
SEETE——————
negotiating machinery, and possibly even new contracts of employment

e 2 z
for all staff. We were, needless to say, highly sceptical of the

E—————
feasibility of this.

/ The Board




The Board are clearly still worried about Ministers getting

cold feet, either before or shortly after the beginning of a strike.

I said that my judgement was that Ministers' feet tended to get

colder when they could not see a clear scenario for bringing the

dispute to an end, and that it would be helpful if we could be

given some idea of the sort of settlement the Board envisaged.

But whether from a desire to keep their cards close to their

chest, or more likely because of a failure to think the problem

through, we did not get this much clearer. As he has done before,

—

Parker launched into endless railspeak about the need for a vision

of the railways future, the importance of the Serpell Inquiry,
restructured pay and conditions and grading, and a lot of codewords
amounting to a plea for Government support for major new investments.

But he did admit the possibility of putting some package to a vote

at an appropriate stage; of having to dismiss all staff and then
S —— . s

reinstating them on different terms; and of producing a balanced

package of pay and productivity improvements. We shall keep

hammering away at this, but I doubt if we will be able to present

Ministers with anything much clearer, or that it would make much

difference to the way BR behaved,if Ministers themselves were to

make proposals.

J.M.M. VEREKER

10 May 1982

ENTIA!
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Prime Minister

BRITISH RAIL - INDUSTRIAL RELATIONS

I attach an appreciation by the group of officials
of Lord McCarthy's Report on flexible rostering for train drivers.
———
This report comes at a time when several other industrial relations

issues on the railways are coming to a head.

The NUR have threatened strikes against the proposal
to close three major railway workshops, including Shildon. The
Transport Salaried Staffs Association, representing some 50,000
white collar railway workers will resist the large administration

Jjob cuts the Board is seeking. ASLEF are now faced with the

need to swallow the unwelcome findings of Lord McCarthy, since

the Board would clearly not now acquiesce to further ASLEF
rejection. There are other productivity issues which the Board

have yet to press, such as the manning of the new Bedford-St Pancras

trains.

In this year's pay round the unions have submitted
claims for substantial increases, but the Board have so far made
no offer (although the due settlement date of 19 April is long
Passed) and do not intend to make any offer until they have got
the unions to a fresh discussion of business prospects and
productivity needs. The unions will not come to that discussion
“in any spirit of co-operation at all, since they are now very
much preoccupied bj-EBS-TBsses, which political elements in the
unions will increasingly try to blame on the effects of our economic

policies.




The fact is that with the losses of some £60m from
the ASLEF dispute, the Board would in any case be unable to make

a pay offer which the unions would regard as tolerable. The Board
had originally provided for a general pay rise of about 4% with
provision of an additional 1% for specific productivity changes.

A
he general levels of settlements reached elsewhere in the public

sector will have led the unions to expect a good deal more

than that but, given the losses from the ASLEF dispute, the pay
offer they could finance within their financial limits could

be little more than zero. Each one per cent of rail pay will
raise the Board's total costs by about £15m in a full year.

The chances of a major railway strike, involving all
the unions, are now therefore high. This event could become
connected with the London Transpd;t scene, where the ruling group
on the GLC are fomenting union trouble. The clearer we are in

advance about how and when we wish to play our hand with British
Rail, the better.

Considering only our policy towards the railways,
it is essential that the Board continues to take a firm stand;
we need then to decide what influences we wish to bring to bear
to weaken union resolve for strike action and maximise Board
incentives to fight through. But there are wider considerations,
and we need to recognise the full political implications of a
railway stoppage that could be prolonged, and which might not
occur until considerably later in the summer.

For my part, I think we should stand firm, do
what we sensibly can to help the Board, and urge them to bring
the issues to a head as soon as maybe. If my colleagues feel that




we should not be able to sustain a full rail strike, or only if
it is soon, then it would be better to make that clear to the
Board now.

I am sending copies of this to the Chancellor of
the Exchequer, the Home Secretary, Secretaries of State for
Energy, Employment, Scotland, Industry and Defence, and to
Sir Robert Armstrong.

i

DAVID HOWELL
10 May 1982




BRITISH RAIL - ASLEF DISPUTE

Report by the Office Committee on railway policy

1. This is a further report by a group of officials from Department
of Transport, Treasury, Department of Employment, No 10 Policy Unit
and CPRS.

The RSNT findings
2. The Railway Staff National Tribunal (RSNT) has found in favour of
British Rail's (BR) proposals on flexible rosters for train drivers,

subject to a series of new safeguards and criteria to meet the
objections of the Associated Society of Locomotive Engineers and
Firemen (ASLEF). The Tribunal also recommends that the existing
manning agreement in consequence be changed to permit rosters up to
9 hours to be single-manned. The RSNT also says that flexible
rostering will permit the "minimum cost" introduction of the 39 hour
week for drivers, with the implication that if ASLEF do not accept,
then BR could withhold the shorter working week from them.

Status of the findings
3. The RSNT findings, which are non-binding, give no timetable for

the implementation of their recommendations. In particular, the
embodiment in an agreement of the safeguards and criteria recommended
by the Tribunal offers scope for a good deal of negotiation.

Acceptability of the findings

4. The RSNT rejects the ASLEF case and effectively finds for the
Board. The Board could not, therefore, now acquiesce in a further
ASLEF rejection, nor could they seek to modify the recommended safe-
guards unless ASLEF also seek changes in them.

5. The safeguards envisaged by the RSNT are based largely on BR
refutations of ASLEF objections to flexible rostering. Three in
particular could reduce the full value of flexible rostering:-

i. RSNT recommend that no more than 20% of turns should be
worked above 8% hours and that successive turns over 8% hours
should not normally be worked without mutual agreement. This

SECRET




SECRET

will restrict BR's ability to create additional rest days within
the flexible rostering system and could limit BR's savings. The
Board are considering this in more detail;

ii. RSNT recommend that new rosters should not affect the
existing allocation of work to depots. While there is no direct
connection this point could provide the union with an opportunity
to obstruct unrelated but necessary changes in the future;

iii. RSNT recommend that (as in the Guards' agreement) management
should, as part of the new agreement, forego for 6 months its
right to impose new rosters despite disagreements at depot level,
such disagreements being referred instead to the next level of
negotiation ('sectional councils'); in the absence of goodwill

this could allow much procrastination,

The Board's approach

6. Whilst BR will decide their preferred course in the light of
ASLEF's reaction, their position must be to seek the application of
the recommendations as soon as possible. But they must also take
care not to make it more difficult for ASLEF to accept by pressing
them too hard.

ASLEF's approach

7. The initial response by ASLEF's General Secretary was that the
report was "unworkable". The report will be taken by the Executive

of the Union. - The Executive may reject
it outright, or put it to the annual conference starting on 17 May,
with or without a recommendation. If ASLEF reject the report outright,
BR would wish to give time for pressure to be brought by the unions
and TUC before announcing an intention to impose flexible rosters.
ASLEF have other choices, which would relieve them of pressure from
the other unionsg, the TUC and public opinion. They could accept the
RSNT recommendation and leave the agreement to be frustrated by
disputes at depot level. They could avoid rejection, but seek further

concessions in other fields eg pay.

NUR's reaction

8. Although the recommended safeguards for inclusion in the agreement
for drivers are more specific than those in the flexible rostering
agreement for guards, they are not obviously more advantageous to the
men, It is unlikely the report will lead the NUR to re-open
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negotiations on the guards' agreement; the General Secretary has
already commended the report.

The Board's readiness to impose flexible rosters

9. With the delay by the RSNT in producing its report, it is not now
practicable for BR to impose flexible rosters with the introduction

of new timetables on 17 May, as earlier envisaged. Their initial view
is that if, in due course, ASLEF reject the report, BR would give
warning that they will impose flexible rosters for drivers at the
beginning of July when they would have them ready for the majority of
depots. They could start earlier with fewer depots, but that is not
at present their preferred course.

The Government's position

10. Inspite of ASLEF's initial reaction, the RSNT report gives no
reason for the Government to take a fresh position in public or to
become more directly involved. Ministers might say that it is now

for BR and ASLEF to set about implementing the report's recommendations,
so as to gain the advantages it offers for the railway industry and

its workforce.

Advice to the Railways Board

11. The Board will have to consider the flexible rostering issue in
parallel with other industrial relations matters. Sir Peter Parker
and his colleagues on the Board have already been told, in relation
to flexible rostering, that Ministers would not exclude the option of
facing further disruptions on the railways if the Board judged that
their strategy made that necessary. But it has been made clear that

the Board should consult Ministers before committing themselves to

such a course. It is for consideration whether any different state-
ment should be made to the Board or if they should be asked to take
account of other considerations, such as the timing of any industrial
action.




SUMMARY OF RAILWAY STAFF NATIONAL TRIBUNAL FINDINGS

FLEXIBLE ROSTERING

1. The Tribunal's decision is that the parties should agree to a
7-9 hour system of flexible rostering for footplate staff subject

to the terms of a 'safeguards and Criteria Agreement'. The
Tribunal recommends the modification of existing national agreements
dealing with the 8 hour day and 'double manning', and says that
their recommendations provide an effective alternative. The
Tribunal finds against ASLEF's proposal to operate within limits

set by the present national agreements, which would add to overall
labour costs.

SAFEGUARDS AND CRITERIA
2. The specific safequards and criteria are as follows.

A. Hours of Work

The majority of turns should not be above 8 hours.

Not more than 20% of turns should normally be above 8% hours.
Successive turns in excess of 8% hours should not normally
be worked by drivers without agreement.

There should be no increase in the number of turns signed
on or off between midnight and 5.00 am.

There should be no increase in the travel problems for
drivers getting to and from work.

Flexible rostering need not lead to greater uncertainty
concerning future work pattern and the availability of
time off.

Drivers should not have to work a significant increase in
the amount of overtime because of working spare turns,
special trains, public holidays or weekends; and

Rostered rest days should be guaranteed.

B. Earnings

There should be no significant variation in the earning levels

of drivers.




C. Local Agreements and Practices

There should be no significant effect on local agreements and

practices.

D. Shift Swapping

Drivers should be able to continue exchanging rosters without

undue difficulty.

E. Medically Restricted Work

The amount of work available for medically restricted drivers

should not be significantly reduced.

F. Allocation of Work to Depots

It should not involve any alteration in the allocation of work

to depots.

G. Manpower Considerations

It should not involve any alteration to traction training,
existing link structures, and should not involve compulsory

redundancies.

H. Driving Time

No change in permitted driving time will be involved.

I. Procedures for resolving disagreements

Individual rosters should be decided jointly by Local
Departmental Committees.

If disagreement arises new rosters should be deferred
pending agreement within the machinery.

The position to be reviewed after six months experience.
The parties should agree an extension to the six month
period, unless there is evidence of a large number of

disputes.




MODIFICATION OF MANNING AGREEMENTS

3. With the safeguards listed above the parties should negotiate

a change in the Manning Agreement to permit rosters up to 9 hours

to be single manned.
ISSUES OUTSTANDING
4., There are two issues.

There should be negotiations for specific rewards to

staff directly affected by the new arrangements.

Progress should be made on the itemsstill outstanding in
the Understanding on Productivity. These are the open

station concept; the trainman concept; single manning of
passenger trains; single manning of freight trains; and

manning of traction units on which RSNT makes specific

recommendations (see paragraph 1).
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