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Introduction 
1. The Office of Rail Regulation is the independent regulator of the rail 
industry in Great Britain.  Our key responsibilities are: 
- determining how much revenue Network Rail needs to reflect the 
efficient cost of outputs required to deliver government’s specification for the 
railway; 
- monitoring and enforcing delivery of those outputs by Network Rail; 
- licensing railway operators, and overseeing the arrangements for the 
access to the network, stations and maintenance depots by train operators; 
- enforcing competition law for the rail sector, alongside the Office of Fair 
Trading; 
- developing a rail industry information network; 
- (from early 2006) enforcing and developing health and safety 
legislation for the rail industry. 
2. In carrying out these responsibilities, ORR aims to achieve a number of 
public interest objectives set out in section 4 of the Railways Act 1993.  These 
include promoting the use and development of the network for freight to the 
extent we consider economically practicable.  Our policy is to: 
- ensure an appropriate balance between the interests of passenger and 
freight operators on the network; 
- facilitate improvements in the competitiveness of rail freight against 
other transport modes; 
- encourage competition in the provision of rail freight services. 
ORR consults extensively with the full range of stakeholders on our policies 
and work programmes. 
Devolution 
3. Under the Railways Act 2005, Scottish Ministers have responsibility for 
specifying and funding rail services in Scotland.  In the light of guidance from 
Scottish Ministers on what they wish to be achieved by railway activities in 
Scotland, and the funding they have available, it is for ORR to set Network 
Rail outputs and funding.  In addition, Scottish Ministers may prepare a 
strategy for the railway in Scotland, and give general guidance to ORR on 
public policy issues, for ORR to take into account alongside our other public 
interest objectives.  Scottish Ministers may give financial assistance to rail 
services in Scotland, including freight. 
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4. Following these changes: 
- ORR will assess Network Rail funding requirements, and set Network 
Rail outputs, separately for Scotland, as part of the periodic review of Network 
Rail charges due to take effect in 2009; 
- ORR has begun to report on Network Rail performance in Scotland 
separately from that in Great Britain as a whole. 
The freight market 
5. In recent years we have seen significant growth in rail freight carryings: 
- significant growth in coal movements from the port of Hunterston and 
from opencast sites in Ayrshire, both within Scotland and to power stations in 
England; 
- a number of innovative new freight services (such as the partnership 
between Direct Rail Services and WH Malcolm to move consumer goods, and 
English Welsh and Scottish Railways’ timber service in the Highlands and 
services for supermarket companies to the North). 
6.   All four main rail freight operators are currently active in Scotland – 
English Welsh and Scottish Railways, Freightliner, GB Railfreight and Direct 
Rail Services. 
Current key issues for freight  
Access charges 
7. Currently access charges paid by freight operators to use Network 
Rail’s network are based on the incremental costs of freight services on the 
network.   Freight operators do not contribute to the fixed costs of providing 
the rail network.  These charges were established in 2001, and we will be 
reviewing them as part of the periodic review of access charges due to take 
effect in 2009. 
8. As part of the review we will need to take into account any aspect of 
the specification from Scottish Ministers which relates to freight, and any 
financial resources they propose to make available to freight. 
Performance 
9. Generally rail performance in Scotland (particularly that of Network 
Rail) has not improved as much as might have been expected in view of 
improvement in Great Britain as a whole.  This affects both freight and 
passenger operation.  We are currently investigating with the industry the 
cause of this underperformance and what can be done about it. 
Freight capacity 
10. The current main freight capacity issue in Scotland is the movement of 
coal.  Available rail capacity is stretched, particularly on the Glasgow & South 
Western route (Kilmarnock-Dumfries-Carlisle) for traffic to England but also 
across the Forth Bridge for traffic to Longannet Power Station in Fife.  The 
Stirling-Alloa-Kincardine route re-opening will provide some relief to the Forth 
Bridge but other pinch points will remain. 
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11. The issues of freight rail capacity in Scotland are currently being 
considered by the Scottish Planning Assessment, being prepared for the 
Scottish Executive and also by two Route Utilisation Strategies (RUSs), being 
progressed by Network Rail.  The two RUSs are the Scotland RUS 
(addressing all rail traffic in Scotland) and the Freight Route Utilisation 
Strategy, covering the whole British network, but which will have a major 
influence on cross-border routeings. 
Environment 
12. ORR has regard to environmental issues and the need to promote 
sustainable development as part of our statutory duties under section 4 of the 
Railways Act 1993.  We recognise that rail freight is an environmentally-
friendly method of transportation, especially in comparison with road and 
aviation freight, and encourage rail freight growth, in line with our statutory 
duties. 
 
Office of Rail Regulation 
December 2005 
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