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The Committee will meet at 2 pm in Committee Room 4 

1. Items in private: The Committee will consider whether to take item 6 in private. 

2. Subordinate legislation: The Committee will consider the following negative 
instrument— 

The Public Service Vehicles (Registration of Local Services) (Scotland) 
Amendment Regulations 2004, (SSI 2004/415) 

3. Inquiry into issues arising from the Transport (Scotland) Act 2001: The 
Committee will take evidence from— 

Nicol Stephen MSP, Minister for Transport; 

John Ewing, Head of Transport Group, Scottish Executive; and 

Tom MacDonald, Head of Bus and Taxi Policy Branch, Scottish Executive 

4. Rail Industry in Scotland: The Committee will take evidence from— 

Nicol Stephen MSP, Minister for Transport; and 

Kenneth Hogg, Head of Transport Division 3, Scottish Executive 

5. Budget process 2005-06: The Committee will take evidence at Stage 2 from— 

Nicol Stephen MSP, Minister for Transport; 

Frances Duffy, Head of Road Policy and Group Finance Division, Scottish 
Executive; and 

Claire Dunbar-Jubb, Transport Group Accountant, Scottish Executive 

6. Transport (Scotland) Bill: The Committee will consider arrangements for its 
consideration of the Bill at Stage 1. 
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LOCAL GOVERNMENT AND TRANSPORT COMMITTEE 
 

RAIL INDUSTRY IN SCOTLAND:  
EVIDENCE FROM MINISTER FOR TRANSPORT  

 
 
Introduction 
 
1. This paper invites members to note the work undertaken by the Committee 

during the last year on the rail industry in Scotland, and to consider a SPICe 
research note on recent developments in the industry. The paper also invites 
members to question the Minister for Transport on rail issues when he appears 
before the Committee on 2 November. 
 

Local Government and Transport Committee paper: rail evidence 
 
2. Members will recall that the Committee took evidence on rail issues earlier in 

this parliamentary session. The original purpose of this evidence taking was to 
consider the Specification of Network Outputs document issued by the 
Strategic Rail Authority, but the remit of the work was subsequently broadened 
to include references to other relevant rail issues, including the Rail Regulator’s 
review of track access charges, the structure of the rail industry in Scotland, 
and the UK government’s rail review.  

 
3. The Committee took evidence from:  
 

 The Strategic Rail Authority (SRA) on 25 November 2003;  
 Network Rail on 20 January 2004; and  
 The Rail Regulator on 25 May 2004. 

 
4. The Committee agreed that the purpose of the evidence taking should be to 

inform interested parties of recent developments in the rail industry. Following 
the evidence taking, the Committee published a paper outlining the evidence it 
had received. This paper (attached as an Annexe to this paper) was sent to the 
Minister for Transport and was made publicly available on the Parliament’s 
website. This paper was not, however, a formal committee report, partly 
because the Committee had not taken the range of evidence which would be 
necessary in order to make formal recommendations.  

 
5. The Minister for Transport is not obliged to provide a formal written response to 

the Committee’s paper. However, at the meeting on 2 November the 
Committee may wish to take the opportunity to question him on issues raised in 
the paper. 



 
Recent developments 
 
6. Since the Committee published its paper on the rail industry, there have been a 

number of significant developments relevant to the industry in Scotland, 
including the announcement of the results of the UK rail review, the 
commencement of the new Scottish rail passenger franchise, and the 
publication of a white paper by the Scottish Executive entitled Scotland’s 
Transport Future.  

 
7. These developments are discussed in a SPICe research note published in 

October 2004, Changes to the regulation of Scotland’s railways,1 which is 
included with this week’s committee papers.  

 
Recommendation 
 
8. The Committee is invited to note the work undertaken by the Committee on the 

rail industry earlier this year, and the SPICe research note on the latest 
developments in the rail industry. The Committee is also invited to question the 
Minister for Transport on current developments in the rail industry. Suggested 
areas of questioning are not being circulated for this meeting. 
 
 

Alastair Macfie  
Senior Assistant Clerk  
Local Government and Transport Committee  
October 2004 

                                                 
1 http://www.scottish.parliament.uk/business/research/briefings-04/sb04-64.pdf 
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ANNEXE: 
 
 

Local Government and Transport Committee 
 

Paper on Evidence Received on the Rail Industry in Scotland 
 
The Committee reports as follows— 
 

INTRODUCTION 

1. On 30 September 2003, the Local Government and Transport 
Committee considered its work programme for the forthcoming parliamentary 
session. The Committee agreed at that meeting to consider further the 
implications of the Specification of Network Outputs consultation document 
which had been issued by the Strategic Rail Authority in July 2003. The 
Committee agreed to take evidence on the Strategic Rail Authority’s proposals 
in relation to rail maintenance.  

2. The Committee subsequently broadened the remit of this work on the rail 
industry, to include references to other relevant rail issues in addition to the 
Specification of Network Outputs document, including the Rail Regulator’s 
review of track access charges, the structure of the rail industry in Scotland, 
and the UK government’s rail review.  

3. The Committee also expanded the scope of its evidence taking 
programme. As well as taking evidence from the Strategic Rail Authority 
(SRA) on 25 November 2003, the Committee heard from Network Rail on 20 
January 2004, and the Rail Regulator on 25 May 2004. The Committee is 
grateful to representatives of these organisations for giving evidence to the 
Committee. 

4. The objective of the Committee’s evidence taking sessions on rail issues 
was to inform members and other interested parties of recent developments in 
the rail industry. The Committee did not, however, intend this work to be part 
of a formal committee inquiry. The Committee’s predecessor committee – the 
Transport and the Environment Committee – published a major report on the 
rail industry in Scotland in late 2002, and members did not consider that a 
further detailed inquiry would be appropriate at this time. 

5. The Committee has not taken the range of evidence which would be 
necessary in order to make formal recommendations on rail issues, and this 
was not the intention of the Committee when it began its work. This paper, 
instead, records the evidence received by the Committee and highlights 
issues which the Committee is likely to return to in the future. It is proposed 
that the Committee takes evidence from the Minister for Transport in the 
autumn on rail issues. This paper will inform that evidence taking. It is also 
recommended that this paper is passed to the Minister so that he is aware of 
the Committee’s areas of interest, and can take into account the evidence of 
the key figures in the rail industry who appeared before the Committee. 
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EVIDENCE 

6. The Committee’s three evidence taking sessions on rail issues did not 
take place concurrently, but were spread across several months in late 2003 
and early 2004, in order to accommodate the Committee’s other work 
commitments. During this time, a number of important developments took 
place in the rail industry, including, for example, the announcement of a UK 
rail review by the Secretary of State for Transport. These ongoing 
developments affected the issues which were covered with witnesses at each 
evidence session, and the evidence received by the Committee should 
therefore be seen in the context of the date on which it was given. 

7. Two important developments in the rail industry which took place during 
the course of the Committee’s work were the interim review of track access 
charges carried out by the Rail Regulator and the publication of the 
Specification of Network Outputs by the Strategic Rail Authority.  

Interim Review of Track Access Charges 

8. The Rail Regulator’s interim review of track access charges was carried 
out between September 2002 and December 2003, and had the aim of setting 
the charges which train operating companies will be required to pay to 
Network Rail for the use of the rail network.2 

Background 
9. The first track access charges review after the privatisation of the rail 
network in 1996 was announced in October 2000, and took effect from 1 April 
2001. It was intended to cover the period from 1 April 2001 to 31 March 2006. 
However, in the aftermath of the Hatfield rail crash in March 2001, there were 
calls for increased expenditure on rail infrastructure maintenance and 
renewal, and the Rail Regulator took the view that a review of track access 
charges was required prior to 2006. 

10. As a result, on 15 November 2002, the Rail Regulator announced an 
initial consultation on an interim review of track access charges. The Rail 
Regulator stated that the aims of the interim review included defining “the 
baseline outputs which Network Rail will be expected to deliver in operating, 
maintaining and renewing the network” and undertaking “an assessment of 
the expenditure that a well-managed and competent operator would incur in 
delivering the baseline outputs”.3 

Network Rail – funding requirements 
11. As part of his interim review, the Rail Regulator sought the views of 
Network Rail on its funding requirements. On 31 March 2003, Network Rail 
published its ten year business plan, which identified its funding requirements 
for the period 2004/5 to 2008/9 as being £35.0 billion. In June 2003, Network 
                                                 
2  Further information on these developments can be found in the Research Note published 
by the Parliament’s Information Centre in November 2003 entitled ‘Rail Regulator’s Interim 
Review of Track Access Charges’ Link: http://www.scottish.parliament.uk/research/briefings-
03/sb03-94.pdf 
3 http://www.rail-reg.gov.uk/filestore/bluedocs/154/-interim_rev.pdf 
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Rail published revised figures which reduced its stated funding requirement 
from £35.0 billion to £29.5 billion.4 

12. The Rail Regular, however, indicated in response to these figures that 
he believed further savings could be made by Network Rail. He stated: 

“The potential for savings that I have identified come both from probing the rationale for the 
volume and timing of the maintenance and renewal activity that Network Rail needs to 
undertake to maintain the capability of the network; and the scope for Network Rail to become 
much more efficient in the way it identifies, specifies and delivers the work that needs to be 
done.  
 
My analysis suggests that Network Rail’s management should be able to achieve more than 
their latest plan suggests to address the inefficiencies introduced into the business before and 
during the period that its predecessor, Railtrack, spent in administration. A key issue for the 
coming months, as flagged up in my consultation document, is the need to identify the pace at 
which improvements can be delivered.  
 
I am today asking Network Rail to incorporate my findings into its business plan and to 
produce a revised set of expenditure projections in the autumn. I am also asking Network Rail 
to evaluate options for improving the efficiency of the West Coast route modernisation 
project.”5

13. In response to these instructions, Network Rail sought to identify further 
savings in its spending plans. Network Rail’s final submission to the Rail 
Regulator in September 2003 contained a further reduction of £4.8 billion from 
the figure it submitted in June 2003. Overall, from March 2003 to September 
2003, Network Rail reduced its stated funding requirement from £35.0 billion 
to £24.5 billion, a total reduction of £10.5 billion.6 

14. In December 2003, the Rail Regulator published the results of his interim 
review of track access charges, and announced that Network Rail would 
receive £22.2 billion for the operation, maintenance and renewal of the UK rail 
network over the five years starting in April 2004. In announcing the results of 
the interim review, the Rail Regulator stated: 

“In return for this increased funding, which is substantially less than the company had 
originally requested, Network Rail must improve the punctuality and reliability of railway 
services, by increasing the volume and quality of maintenance and renewal work it 
undertakes and thus deliver improvements in the overall condition of the rail infrastructure, 
and by improving its operational management of the network. 
 
On the West Coast Main Line, I have concluded that Network Rail should be funded to deliver 
the outputs planned for September 2004 and the journey-time improvements to Liverpool and 
Scotland in 2005. However, beyond that it is important to get the delivery mechanisms right if 
tight resources are not to be squandered regardless of the cost. Substantial savings, 
amounting to 22% of the estimates made by Network Rail in September 2003, can be 
achieved by extending the timescale for delivering certain other elements of the project which 
will provide a greater certainty of those outputs being delivered on time and on budget.”7

                                                 
4 http://www.networkrail.co.uk/cache/interim_review.pdf 
5 http://www.rail-reg.gov.uk/filestore/pn2003/pn14-03.html 
6 http://www.networkrail.co.uk/Documents/PR03050.doc 
7 http://www.rail-reg.gov.uk/server/show/ConWebDoc.5955 
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Response to the Interim Review 
15. The Committee took evidence from the Chief Executive of Network Rail, 
John Armitt, on 20 January 2004, a month after the publication of the Rail 
Regulator’s interim review of track access charges. In evidence, John Armitt, 
indicated that he could not comment at this stage on whether he accepted the 
results of the review or wished to appeal to the Competition Commission8, but 
he did state that: 

“It is no secret that the rail regulator's conclusion that the amount that could be raised through 
track access charges—just over £22 billion—was somewhat less than we had indicated we 
thought was necessary. The rail regulator continues to seek most of the outputs that we have 
discussed with him. To that extent, the review is undoubtedly challenging.”9

16. In relation to track access charges paid by holders of the Scottish rail 
passenger franchise, the Rail Regulator told the Committee in May 2004 that 
ScotRail would experience a significant reduction in the levels of charges it 
paid over the next 5 years. John Thomas of the Office of Rail Regulator 
explained to the Committee that: 

“In the final conclusions on 12 December last year, the fixed track-access charges for 
ScotRail were £1.2 billion. As a result of the approval of Network Rail's proposed financing 
arrangements on 10 March, which resulted in Network Rail recovering a large proportion of its 
income in direct grants from the Strategic Rail Authority, ScotRail's fixed charges during the 
next five years will be £500 million. That represents a significant reduction in the charge as 
derived on 12 December last year.”10

‘Specification of Network Outputs’ document 

Background 
17. As part of the interim review of track access charges, the Strategic Rail 
Authority was required to provide the Rail Regulator with a specification of the 
‘outputs’ it wished to obtain from Network Rail. The ‘outputs’ refer primarily to 
the standards of maintenance and renewal activity on the rail network. The 
SRA was required to express a view on how Network Rail should target 
maintenance and renewal expenditure on the rail network.  

Consultation 
18. On 9 July 2003, the SRA published a draft specification of network 
outputs for consultation. The draft specification firstly proposed that 
maintenance and renewal activity levels be increased on lines identified as 
‘Primary’, ‘London and South East England’ and ‘Main Secondary’, and that 
maintenance and renewal activity levels be deferred on lines categorised as 
‘Other Secondary’, ‘Rural’ and ‘Freight Only’. In Scotland, it was proposed that 
the Scottish sections of the East and West coast main lines linking Edinburgh 
and Glasgow to London would fall within the first category. In addition, the 
lines linking Edinburgh and Glasgow with Perth, Inverness, Dundee and 
Aberdeen fell into the first category.  

                                                 
8 A fortnight after the evidence session with the Committee, Network Rail issued a press 
release indicating that it accepted the final results of the review. Link: 
http://www.networkrail.co.uk/Documents/PR04007%20-%20final%20conclusions.doc 
9 Col 587 
10 Col 907 
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19. All other lines, including most of those in the Strathclyde Passenger 
Transport area, would fall within the second category where maintenance and 
renewal work would be deferred, although the SRA stated that safety 
standards would not be compromised under its proposals.  

20. The draft specification also proposed that Network Rail should have 
greater access to the rail network at weekends and at evenings to carry out 
maintenance and renewal work (known as ‘track possession’), with the aim of 
achieving greater efficiency through reducing the proportion of working time 
employees spent on setting up and dismantling the work site.  

Results of the consultation 
21. The consultation on the draft specification ran until 29 August 2003. The 
final specification was published on 3 October 2003. This final document 
made minor changes to the strategies outlined in the original consultation 
document. For example, the lines to the ports of Grangemouth and 
Hunterston were included in the ‘Main Secondary’ lines category, and this, in 
effect, meant that there would be a higher level of spending on maintenance 
and renewal on these lines. The document also proposed that the Glasgow 
and South West line would be included in the ‘Main Secondary’ category, at 
least until the completion of the upgrade of the west coast mainline.11 

22. The Committee took evidence from the SRA on 25 November 2003 and 
members focused their questions on the Specification of Network Outputs 
document. The SRA stated its view that its strategy allowed for a significant 
increase in spending on rail infrastructure maintenance and renewal: 

“The current backdrop is not a steady-state one against which any policy should be judged. It 
is an improving network that is being funded to make good a backlog of underspend over a 
considerable period of time.”12

Categorisation of Scotland’s rail lines 
23. A number of members raised issues relating to the SRA’s categorisation 
of rail lines in Scotland as part of the specification of network outputs. In 
particular, members questioned the decision to designate a number of routes 
(including most lines in the Strathclyde Passenger Transport area), as being 
in a secondary category which would be subject to deferred maintenance and 
renewal. In evidence, the SRA defended this decision and stated that: 

“The point that we are making is that choices have to be made. Network Rail already makes 
choices and we felt that, given the scale of the funding that is needed for the network, it was 
right to strengthen the distinction that is drawn between the busiest routes and the less busy 
routes.”13

24. The SRA argued that “tough choices” needed to be made in order to 
contain budgets,14 and that it made sense to differentiate between routes on 
ground of traffic density.  The SRA made the point that a number of Scottish 
routes would be categorised as attracting additional investment, and not just 
                                                 
11 http://www.sra.gov.uk/publications/strategy_docs/Opagesprf4.pdf 
12 Col 214 
13 Col 208 
14 Col 210 
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the cross-border route to England. These routes would include the line 
between Edinburgh and Glasgow via Falkirk and all the routes between 
Edinburgh/Glasgow and Perth, Dundee, Aberdeen and Inverness, as well as 
the links to Hunterston and Grangemouth.  

25. The Committee questioned the SRA on whether routes categorised as 
being ‘secondary’ routes would experience any deterioration in service 
provision as a result of that categorisation. The SRA indicated that the 
maintaining of individual lines was the responsibility of Network Rail, and so 
specific questions regarding lines should be directed at that body. However, 
the SRA did concede that there was a possibility that the specification of 
network outputs strategy, if adopted by the Rail Regulator, might result in 
some deterioration of performance on some lines. According to the SRA, this 
might result in, for example, temporary speed restrictions on the network. 
However, the SRA argued that the impact of these restrictions could be 
minimised and possibly eliminated by careful examination of timetabling. 

26. The Committee questioned the SRA further on the possible extent of 
speed restrictions on ‘secondary’ rail lines in Scotland. The SRA commented 
that the likely delays would be in the order of “the odd minute or two”15, and 
that if such delays were to have significant negative implications on the 
timetabling of services (for example, in the Highlands where there are more 
single-track lines) then the SRA would expect Network Rail to carry out the 
required maintenance work to avoid such disruption. The SRA gave an 
assurance that the condition of rail lines categorised as secondary, rural or 
freight lines would never be allowed to deteriorate to such an extent that the 
route could be faced with closure. 

Views of Network Rail 
27. In evidence to the Committee, the Chief Executive of Network Rail, John 
Armitt, downplayed the importance of the SRA’s specification of network 
outputs document: 

“The network outputs statement was a piece of work that was done to inform the rail 
regulator, who will have taken it into account when determining the interim review. However, 
the Network Outputs Strategy does not have any impact on us, as such. We have a series of 
contractual commercial relationships with the train operators and have to do our best to fulfil 
those obligations—we will be subject to contractual penalties if we do not.”16

Investment in track renewals and rail infrastructure 

28. The Committee raised with witnesses various issues relating to the 
funding of track renewals and rail infrastructure in Scotland and the UK. Most 
of the Committee’s questions were directed towards the witnesses from 
Network Rail. 

                                                 
15 Col 217 
16 Col 600 
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Rate of investment in track renewals 
29. The Chief Executive of Network Rail provided the Committee with 
information regarding the rate of investment in the renewal of rail track in the 
UK during the last 10 years. John Armitt told the Committee that: 

“During the early years of Railtrack, there was a relatively slow period in relation to 
expenditure, with up to about 400 miles being renewed per year. During the past couple of 
years, we have been renewing at the rate of about 800 miles per year. To recover the 
backlog, we would need to renew more than 1,000 miles per year. At the moment, we expect 
to renew about 800 or 850 miles, which is a big increase on what was happening eight or 10 
years ago.”17

30. According to Network Rail, the level of expenditure agreed by the Rail 
Regulator following the interim review is such that it will take at least 10 years 
to deal with the backlog in track renewals arising from the historic 
underinvestment in the UK rail network. However, Network Rail did express 
confidence that the proposed level of expenditure would be such that the rail 
infrastructure would improve over the next few years, and that this would 
result in better services for rail passengers.  

Network Rail in Scotland – expenditure versus income 
31. Network Rail informed the Committee that this year the company spent 
about £360 million in Scotland, and received a total income of £222 million, 
which consisted of about £183 million of track access charges, plus other 
incomes from various sources. Network Rail indicated that it plans to invest 
about £1.6 billion in Scotland in the next 5 years, although the precise figure 
will depend on discussions with the Rail Regulator. 

Categorisation of rail lines in Scotland 
32. The Committee sought information from Network Rail regarding how it 
prioritised rail investment in Scotland. John Armitt of Network Rail indicated 
that the company had identified different categories of rail routes in Scotland 
(including primary routes, secondary routes and freight routes), and had 
targeted investment according to these categories. However, John Armitt 
pointed out that this represented a separate exercise from that carried out by 
the SRA, which had categorised Scotland’s rail routes as part of its 
Specification of Network Outputs in order to inform the Rail Regulator’s interim 
review. John Armitt indicated that there were not strict rules governing how 
investment was targeted by Network Rail: 

“The primary focus is on keeping the routes safe; we get the maximum outputs that we can 
while operating in a safe manner. The number of passengers carried on individual routes is 
also a factor. There cannot be a simple formula—we cannot say, "We will only spend this 
amount on that." We have to consider each individual set of circumstances and judge them on 
their merits.”18

33. The Committee questioned Network Rail on whether it considered it 
would be acceptable for certain lines to experience deterioration in service, 
such as delays arising from speed restrictions, as a result of maintenance 
standards on the route. In response, Network Rail stated that such 

                                                 
17 Col 589 
18 Col 599 
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deterioration was “never desirable”, but – like the SRA – argued that the level 
of traffic on a line should determine how investment was targeted.  

34. The Committee highlighted the condition of the lines in the Strathclyde 
Passenger Transport area, most of which were classified by the SRA in its 
specification of network outputs as being ‘secondary’ lines and therefore 
subject to deferred maintenance and renewal. Network Rail made the point 
that this was a classification made by the SRA and these lines had not been 
classified as ‘secondary’ by Network Rail. In fact, John Armitt went on to 
argue that: 

 “The parts of the network that are clearly carrying intensive daily use, particularly by 
passengers, are exactly the sort of areas where we would expect to focus our effort and 
expenditure.”19

35. Network Rail did suggest, however, that this approach might have 
implications for other parts of the Scottish rail network: 

“If we are simplistic about it, and at the risk of upsetting people in some of the rural 
communities, the major intercity routes and the major routes in and between the major 
conurbations are clearly where the bulk of the passengers travel each day and where we 
need to focus our efforts to ensure that we are minimising disruption and providing the best 
possible service to the maximum number of people.”20

Staff employed in maintenance and renewals 
36. The Committee questioned Network Rail about its decision to bring track 
maintenance staff ‘in-house’, and John Armitt confirmed that this could 
potentially lead to savings of between £200 million and £300 million a year, 
although he suggested that even if rail maintenance had continued to be 
provided by contractors, Network Rail would have looked to obtain that level 
of saving via more efficient working practices. Network Rail suggested that it 
would be more difficult to employ workers who were working on rail renewals 
‘in-house’, because of the project-based nature of renewals work. 

Impact of the establishment of Network Rail 
37. The Rail Regulator told the Committee that establishment of Network 
Rail and the demise of Railtrack had been very beneficial to the UK rail 
industry: 

“Network Rail has a very poor inheritance from Railtrack… Railtrack was a highly 
unsatisfactory company in many respects. It was certainly bureaucratic; it was also hostile to 
its customers and had a policy of neglecting its assets. That is why it failed. 

When Network Rail took over, it expected to find a mess and it did but, in relation to many of 
the basic competences that one would expect to find in a national infrastructure operator, the 
mess was more severe than it had expected. Under regulatory pressure applied where 
appropriate, Network Rail has taken significant steps to improve its internal organisation and 
its competences in the key respects.”21

                                                 
19 Col 604 
20 Col 604 
21 Col 915 

 10



38. According to the Rail Regulator, the establishment of Network Rail had 
led to a number of improvements in the organisation, including the 
employment of new and more effective senior managers, initiatives to 
establish a full assets register for the organisation, and a reduction in 
bureaucracy. 

Waverley Station 
39. The Committee sought information on possible improvements to 
Waverley Station. The evidence taking session with the SRA took place prior 
to the announcement by the Minister for Transport that the Executive had 
provided £3.7 million of funding for detailed design work for enhancement 
schemes to the station.22  

40. The SRA representatives indicated that discussions were on-going 
between the SRA, the Minister for Transport and the Secretary of State for 
Transport regarding the future of the station. The SRA representative 
described it as being “an extremely important station”23, but was not able to 
commit firmly any SRA funding to the project, telling the Committee that: 

“At present, the SRA has no spare funds, I am afraid, but we go into a spending review next 
year and we shall certainly be seeking to secure additional funds. We will have in our minds 
the investments that are on the table in Scotland as well as in England and Wales. In terms of 
funding from the SRA, there is unlikely to be any short-run conclusion, but I believe that the 
work that has been done on the options available at Waverley is close to concluding what a 
first prudent step might be.”24

Modernisation of the West Coast Main Line 
41. The Committee questioned the SRA on the issue of the modernisation of 
the West Coast Main Line, and, in particular, the timing of the introduction of 
hourly trains between London and Glasgow and the raising of the track speed 
to 140 miles per hour. 

42. In evidence, the SRA indicated that an hourly train to London from 
Glasgow is planned for 2005. However, it stated that the 140 mph target for 
the rail line had been deleted from its programme, although the rolling stock 
on the line has that capability and in the future it would be feasible to upgrade 
at least parts of the route to that speed. The SRA indicated that its efforts 
were focused towards the introduction of trains running at 125 mph on the 
line, and it stated that its current aim was to introduce a timetable based on 
these train speeds in September 2004. The SRA stated that this would make 
a significant difference to the West Coast Main Line service, and it suggested 
that although the 140 mph speed limit was a high profile target, in practice it 
would not make a huge difference to journey times on the line when compared 
to the 125 mph target.  

43. The Committee questioned the Rail Regulator on the implications of the  
results of the interim review of track access charges, published in December 
2003, for the SRA’s stated plans in relation to the upgrading of the West 
                                                 
22 This announcement also stated that agreement still had to be reached regarding funding for 
the full cost of the initial phase of the scheme, estimated to be £150 million. 
23 Col 220 
24 Col 220 
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Coast Main Line. The Committee noted that there had been some criticism 
that the Rail Regulator had pressed Network Rail to delay or abandon the 
planned upgrade. The Rail Regulator denied this allegation, and stated that 
he had set targets for Network Rail to make efficiency savings and that the 
onus was on the organisation to make these savings. In relation to the West 
Coat Main Line, he stated: 

“If Network Rail is able, through reconfiguration of the WCML project, to find those savings, so 
that it can deliver the outputs faster within the overall financial settlement that I have set, that 
is up to the company. The company should, of course, be having mature and regular dialogue 
with the Strategic Rail Authority, which is paying the lion's share of the cost. That is how we 
arrive at decisions. There was not, however, a decision by my office to delay or abandon the 
WCML project; rather, the decision was to set funding levels that would have implied a delay 
unless Network Rail could reconfigure the project—as, indeed, it has in some respects.”25

44. The Rail Regulator explained to the Committee that his office had told 
Network Rail to carry out the work on the West Coast Main Line within a 
timescale which would enable the work to be carried out efficiently. 

Rail safety 

45. The SRA emphasised that it considered safety on the rail network to be 
a top priority: 

“We made it absolutely clear that in applying the policy there could be no compromise of any 
safety standards whatever…  It is clear that there could be a situation in which expenditure 
would simply have to be made for safety reasons. That would be the case irrespective of the 
type of route.”26

46. The Committee raised the possibility that overcrowding of trains on some 
routes in Scotland might constitute a safety risk to passengers. The SRA 
acknowledged that overcrowding on certain trains was an issue, but noted 
that the SRA had established specific directions and guidance to address 
overcrowding, and recent joint investment with the Scottish Executive had 
enabled longer trains to be used on certain routes. 

47. The Rail Regulator expressed the view that a trade-off needed to be 
made between a policy of absolute rail safety and the costs associated with 
such an approach. The Rail Regulator told the Committee that in his view: 

“The application of railway safety standards does not have to be as rigid as we have found it 
to be over the past few years.”27

48. The Rail Regulator highlighted, as an example, the introduction of the 
new train and protection warning system following the Ladbroke Grove 
accident in 1999. He noted that the Health and Safety Executive had decided 
that the system should be placed at the run-ins to stations, despite the fact 
that trains would be going slowly at that point and that railway professionals 
had considered that the installation of the system was not required. The new 
system was therefore installed at 14,000 locations rather than the 4,000 
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locations originally envisaged. The Rail Regulator stated that this had led to a 
significant increase in the project’s overall costs, and that many in the rail 
industry considered that safety standards had been applied in an overly-rigid 
manner. 

49. The Rail Regulator also suggested that political decisions needed to be 
taken as to where investment in the safety of the country’s transport network 
should be targeted. He noted, for example, that each year over 3,000 people 
die on the UK road network, whilst there have been no passenger fatalities on 
the rail network since the Potters Bar accident in May 2002. The Rail 
Regulator told the Committee that there was an argument that targeting 
money on road, rather than rail, safety measures might save more lives. 

UK Government Rail Review 

50. The Secretary of State for Transport, Alistair Darling MP, announced a 
major review of the structure of Britain's railway on 19 January 2004, and 
stated his intention that the review should be completed and conclusions 
announced by the summer of this year. The remit of the review is as follows: 

“The review is focussing on: the structural and organisational changes needed to improve 
overall rail performance for its customers; the progress being made by increased investment 
with clear lines of accountability and responsibility; and the regulation of safety.”28

51. In a statement to the UK Parliament, the Secretary of State suggested 
that there might be a possibility that the review could result in the devolution of 
responsibilities for rail decision making: 

“The Government also believes the opportunity should be taken to consider how we can 
devolve more decisions on public transport - including rail - to the Scottish Executive and 
Welsh Assembly Government and at a regional level to PTEs within a nationally coherent 
framework.”29

52. The SRA gave evidence to the Committee in advance of the 
announcement of the UK rail review. When the SRA appeared before the 
Committee, it expressed broad satisfaction with the current structure of the rail 
industry: 

“Although each organisation has distinct and different roles, we feel that we work well 
together. The rail regulator, if he were here, would stress his independence, as he has been 
doing publicly over the past few weeks. He has a different function from that of the SRA, 
which is ultimately accountable to ministers as a non-departmental public body. There is 
value in those two roles continuing. Network Rail is a different animal from Railtrack, and the 
rail regulator is of the opinion that the function of independent regulation remains just as 
important. I have no reason to doubt that.”30

53. The Chief Executive of Network Rail, John Armitt, gave evidence to the 
Committee the day after the announcement of the rail review, and offered his 
initial thoughts on the Secretary of State’s statement. He indicated that he 
thought it likely that the Secretary of State would take the opportunity to 
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streamline the number of bodies that regulate and supervise the industry. He 
noted, for example, that there were currently at least three bodies charged 
with regulating safety on the railways: Her Majesty’s Railway Inspectorate, the 
Rail Safety and Standards Board and the Rail Accident Investigation Board. 
John Armitt suggested that the “structure of safety control regulation across 
the railways bears examination”31 and noted that an alternative model for the 
regulation of rail safety could be a body similar to the Civil Aviation Authority, 
which is a single body regulating the aviation industry. 

54. In relation to the suggestion that more rail responsibilities could be 
devolved to Scotland, John Armitt, did not express a firm view, stating: 

“I probably hold different views on that, depending on which day of the week it is. No matter 
whether we are talking about the Scottish Executive or passenger transport executives, it is 
clear that local people are far more constructive when they are involved in formulating 
solutions and activities than they are when something is done to them by someone at the 
centre 500 miles away. As a result, there are real benefits in seeking local involvement in 
necessary changes and improvements to the railway.”32

55. However, John Armitt went on to argue that key strategic decisions 
should be made across the network and these decisions should not be 
swayed by overly localised issues. He suggested that the degree to which 
decision making could be devolved would depend on particular 
circumstances. It might be appropriate, for example, for decisions relating to 
the upgrading of a local station to be taken at a very local level, while changes 
to timetabling and signalling would have wider implications for the whole 
network and should therefore be taken at a national level. He cautioned 
against the notion of a Scottish rail body ‘detached’ from the rest of the 
network: 

“Scotland cannot be put in its own bubble, cocooned from the rest of the network, because 
there are cross-flows and interchanges.”33

56. The Rail Regulator expressed his view that devolving more 
responsibilities on rail issues to the Scottish Parliament was not one of the 
main objectives of the rail review: 

“I believe—I express no opinion on whether this is right or wrong—that the issue of greater 
accountability for railway services in Scotland and Wales is very much a tacked-on optional 
extra that was put in as a sop to the National Assembly for Wales and the Scottish 
Parliament. I do not think that it is a central issue in the review at all…”34

57. Although the Rail Regulator acknowledged that devolution in the rail 
industry  did not appear to be a top priority for the UK Government, he 
suggested that it should form an important part of the UK Government’s 
approach to rail. He told the Committee that: 

“I believe that greater local accountability for railway services is an extremely welcome idea, 
the time for which has come. I also believe that central control of transport planning in the 
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Westminster jungle is highly undesirable, that central state micromanagerial planning of 
transport services is highly undesirable, and that there should be far greater local 
accountability for railway services wherever they are.”35

58. The Rail Regulator suggested, example, that the SRA as an organisation 
should be positioned much closer to relevant public institutions in Scotland.  

Changes to the structure of the rail industry in Scotland 

59. The Committee questioned witnesses on the issue of changing the 
structure of the rail industry in Scotland. It had been suggested, for example, 
that a single body could be established in Scotland to control both 
infrastructure management and train operations. This would represent ‘vertical 
integration’ in the industry. 

60. In evidence, Network Rail argued that the current structure of the 
organisation brought benefits: 

“Under our reorganisation we consciously retained Scotland as a route, with its own director. 
We also have two areas of maintenance and renewal activity in Scotland. Looking at the way 
in which the network throughout the United Kingdom is organised, I would say that Scotland is 
probably one of the most discrete parts of the network and that it is managed in that way. 

“I believe that having the backing of a national company in the form of Network Rail brings 
benefits. I could cite an example of that in the work that was done last year at Dolphinstone, 
where a long section of the east coast main line had to be rerouted because of subsidence—
which, if I remember rightly, was due to mine workings. To fix that cost something like £56 
million. That is a lot of money to find, but it was made readily available by the company to 
help deliver the improvement to resolve that problem.36

61. On the subject of vertical integration, Network Rail agreed that benefits 
could be gained from working more closely with rail operators, and pointed to 
a number of initiatives in this area, such as the establishment of a single 
controller at Waterloo Station in London, employed by Network Rail and 
overseeing both the Network Rail and South West Trains control room. 
However, Network Rail suggested that full vertical integration was politically 
“not on the agenda”37 as far as the UK Government was concerned. Network 
Rail noted that implementing vertical integration would, in practice, be difficult 
to achieve.  

62. The SRA commented that while there were some in the rail industry who 
advocated vertical integration, there would be a number of practical difficulties 
associated with this model. For example, if the same body which ran the 
Scottish rail passenger franchise also maintained the rail infrastructure in 
Scotland, it could be reluctant to allow rail freight companies as much access 
to the rail network as they required. 

63. The Rail Regular commented in evidence to the Committee: 
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“On the question of whether vertical integration would make things easier, I think that it might 
well obscure the root causes of delays. One of the advantages of the existing system is that it 
exposes the causes of delays. Vertical integration would not make things easier and it might 
lead to higher costs for the railway because inefficiencies and other wastes of money would 
be concealed.”38

ADDITIONAL INFORMATION 

64. The witnesses from the Strategic Rail Authority and Network Rail 
indicated that they would prefer to answer some of the Committee’s oral 
questions in writing. The Committee subsequently wrote to the two 
organisations to follow up these outstanding issues. 

Network Rail 
65. During the evidence session in January 2004, the Committee asked 
Network Rail for information on the level of public expenditure on the railways 
during the six years before privatisation, and during the six years after 
privatisation. In a written response in February 2004, Ron McAulay of Network 
Rail provided information on this expenditure which had been sourced from 
the Department of Transport, and is attached below in Table 1. 

66. In a further letter to the Committee in February 2004, Network Rail took 
the opportunity to stress that the SRA’s specification of network outputs 
document does not influence its current approach to rail maintenance. 
Furthermore, Network Rail offered a reassurance that, unlike the SRA 
specification of outputs, its approach to maintenance did not differentiate 
between lines within the SPT area and those outwith that part of the network. 
Network Rail stated that its approach to maintenance was based on the 
condition of the assets in the rail network and the level of usage that is made 
of those assets. 

Strategic Rail Authority 
67. In a letter to the Committee dated 25 February 2004, the Strategic Rail 
Authority followed up several outstanding issues which had been raised 
during oral evidence taking. On the issue of the provision made by the ORR 
for the maintenance and renewal of stations, the SRA indicated that the 
allowed level of expenditure on operational property, which includes stations, 
depots and lineside buildings such as signal boxes, is £1.124 billion over the 
control period. The SRA identified major stations expenditure as representing 
£116 million out of this total allowance. 

68. In response to a question on how much public money has been invested 
in the rail network since 1996, the SRA indicated that total investment in the 
rail industry since 1996-97 has been £18.366 billion and in this time total 
government support to the rail industry has been £11.517 million.39 The SRA 
also stated that the profits made by the franchised train operators since 
privatisation have totalled £608 million. 
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69. In response to a question on which Scottish organisations had been 
consulted on the network outputs document, the SRA indicated that the 
following bodies had been consulted: the Scottish Executive, COSLA, all 
Scottish local authorities, Highlands and Islands Enterprise, SESTRAN, 
Strathclyde Passenger Transport, Scotrail, the Rail Passengers’ Committee 
for Scotland, Clydesdale Rail Action Group, Scottish Association for Public 
Transport, and the Scottish Council for Development and Industry. 

CONCLUSION 

70. The Committee has taken evidence from three key bodies which play a 
central role in the rail industry in Scotland: the Strategic Rail Authority, 
Network Rail and the Rail Regulator. The evidence taking sessions have 
provided the Committee with an insight into recent developments in the rail 
industry, and the approach taken by each organisation to the management of 
rail services in Scotland. The Committee has sought information regarding the 
commitment of each organisation to the rail industry in Scotland, and has 
sought reassurances regarding the future standard of rail services. 

71. The work undertaken by the Committee has not been a formal 
committee inquiry, with a full range of witnesses and formal 
recommendations. However, the evidence taken by the Committee has 
provided an insight into the rail industry and warrants being set out in a formal 
committee paper. This paper therefore records the evidence received by the 
Committee, and, in doing so, highlights a number of issues which the 
Committee is likely to return to in the future. It is proposed that the Committee 
takes evidence from the Minister for Transport in the autumn on the latest 
developments in the rail industry. This paper will inform that evidence session. 
It is therefore recommended that this paper is sent to the Minister so that he is 
aware of the Committee’s evidence. It is also recommended that this paper is 
made a public document and is placed on the Scottish Parliament’s website 
so that it is made available to a wider audience. 
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KEY POINTS 
 
• Scottish Executive to gain full control over the specifying, letting (including signing), 

managing and monitoring of the Scottish passenger rail franchise, powers currently 
exercised by the Strategic Rail Authority (SRA) 

 
• Scottish Executive to set the strategic priorities for the Scottish rail network 
 
• Scottish Executive to specify the network outputs for Network Rail to deliver and fund the 

Scottish infrastructure costs 
  
• Scottish Executive to assume Strathclyde Passenger Transport’s rail powers 
 
• Scottish Executive to establish a new national transport agency, Transport Scotland, which 

will carry out most of the Executive’s rail related functions 
 
• Network Rail to assume overall responsibility for operation of the network and its 

performance, including setting the national rail timetable from the SRA and directing service 
recovery following disruptions to rail services. 

 
• Network Rail/Train Operating Companies to establish joint control rooms 
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• Network Rail to take responsibility for drafting Route Utilisation Strategies, currently drafted 

by the SRA 
 
• SRA to be abolished 
 
• Office of Rail Regulation to assume responsibility for railway health and safety regulation 

from the Health and Safety Executive 
 
INTRODUCTION 
 
This briefing looks at the current organisation and operation of Scotland’s railways.  It goes on 
to examine the changes to the current system proposed by the UK Government and the 
Scottish Executive. 
 
SCOTLAND’S RAILWAY NETWORK 
 
Scotland’s railway network (ScotRail) has 3,034 route km with a total track length of 5,489 km 
(Scottish Executive, 2004a) of which 23% is electrified.  There are 339 stations in Scotland, 335 
are operated by ScotRail, 181 of which are within the Strathclyde Passenger Transport (SPT) 
area (Scottish Executive, 2004a and personal contact with ScotRail and SPT). The remaining 
four stations are operated by the following companies: Edinburgh Waverley (Network Rail), 
Glasgow Central (Network Rail), Dunbar (GNER) and Prestwick Airport (owned and managed 
by Infratil, owners of the airport). 
 
During 2002-03, the latest year for which figures are available, there were 62.2m rail journeys 
originating in Scotland, of which 2.3m were cross border journeys.  In addition some 2.6m rail 
journeys which began south of the border ended in Scotland.  In 2003-04, ScotRail carried 
some 62.3m passengers, of which 41.1m were in the SPT area (Scottish Executive, 2004a). 
 
During 2002-03 some 8.9m tonnes of rail freight were lifted in Scotland.  A total amount of 5.99 
tonnes of rail freight had its destination in Scotland, of which 1.08m tonnes came from 
elsewhere in the UK and 0.64m tonnes came from outwith the UK (Scottish Executive, 2004a). 
 
DRIVERS OF CHANGE 
 

The way in which it [the railway] was privatised has led to fragmentation, excessive 
complication and dysfunctionality that have compounded the problems caused by 
decades of under-investment. Quite simply, there are too many organisations, some with 
overlapping responsibilities, and it has become increasingly clear that that gets in the 
way of effective decision making and frequently leads to unnecessary wrangling and 
disputes. That is no way to run the railways. (House of Commons, 2004) 

 
So stated the Secretary of State for Transport, as he launched the UK Government’s Rail 
Review (Department of Transport 2004b), on 19 January 2004.  The Review focused on what 
structural and organisational changes were needed to improve the performance of the UK rail 
industry for the benefit of its customers.  The Secretary of State made it clear that the outcomes 
of the Review would be underpinned by two clear principles, namely: 
 

1. The railway must operate in the public interest, while protecting the legitimate interests of 
investors. It must be for Government to decide how much public money is spent on the 
railway and determine priorities 
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2. The principle of public and private partnership is right for the railways and the role of 

independent economic regulation remains central to this partnership. 
 
These two principles effectively ruled out the option of re-nationalising the UK’s railways.  The 
Department for Transport (2004a) summarised the five key issues facing the rail industry, in the 
Future of Rail White Paper, published on 15 July 2004, as: 
 
• a complex and confusing public sector structure, with too many over-lapping responsibilities 

and no clear command of strategy;  
• a regulatory system and contractual structure which do not give the Government direct 

control of the level of public funding for the railways;  
• an over-complex private sector structure, with Government often far removed from the 

impact of the decisions that it takes;  
• a relationship between track and train companies based on false and sometimes perverse 

market incentives, that in many cases do not reflect customers’ needs; and  
• a lack of operational leadership in the private sector, with no-one clearly accountable for the 

delivery of improved performance and reliability.  
 
The Future of Rail White Paper went on to set out the UK Government’s proposals for the 
reform of the regulation of the UK’s railways.  The impact of these proposals on Scotland’s 
railways is examined below. 
 
CURRENT LEGISLATIVE AND ADMINISTRATIVE FRAMEWORK 
 
The current privatised railway system was established by the Railways Act 1993 (c.43) and was 
amended by the Transport Act 2000 (c.38). 
 
There are two major policy documents which relate to Scotland’s railways: 
 

1. Strategic Rail Authority: The Strategic Plan 2003 (Strategic Rail Authority, 2003): SRA 
plan for maintenance and development of the UK rail network. 

2. Scotland’s Transport: Delivering Improvements (Scottish Executive, 2003): Effectively the 
Scottish Executive’s transport plan for Scotland. 

 
Proposed Legislative Changes 
 
The key changes proposed by the UK Government which will require new legislation are: 
 
• the abolition of the Strategic Rail Authority 
• the expansion of the remit of the Office of Rail Regulation  
• the handover of additional powers to the Scottish Executive 
 
These changes will require primary legislation in the UK Parliament, principally to amend the 
Transport Act 2000, Railways Act 1993 and the Scotland Act 1998.  The UK Government are 
committed to introducing such legislation at the earliest opportunity. 
 
MAIN AGENCIES AND ORGANISATIONS 
 
This section summarises the roles and responsibilities of the key organisations involved in the 
day to day operation of Scotland’s railways.  It goes on to summarise forthcoming changes in 
these roles resulting from the proposals in The Future of Rail white paper (Department for 
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Transport, 2004a) and in “Scotland’s Transport Future: The Transport White Paper” (Scottish 
Executive 2004b). 
 
NETWORK RAIL 
 
Network Rail owns and maintains the track, bridges and tunnels, level crossings and signalling 
systems which make up the UK rail network.  Network Rail also owns 2,500 railway stations in 
the UK although it only directly manages the 17 largest major stations, including Glasgow 
Central and Edinburgh Waverley in Scotland, with the remainder being leased to the relevant 
passenger franchise holder. 
 
Network Rail is a private company limited by guarantee, i.e. a company ‘owned’ by members 
rather than shareholders and run by a board of directors.  Network Rail’s members fall into one 
of two categories: 
 
• Industry members: Representatives of organisations with a direct relationship with Network 

Rail, including Train Operating Companies, Freight Operating Companies and engineering 
companies 

• Public members: Organisations, including the Scottish Executive and CoSLA, and 
interested individuals selected by a Membership Selection Panel, which is  appointed by the 
Network Rail Board  

 
In addition, the SRA is a member of Network Rail. A full list of the 116 members is available 
from the Network Rail website.  The members have no financial or economic interest in Network 
Rail, which would reinvest any profit back into the company’s operations as opposed to paying 
shareholders a dividend, and their main role is to hold the board to account for its management 
of the business and to ensure it is managed with high standards of corporate governance.  
Members have a duty to act in the best interests of Network Rail as opposed to the 
organisations that they may own or represent. 
 
Network Rail took ownership of the UK’s rail infrastructure on 3 October 2002 from the previous 
owners Railtrack at a cost of £500m, as well as inheriting Railtrack’s £7.1bn debt.  Railtrack took 
control of the UK rail network in 1994 as part of British Rail and was floated on the London stock 
exchange during 1996.  Railtrack was put into Railway Administration by an order of the High 
Court on the 7 October 2001, after a request from its Board for additional UK Government 
funding was refused and the Company was found to be insolvent. 
 
Proposed changes to the functions of Network Rail 
 
The UK Government intends to give Network Rail overall responsibility for the performance of 
the UK rail network.  This will be done through the creation of a new regulatory contract 
between Network Rail and the Department for Transport.  This will specify the high-level outputs 
on capacity and reliability which Network Rail has to deliver, and the income the Company will 
receive for doing so 
 
Network Rail will take on the following tasks, with the aim of improving the operation of the 
network: 
 
• Establish integrated Network Rail/Train Operating Company control centres under Network 

Rail leadership to cover the entire network. 
• Assume clearer powers to direct network services and restore services to normal after 

disruption. 
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• Take on responsibility for drafting the national rail timetable from the SRA, with input from 

train operators. 
• Take responsibility for drawing up Route Utilisation Strategies, previously a task of the SRA, 

to optimise use of each part of the railway network. 
 
The conclusions of the UK White Paper have been welcomed by Network Rail with chairman, 
Ian McAllister, stating: 
 
The White Paper has clarified responsibilities and given us all a sure footing on which we must 
build. Everyone at Network Rail will roll up their sleeves and get on with the job. 
 
We renew our pledge to work closely with our colleagues in the train and freight companies to 
help them meet the expectations of railways users (Network Rail, 2004) 
 
The transfer of additional powers to Network Rail has been welcomed by many in the rail 
industry, e.g. Keith Norman, acting general secretary of train drivers union ASLEF, states: 
 
This is a useful if limited step towards ending the separation of infrastructure and operations and 
towards the recreation of an integrated railway. Any progress towards ending the wasteful 
regime of inter-company payments and penalties which privatisation entails is a good thing. 
(ASLEF, 2004) 
 
 
TRAIN OPERATING COMPANIES (TOCS) 
 
Passenger train services are provided by franchised passenger TOCs, i.e. companies which 
have been granted a ‘franchise’ to provide passenger rail services by the Strategic Rail 
Authority.  26 franchised TOCs were created when the railway was privatised Each franchise, 
i.e. a concession to operate trains on designated lines or geographic areas for a fixed period of 
time, was awarded to the bidder that would provide the Government with the greatest return or 
required the least amount of subsidy to operate an agreed level of service. 
 
Franchise holders must also have a passenger licence issued by the Office of Rail Regulation to 
be able to operate passenger rail services. 
 
Only three of the UK’s 25 TOCs operate in Scotland, these are: 
 
ScotRail: The Scottish passenger rail franchise was the last of BR’s passenger TOCs to be 
privatised (1 April 1997), and is currently the largest franchise in terms of route-kilometres, 
number of trains run and number of stations operated.  The original ScotRail franchise was 
awarded to the National Express Group.  ScotRail provides approximately 95% of passenger 
train services in Scotland plus the overnight Anglo-Scottish Caledonian Sleepers linking 
Edinburgh, Glasgow, Aberdeen, Inverness and Fort William with London.   
 
The Strategic Rail Authority awarded the next Scottish Passenger Rail franchise to Aberdeen 
based First Group on 20 August 2004.  First Group will assume control of the franchise on 17 
October 2004 under the name First ScotRail.  The new franchise requires First to run all the 
services currently provided by National Express and also includes a number of improvements 
aimed at improving security, cleanliness, reliability of services and reducing the number of 
passengers standing.  The franchise will also allow extra services to be added as and when, at 
a reasonable cost, to help deliver the Executive’s future plans for the Scottish network.  For 
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example, specific agreement has been reached with First ScotRail to provide services on the 
Larkhall-Milngavie and the Stirling-Alloa-Kincardine lines when they are reopened. 
 
Great North Eastern Railway (GNER): The Sea Containers Group was awarded a 7 year 
franchise to operate the Inter City East Coast (ICEC) franchise in 1996, which has since been 
extended by a further two years.  The ICEC franchise is operated under the GNER name and 
provides long distance services along the East Coast Main Line (ECML) between Scotland, the 
north of England and London.  The ICEC franchise is currently at an early stage in the re-
franchising process.  Four companies pre-qualified for the franchise competition, i.e. GNER, 
First Group, Intercity Railways (a joint Virgin Trains/Stagecoach/Deutsche Bahn operation) and 
Danish State Railways/EWS.  Intercity Railways withdrew from the competition and Virgin 
Trains later announced (Stagecoach, 2004) that they would be competing for the franchise in 
partnership with the Stagecoach group.  
 
Virgin Trains: Virgin Rail Group (VRG) operate West Coast Main Line (WCML) intercity services 
between Glasgow, the north west of England and London and the inter-regional CrossCountry 
service on 15 year franchises that are due to expire in 2012.  Since July 2002 Virgin Trains has 
operated both franchises under 'Letters Agreement' with the SRA pending renegotiations of the 
franchises.  These agreements supplement elements of the original franchise agreements, the 
main provisions being the agreement of an annual budget for each franchise between the SRA 
and VRG or, if necessary, the imposition of a budget by the SRA, in order that VRG receives no 
more money than is necessary to operate the services under a defined profit margin.  
 
The SRA recently ended negotiations with Virgin regarding the CrossCountry franchise, stating 
that: 
 

A Best and Final Offer for a single-tender deal running to 2012 was recently received 
from VRG, but was significantly too high to pass the value for money test that the SRA 
undertakes on behalf of taxpayers. As a consequence, the SRA informed VRG this 
afternoon that it is ending negotiations on the CrossCountry franchise (Strategic Rail 
Authority, 2004a) 

 
The West Coast franchise remains under closed bid renegotiations and the SRA will make an 
announcement in due course about the future operation of the CrossCountry franchise. 
 
 
Proposed changes to the TOC system 
 
No direct changes are proposed, however 
 
• The UK Government will assume control of the franchising process, following the abolition of 

the SRA, with the exception of the Scottish passenger franchise which will be the 
responsibility of the Scottish Executive 

• The UK Government will reduce the number of franchises, by combining current franchises 
as they come up for renewal, the aim being for franchise areas to more closely match 
Network Rail’s regional structure 

• TOCs will be required to work more closely with Network Rail on operational issues, e.g. 
through joint control rooms 

• Network Rail will be responsible for setting the national rail timetable 
 
The proposals outlined in the White Paper have been welcomed by TOCs, Keith Ludeman, 
chairman of the Association of Train Operating Companies has said:  
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The White Paper will help create a more joined-up railway and it recognises the key role of train 
operators as the best way to deliver benefits for passengers working in close partnership with 
Network Rail.  It provides a clearer way forward and we now look forward to doing the detailed 
work necessary to make these changes effective, in partnership with industry colleagues. 
(Network Rail, 2004) 
 
 
FREIGHT OPERATING COMPANIES (FOCS) 
 
FOCs provide rail freight services to public and private clients, with a particular emphasis on 
bulk products, such as coal, and ‘intermodal’ freight containers which can also be carried by sea 
and truck.  FOCs do not require a franchise to operate rail services.  However, prior to operating 
any service each FOC must hold a non-passenger train operators licence, issued by the Office 
of Rail Regulation (ORR) and have arranged track access with Network Rail through the ORR.  
A FOC must also have a safety case approved by the Health and Safety Executive. 
 
On privatisation British Rail’s (BR) freight businesses were sold off to two private companies: 
 
• English, Welsh and Scottish Railways (EWS): EWS acquired four former BR freight 

operating businesses, i.e. Rail Express Systems, Loadhaul, Transrail Freight and Mainline 
Freight in 1996. This was followed by the purchase of the BR National Power Rail Unit and 
BR's European division - Railfreight Distribution in 1997.  All of which, with the exception of 
Railfreight Distribution, were merged to form EWS.   

 
EWS’s majority shareholder is the US rail freight operator Wisconsin Central which was itself 
acquired by Canadian National during September 2001.  

 
• Freightliner: The BR Freightliner Inter-modal business was the subject of a management 

buyout which continues to operate inter-modal container trains as well as bulk and 
infrastructure trains under the title Freightliner Heavy Haul.   

 
Since privatisation a number of other FOCs have been established: 
 
• Direct Rail Services (DRS): A subsidiary of British Nuclear Fuels, DRS is primarily 

concerned with the transport of nuclear materials but is expanding into general freight. 
 
• GB Railfreight: Part of GB Railways, which is owned by First Group. 
 
In addition to these companies two others intend to enter the rail freight market, Advenza 
Freight operating less than wagonload freight services and Jarvis Rail which intends to operate 
bulk haulage trains. 
 
Proposed Changes to the FOC System 
 
No changes are proposed although the UK Government intends to ensure that FOCs have long-
term track access contracts, to provide the certainty needed to enter into commercial contracts.   
 
The conclusions of the Review have been welcomed by the rail freight industry, e.g. Keith 
Heller, Chief Executive of EWS, stated: 
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For freight customers, the review has provided the stability and certainty they require to 
continue growing their use of rail freight services.  By supporting the introduction of long-term 
track access contracts to the rail network for rail freight operators, the Secretary of State has 
demonstrated that the Government recognises the importance of rail freight services to British 
industry and the economy (English, Welsh and Scottish Railways, 2004). 
 
ROLLING STOCK LEASING COMPANIES (ROSCOS) 
 
Most rail passengers are unaware that the trains they travel on are not owned by the company 
providing the rail service, but one of three ROSCOs, e.g. Virgin Train’s new fleet of 53 Penolino 
high speed trains is actually owned by Angel Trains. 
 
In April 1994 three ROSCOs each took ownership of approximately one third of BR’s passenger 
rolling stock, i.e. locomotives, carriages and electric/diesel multiple units.  Each ROSCO leased 
the rolling stock back to the constituent regions of BR, which were in effect the future franchise 
areas.  The ROSCO system is necessary for the smooth operation of passenger rail franchises 
as it allows the management of a franchise to change without the need for the new franchise 
holder to purchase a new train fleet, taking into account the fact that the lifespan of railway 
rolling stock is longer than any current rail franchise. 
 
The Department for Transport sold the three ROSCOs to private sector operators during early 
1996, details of their ownership are as follows: 
 
• Porterbrook Leasing Company: Originally the subject of a management/employee buyout in 

January 1996, Porterbrook was sold to Stagecoach in August of the same year and 
subsequently bought by Abbey National Treasury Services in April 2000.  

 
• HSBC Rail: Originally the subject of a management buyout in February 1996, under the 

name Eversholt, the company was bought by the Forward Trust, now a subsidiary of the 
HSBC Bank, in early 1997. 

 
• Angel Trains: GRS Holding Company Limited, a consortium including Babcock and Brown 

and Nomura International, acquired Angel Trains in January 1996. GRS sold their right to 
Angel’s capital rental income shortly after privatisation and sold the remainder of the 
business to the Royal Bank of Scotland Group during 1997. 

 
Proposed Changes to the ROSCO System 
 
No changes are proposed, although the UK Government is committed to drawing up a long-term 
strategy for the rolling stock market.  The aim being to ensure that rolling stock leases represent 
good value for money, as much of the money paid by TOCs for train leases actually comes from 
direct Government subsidy. 
 
 
REGULATORY BODIES 
 
The regulation and oversight of Scotland’s railways is the responsibility of the Office of Rail 
Regulation, the Strategic Rail Authority and the Health and Safety Executive.  This section 
summarises their current functions and highlights the changes to their roles proposed in The 
Future of Rail (Department for Transport, 2004a) white paper and Scotland’s Transport Future 
(Scottish Executive, 2004b). 
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STRATEGIC RAIL AUTHORITY (SRA) 
 
The SRA, established by the Transport Act 2000, came into being on 1 February 2001.  The 
SRA lets and manages passenger franchises, develops and sponsors major infrastructure 
projects, manages freight grants in England and Wales (freight facility grants for developments 
in Scotland are administered by the Scottish Executive), publishes an annual Strategic Plan, 
and is responsible for some aspects of consumer protection.   
 
The SRA published its first annual Strategic Plan on 14 January 2002, which set out the SRA’s 
strategic priorities for the UK’s railways over the next ten years.  The SRA published a second 
Strategic Plan in January 2003 however no plan has been published in 2004.  In addition to the 
Strategic Plan the SRA has published plans relating to the WCML, Freight, Rolling Stock, 
Capacity Utilisation, ERTMS and the franchising process.  Copies of all these plans are 
available from the SRA’s website. 
 
The SRA operates under directions and guidance from the UK Secretary of State for Transport, 
who also appoints the Chair and directors of the Authority. 
 
Changes to the SRA 
 
The UK Government proposes the complete abolition of the SRA.  The majority of its functions 
and financial obligations, e.g. letting and managing franchises, awarding freight grants, setting 
priorities and drafting strategic plans will be taken on by the Department for Transport.  
Responsibility for the letting and management of the Scottish passenger rail franchise will pass 
to the Scottish Executive. 
 
Network Rail will assume those SRA functions which relate to operational matters, e.g. drafting 
the national rail timetable and drawing up route utilisation strategies. 
 
The Chairman of the SRA, Richard Bowker, greeted the proposed abolition of the SRA as 
follows: 
 
Thanks to the skills and dedication of SRA staff, Britain's railway is now rehabilitated and ready 
for real delivery to passengers and investors alike. There is now stability, clarity and certainty 
around major projects and train franchising, where before there was drift, doubt and confusion 
(Strategic Rail Authority, 2004) 
 
Richard Bowker then announced his resignation from the SRA and will be replaced, from 11 
September 2004, by his deputy Nick Newton, who will chair the SRA until it is abolished.   
 
OFFICE OF RAIL REGULATION 
 
The Office of Rail Regulation (ORR) was established on 5July 2004 under the provisions of the 
Railways and Transport Safety Act 2003, assuming the functions of the Office of the Rail 
Regulator.  The Board of the Office of Rail Regulation is appointed by the Secretary of State for 
Transport.  The current chair of the board is Chris Bolt, who is assisted by five other board 
members.  As the independent economic regulator for the rail industry the main objectives of the 
Office of Rail Regulation, set out in the Railways Act 1993, are to: 
 
• 
• 

ensure Network Rail’s effective and efficient stewardship of the UK rail network 
ensure fair and efficient use of the rail network by TOCs and FOCs 

providing research and information services to the Scottish Parliament 
10 

http://www.sra.gov.uk/sra/
http://www.sra.gov.uk/publications/general_default
http://www.rail-reg.gov.uk/


 
• prevent anti-competitive agreements and practices in the rail industry and promote 

competitive markets 
 
This is achieved through: 
 
• issuing operating licences to TOCs, FOCs, station operators and light maintenance depot 

operators and enforcing the conditions of these licences.  The ORR is also responsible for 
enforcing, and amending, the terms of Network Rail’s network operating licence which was 
originally issued by the Secretary of State for Transport in 1994 

• setting the rules for, and managing the system of, track access charges paid to Network Rail 
by TOCs, FOCs and others who wish to access the rail network 

• approving agreements for access to the rail network and other railway facilities between 
TOCs, FOCs and Network Rail 

• investigate potential breaches of the Competition Act 1998, a function shared with the 
Competition Commission, as it relates to railway services 

• act as the appeal body for disputes relating to network access and changes to mandatory 
technical standards 

 
The chair of the Office of Rail Regulation has also been appointed the International Rail 
Regulator, as had the previous Rail Regulators, with responsibility for licensing the operation of 
certain international rail services in the European Economic Area, and access to the UK railway 
network for the operation of such services.  
 
Proposed changes to the functions of the ORR: The ORR will assume the specific railway 
health and safety functions currently carried out by the Health and Safety Executive.   
The Chairman of the ORR Board, Chris Bolt, welcomed the proposals, stating: 

We are fully committed to the proposed new structure for delivering safe and efficient rail 
services.  We look forward to working closely with the HSE to ensure a smooth transition of their 
rail safety functions. We shall work closely with the industry and with Government on the other 
changes announced in the White Paper aimed at making the industry work more efficiently and 
effectively. (Office of Rail Regulation, 2004) 

 
HEALTH AND SAFETY EXECUTIVE (HSE) 
 
The HSE is the independent health and safety regulator for the entire railway industry.  The role 
of the HSE in the railway industry can be summarised under three key headings: 
 
• The Approvals regime: The HSE must grant approval prior to the use of any new or altered 

railway works, plant, equipment, level crossings or new high speed lines.  
• The Safety Case regime: Rail companies, including TOCs, FOCs and Network Rail, must 

prepare a comprehensive safety case and have it accepted by HSE before being allowed to 
operate their businesses.  A safety case sets out how the company will manage and control 
the health and safety of staff and the public and their contingency plans for dealing with 
emergencies. 

• The Health and Safety at Work etc Act 1974: As with other workplaces the HSE is 
responsible for the enforcement of general health and safety and related legislation.  

 
Proposed changes to the functions of the HSE: All aspects of health and safety regulation of 
the railway industry will be transferred from the HSE to the ORR.  The main reasons given by 
the Government for this change can be summarised as follows: 
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• Simplify the regulatory structure 
• Provide a fresh start to encourage cultural change in the rail industry 
• Allow one body to make decisions which have both financial and safety implications 
 
HSC chairman, Bill Callaghan, greeted the proposals as follows: 
 
The commission is naturally disappointed with this decision. It is our firm belief safety regulation 
should be independent of its industry and any regulator should have teeth to be able to enforce 
measures where necessary. (British Broadcasting Corporation, 2004)  
 
Concerns have also been raised about the impact on the health and safety of railway staff by 
Bob Crow, General Secretary of the Rail, Maritime and Transport Union, who stated: 
 
RMT fundamentally disagrees with the proposal to transfer responsibility for passenger safety to 
the regulator and away from HSE because of the economic conflicts of interest involved. There 
will also be the fragmentation of responsibility for safety since HSE will still be responsible for 
rail workers safety (Rail, Maritime and Transport Union, 2004)  
 
The ORR welcomed the proposals in the white paper and is committed “working closely with the 
HSE to ensure a smooth transition of their rail safety functions” (Office of Rail Regulation, 2004) 
 
SCOTTISH BODIES 
 
In addition to the public and private organisations described above the Scottish Executive, 
Strathclyde Passenger Transport and the Scottish Parliament also have responsibilities in the 
operation of Scotland’s railways.  These functions are briefly explained below, again with a 
description of proposed changes to these roles. 
 
THE SCOTTISH EXECUTIVE 
 
The provision of rail services is a reserved matter, however, the Scottish Executive specifies the 
terms of the Scottish passenger rail franchise, by means of directions and guidance to the SRA, 
which then acts as the procurement agent for the franchise on the Scottish Executive's behalf 
and is a co-signatory to it with Strathclyde Passenger Transport (SPT) and the franchise 
operator.  The Scottish Executive can also provide non-binding advice on the specification of 
cross border rail franchises to the SRA. 
 
The Scottish Executive also has powers to award certain rail related grants, e.g. freight facility 
grants and track access grants.  More generally the Scottish Executive is responsible for setting 
the strategic priorities for transport and transport planning in Scotland, although much of the 
implementation is the responsibility of local authorities, other public agencies and private sector 
companies. 
 
Changes to the powers of the Scottish Executive: Following the abolition of the SRA, the UK 
Government is to pass the task of specifying, letting, managing and financing the Scottish 
passenger rail franchise to the Scottish Executive. 
 
The Scottish Executive will also take responsibility for specifying the outputs, and providing the 
appropriate finance, for the Scottish rail infrastructure, although it will continue to be owned and 
managed by Network Rail.  The Scottish Executive will continue to be able to offer non-binding 
advice to the UK Government on the specification of cross-border passenger rail services.  
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Scottish Transport Minister, Nicol Stephen MSP, greeted the new powers as follows: 
 
This is a very significant change which greatly increases our ability to deliver the rail 
improvements Scotland needs. It will create a simpler, clearer, more streamlined system which 
for the first time brings together powers over train services, track and stations in Scotland. 
(Scottish Executive, 2004c) 
 
The Scottish Executive announced its intention to establish a new national transport agency, 
Transport Scotland, in the white paper Scotland’s Transport Future (Scottish Executive, 2004b). 
The Executive outlined its intention that Transport Scotland would take on the responsibility for 
the letting and management of the Scottish passenger rail franchise, including services currently 
provided under contract to SPT.  It is also expected that Transport Scotland will also take on 
responsibility for the specification of rail network outputs.  
 
Strathclyde Passenger Transport (SPT) 
 
SPT is made up of two linked bodies: 
 
• Strathclyde Passenger Transport Authority (SPTA) 
• Strathclyde Passenger Transport Executive (SPTE) 
 
SPTA is one of seven passenger transport authorities in the UK set up under the provisions of 
the Transport Act 1968 and is the only passenger transport authority in Scotland.  It has 34 
members from the 12 local authorities that made up the former Strathclyde Region and is 
responsible for forming Strathclyde’s public transport policy. 
 
SPTE advises the SPTA and implements its policies.  It employs some 686 staff, over half of 
which work on the Glasgow Subway, the only service actually owned by SPT. 
 
Rail services in the SPT area are specified and paid for by SPT (from Scottish Executive rail 
grant), which also decides on timetables and fares for journeys that begin and end in its area, 
and on certain routes extending outwith this area.   The services are operated by the holder of 
the Scottish passenger rail franchise, to which SPT are a co-signatory. 
 
Changes to the rail related functions of SPT: The Scottish Executive intends to transfer all 
the rail related functions of SPT to the new national transport agency, Transport Scotland.  The 
Executive’s stated aim being to create a single body with “strategic responsibility for the Scottish 
passenger rail franchise across all parts of Scotland” (Scottish Executive, 2004b) 
 
Councillor Alistair Watson, Chair of SPTA “cautiously welcomed Transport Minister Nicol 
Stephen’s commitment to SPT’s core role in the regional transport body proposed for the west 
of Scotland ” (Strathclyde Passenger Transport, 2004a) and in a more recent statement said: 
 
Without SPT actively managing and promoting the rail network in the west of Scotland, the 
growth in passenger numbers and income would both have been about half their current figures.  
Without SPT the taxpayer would have had to foot a far bigger bill for the rail franchise. 
(Strathclyde Passenger Transport, 2004b) 
 
 
THE SCOTTISH PARLIAMENT 
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The Scottish Parliament is also able to consider Bills for the construction of new rail lines 
entirely within Scotland, e.g. the Stirling-Alloa-Kincardine Railway and Linked Improvements Bill 
(SP Bill 2, Session 2). 
 
Changes to the powers of the Scottish Parliament: No direct changes are proposed, 
although the Parliament will be responsible for holding the Scottish Executive to account for any 
additional powers and budget responsibility it receives. 
 
In addition, although not strictly a matter for the Executive, the white paper states that the 
Executive: 
 
“…will also work with the Parliament on ways in which the existing process for major new public 
transport projects can be improved.” (Scottish Executive, 2004b) 
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