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Railway Reforms – 1994-1997

• Vertical separation – 31/3/1994

• 1 SOE to 100 private companies 

• Sale of ALL railway assets 

• Privatised infrastructure

• Franchised all passenger services 

• Sale of freight businesses 

• New access regime

• New Safety regime

• Creation of supply industry
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The experience of safety planning and management in a vertically separate railway – GB 10 years on from privatization
Between 1993 and 1997 the GB rail industry was turned from one vertically integrated monopoly into over 100 separate companies, all of which were sold to the private sector by 1997.  The process only started in 1992

Ten years on from this, how is the safety performance of the GB railway developing and how do the constituent parts of the railway system work together to deliver a growing and safer railway?

Nature of the Reforms
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Vertical separation – complete – was achieved overnight on 31/3/1994, One state owned enterprise was carved into to 100 separate private companies.  ALL railway assets were sold over a period of around 2 years. Privatisation of infrastructure was achieved in 1996, Franchising of all passenger services – completed over 2 years to 1997. A number of freight companies, free standing and working under open access rule were created and sold. An access regime was created in the year leading up to April 1994. A hierarchical safety regime was created in the year leading up to April 1994. An extensive industry supply chain was created overnight when infrastructure and rolling stock assets were sold complete with supply contracts with former BR companies. [voiceover for the slide above]
These were reforms of an historic nature.  No other country with a significant mixed traffic railway has privatised its infrastructure separately from train operations. No other country has contracted out the entire delivery of passenger services to the private sector – and every other country that has reformed has adopted a more gradual approach. These reforms were completed in the 4 years from the passage of the Railways Act in 1993.

Truly the GB railway from 1994 became a laboratory for railway reform.  A laboratory that holds lessons for any government or agency considering reform or legislative driven change.
And while this was going on, what was happening to the regime for safety – to replace the single unified system authority?  Let us trace the origins and development of the institutional framework for safety, and within that, the history of Railway Group Standards.

The changing face of safety management 1993 to 2006
Ensuring Safety on Britain’s Railways  (1993) set out the UK Government thinking on how the new structure should be kept safe.  It identified the need for a guiding mind, to hold the ring in the field of safety.  And because there was to be a single infrastructure manager (Railtrack), governed by a licence issued by government, it was identified as the body best placed to carry the guiding mind role. At the time of publishing the policy document, it was also the intention that Railtrack would remain in the public sector, so there was another reason for giving it that role.  Railtrack was given the role of setting standards and of accepting operators safety cases.
In support of the special position the Railtrack licence established that there should be a Safety and Standards Directorate within Railtrack, and that it should be separate from the core business – this was achieved through requiring that its Director report directly to the Railtrack Chairman and not through the Chief Executive.  Its activities were to carry forward standards, the production of an annual safety plan, and the approval and audit of the safety cases of those who wanted to operate on the Railtrack Network. All of these things had previously been undertaken for its own business reasons by British Rail.

Although the semi detached nature of the Safety and Standards directorate was seen as giving some reassurance to other parties about the special nature of the standards setting activity (and safety case approval / auditing), a less well known consequence of this was to distance the S&SD from the mainstream of Railtrack line management and its thinking.  The Directorate was set up in a separate office from Railtrack HQ and the aura of independence increased as time went by – this was enhanced with progressive Government led changes to this system.

Whatever their merits or weaknesses,  the suite of British Rail standards inherited by Railtrack proved to be one of the necessary enablers for the reforms.  Because the standards were specified along functional lines, it was possible to allocate requirements within standards between the ‘wheel’ and the ‘rail’.  
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The first generation of vertically separated companies were able to secure their Railway Safety Cases, under the new Railways, Safety Case Regulations 1994, through convincing the body next up the food chain, that they had adequate safety management systems and would comply with the relevant Railway Group Standards.  Standards that previously told different BR employees what to do, were now used to tell different legal entities what to do – to allocate responsibilities across the new legal interfaces.  So Railtrack committed itself to the HSE to comply with the relevant standards relating to its undertaking, and all other operators committed themselves to Railtrack along the same lines.

The Railways, Safety Case Regulations of 1994 legally established the hierarchical Safety Case regime, described above.  This regime relied upon the standards that were migrated from BRB to Railtrack to hold the system together.  Because of the reliance upon these standards to achieve system level safety, standards that supported them begun to be seen as safety standards.  In fact, the standards were the direct inheritance from the integrated BRB and were not originally described in this way.  No changes were made to standards directly as a result of the institutional changes.

Since the new regime provided for one party imposing standards on others, it was only acceptable to do so if they were setting the minimum necessary controls to achieve safe interworking.  Note the word minimum.   Given that any imposition of a standard from outside is likely to lead to changed costs in some form or another, it would only be defensible to do this to another private company if it was necessary to comply with legal requirements – in this case the Health and Safety at Work Act 1974 – to manage the enterprise so as to control risks so far as reasonably practicable.  One company requiring other companies to spend money to comply with legal obligations is potentially defensible, while for that same company to require a company though a legally based system to manage their activity so as to minimise the whole life costs (which is the true goal of proper standards) leads to results that are almost always wrong and questions the sovereignty of businesses.  Thus it became received wisdom that the standards that were issued by Railtrack should only be at the minimum levels to assure safety – leaving the field of seeking economic improvement to individual companies, and to Railtrack line management.

There were several consequences of that development.  The first, and most important, was that it created the impression to legislators and managers alike, that each side of the interface could be left to optimise their own operation, while the minimum interface specification would ‘look after the interface.’  So each player in the industry set about optimising their own operational and financial performance with little interest, or incentive to understand the consequences of this approach on the party the other side of the interface.  So long as each complied with the minimum safety requirements (Railway Group Standards) they could ignore the interface.  Let infrastructure managers get on with managing infrastructure, while train operators get on with managing trains, freight customers  and passengers – each focussing on their core competence and improving the industry efficiency through that route.  So while train companies and rolling stock companies invested in kit with different couplers the infrastructure manager was developing subtly different forms of signals and train protection in different parts of the country.  Over time, and through  a natural process of different companies responding to the incentives that had been placed in front of them,  the network became less interoperable than it had been under British Rail, giving rise to much evidence ‘against’ the newly privatised railway.  It should be noted however, that while this evidence undoubtedly existed, the industry was able to grow significantly, and to improve its safety performance. I will talk some more about that later and reflect on what lessons we can draw.
This all lead to the ironic position where the interface that represents the true competitive advantage of the railways – the relationship between the steel wheel and the steel rail, became a no go area in the search for an economic future for the railway. At least for some time.

The second consequence arose because  the specifier of the minimum requirements was legally a part of the infrastructure manager. Although the decision making on standards was informed by the advice of cross industry committees, the decisions were taken by the legal entity that was Railtrack.  Railtrack was also the reviewer and auditor of the Railway Safety Cases of those who operated trains on the network.  This led to resentment between the parties, with accusations of partiality in standard setting, auditing, approving safety cases, and accepting rolling stock.  

And one paradox of this situation was further enhanced by the fact that the part of Railtrack that was setting standards and accepting safety cases was required to be independent of the commercial activity, with a self consciously non commercial remit, it did not always take into the account the commercial interest or experience of its parent either.

Whether or not justified the accusations of partiality were well known to the new Labour Government, which had itself been hostile to the concept of a privatised infrastructure while in opposition.  When a significant and high profile accident occurred ( Ladbroke Grove which involved to the loss of 31 lives), the Government moved swiftly to ‘strip Railtrack of safety.’  This led to the next stage of institutional reform – the severance of the Safety and Standards Directorate from Railtrack, following a government Report.  At the end of 2000 Railway Safety was created, through a modification to Railtrack’s licence and a series of legal agreements. The Railway Safety Case Regulations were amended to take away the role of Railtrack in accepting operators safety cases, with the role passing to the Health and Safety Executive (HMRI).  
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Railtrack and train operators were moving toward a more equal footing. 

Railway Safety had many of the same roles as the former Safety and Standards Directorate, but was constitutionally much more independent of Railtrack.  As the industry standard setter and auditor it retained the right to decide what standards to impose and its production of an annual safety plan gave it a platform to set targets for improvements in safety performance.

Railway Safety was in place for just over two years, during which time a public inquiry led by Lord Cullen recommended in detail what the future of safety regulation should be.  

Cullen recommended retaining the core safety regulatory role within the HSE and that standards and a number of other safety functions should be vested in an independent body owned by the industry.  Thus most of Railway Safety’s activities were migrated into the newly formed Rail Safety and Standards Board in 2003.
Now let us turn to Europe.

At the same time as all the events detailed above, the EU reform programme for railways was getting under way.  Starting with the legal requirement for the separation of accounting between infrastructure and operations in 1991, through a white paper and High Speed Interoperability Directive in 1996, the pace of EU legislation increased with 2 significant railway directives in 1998, 4 Directives in 2001 and 2 Directives and  a regulation in 2004.  For our purposes we can say that the last series of legislation achieved the following things in the safety and standards areas:
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EU Legislative programme
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1. It established the competence of the EU in legislating specifically for both safety management and interworking standards.

2. It established a European Agency that has the potential to become the system authority for all railways in the EU – taking account of the fact that no single railway company can fulfil this in a vertically separated environment

3. It established a regime that places the infrastructure manager and the train operator (Railway Undertaking in Euro speak) on a level playing field.

All of these initiatives should be seen in the context of an EU strategy – endorsed by all the Member States of the Union, to deliver a much more open and competitive railway industry – breaking up former state monoliths and creating so far as possible an industry without borders or barriers to entry.  One of the planks of that strategy is the technical harmonisation of the European railway space, through the prescriptive specification of those standards that are needed for interworking – Interoperability

The Safety and Interoperability Directives were fully implemented in 2006 in the United Kingdom and we now have the following governance regime for the industry
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· Each party is responsible for only their own activities and not those of other parties..  However, they ‘co-operate’ wherever they interface to effectively manage the system, subject to regulatory oversight. 
· The parties are linked by two regimes; standards and track access. The safety directive and its enabling regulations in the UK, requires the actors to co-operate to manage risks that exist across the interfaces between them. The standards regime expresses the obligations the actors have to maintain an economical and safe system, while the track access regime describes the supplier – customer relationship.  

· Neither party has a regulatory role or control over the other. Thus RUs no longer have authority to control “risk imported” to their customers by infrastructure management and IMs have no authority to control risk imported to their assets by RUs. Both ‘rely’ upon the system specified at European level, the enforcement of compliance through the National Safety Authority and through co-operation to ensure compatibility at interfaces where these are not governed by standards. 

· Standards are used to manage the system architecture and interfaces. Standards define the responsibilities each side of the interface, such that compliance with the standards by the actors ensures overall system integrity. Thus assets that comply with the standards can be placed into service independently of the other assets to which they interface without any need for compatibility testing.

Now what has been learned from ten years in the laboratory of world railways, and how has the industry been performing during these changes, and what lessons does this give us for future policy development?
We see from the figure below that  the railway system of Great Britain was in steady decline from the mid 1950s through to the  mid 1980s, then had a decade where it ended up about where it started, from the time of privatisation it started to grow and has continued growing ever since.  Passenger km have grown by 50% and tonne kms have grown by  a similar amount over the recent period.
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And so far as safety is concerned, the railway has never been safer. The level of risk to passengers – as measured by the RSSB Safety Risk Model is at an all time low, and as we can see from the slides above, the number of accidents leading to fatalities has reduced from around 2 per year in the last days of British Rail to around one every two years.  The GB railway had over two years clear of any fatality to workforce or passenger in a train accident which was unfortunately brought to an end with the loss of a single life in an accident earlier this year.
Conclusions and summary
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Trends in safety

• Steady improvement in areas directly 

under railways control

• Worsening position in areas not directly 

under railways’ control – trespass and 

suicide

• Recent efforts on level crossings 

beginning to show effects
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Regulatory changes

• Office of Rail Regulation - integrated economic and 

safety regulator

• Strategic Rail Authority created and abolished since 

privatisation

• Department for Transport now leads franchising and 

strategic development of railway 

• New Rail Accident Investigation Branch

• European Railway Agency established and 

increasingly significant

• Differing styles of regulation between agencies
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Industry Changes

• Railtrack created (1994) and taken over 

by Network Rail (2002)

• Franchise length from 7 to 20 to 7 years

• Number of franchises reduced

• Virtually all franchises change hands at 

break points

• Railtrack roll in safety moved to Railway 

Safety and in changed format to RSSB 
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Lessons for rail safety

• Step changes in safety arise through 

investment

• Incremental changes through better 

management and attention to detail

• Private sector companies have real 

commercial incentives to be safe

• Despite turmoil in organisation and ownership 

– GB railway delivers improved safety while 

growing and investing


What is the Rail Safety and Standards Board?
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Working with our industry partners our purpose is to:

• Continuously improve the level of safety in the rail industry

• Drive out unnecessary cost

• Improve business performance

What is RSSB?

In an industry with multiple stakeholders, RSSB:

• Builds consensus and facilitates the resolution of difficult cross-

industry issues 

• Provides knowledge, analysis, a substantial level of technical 

expertise and powerful information and risk management tools 

and delivers this unique mix to the industry across a whole 

range of subject areas
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Where does RSSB sit in the industry?
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Thank you very much for your attention

______________________________________________________
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