ailtrack -
eart of the
roblem?

Michael Schabas proposes a break-up of Railtrack

It is now seven years since the restrucluring
of British Rail prior to privatisation. In other
privatisations, such as lelecoms, electricty
and water, seven years was long enough for
the new structure 0 bed down, Service
improvements and new investment persuaded
most sceptics that the changes had been
necessary and worthwhile, Not so with the
railways. The popular view is that the
industry is “fragmented’ into too many
companies, with too many contractual
interfaces, and that safety has taken a back
seat to profil.

The Tacts suggest otherwise. The best
performers, by the Strategic Rail Authority’s
own measures, are smaller single-franchise
companies like Chiltern, Anglia and GNER.
They have invested in new trains, achieving
high passenger growth with cheaper fares and
declining subsidics. After initially expressing
a prefercnce for big companies, the SRA
seems now o recognise that “fragmentation”
can be a virtue, with its new Trans-Penning,
Wales & Borders, Wessex, Anglia/Humber
and Adrport Express franchises shaped to
serve distinct markets,

What about Railtrack? There is a
perception that it is failing the industry, the
train operators, and even ils own
shareholders, Even before Hatfield, Railtrack
was having difficulty delivering
improvements to the network. This was
brought home when costs for the West Coast
project doubled. Hatfizld and the aftermath
wiped about half a billion pounds off the
vilue of Railirack’s shares, And Railtrack is
nol fragmented at all.

Are Railtrack’s problems caused by
management failings, or is there a deeper
flaw in its structure? It is difficult to judge the

performance of Railtrack’s management,
There is only one Railtrack so comparisons
are not possible. Perhaps this is the problem.

In electricity and water, which are also
‘fragmented’ like the railways. infrastructure is
managed by regional companies. Each is still a
monopoly i its own area, but the regulator is
able o compare them and form a view a5
best practice. In extrems cases, management
can be replaced by management from another,
Just as failing train operators can be taken over.
Railtrack has replaced its top managers, and
initial signs are encouraging that its culture is
becoming more supportive of its role in the
industry. But it is still early days. and the job is
bigger than ever. It will be months or years
before we know whether the organisation as a
whole has really changed for the better.

The only seller - and only buyer
Railtrack is, almost uniquely among
privatised utilities, a monopsony as well as a
monopoly. A monopolist is the only seller, in
Railtrack's case, of track access. [ts
monopoly aspects are recognised and
regulated. A monopsonist s the only buyer,
Railtrack™s monopsonist characteristics are
less widely recognised and not regulated.
For anyone invalved in the supply of rail
infrastructure — and this includes track and
signal maintainers, suppliers, consultants and
even specialist managers — Railtrack is the
only game in town, If a track maintenance
company upsels its relationship with Railirack
it may soon be opt of business, This may
result in keen pricing and focus on delivery,
but it also makes suppliers and contractors
reluctant to be critical of Railrack.
Railtrack’s managers also seem reluctant to
rock the boat, Old British Rail had a fairly

open culture. Dissenters were tolerated, and
when someone spoke out, the punishment
might be two vears in Scotland. Although
there is no evidence that Railtrack actually
sends its dissidents to Siberia, many
competent managers have passed in and out
of its doors very quickly.

Onc presumed benefit of having a single
national Railtrack is to have technical
consistency and national standards, However,
national control does not seem to have
speeded the rolling stock acceptance process.
Imposing technical standardisation from
above is inherently risky. Standards are great
if they are the right standards. But the wrong
standards can spell disaster. If Euston gets it
wrong, it goes wrong everywhere.

Create ‘Baby Railtracks’

Why not break up Railtrack in zones, each a
separate PLC on the model of the water or
electricity distributors?

Each of the half dozen Railtrack Zones
would become a separate PLC. Current
shareholders in Railtrack PLC would each get
shares in the various ‘Baby Railtracks’, which
would be traded separately. This is how the
US telephone system was split up in the early
19805, The ‘Baby Bells' are now flourishing,
worth many times the value of the old
Amencan Telephone & Telegraph.

Existing contracts would be split between
the new companies. This would be a
horizontal, not vertical, separation. It would
not significantly increase the number of
contract interfaces. While some train
operators would have contracts with two or
more baby Railtracks, each baby Railtrack
would have fewer contracts to manage than
the current national Railtrack. In Australia, it
is routing to negotiate access across several
states, each with their own track authority, So
it will need to be in Europe, if there is to be
significant cross-border freight (unless one

| subscribes to the monstrous vision of a pan-
| European Railtrack!).

There would of course still be a central
timetabling function, selling the paths around
the network as directed by the SEA and the
Regulator, This might be managed by a
subsidiary of ATOC. The national timetable is
already developed interactively between the
train operators and Railtrack zones. With

| freight and passenger now charged essentially

a published tariff, it would be fairly
straightforward to divide up access revenues
for cross-zonal services.

The babw Railtracks could collaborate on
research, technical standards and contracting
procedures, just as the regional water
companies do, but this would be
standardisation from below, not from above.

Railtrack is of course already spinning off a
separate safety function,

With Railtrack’s monopsony broken, there
would be a much more open and dynamic rail
infrastructure industry. Suppliers and the

On Railtrack's Southern Zone, competition
will be a consideration for the SRA in
reletting the Thameslink franchise, now that
the incumbent operator, GoVia, has been
picked as preferred bidder for the Network
SouthCentral franchise. A Thameslink train
heads for Brighton alongside SouthCentral
senvices at Norwood Junction on 29 October
1999, Davicd Brown
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