
In the mid-1990s, the United Kingdom privatized its
government-owned railroads. That privatization proved to

be a disaster, and now the country is renationalizing the
trains.

Except none of these things are true. Britain didn’t
really privatize its railroads in the 1990s. What it did do
turned out to be pretty successful but, like many busi-
nesses, failed to survive the pandemic. What it’s doing
now isn’t really nationalization but merely rebranding
of the system—in effect, rearranging the deck chairs.

What’s really happened is that the country has been
groping around for more than a century with failed gov-
ernment policies interfering with the railroads when
what it should have been doing is leaving them alone.

1921: The Big Four

To understand British railways, we have to go back to
1920, when Britain—England, Scotland, and Wales,
which have less land area than the state of Kansas—had
120 different railroads, many of them competing fiercely
with one another. Some of these companies were highly
successful, while others were losing money.

Today, people understand that competition leads to
innovation, increased worker productivity, and both in-
creased value and lower costs for consumers. But in
1920, it was widely believed that business competition
did more harm than good. The word “competition” was
often preceded by the word “ruinous,” because it was
assumed that companies would be forced by competi-
tion to reduce their rates and the quality of their service
until they went out of business.

One person who believed this was Eric Geddes,
who was make the U.K.’s Minister of Transport in
1919. A former railway executive, he believed that mo-
nopolies would be better for investors and workers. He
persuaded Parliament to pass the Railways Act of 1921,
which forced the consolidation of nearly all of intercity
railways in England, Scotland, and Wales into just four

companies, which became known as the Big Four.
Crudely, the act divided the nation into quarters

with London being at the center of the divisions, and all
the railways in each quarter were merged into one that
would have a near monopoly in its region. Urban rail-
ways such as the London underground were exempted
as were light or narrow-gauge railways, which were
mostly under 20 miles long. Since London is in the
south end of the nation, the quarters were not of equal
size, and the four railroads ranged from fewer than
2,200 route miles to more than 7,000 route miles.

The London & North Eastern Railway never made money, but
it designed a locomotive, the Flying Scotsman, that set records
for being the fastest steam engine in the world. Photo by Brent
James Pinder.

Merging money-losing companies with money-
making companies provides no assurance of long-term
profitability, and the four merged companies were never
very profitable. In fact, the second largest of the four,
the London & North Eastern, never earned a profit in
its entire life.

1947: Nationalization

When Britain nationalized its railways in 1947, it wasn’t
due to concerns about profitability or the adequacy of ser-
vice. Instead, the Labour government had a socialist belief
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that government ownership of all industries was a good
thing. Canals, ports, bus companies, and trucking compa-
nies were also nationalized, as were many other industries,
including coal, steel, electricity, gas, and telecommunica-
tions.

This British Railways steam locomotive was built in 1954, sev-
eral years after most U.S. railroads began converting to Diesels.
Photo by Hugh Llewellyn.

Initially, British Railways was profitable, but it was
able to earn a profit only by not updating its aging in-
frastructure and obsolete equipment. For example, it re-
lied almost exclusively on steam locomotives until the
late 1950s, by which time American railroads had al-
most completely replaced steam with Diesels.

In 1955, British Railways asked the government to
spend £1.24 billion (about $38 billion in today’s
money) in a major modernization program, including
electrification of some lines and Dieselization of the
rest, construction of new freight yards, and new passen-
ger equipment. This program turned out to be a disas-
ter. A buy-Britain requirement forced British Railways
to purchase new locomotives from local companies that
had little experience manufacturing them, leading to
poor designs and maintenance problems. Trucks were
capturing most freight haulage and the new freight
yards proved to be largely unneeded. As a result, the
state-owned company’s losses grew to £42 million in
1960, equal to about $1.3 billion in today’s dollars.

In 1963, British Railways published a report sadly
noting that 30 percent of its system carried just 1 per-
cent of its traffic and a third of its passenger cars were
used fewer than 18 times a year. These cars cost money
to maintain yet earned almost no revenue. In response,
the railway shut down a third of its passenger network
and closed more than half of all its train stations. Natu-
rally, this was highly controversial.

1993: AWeird Sort of Privatization

Despite these cuts, losses continued to grow. Despite con-
tinued government subsidies, passenger traffic continued
to decline. In the 1980s, Margaret Thatcher popularized

the term privatization by privatizing coal, steel, telecom-
munications, British Airways, ports, and other industries,
but it wasn’t until her successor, John Major, was in office
that the country dealt with the railroads. The problem was
how to do it.

Advocates of privatization within British Rail
wanted to create a nationwide private monopoly while
Major himself wanted to return to several regional mo-
nopolies resembling the Big Four. Instead, the Railways
Act 1993 made the unusual and, in retrospect, mistaken
decision to separate rail infrastructure from rail opera-
tors. It privatized all the infrastructure as one railroad
unoriginally called Railtrack, which wouldn’t operate
any revenue trains. Instead, the trains would be oper-
ated by 25 franchisees, most of which were guaranteed
monopolies over the routes they operated. The fran-
chisees paid Railtrack fees that were to be used to main-
tain and upgrade the rail lines.

The Labour Party bitterly opposed privatization
and vowed to reverse it as soon as it took office. But
whenTony Blair became prime minister in 1997, he did
so as a centrist, and left the private railroad system in
place.

The Hatfield train crash in 2000 killed four people
and was blamed on poor maintenance and incompetent
Railtrack administration.This led the government to re-
nationalize rail infrastructure while keeping the fran-
chise system of rail operators. Railtrack was replaced by
Network Rail, which—like Amtrak—is a state-owned
corporation.

Many foreign companies are among the franchisees that operated
British passenger trains. This train was run by Abellio, a Dutch
company. Photo by Geof Sheppard.

One of the things that kept the franchise system
politically viable was its great success. While govern-
ment-owned passenger railroads in every European
country on the continent except Switzerland were los-
ing market share to highway travel, Britain’s rail market
share under franchising was growing, rising from 5 per-
cent of ground transport in 1994 to nearly 10 percent
in 2015. Nevertheless, Jeremy Corbyn, a socialist who
became leader of the Labour Party in 2015, attacked the
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system whenever he could.
For example, in 2016, Corbyn released a video

showing him sitting on the floor of a train because, he
said, all of the seats were taken. He blamed Virgin Rail
for not providing enough seats and claimed this demon-
strated that the trains should be renationalized. In re-
sponse, Virgin Rail released video showing that Corbyn
had walked by many vacant seats before sitting on the
floor and passengers on that route told reporters, “I’ve
never once not got a seat.” Corbyn later admitted that
he bypassed the empty seats because he wanted two ad-
jacent empty seats so he could sit with his wife.

Both rail travel and rail’s share of travel had been declining prior
to Britain’s semi-privatization, but both showed remarkable
growth after 1995. Source: British Department for Transporta-
tion.

Despite the success in growing ridership, the fran-
chise system was not a success in saving taxpayers’
money. Franchises were distributed based on bids, and
bids could be negative. Franchisees that managed popu-
lar trains paid the government money; franchisees of
less popular routes were paid by the government to keep
the trains running. The net was about zero, but that was
before the costs of maintenance and improvements were
counted.

Network Rail spent a lot of money each year on
maintenance and improvements that was never recov-
ered from franchisees. In 2019, government subsidies to
Network Rail amounted to £4.1 billion (about $5.5 bil-
lion in today’s dollars).

Nor was it ever shown that Network Rail was more
competent than Railtrack. If the Hatfield train wreck
was the defining moment for Railtrack, the great
Timetable Disruption of 2018 was the defining mo-
ment for Network Rail. Network Rail had electrified
and made other improvements to some rail lines, then
gave franchisees notice of the changes in schedules they
would have to make because of the improvements.

Normally, franchisees were given sixteen months’
notice to plan for changes in timetables, but in this case,

it was just a few weeks. The franchisees were unable to
train enough drivers to handle the new locomotives on
new timetables in that amount of time, and as a result
were forced to cancel as many as two out of three trains
on some days in May 2018. The problem was caused by
Network Rail, but as the public face of the railroads the
franchisees were given much of the blame.

Although the franchise system had its critics, it pro-
duced significant benefits for rail travelers. Between
1995 and 2019, passenger ridership and passenger-
miles both increased by more than 115 percent. The
number of trains per day had increased by a third. Pub-
lic satisfaction with the railways also increased, at least
prior to the 2018 timetable disruption. Over the long
run, the U.K. and Switzerland were the only countries
in the world where train travel was growing faster than
highway travel.

Under the franchise system, rail travel rapidly grew, but as of
2019 Brits were still nine times more likely to travel by auto than
by train.

Though rail’s share of passenger travel nearly dou-
bled between 1995 and 2019, it is worth noting that
this increase came mainly at the expense of buses, not
autos or planes. During that same period, rail passen-
ger-miles grew by 116 percent but bus passenger-miles
declined by 25 percent.

2023: The Concessions Model

The real damage to the franchise system was done by the
pandemic and its associated lockdowns. Ridership in 2020
fell by 70 percent, forcing franchisees to cut back services.
The government responded by paying the franchisees to
continue operating. Instead of franchisees earning rev-
enues from ticket sales, all such revenues were kept by the
government.

Instead of returning to the franchise system as the
nation emerged from the pandemic, the government re-
leased a new plan in May 2021. Known as the
Williams-Shapps plan, it will effectively make the pan-
demic emergency changes permanent by replacing the
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franchise system with a concession system. Starting in
2023, most trains will still be privately operated, but
operators will no longer advertise their own brands. In-
stead, all trains would be operated under the name of
Great British Railways, which will collect the revenues
and pay the private operators on a cost-plus basis. While
not complete nationalization, it is a step backwards
from the franchise system.

Under the concessions model, people like Jeremy
Corbyn will no longer be able to blame private opera-
tors for overcrowding, delayed or cancelled trains, or
train wrecks. All decisions regarding fares, timetables,
the number of seats on any given train, and mainte-
nance will be made by the government. Private opera-
tors will be practically guaranteed a profit at taxpayer
expense. This model will reduce if not eliminate the in-
centives to provide good service.

Nearly all the problems with the franchise system
identified in the Williams-Shapps report were the fault
of the government. The main problem was supposedly
that not enough money was being invested in new in-
frastructure, but that was Network Rail’s responsibility.

American tourists love British and European trains, but unless
they are sensibly run they may never recover from the pandemic.
Photo by David Gubler.

Other problems weren’t really problems at all: the
franchisees operated 75 different kinds of trains, which
the report said increased maintenance costs. In fact, it
allowed for more innovations. “No commercial airline
would have that many types of aircraft,” said the report.
But, with 25 franchises, that meant only three kinds of
trains per franchise, and plenty of airlines have more
than three kinds of aircraft. The report failed to recog-
nize that markets can easily handle this kind of com-
plexity, while the “simplification” demanded by the re-
port is likely to reduce service to the lowest common

denominator.
The bottom line is that there is no reason to think

that changing from a franchise to a concession system
will lead to any real improvements. Instead, it is likely
to reduce innovation, customer service, and account-
ability. That in turn is likely to end growth in rail rider-
ship, assuming it ever fully recovers from the pandemic.

A Strange Attachment to Monopolies

The consistent theme of all British rail reforms since 1921
has been a faith in monopolies. The Geddes plan of 1921
assumed that competition did more harm than good. The
socialist takeover of the railroads in 1947 assumed that a
government monopoly would work better than private
semi-monopolies. John Major’s mistake in the 1994 priva-
tization was to keep most franchises as monopolies. The
concessions system doesn’t fix that.

Winston Churchill has been quoted as saying, “You
can always count on Americans to do the right thing
after they have tried everything else.” He probably never
said that, but maybe Britain can learn from this idea.

When the concessions system fails, and it will, per-
haps Britain will finally do the right thing, which is to
privatize its rail system by selling or giving both the in-
frastructure and the operating rights to private compa-
nies. To the extent that it can with the available rail sys-
tems, it should have at least two operating companies
that compete with one another over major routes such
as London-Edinburgh and London-Manchester. Even
where there aren’t two rail lines to compete with one an-
other, railways will still have to compete against buses,
trucks, and autos. Ownership of infrastructure and
trains combined with such competition will give the
owners incentives to find the most innovative and cost-
effective ways to provide services to the public.

The nation also needs to recognize that passenger
trains are not necessarily the transportation of the fu-
ture. They are not that much more energy-efficient than
private automobiles, and they are less energy-efficient
than buses. Nor are they more cost-efficient than either
autos or buses. If parts of the rail system can’t get along
without $5 billion in annual subsidies, perhaps those
parts don’t need to operate at all.

Randal O’Toole, the Antiplanner, is a transportation
and land-use policy analyst and author of Romance of the
Rails: Why the Passenger Trains We Love Are Not the
Transportation We Need. Masthead photo of a Cross
Country train is by David Gubler.
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