
   

 

 

21 July 2020 

 

Dear MP, 

 

Stop the profiteering on Rail 

 

We are writing to you on behalf of organisations of rail passengers and workers to urge you 

to support the public ownership of our railway network and put an end, once and for all, to 

the private sector profiteering from a failed experiment.  

Our railways desperately need proper funding and investment if we are to provide a safe, 

affordable and accessible public transport system able to help us meet our decarbonisation 

goals. It’s clear that passenger revenue will be suppressed for a considerable period. That 

makes it more important than ever that every penny of public funding must go to the 

railways. Policy on the railways must be guided by these overriding national needs.  

The government is currently deciding whether to extend the £900 million per month bailout 

of the failed private rail operators. Even before the Covid-19 crisis struck, rail franchising 

had broken down, with the government stepping in to renationalise Northern Rail and 

further interventions likely on the South-Western and Transpennine franchises. Now, 

private companies are lobbying for an extension of the bailout and there is speculation that 

the system of Emergency Measures Agreements could be locked in for the long-term under 

the guise of a new system of ‘management contracts’ or ‘concessions’. 

We believe this would be a disastrous decision.  

If the private sector is locked in through a new form of privatisation, what we will get 

instead is a continuation of profiteering that will suck desperately-needed investment out of 

the railway.  

For example, under the current Emergency Measures Agreements, the train operating 

companies are receiving a management fee equivalent to 2% of the cost base of the 

franchise, while the government covers the costs of operating the railway. The ORR’s 



statistics reveal that the cost of running the railways in 2018/19 was £11.5 billion. By the end 

of the first six months of the EMAs in August, they will have received £115 million in what is 

effectively operating profit. If the EMAs were to be extended for a further six months, they 

would receive around £230 million in profit. For scale, this is roughly equivalent to the 

amount that the TOCs paid out in dividends to their owners on average every year for the 

last 10 years (£219 million). 

Secondly, under the EMAs, the government is covering in full the growing costs of servicing 

the operating leases for rolling stock owned largely by the three Rolling Stock Companies 

(ROSCOs). On 7 April, appearing in front of the Transport Select Committee, Minister of 

State for Rail Chris Heaton Harris was asked whether the government was covering the 

costs of leasing trains from the ROSCOs or whether the companies had agreed to waive 

those charges for the duration of the crisis. Heaton Harris said ‘Currently, we are picking up 

the tab.’  

Labour MP Grahame Morris subsequently tabled further questions in Parliament asking how 

much the ROSCOs were receiving. On June 2nd the Minister answered that ‘Train Operating 

Companies are continuing to pay the contractually agreed rental cost for rolling stock as 

they were prior to the Emergency Measures Agreements.’ In a further answer he confirmed 

that ‘Rolling stock contracts are fixed over the term of the original franchise and were 

competitively procured by the operators; the same payments will continue through the 

period of the EMA.’  

In the last year for which figures are available (2018/19), the train operating companies paid 

£2.45 billion in leasing charges to the rolling stock companies. In the year ending December 

2018, the three ROSCOs made profits before tax of £241 million between them.  

The public is directly paying for the profits of these rolling stock companies and these 

companies in turn are being sucked out of the industry and turned into dividends rather 

than reinvested. The ROSCOs pay an average of £263 million out of the industry in 

dividends, often more than 100% of their profits, to their owners each year, amounting to 

£2.39 billion in the last 10 years. 

As we try to rebuild Britain’s economy and society after the pandemic, we cannot any 

longer afford to prop up the profiteering of these companies. We believe it would be an 

error of historic proportions to hard-wire this profiteering back into the railway system we 

desperately need for the future and an abdication of responsibility if this were to take place 

without proper Parliamentary scrutiny. 

It is an open secret that public ownership would be more efficient. Indeed, the Secretary of 

State has admitted as much in his decisions to take over Northern Rail and to extend the 

department’s control of the East Coast Mainline. Only public ownership can now provide 

the coordination we need to prioritise safety, save public money and improve services in the 

long-term. Public ownership is also what the public want, a fact that is clearly visible in every 

opinion poll that asks the question. The argument is over. The government must take this 



opportunity to bring the railway back into public ownership, and start to build a railway that 

works for passengers, workers, the public and the economy. We ask for your support in 

this matter. 

Yours sincerely 

Mick Cash, General Secretary, RMT  

 

Cat Hobbs, Director, We Own It  

Ellie Harrison, Founder, Bring Back British Rail  

Emily Yates, Co-Founder, Association of British Commuters  


