
 
 
 

 

 

Reanimating the corpse: 
 

How the Williams Review will attempt to 

resuscitate rail privatisation 

 
 

 

 

 

 

 

 

 

 

 

 

An RMT report 

February 2020 
 

 

  



2 
 

 

  



3 
 

Executive summary 
 

 In September 2018, with rail franchises struggling and failing and the reputation of 

the privately run railway in free-fall, former Secretary of State Chris Grayling 

announced that he was launching a ‘root and branch’ review into the rail franchising 

system, run by Keith Williams. Keith Williams himself stated early in the review 

process ‘franchising cannot continue the way it is today.’ 

 

 In January this year, Secretary of State Grant Shapps announced that Northern Rail 

would be brought into public ownership, meaning that two franchises and the entire 

rail infrastructure are now in public control.  

 

 However, the government, and Williams are likely to announce that rather than 

taking the next logical step and ending the failed experiment of privatisation, they will 

effectively reanimate it in a slightly different form, using concessions and management 

contracts instead of ‘franchises’.  

 

 Concessions are currently run on London Overground, TfL Rail, Merseyrail and 

now, most recently, Transport for Wales. The ‘super-franchise’ Thameslink, 

Southern, Great Northern (TSGN) runs as a management contract. All of them 

receive an agreed management fee for operating the railway while passing the 

passenger revenue and its risks, onto their commissioning body. 

 

 Examining the record of the existing concessions and management contracts shows 

no evidence that they will be any better than the current franchises in running a 

punctual and reliable service. Thameslink, Southern and Great Northern has had a 

poor record and is the least trusted of the franchises still in existence. By contrast, 

even the Secretary of State has recognised that LNER has improved passenger 

services in its time being run in the public sector.  

 

 TSGN and the concessions are major recipients of subsidy. Their record of financial 

performance shows all the same fundamental weaknesses demonstrated by the 

franchises: some fail to deliver good services or financial sustainability while others 
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make significant profits which they then extract from the railway and turn into 

shareholder dividends.  

 

 Out of total profits of £204 million made by the concessions since they began, £196 

million (96%) has been turned into shareholder dividend. 

 

 The concessions account for 8% of the total dividend payments made by TOCs in 

the last 10 years, but they account for less than 4% of the passenger kilometres on 

the network.  

 

 Because of the degree to which private rail companies are owned by overseas 

companies (often foreign state-owned companies), £127 million of this dividend 

(65%) has flowed not only out of the UK rail network but out of the UK altogether.  

 

 Concessions and management contracts will represent no break with the failed 

privatisation of the past 27 years and may even offer greater opportunities for 

private companies to extract value from our railway system at public expense.  

 

 Any attempt to generalise concessions and management contracts across the rail 

network will represent another desperate attempt to reanimate a corpse that 

everyone knows is dead. Rather than attempting to revive privatisation, the 

government needs to take the logical next step and add to its existing holdings in 

infrastructure and train operation by bringing the whole network into public 

ownership.  
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‘It is highly likely that the Williams review will decide that 

franchising is not the way forward for our rail industry, and another 

model will be introduced quite swiftly.’  

Chris Heaton Harris, Minister of State, Department for Transport1,  

21 January 2020 

 

 

 

 

Franchising is dead! Long live franchising! 

 

The death of rail franchising has been trailed in the press since the government set up the 

Williams Review. Keith Williams himself stated early in the review process ‘franchising 

cannot continue the way it is today. It is no longer delivering clear benefits for either 

taxpayers or farepayers.’2 The subsequent decision to nationalise Northern Rail has only 

served to ram this point further home. Yet it’s also the case that franchising is not 

sufficiently serving the private companies who seek to profit from our railways. Several have 

become unhappy with what they see as an unacceptable level of risk they bear when 

passenger numbers fall below what they were projected to be. South Western Railways and 

C2C are in negotiations with the Department for Transport in attempts to secure revisions 

to the Central London Employment mechanism. Others, like Virgin and Stagecoach, have 

walked away from the rail network altogether.  

 

Yet neither the government nor Williams seem likely to draw the wider conclusion that 

nationalisation is the next logical step. Both have effectively ruled out extending public 

ownership in advance and instead, the industry and the government appear to be coalescing 

around an attempt to re-establish private operation on the basis of management contracts 

or concessions. This is not as much of a beak with the past as it might at first appear (or as 

some would like to present it). 

                                                           
1 https://hansard.parliament.uk/Commons/2020-01-21/debates/31E73D65-C8DC-45C3-8CC9-
8771293EEFBD/HighSpeed1RollingStock 
2 https://www.bbc.co.uk/news/business-47378448 

https://hansard.parliament.uk/Commons/2020-01-21/debates/31E73D65-C8DC-45C3-8CC9-8771293EEFBD/HighSpeed1RollingStock
https://hansard.parliament.uk/Commons/2020-01-21/debates/31E73D65-C8DC-45C3-8CC9-8771293EEFBD/HighSpeed1RollingStock
https://www.bbc.co.uk/news/business-47378448
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While the public debate about the failure of privatisation is dominated by the term 

franchising, in fact under the 1993 Railway Act a ‘franchise’ is very loosely defined as ‘the 

services for the carriage of passengers by railway which are to be provided under [a] 

franchise agreement. In terms of the 1993 Act then, the concession, far from representing a 

breach with franchising, are simply another form of private sector agreement permitted 

under legislation.3 

 

Concessions and management contracts: re-balancing risk 
 

The difference between the majority of current rail operations and the ‘alternatives’ being 

discussed now refers less to any fundamental difference than to an altered balance of risk in 

their financial structure. The Thameslink, Southern and Great Northern (TSGN) ‘super 

franchise’, is currently run on a management contract. Govia Thameslink Railways Ltd 

(GTR) which operates the franchise describes is as follows: ‘the unique revenue risk terms 

of this franchise agreement between GTR and the Department for Transport (“DFT”) 

results in passenger revenue risk being taken by the DFT, covering both passenger and 

Network Rail performance regime revenues. The franchise collects all revenues and passes 

these to the DFT while receiving a management fee from the DFT.’4 The theory behind this 

was that removing the ‘risk’ associated with variations in passenger revenue would enable 

the operator to focus on running an efficient service while the Department and Network 

Rail undertook the ‘Thameslink programme’, consisting of major infrastructure upgrading 

work and the introduction of new rolling stock.  

 

London Overground, Transport for London (“TfL”) Rail, Merseyrail and now Transport for 

Wales (Keolis Amey) are concessions, granted by devolved authorities and the Department 

for Transport. In both management contracts and concessions, private operators collect 

passenger revenue and turn it over to the commissioning body (either the DfT or a 

devolved administration) in return for an agreed set fee, often with performance-based 

incentives attached.  

 

                                                           
3 http://www.legislation.gov.uk/ukpga/1993/43/part/I/crossheading/franchising-of-passenger-
services/enacted 
4 Govia Thameslink Railways Ltd, Annual Report and Financial Statement for the Year Ended June 2016, p. 2.  

http://www.legislation.gov.uk/ukpga/1993/43/part/I/crossheading/franchising-of-passenger-services/enacted
http://www.legislation.gov.uk/ukpga/1993/43/part/I/crossheading/franchising-of-passenger-services/enacted
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The growing consensus for (no) change 
 

In September 2018, with rail franchises struggling and failing and the reputation of the 

privately run railway in free-fall, the then Secretary of State Chris Grayling announced that 

he was launching a ‘root and branch’ review into the rail franchising system, run by Keith 

Williams. In August 2019, his successor Grant Shapps announced that the West Coast 

Mainline franchise had been awarded to First-Trenitalia, describing it as ‘a decisive shift 

towards a new model for rail’. The DFT’s press release explained that this was in part 

because it featured a new rebalancing of risk through a forecast revenue mechanism that 

would avoid the problems that it was claimed had led to the renationalisation of the East 

Coast Mainline. FirstGroup’s corporate presentations explained further that the new 

forecast revenue mechanism would ‘mitigates the financial impact of UK macroeconomic 

conditions outside the control of First Trenitalia’. A second feature of the franchise was that 

in its second phase it would change from a franchise to a ‘management contract equivalent 

to a low single digit margin on existing revenue’.5  

  

In its submission to the Williams Review, the Rail Delivery Group (RDG), which lobbies on 

behalf of the industry, called for an end to franchising and the introduction of what it called 

‘customer-focussed “public service contracts”, replacing the current franchising system’. 

These would be made up of ‘TfL-style single branded “concessions” where usually an 

integrated transport body effectively runs the service, or new “customer outcome-based” 

contracts, in place of today’s tightly specified inputs-based model, which better incentivise 

the private sector to innovate to improve, while only rewarding good performance.’6 

 

A consensus is emerging that this is what should succeed franchising, with any continuing 

arguments turning only on the degree of management involved or the extent to which 

oversight and management will be devolved.7  

                                                           
5 https://www.gov.uk/government/news/west-coast-marks-new-partnership-model-for-rail; 
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/press-release/pr-14-08-2019.pdf; 
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/reports-and-presentations/presentation/fgp-
wcp-presentation.pdf 
6 https://www.raildeliverygroup.com/files/Publications/2019-04_changing_track.pdf 
7 https://www.telegraph.co.uk/business/2020/02/15/government-cap-rail-profits-cancels-franchising-radical-
shake/ 

https://www.gov.uk/government/news/west-coast-marks-new-partnership-model-for-rail
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/press-release/pr-14-08-2019.pdf
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/reports-and-presentations/presentation/fgp-wcp-presentation.pdf
https://www.firstgroupplc.com/~/media/Files/F/Firstgroup-Plc/reports-and-presentations/presentation/fgp-wcp-presentation.pdf
https://www.raildeliverygroup.com/files/Publications/2019-04_changing_track.pdf
https://www.telegraph.co.uk/business/2020/02/15/government-cap-rail-profits-cancels-franchising-radical-shake/
https://www.telegraph.co.uk/business/2020/02/15/government-cap-rail-profits-cancels-franchising-radical-shake/
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In the rest of this report, we look at the existing experience of management contracts and 

concessions in the UK rail sector. We suggest that the differences between these forms of 

private operation and franchising are more illusory than real and that the momentum 

building up within the government and industry in favour of concessions amounts to little 

more than an attempt to reanimate the corpse of privatisation.  

 

Passenger experience 

 

There is no conclusive evidence that running privatised railways through concessions or 

management contracts will lead to any better service for passengers and some evidence that 

it could be worse. 

 

For example, between 2014 and 2017 the Thameslink, Southern and Great Northern 

(TSGN) franchise became synonymous with appalling performance. It failed to recruit 

enough drivers at a time when it was expected to deliver more trains. The increasing 

volume of traffic run by the franchise held up Network Rail’s enhancement work and its 

insistence, with government support, on pushing through Driver Only Operation (DOO) in 

the knowledge that it would provoke a major dispute led to further service cancellations 

and delays. By 2018 it was running what the National Audit Office (NAO) called ‘the worst 

overall service performance on the national rail network’.8 

  

Even now, the TSGN franchise performs relatively poorly. Office of Rail and Road (ORR) 

data on GTR’s punctuality shows that while it has improved from a low point between 2016 

and 18 is not far above the national average and the latest data show that it is still cancelling 

a higher than average number of trains.9 Some concessions have also struggled with 

punctuality. In the first year of its operation under a Transport for Wales (TfW) contract, 

Keolis Amey’s tenure coincided with a drop in performance that led to a £2.3 million fine.10  

 

                                                           
8 National Audit Office, The Thameslink, Southern and Great Northern franchise, 10 January 2018, p. 9. See also 
House of Commons Committee of Public Accounts, Rail Franchising in the UK, 25th report of session 2017-19, 
27 April 2018, pp. 5-12. 
9 https://dataportal.orr.gov.uk/statistics/performance/passenger-rail-performance/ 
10 https://www.bbc.co.uk/news/uk-wales-politics-51049036 

https://dataportal.orr.gov.uk/statistics/performance/passenger-rail-performance/
https://www.bbc.co.uk/news/uk-wales-politics-51049036
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When passengers are asked directly about their experience the evidence is mixed. The 

results of the National Rail Passenger Survey show that measured against overall satisfaction 

and delays, GTR’s three routes score no better and often a little worse than the national 

average. A Which? Survey from 2018 showed that Merseyrail performed well, being ranked 

7th, but London Overground and TfL Rail ranked 16th out of 30. GTR’s three TSGN routes 

were firmly at the bottom. Great Northern was ranked 25th, Thameslink 28th and Southern 

29th out of 30.11 As TransportFocus reported to the Williams Review in 2019, levels of trust in 

GTR’s Great Northern, Thameslink and Southern brands were the lowest in the entire rail 

sector. 12   

 

While Merseyrail scores well on trust, it’s notable that the publicly owned LNER also scores 

well, while running a far bigger operation with around 8 times as many passenger 

kilometres. LNER also outperforms the more comparably sized GTR.13 LNER’s success was 

acknowledged recently by the Secretary of State Grant Shapps when he announced his 

intention to take Northern back into public ownership:   

 

“The public-sector operator is a company entirely owned by my Department and 

run by experienced railway managers. It already owns and oversee another franchise, 

East Coast, which it brands as London North Eastern Railway. Passenger satisfaction 

has risen in the nineteen months it has been operating the service….I have asked 

Robin Gisby and Richard George, who lead the public-sector operator, to prepare a 

plan in their first 100 days, to make sure we leave no stone unturned in improving 

this franchise for passengers.”14 

 

In summary, there is nothing to indicate that moving to a concession or management 

contract based system will improve performance. The metro systems perform better than 

the London and South Eastern operator GTR, which on most measures performs below the 

                                                           
11 https://www.which.co.uk/reviews/trains/article/best-and-worst-uk-train-companies/best-and-worst-uk-

train-companies 
12 https://d3cez36w5wymxj.cloudfront.net/wp-content/uploads/2019/06/05122725/Williams-Rail-Review-

Trust-in-train-operators-an-exploration-of-issues-influencing-passenger-trust-in-rail-FINAL-WEB.pdf 
13 https://www.transportfocus.org.uk/research-publications/publications/national-rail-passenger-survey-nrps-
autumn-2019-main-report/ 
14 https://www.parliament.uk/business/publications/written-questions-answers-statements/written-
statement/Commons/2020-01-29/HCWS73/  

https://www.which.co.uk/reviews/trains/article/best-and-worst-uk-train-companies/best-and-worst-uk-train-companies
https://www.which.co.uk/reviews/trains/article/best-and-worst-uk-train-companies/best-and-worst-uk-train-companies
https://d3cez36w5wymxj.cloudfront.net/wp-content/uploads/2019/06/05122725/Williams-Rail-Review-Trust-in-train-operators-an-exploration-of-issues-influencing-passenger-trust-in-rail-FINAL-WEB.pdf
https://d3cez36w5wymxj.cloudfront.net/wp-content/uploads/2019/06/05122725/Williams-Rail-Review-Trust-in-train-operators-an-exploration-of-issues-influencing-passenger-trust-in-rail-FINAL-WEB.pdf
https://www.transportfocus.org.uk/research-publications/publications/national-rail-passenger-survey-nrps-autumn-2019-main-report/
https://www.transportfocus.org.uk/research-publications/publications/national-rail-passenger-survey-nrps-autumn-2019-main-report/
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2020-01-29/HCWS73/
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2020-01-29/HCWS73/


10 
 

national average while appearing to be unpopular with and little trusted by passengers. Even 

the government has now recognised that bringing the East Coast and Northern franchises 

into public ownership is the only way to reliably deliver an improved passenger experience.  

 

Subsidies 

 

The change to a concession or management contract-style of private operation might alter 

the way in which subsidies are paid but it won’t affect the fact that the public pays large 

amounts of money to the private sector to run its railways. As Table 1 shows, between 

2008 and 2019, the three concessions claimed £2.4 billion in subsidies via network grant and 

direct payments from the government.  

 

Table 1: Total subsidy to Concessions, 2008-2019 

Financial 

year 

London 

Overground 

(LOROL)¹⁹ 

London 

Overground 

(Arriva)¹⁹ 

Merseyrail 

(Serco-

Abellio)²⁴ 

TfL Rail 

(MTR)²⁵ 
Sub-

Total 

2008-9 105.9 - 129.6 - 235.6 

2009-10 88.3 - 111.2 - 199.6 

2010-11 80.8 - 112.3 - 193.1 

2011-12 85.7 - 120.4 - 206.1 

2012-13 108.2 - 119.5 - 227.7 

2013-14 81.6 - 124.1 - 205.7 

2014-15 84.4 - 130.9 - 215.3 

2015-16 101.4 - 116.2 16.6 234.2 

2016-17 49.6 30.3 124.3 20.6 224.9 

2017-18 - 83.1 127.7 22.0 232.8 

2018-19 - 79.1 129.0 20.4 228.6 

  785.8 192.5 1,345.4 79.7 2,403.5 

Source: ORR data. Total subsidy includes payments from government and share of Network Grant.15   

 

Added to this, between 2014 and 2019 the GTR super-franchise claimed £661 million in 

subsidies.  

 

                                                           
15 https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-
operating-company-table-17.xlsx 
 

https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-operating-company-table-17.xlsx
https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-operating-company-table-17.xlsx
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As Table 2 shows, in 2018-19, the total subsidy paid to the rail industry in Britain was just 

over £4.2 billion.  Of that £832 million (19%) was accounted for by GTR, TfW and the three 

concessions. Transport for Wales came into existence half way through the financial year 

and in only six months took in £186 million in subsidy payments.  

 

 

Table 2: Total subsidy to non-franchises 2018/19 

 (£m) 

London Overground, TfL Rail, Merseyrail 228.6 

Transport for Wales (Keolis Amey) 373.616 

Govia Thameslink Railways Ltd 229.9 

Total 832.1 

Total government support to Rail Industry 

 

4276.3 

 

Source: ORR data. Total subsidy includes payments from government and  

share of Network Grant. 17 

 

 

Profits and passengers 

 

While the Thameslink, Southern and Great Northern (“TSGN”) management contract 

franchise is the largest in terms of passenger kilometres, the four existing concessions run 

on routes with fewer passenger kilometres than most franchises. Govia Thameslink Railways 

(“GTR”), which runs the TSGN ‘super franchise’ has seen its profits fall consistently since its 

inception in 2014-15.  

 

 

 

                                                           
16 Keolis Amey received £186.8 for 6 months. This figure represents a projection of the amount for 12 months. 

Source: ORR Table 1.7 – Government subsidy per passenger kilometre by Train Operating Company. 

Calculations by RMT. 

17 https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-
operating-company-table-17.xlsx  

https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-operating-company-table-17.xlsx
https://dataportal.orr.gov.uk/media/1540/government-subsidy-per-passenger-kilometre-by-train-operating-company-table-17.xlsx
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Table 3: GTR Ltd Profits 2014-2018  

Year 
Profit for the year after 

taxation (£) 

Passenger 

kilometres 
Ratio 

June 2014- June 2015 (9,035,000) 8,700,000,000 -0.10 

June 2015- June 2016 6,046,000 8,900,000,000 0.07 

June 2016- July 2017 3,765,000 8,700,000,000 0.04 

July 2017-July 2018 2,804,000 9,200,000,000 0.03 

 

 

The concessions, however, have been more successful at extracting profits from their 

operations. As Table 4 shows, analysis of the company accounts of the four companies who 

have operated the Merseyrail, London Overground and TfL Rail concessions, for example, 

shows that they have generated growing profits throughout their tenures. 

 

Table 4: Concession profits, 2004-19 

 
Total profits 

(£) 

Average 

Increase in 

Profit % 

Merseyrail Electrics 2002 

Limited (2003-19) 
140,810,000 18.2 

London Overground MTR-

DB (2007-18) 
44,179,000 78.7 

London Overground Arriva 

Rail (2016-19) 
10,248,000 103.9 

MTR TfL Rail (2015-19) 9,268,000 73.8 

TOTAL 204,505,000  

 

The concessions have also been able to generate in a high ratio of profits in relation to the 

passenger kilometres on their routes. As Table 5 shows, in 2017-18 the ratio of profit to 

passenger kilometres made by the three concessions was larger than that of 8 major 

franchises.  
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Table 5: Comparison of ratios of profits to passenger kilometres, 2017-18 

2017-18 TOC Type 
Profit for the 

year 

Passenger 

kilometres 
Ratio 

Merseyrail Concession £13,623,000 700,000,000 1.95 

Arriva Trains 

Wales 
Franchise £22,266,000 1,200,000,000 1.86 

Govia 

Southeastern 

Railways 

Franchise £42,735,000 4,500,000,000 0.95 

Virgin West Coast Franchise £54,567,000 7,600,000,000 0.72 

Cross Country Franchise £23,080,000 3,800,000,000 0.61 

East Midlands 

Railway 
Franchise £14,838,000 2,500,000,000 0.59 

Great Western 

Railway 
Franchise £35,267,000 6,000,000,000 0.59 

Northern Franchise £10,701,000 2,600,000,000 0.41 

Chiltern Franchise £6,032,000 1,600,000,000 0.38 

London 

Overground 
Concession £3,777,000 1,300,000,000 0.29 

West Midlands 

Trains 
Franchise £5,800,000 2,800,000,000 0.21 

TfL Rail Concession £759,000 500,000,000 0.15 

South Western 

Railways Ltd 
Franchise £6,976,000 5,900,000,000 0.12 

Abellio Greater 

Anglia 
Franchise £2,325,000 3,800,000,000 0.06 

Govia Thameslink 

Railways 

Management 

contract 
£2,804,000 8,700,000,000 0.03 

Caledonian Sleeper Franchise -£350,000 200,000,000 -0.18 

Scotrail Franchise -£15,300,000 3,000,000,000 -0.51 

C2C Franchise -£8,566,000 1,200,000,000 -0.71 

VTEC Franchise -£46,924,000 5,600,000,000 -0.84 
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Transpennine 

Express 
Franchise -£94,137,000 2,000,000,000 -4.71 

 

 

Profits into dividends 

 

The concessions have also turned a high proportion of their profits into shareholder 

dividends. As Table 6 shows, Merseyrail, which has been running for longest, has made total 

profits of £140 million since 2003 and paid out £137 million (98%) in dividends. During its 

time running London Overground, MTR and Deutsche Bahn paid out £46 million, equating 

to 104% of their total profits while TfL Rail has paid out dividends worth 83% of its profits 

over the last two years.  

 

Table 6: Concession profits and dividends, 2004-19 

 
Total 

profits (£) 

Average 

Increase in 

Profit % 

Dividend (£) 
Dividend as 

% Profit 

Merseyrail Electrics 2002 

Limited (2003-19) 
140,810,000 18.2 137,967,000 98.0 

London Overground MTR-

DB (2007-18) 
44,179,000 78.7 46,067,000 104.3 

London Overground Arriva 

Rail (2016-19) 
10,248,000 103.9 4,500,000 43.9 

MTR TfL Rail (2015-19) 9,268,000 73.8 7,750,000 83.6 

TOTAL 204,505,000  196,284,000 96.0 

 

The lucrative nature of the concessions can be further illustrated by comparing their ability 

to create large dividends with the proportion of the industry’s passenger kilometres they 

account for. Over the last ten years, the train operating companies have extracted £2.1 

billion in dividends from their rail operations. Of that, £167 billion, or 8% of the total, was 

accounted for by the companies operating the three concessions: London Overground, Tfl 

Rail and Merseyrail. However, these three concessions account for only 3.8% of 67.7 billion 

passenger kilometres travelled on the network. 
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Table7: Dividend payments (2010-19) and Passenger Kilometres  

 Dividends (£bn) 
Passenger 

kilometres (bn) 

Total rail sector 2.13 67.7 

Franchises 1.92 54.6 

Concessions  0.17 2.6 

Management contract (GTR) - 9.2 

Percentage accounted for by 

concessions 
8.0 3.8 

 

Source: Analysis of TOC company accounts by RMT in ‘Counting the Cost of Privatisation’, published 

in RMT News, January 202018. ORR data, Passenger Rail Usage19  

 

This ability to turn profits into dividends is strikingly similar to the kind of ‘value extraction’ 

achieved by the more successful franchises. It indicates that any move to a generalisation of 

the concession or management contract-style model is unlikely to see private companies 

investing any more money in the rail network than the franchises but will see the  

Department for Transport – and therefore the public - carrying more of the risks for 

fluctuating passenger revenue. It won’t stop the disastrous fragmentation of the railway 

network, nor will it evidently produce a better service for passengers. But it will keep the 

dividends flowing. And as we’ll see below, at the moment, most of them are flowing 

overseas.  

 

Dividends flowing overseas 

 

The UK rail sector has a growing problem with the overseas ownership of the private 

companies operating its network. Overseas ownership of the UK rail industry has more 

than doubled in the last decade and, as RMT revealed back in 2011, these companies are 

using profits and dividends extracted in Britain to cross-subsidise their own railway 

                                                           
18 https://issuu.com/rmtunion/docs/255543_rmt_news_january2020_web 
19 https://dataportal.orr.gov.uk/statistics/usage/passenger-rail-usage/ 

https://issuu.com/rmtunion/docs/255543_rmt_news_january2020_web
https://dataportal.orr.gov.uk/statistics/usage/passenger-rail-usage/
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networks. In 2011, a German transport minister explained that ‘We're skimming profit from 

the entire Deutsche Bahn and ensuring that it is anchored in our budget - that way we can 

make sure it is invested in the rail network here in Germany.’20 

 

This is just as true of the concessions as of the standard franchises. Because of the overseas 

ownership of these companies, the vast majority of the profit they have made from the 

railways has flowed overseas. As table 7 shows, out of the £196 million in dividends made by 

these companies £127 million (65%) has gone to overseas parent companies.  

 

Table 7: Overseas ownership 

Concession/Contract Operating 

company 

Parent 

companies 

Percentage 

of dividend 

going 

overseas 

Overseas 

dividend 

value 

Merseyrail  Serco/Abellio   Serco plc – UK 

(50%) 

Nederlandse 

Sporwegen 

(50%) 

50% £68.9 

million 

London Overground 

Rail Operations Limited  

MTR/Arriva 

UK Trains  

MTR 

Corporation 

(China) (50%) 

Deutsche Bahn 

(50%) 

100% £46.1 

million 

London Overground  Arriva Rail 

London  

Deutsche Bahn 

(100%) 

100% £4.5 

million 

TfL Rail MTR TfL Rail MTR (China 

(100%) 

100% £7.7 

million 

Thameslink, Southern, 

Great Northern 

Govia 

Thameslink 

Railways Ltd 

Go-Ahead 

Group – UK 

(65%) 

35% N/A 

                                                           
20 Quoted in Ian Taylor and Lyn Sloman, Rebuilding Rail, Transport for Quality of Life (2011), p. 50.  
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Keolis – SNCF 

(35%) 

Transport for Wales Keolis Amey  

 

Keolis (SNCF) 

65% 

Amey (UK) 

35% 

65% N/A 

 

Conclusion 

 

There is little evidence that any attempt to resettle Britain’s privately operated railway 

network on the basis of some variant of concessions or management contracts will do 

anything but continue to deliver a fragmented system that’s bad for passengers but great 

news for shareholders. The real solution is staring the government in the face. The 

infrastructure network was nationalised in 2002 following a record of appalling private 

sector failure. By March, the East Coast Mainline and Northern will be in public ownership 

following years of dismal private sector failure. Instead of trying to reanimate the corpse of 

privatisation - breathing life into this failed and decomposing carcass for one more round of 

profiteering at public expense - it’s time to draw the curtain on the failed experiment once 

and for all and bring the whole network into public ownership.   
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