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CHROMIUM DREAMS: THE POLITICAL OBSTACLES TO RAILWAY
MODERNIZATION IN BRITAIN

CHARLESLOFT | (UNITED KINGDOM)

In Britain the greatest obstacle to railway modeation in the past 50 years has been politicaltidBri
governments have a poor record of investment insrace 1945 and privatisation has provided onlyaatial
solution to this problem. Once the post-war ecomoronstraints eased off, gross investment in Braaiailways
rose in real terms until 1959 before falling grdfjuduring the 1960s. While gross investment levgtsked up
from 1969 they stabilized in the mid-1970s at asustainably low level and the railways’ investmeragramme
suffered greater cutbacks than the rest of th@malized sector during the economic crises of tie1870s. A
1979 study showed that British Rail received les®stment per train/km than any other EU railwagt, ip real
terms investment declined between 1979 and thel®8f)s. From 1988 investment rose steadily until983 it
reached a level higher in real terms than in 18&@vever, if the Channel Tunnel was excluded, inwestt in the
existingrailway was not that much higher than the inadegjpiateau of the 1970s. British Rail was receiwtimg
lowest level of support of any EU railway in 198%dahe extent to which this was true was greaten than in
1979. By the end of the 1980s government reluctéamaavest in the railways had driven the indugtrcrisis as
its infrastructure and rolling stock was literaldlling apart, as was dramatically illustrated bg 11988 disaster at

Clapham Junction.

This paper looks at the one period in post warigrihistory when the railways were offered the pexs of
adequate investment and discusses how politicalgmes led the industry to be blamed for a percefaddre of
modernisation, with lasting repercussions. In dasogl will show that these problems are not comfite the
period discussed, but are fundamental to the wayhiich the relationship between government andvesilin
Britain has developed.

In the mid 1950s Britain’s railways were in a pa@bate. On top of net inter-war disinvestments, fthreds
available after 1945 were not enough to redresstfeets of the combination of intensive use arabl@guate
maintenance during the war, let alone modernisesystem. In 1955 #Modernisation Plan was published,
proposing to turn the railways’ annual deficit d&5n into a surplus of £5m in the early 1970s byesiing
£1200m. Eighteen months later a new version ofptaa - Proposals for the Railways - set out in more detalil
how the financial improvement would take place amdicated that the railways would break-even by 1186
1962. However, in 1958 the railways, which had apest at a small surplus in 1955, lost nearly £56imsér to
£100m once interest was included) and in 1960 dvernment announced that it no longer had faittiné1956
projections. The planned level of investment waduced and a series of reviews were establishedhwhic
culminated in a new plan in 1968he Reshaping of British Railways, known as théBeeching Report after Dr
Richard Beeching, the chairman of the British Ray# Board. This report was best known for its psapdo

close about 30 per cent of the passenger netwdwkBaeching Report made much of the need for the railway to
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focus on what it did best: moving bulk freight apalssengers quickly over long distances and waswell in
1965 by a second report which sought to identifyoee network of trunk routes for investment. Thiways
losses were reduced but only briefly, by the enthefl960s they had grown significantly.

On the face of it then an initially over-ambitioaisd flawed plan failed and was replaced by a meaéstic
exercise in retrenchment and rationalisation, batrailways were such a hopeless case that thésifeo. The

popular memory of the period is summed up in lamdiant’s Parallel Lines (2003):

«[under the Modernisation Plan] Millions of poundere poured into the railway, whose management
spent it on vast new marshalling yards for freighffic which never materialized, and lots and lofdovely
steam engines which were scrapped within a dedst then Ernest Marples became Transport Secretary ...
and he liked motorways, not horrid old trains. Sorhade Dr Beeching chairman of BR, and he didké li

railways, either. So he decimated Britain’s railwaystem, only five years after the investment daé th
Modernization Plan.»

Marchant's point about Marshalling yards is ba$jcatcurate but he is wrong about steam and — ajlgic
for such popular accounts — he stresses only tliegia There are three points the rest of thisgpapakes about
that view:

e The crucial failings of the 1955 plan were politichoth in a conceptual and a practical sense (a
distinction | shall explain below)
e The early 1960s period saw a developnuthe railways’ modernisation strategy rathemtlaareversal
of it as implied by the quote above; meanwhile ¢hgas a significant change in government railwaljcpoThis
is significant because the extent to which thevajyl management had failed by 1960 has been owexlstat
« The railway investment programme was more succkelsgfine 1970s than it was ever given credit for.
These three points add up to a case for arguirtgthbaithe dysfunctional relationship between gowent

and railways in Britain is founded on a misundardiag of the nature of thiglodernisation Plan of 1955 and of
why it “failed”.

THE POLITICAL FAILINGSOF THE 1955 PLAN - CONCEPTUAL

The concept of the plans published in 1955 and 88§ that a plan existed which would be implemented
over a given period and during that period themayls would move from being a loss-making organisatd a
profitable one. The conceptual problem here wasribae of this was true. There wasn't really a @ad such
plans that existed were not confined to a giveinopeaind did not envisage a profitable railway asrtbutcome.

By 1954 the need to modernize the railways wassdoas that even a Treasury official could say that
«everybody wanted and expected the railways todspeaney», without it being a complaint. However the
origins of the plan published in January 1955 laythe Treasury's discovery a year earlier that Bmigish
Transport Commission (BTC, the nationalised bodyctviran the railways and other publicly-owned trzors)
was borrowing just to cover its maintenance coasts that it would soon reach the limit of the amoiinvas
legally allowed to borrow. Officials had little ctee but to prepare a new law allowing it to borrovere; but

they wanted the BTC to produce a modernisation, @arthat parliament, the public and Treasury @fscwould
know where the money was being spent.
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The Modernisation Plan was therefore drawn up in a hurry to justify diéfimancing. Throughout 1954 the
BTC tried to convince the government to subsidisgl@nnisation by giving the railways an intereskffean to
cover the cost of modernisation during the 15-ymarod of the plan. Crucially the BTC drew up tHarpon the
assumption that this loan would be available (bsean February 1954 the Chancellor had impliedhéoGabinet
that he was willing to consider such an approacthgre was no question then of this being a plah wwald
make the railways profitable, indeed the Treaswtymeated that the loan would amount to a subsidg3#m a
year.

Officials at the Ministry of Transport were prepéte support this proposal as they saw no podsildfi the
railways making a profit, but the Treasury was dateed to resist. However, the plan was completed me
when the Government faced the threat of a railwakesover pay. The BTC Chairman Sir Brian Robantso
refused to meet the union’s demands, and publieked that if he were forced to do so, the BTC wmd longer
be able to break-even (which it was legally obligedlo). Ministers were willing to fund a settlenhdaut could
not be seen to subsidise the railways becausewthigd remove the barrier to further pay claims Ihthe
nationalised industries. At the height of the erisiluring Christmas 1954, the BTC’'s head of finarSi
Reginald Wilson, met a senior Treasury official, Bernard Gilbert, and told him that the railwaysild afford
to meet the pay claim but could rafford to modernise, without the interest-freenldlae Treasury had previously
opposed. Gilbert passed this message on to misigiigh the comment that ‘all this [i.e. the intarége loan] is
for the future, and anyhow a subsidy on any suclirgt is of course entirely different from a revesuésidy to
meet a wage claim’. Ministers authorised the transminister to tell the BTC that if they boughf tifie strike
threat the government would provide the loan themnted. A few days later Wilson delivered the plarthe
Ministry of Transport complete with calculationsoghing a convenient profit at the end of 15 yearsignoring
the cost of paying interest on the investment dutivat period. Unsurprisingly, no precise explasmafior these
figures has ever been found, but Treasury offidialsw they had been “made to measure”.

In the aftermath of the strike settlement, and wmkm to Robertson and Wilson, Treasury officials rwet
discuss the BTC'’s financial position. They contesgdl various methods of subsidy and concludedtiieabest
would be to simply wait for the BTC to declare tlitatvas unable to pay its debts and force it ty @h the
Treasury to cover its losses. This would ‘brand BT&C as the one [nationalised] body which had net its
obligations’, and therefore deter other nationdligedustries from taking a similar route and enegerthem to
resist pay claims.

Ministers relied on the BTC's plan to convince fgrient and the public that in meeting the unio@mends
they had not bankrupted the railways, but when Rebe enquired about the promised loan they stallée
reality behind their support for the plan was corgd in the Treasury’s draft for the Chancellorab@et paper

on the plan:

«it may be said that [the BTC's] figures are opstiti and that solvency is too much to hope fout..b
even if hopes are not realised in full, this i tie best way to minimise losses... What is tiberaative... can
anyone contemplate that by continuing as we aretheve is any prospect of solvency?»
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In 1956 the government adopted a policy of tryimdight inflation by holding down prices and wanteduse
the nationalised industries as an example. In Apel Cabinet therefore refused to allow the railsviy put up
fares and freight charges for 6 months. The Minisi@s soon accused of bankrupting the BTC and, teedi been
losing £650,000 a week before ministers intervetiad,was a difficult charge to deny. The BTC was legally
allowed to lose money unless it believed that evadht it could make a large enough profit to pafitf debts.
The government announced an inquiry to show hosvwhtiuld be achieved and six months later the reduhe
inquiry - Proposals for the Railways - showed that the BTC would cease operationake®bss 1961 or 1962.
However, this estimate, like that offered a yeavmusly, was invented to justify the governmepisition. At a
meeting between Ministry and BTC representativelglay, chaired by the Minister, it was agreed tlla¢re was
no time for prolonged discussions if results werdé produced in time foPfoposals for the Railways]... it was
important to show a progression of lessening dsfiover a reasonable number of years until a balaves
secured. Some five or six years at most shouldhéeaim’. Although the Commission agreed to say, thithin
days Sir Reginald Wilson had warned the Ministrgtth961 or 1962 was ‘the very earliest date at kviie
Commission can hope to break-even in the most faad@ circumstances’, and by the time the documerst
published the government had imposed another sixtm@ilway price freeze, clearly not ‘the mostdavable
circumstances’. It was this combination of governtriaterventions to hold down prices while allowiwgges to
rise that was the primary cause of the BTC's fi@nmllapse during 1958.

It was not only the figures that were misleadingeTwhole concept that a plan existed was untrue On
consequence of the pressure the Commission wag tmgeoduce its plan quickly was that thedernisation
Plan was essentially ‘a lot of mouldering schemes whiloln BTC and [regional managers] had found after a
hurried search in their pigeon holes’, in the woofl®ne senior railway manager. The Commission thade it
clear that it would take five years to work out thetails of modernisation, experiment with new t/pé diesel
locomotive and train and recruit the experts regflirlt is impossible to say that railway investmbetame
Modernisation Plan investment at any given date, it simply increageadually as the various programmes
developed. This is significant because while trggiiries set up after 1958 may have uncovered shroitgs in
the BTC’s management of its investment programime financial collapse which led to those inquiness not
caused by them and tiodernisation Plan, which was not supposed to really get going ut60, cannot be

blamed for failing to avert it.

POLITICAL PROBLEMSOF THE 1955 PLAN - PRACTICAL

In 1960 the government appointed a committee ofinegsmen to examine the BTC's handling of

modernisation, which (privately) commented that:

«if in a private firm shareholders’ money had beemmitted with the recklessness which charactetised
inception of some of the projects making up the emoidation scheme those responsible would have been
indictable.... [I]t almost seemed... as if the jengnt whether or not to start a scheme had deperede
degree of support which it received from the patéic technicians or other people in authority iay,sa
particular region rather than on any economic figstiion.»



I IRHA INTERNATIONAL CONFERENCE| RAILWAY MODERNIZATION: AN HISTORICAL PERSPECTIVE

While the BTC cannot escape blame for these failinigey were both caused and exacerbated by politic
factors. In the decade since the end of the wardifvways had been almost continually reorganisedditicians
sought ideological and organisational solutionstite nation’s transport challenges: centralisatioed wvith
decentralisation, coordination with competitionivpte with public ownership, through a decade (12955)
when the railways’ chief difficulty — a lack of fda for modernisation — was not addressed. Wartonéral was
removed (1945), nationalisation introduced (1948) the nationalised structure completely alterdidong the
replacement of Labour in 1951 by a Conservative iaidtnation determined to decentralise the railways
management — a decentralised structure was inteadimc1955 after 18 months of a temporary orgaioisai he
constant process of reorganisation and preparimgréorganisation was a major factor in the railways
unpreparedness when they were finally offered fundsnvestment. Moreover the structure finallyieed at in
1955 left the BTC unable to control regional irtittas and ill-informed about regional performance.

At the same time, as one Commission member congaaitme BTC ‘were under an obligation to pay their
way, but no-one allowed them to run the busines# tigs was their object’. The interventions oveaty and
prices typified the atmosphere in which the railwayperated. Although the BTC was legally requiedperate
without losing money it was also required to coesithe needs of the public, agriculture and busin&tempts
to close down loss-making routes were subject timsamminable process of review which ensured évan the
closure of lines which should clearly never haverbbéuilt and had never made money was controveasial
time-consuming. Access to railway services was lyidensidered to be a right which should not beedeined
by ability to pay, both by passengers who used-haaking services and businesses which wanted freigh
facilities provided. Had the Commission announdeat it would in future carry only that traffic wiicwas
obviously profitable and would increase that profjita ruthless programme of job losses, this winalde been
unacceptable to public and politicians alike. T®&3 plan envisaged a concentration on the viabte raost
effective aspects of the railways’ business ascessary corollary to investment as part of a ptansblvency
(although the BTC probably did not realise how maohld be done in this respect); but this was Ipatitically
impossible and unthinkable in the mid-1950s — itldchave been contrary to what the railways weozigit to
be for.

This combination of instability, poor organisatiamd confused objectives, all the result of govemme
policies, hampered attempts to modernise. The govent then exacerbated these problems by pressngTiC
to accelerate modernisation in order to reduceekasd to give a proportion of the work to the Sslotcompany
North British to reduce unemployment there. Themmitcome of this pressure was that large orderdiésels
were placed before the prototypes had been propgedied the result was a fleet of often defective o
underpowered locomotives many of which were scrdp¢hin a decade.

The outcome then was that a plan devised on themi®n that it would require a subsidy, which vitaslf
in no real sense a plan, was twice presented aknhothe answer to making the railways pay. Althoulkis
misrepresentation was made at the government'sstgit was the BTC that was blamed when its fiearfell

apart and the idea that the plan had been a failaseestablished.
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THE CONTINUITY OF MODERNISATION

In the early 1960s the government abolished the ,BEGing up a British Railways Board to run theustry
and appointing Dr Richard Beeching as its chairnizgeching’s plan was supposed to bring the exgedfs
business to the railways and was presented asatdepfrom previous policy. However the modern@aplan
had always had at its centre the removal of steaction and a concentration on those tasks to whiehailways
were best suited. These two elements remainec aethire of modernisation under Beeching. Muchwade of
the traffic studies used to justify the programrhelosures which formed the main emphasis of Bewghiwork.
Yet most of the studies the plan used were planoedegun before his arrival as part of the existing
modernisation drive. It was important for the goweent to present thBeeching Report as something radically
new and coherently thought out, in order to helpaseincreasingly controversial programme of raijwclosures
to the public. But like the 1955 and 1956 planbeit, its financial estimates were not basedhamdugh plans,
much of the statistical analysis was incompletbased on very thin data, and the Treasury did xpea that it
would eradicate the deficit.

It is true that Beeching brought a new vigour tduging network size and getting rid of steam powet,the
real change in the early 1960s was in governmelitypmwards the railways. The new railway orgatisawas
set a clear legal target - reducing the deficitw#ts relieved of its social obligations — which &erow to be
contemplated by ministers when approving or rejectilosure proposals. It was given the freedomrgamise
itself in the way Beeching felt would make it meéfiective, with a strong central board able to aderregional
managers, despite ministers’ enthusiasm for thelogg of decentralisation. The new transport maristas also
now willing to support radical cuts in the sizetbé network and the procedure for doing do so weésrmed.
Although the government could never completely stesiterfering in railway fares and wages, the dginm
nature of such interventions had been publicly gaecsed and there was a greater reluctance atite#ésé first
half of the decade to do so.

The extent to which railways policy changed in #aely 1960s was exaggerated for political effebbth to
sell unpopular closures and distance the governfmemt the deficits it had inflicted. The changesiethdid take
place addressed the failure of government duriegl®b0s rather than those of railway investmengrammme.
The thinking behind the investment programme dexedoand the amount of money devoted to it wasicestr

and controlled more tightly by government, buteissential principles did not alter.

THE SUCCESS OF MODERNISATION

As we have seen, it is generally assumed that3b& tnodernisation plan failed. It is true that BIEC had
been overly optimistic about how much freight itlbretain in the face of road competition and, leviiieeching
was more realistic, he also over-estimated thavegis future freight traffic, as the extent of thiscline was not
appreciated by either railway management or plitie and officials during the 1960s. Yet by 197@ thilways
had transformed the size of the workforce, the sfze network, replaced steam with diesel andtefeed half

the network of lines (some of them dating backhe ¥ery earliest days of world railways) known las West
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Coast Main Line. It is worth looking at the figureere: in 1954 the railways had 18 425 steam lotives 71
electric and 320 diesel (almost all shunters) 2 éls@tric multiple units and 62 diesel multiple tsniJust 15
years later all the steam locomotives had beerpperh 4 233 diesel and 328 electric locomotives, 2169
DMUs had taken their place and the were approxim&@0 additional EMUs. The bulk of this change Hsn
achieved in just 4 years, 1959-1962. Between 1960 2973, the railway workforce almost halved and th
redundancy arrangements served as a model for witiestries. Between 1955 and 1970 about a thirthef
passenger rail network closed and a substantidliyeln proportion of the total network closed. Thenter of
stations handling freight was reduced from aboQ0®,to about 600 and 3,149 of the 5,595 passerntggors
open in 1955 had closed. These were massive chamgesindustry which had carried a third of alspanger
traffic (by mileage) and half of freight traffic {lweight) as recently as 1946 and which had empl@yer half a
million men at the end of the 1950s. Moreover, bg end of the 1970s Britain had the most cost-tikec
railway in Europe, had introduced the world’s fastdiesel train and was at the cutting edge of tramwm
technology in designing the APT. Railway moderngathad not been a story of unmitigated failure.gélu

change had been achieved.

CONSEQUENCES AND LESSONS

The railways had become something of a nationa jok the 1970s - a symbol of failure. Much of tiviss
down to the fact that modernisation was seen amgdailed to stem their losses. All three pland facussed on
the financial outcome and combined investment witter measures (e.g. increased productivity, cesguaimed
at achieving solvency. When the railways consisefailed to achieve this aim, railway investmerdswseen as
having failed and by 1970 the government’s willinga to invest in rail was firmly entwined with treelways’
ability to meet financial targets. As Terry Goutvssbusiness histories of the nationalised railwstysw, on the
one hand the government tended to set the rail@ygh financial targets in the belief that whileyhwould
probably not be met, they would at least encouetfieiency; on the other the failure of the railvgagp meet
these targets was used to argue against the aaisedsting in them. There is some evidence th#t bendencies
encouraged rail managers to play up the anticipiat@ticial benefits of investment in order to geapproved, a
practice which in the long term merely discourageestment.

By 1974 Ministry of transport officials believedathin judging railway plans ‘[tihe experience oktpast
quarter of a century suggests that the only sdéeisuthat if the figures show the future prospedtthe railways
in a favourable light they are probably wrong’ amd this basis tended to take a negative view opgsals to
invest in the industry, culminating in the embasiag story of the Advanced Passenger Train (APdandoned
in 1986 after more than a decade of developmeriici@l$’ scepticism here was partly justified bylaical and
project-management failings on the railways’ peidwever, this was something of a self-fulfillingophecy in
that had the project been more enthusiasticallpaeued its difficulties might have been overcome.

Although subsidies were paid to loss-making sesvitteat were considered socially necessary afteB,196
these subsidies were perceived as covering losadsadge of failure, as the Treasury had envistysdwould

be in 1955 - rather than a payment for a serviogiged, not least because their level was detemiiyethe loss
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on a service rather than its social value. Nor thase any distinction between losses arising fravegnment
unwillingness to allow fares to rise or politicalbgnsitive lines to close, genuine social subsidiesthat part of
the deficit which could be reduced by better managd. Investment was seen as having failed becauk@ss,

1956 and 1963 it was presented as part of a pladirig to solvency yet in each case there was naileet
relationship between investment and financial auedehind the published plans.

Railway managers took the blame for the supposi&ddaof modernisation. The fact that the 1955 phaas
not designed to solve financial problems was seenaamistake by the railway planners, rather than a
misrepresentation by the government. An early anflugntial critic the economist Christopher Foster
understandably argued that he plan should haventalogount of the cost of interest charges durisg it
implementation. But Foster had no way of knowingf tfthe reason it didn’t was that Ministers hadtleeIBTC to
believe they would not have to pay this interest.

Behind the specifics of this story lie politicaffaiulties which continue to offer fundamental dealges to
railway investment programmes in Britain:

It is in the nature of railway modernisation to d@ ongoing process. While individual projects halear
beginnings and ends the whole idea of a moderoisatian implies a stop start approach to investmarich is
difficult to sustain in terms of manufacturing cajpa and expertise. Yet politicians must have spieims and are
not usually wiling to wait for them (perhaps thélects the popular memory of the railways pashwiteat men
inventing the steam locomotive or opening the wefidst railway, downplaying the extent to whiclthieology
and business develop incrementally and encouraggng see progress in terms of giant leaps rattzar $mall
improvements). The idea that there is a problenclwhwvill be addressed from a given date within igieen
timescale and that there will be an end after whighgs are better seems to be necessary for migist and the
public’s - peace of mind. While a rolling programmihin an overall strategy makes sense, the pattio of an
‘end-to-end’ plan of the 1955, 1956 and 1963 iraMit presents a misleading picture.

Secondly in Britain subsidy is seen as a mark & rather than the cost of providing a necessaial
service, a legacy of references to the railwaysras of the lame duck industries derided by Thatsherand
railway investment has historically been linked hwiilans to improve the financial position of thelways
generally. Therefore it is difficult to generateppéar support for specific projects (outside areamediately
affected), which is important in overcoming thédlisty effect of the planning process.

Finally, as an industry often wrongly seen as sirféea crisis, the railways are prone to the pmdittendency
to address a problem through reorganisation rétreer addressing it directly. It is no coincidenbattas the
railways’ organisation became more stable durirglt®70s and 1980s, their performance improved.

These problems are not specific to the 1950s, easdilways recent history in Britain shows. Sin€@924 the
railway industry has suffered from a politicallydunced lack of stability comparable to that evidestiveen 1945
and 1955. After 1992 the attention of the BRB waserded from running the railways to reorganizing f
privatisation, while a massive investment hiatustdd into 1995-6 and privatisation saw an exodusxpgrtise
from the industry. Before the new structure coudd lmown, the Strategic Rail Authority was estala@shin
shadow form in 1999 and in practice in 2001, accamgd by an advisory Commission for Integrated $pant).

Having been placed in administration in October12@Be new privatised track authority, Railtraclasareplaced
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by a not-for-profit company, Network Rail, the folNing year. Meanwhile the franchises awarded teape
operating companies were subjected to a protraeteelval process and, following a policy review, 8RRA was
abolished by the Railways Act 2005. One of the [@mis that encouraged this disruptive decade ofjegusation
as the (scarcely, in hindsight, credible) beliettiprivatisation could eliminate railway subsidiesa clear
indication of the failure to accept that these pegyments for a service rather than the outcome cafr p
management.

Meanwhile the flagship of privatised investmentiliie railways, the West Coast Main Line modernisatio
has been scaled down from its original extent afsecosts spiralled out of control. Critics hawairid that the
plan was in fact based on completely unrealistiuiagptions which were never fully challenged becatbad to
be rushed through in accordance with the timetédnleprivatisation. The ten year transport plan jsl#d in
2000, which was almost immediately rendered irr@tgvby the aftermath of the Hatfield disaster, basn
criticised as being ‘a consolidation of what wagatly announced rather than a brave new deal éoraitways’
— a disturbingly similar description to that of th@55 plan — devoid of any real strategy.

If this suggests that the same problems can belsmavilling investment in rail today as half atcep ago,
it should not surprise us. The one clear lessaorightisation is that the government cannot escapponsibility
for the railways, because the railways — privatlpublicly owned — are inevitably dependent onligutubsidy.
This has now been recognised by government. Railmagstment is therefore inevitably a politicaluesand the

problems which hampered attempts to modernise tta@ha century ago remain relevant.



