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RESEARCH RAISES DOUBTS ABOUT THE INTEGRITY OF THE SOUTH WESTERN RAIL FRANCHISE PROCESS 

Some of your constituents are likely to have an interest in the current exercise to re-franchise the South West Trains (SWT) operation. 

Stagecoach, the existing operator, has pre-qualified to enter the bidding process, along with three rivals. It has recently been reported (in ‘Rail’ magazine, issue 538) that, in the pre-qualification marking system, up to 80% of the available score is awarded for ‘demonstrating a proven track record of service delivery and sound financial management’. The integrity of the process must therefore rely on accurate records of past performance being available. Suppose there is gross misrepresentation on the part of the incumbent bidder? There is ample evidence that Stagecoach has been attempting to influence opinion through misleading, or simply incorrect, statements.  

The attached research paper, which is copied to you for information, examines some of the documentary evidence of Stagecoach’s 10-year operation of SWT, during two franchise periods. The picture is often depressing and at times shocking. Stagecoach has (i) fallen far short of demonstrating a proven track record of service delivery and (ii) offered very limited investment owing to a financial culture of greed and instability. This is apt to be severely disadvantageous for taxpayers, including those who make 160 million journeys a year on the SWT network. 
Fair process?

Brian Souter, Chairman of Stagecoach, is on record as saying that “Don’t misunderstand me, ethics are not irrelevant, but some are incompatible with what we have to do because capitalism is based on greed. We call it a dichotomy, not hypocrisy”. What if an ethically-limited operator rewrites history to its own advantage? Ministers come and go. So did the Strategic Rail Authority. There exists a collective memory of Stagecoach’s true performance, but it is retained in the minds of thousands of commuters and archived in hundreds of press articles.

Stagecoach appears paranoid about this memory, which is probably most powerful among SWT’s best customers, its long-distance commuters. SWT advertisements have exhorted passengers to talk about their experiences to the company, not to the person sitting next to them. The company’s consultation process depends on discussions with individual passengers at rail stations or on trains, whilst other bidders have held meetings with rail user groups at which experiences can be widely shared. At a meeting in 2005 of the Hampshire Economic Forum, Stagecoach director Rufus Boyd portrayed the rail network’s poor reputation as an illusion created by plaintive long-distance commuters who had made the ‘ultimate distress purchase’ in buying a home a long way from their workplace. 

The reality is that SWT services collapsed within a year of Stagecoach taking on the franchise. Stagecoach Director Brian Cox responded to critics by branding them “Fully paid up members of the Hindsight Club”. It has taken 10 years for Stagecoach to recover the level of performance achieved by British Rail, and this has been realised only through the introduction of a much slower timetable. Official statistics reveal that, even now, some 26 million passenger journeys a year on SWT are  unsatisfactory to those who make them. 

The inescapable message is that, should Stagecoach win another franchise term, expect little. Stagecoach has been underpinning its bid for a third franchise period by -

· re-writing history with little regard for the truth;

· conducting a tightly-run campaign to mislead passengers; and 

· (presumably because it doesn’t want people talking to their MPs any more than to each other) suggesting in its passenger magazine that MPs who say they want constituents’ interests put first are untrustworthy. At the same time it has been advertising SWT to Westminster as a case of ‘building on our successes’.

There is compelling circumstantial evidence that, in the previous re-franchising round, Stagecoach benefited from the close relationship between certain of its directors and the chairman of the Strategic Rail Authority. It misled the public into believing that it could deliver more benefits more quickly than its rivals. Once it had been selected as preferred bidder for a second franchise term, reportedly on the basis of its “straightforward” approach in bidding, Graham Eccles - then chairman of SWT - declared that “for the bid PR hit, what you do is add up the guaranteed outputs, the primary aspirations, and the secondary aspirations, and then you shout loudly”. He demonstrated his company’s lack of commitment to its customers by baldly stating that, “We won’t hesitate to walk away if we don’t get our terms”.  

Stagecoach obviously got its own terms, but not even the guaranteed outputs have been fully delivered. Following its selection, Stagecoach demonstrated severe financial instability. The value of its shares dropped by 90%, its performance further deteriorated, and it consumed an additional one-off payment of £29 million from taxpayers for dubious benefits. 

SWT’s recent tenth anniversary press release is hugely misleading throughout. A prime example is where it states, “When we took over in 1996 the first few years were by the hardest, but we put our heart and soul into delivering a railway to be proud of”.

The truth is somewhat different. Having marginally undercut the rival bidder in 1996, Stagecoach more than made good the difference by disposing of so many managers and drivers that trains were regularly cancelled and many were permanently withdrawn.  Transport Minister Steven Norris lamented, “Awarding the franchise to Stagecoach was really taking the fight to the enemy -- It was the most aggressive decision we could take, and if we had tried to dress privatisation in its most acceptable form, it would have been better to award it to almost anyone else … We in the Conservative Party were very happy at the way rail privatisation was going – new investment, new ideas, new services … SWT instantly unwound all that. It was so obviously a grave error of judgement, so obviously to the disadvantage of passengers, and so clearly an act committed by a private company. It left a bad taste instantly in people’s mouths about SWT… the intelligent non-transport buff will remember SWT and it will take years to get SWT out of the political lexicon”. 

Stagecoach’s claims for a third franchise term are focused on (1) its new timetable, and (2) the introduction of a ‘£1 billion’ fleet of new trains.

The new timetable, from December 2004, has caused extensive disruption and disadvantages for passengers.   Its introduction was evidently aimed at sidestepping the effects of the Government’s performance regime through longer scheduled journey times, Stagecoach having paid more in penalties for delays and cancellations than any other rail franchise operator. Even the prime services are now significantly the slowest since steam. The fast hourly service from Southampton to Waterloo took 66 minutes in 1990 with one stop; it now takes 79 minutes with just three stops, an increase in journey time of almost 20%. This compares with the performance of Connex (dismissed by the Strategic Rail Authority) and Govia on the Brighton to Victoria fast services: 52 minutes in 1990 with one stop, and 52 minutes currently with two stops. The slowness of SWT’s services brings an added disbenefit of unproductive rolling stock deployment, whilst guards often feel it necessary to make explanatory announcements to weary commuters about long station dwell times, for example as much as 4 minutes at Winchester on ‘fast’ trains from London. Because of inflated schedules, some evening trains from Portsmouth to Waterloo and from Waterloo to Southampton are regularly shown on the live running facility on the National Rail website as expected to end their journeys around 10 minutes early.

SWT’s leaflet attempting to justify the much slower timetable stated, “A

timetable devised in 1967 no longer reflects the demands of 2004….Over

80 local authorities and passenger user groups across our network have been consulted and where possible their feedback has been acted on."  In fact, the pre-December 2004 timetable was nothing like the 1967 timetable, as SWT admits elsewhere in its literature: “The present timetable has evolved over many years and is designed to optimise the available capacity into Waterloo during peak periods”.  Nor was it true that user groups were consulted. In a letter to Dr Julian Lewis MP, former SWT Managing Director Andrew Haines wrote that, "It would be impossible for us to carry out detailed consultation on something as radical as a completely new timetable and our established consultation processes are with County and District councils, the Rail Passengers Committees and elected representatives such as MPs”. Yet, despite this purported impossibility, First Group has carried out just such a consultation in advance of its new Greater Western timetable from December 2006.
Although Stagecoach claims to have consulted MPs, it seems unlikely that it would have heeded their views. Some MPs with constituencies in the SWT area will, like long-distance commuters, have long memories. So their credibility needed to be publicly undermined. SWT’s e’motion magazine, a PR vehicle in copious supply to passengers, subtly puts MPs’ honesty on a level with that of petty thieves: “Counting the spoons:  As the voice of train passengers on SWT, it’s vital that we understand the issues that really matter to you so that we can protect your interests and ensure your views are strongly represented. The politician faced with a rail problem and little idea of how to deal with it cries, “We have to put our passengers first”. If they have no idea at all, “have” becomes “determined” [SWT grammar] and they shout even more. Isn’t there a saying “the louder they shout their innocence, the faster we count the spoons”?”

SWT continually trumpets its new train fleet as worth £1 billion, and  ‘Britain’s single largest order for new trains’. In fact the original order for the 785 carriages which SWT was to hire was worth £644 million. This was topped up to £1 billion by the long-term maintenance contract. However, 120 of these carriages were diverted to Euston and Northampton services, so the value of SWT’s new fleet is actually around £545 million – little more than half the figure of £1 billion which it claims. With only 665 carriages delivered, “single largest order” has no relevance for passengers; Govia both ordered and delivered 742 new carriages for their Southern franchise. 

Remarkably, the Department for Transport’s recent consultative document on the South Western franchise stated that, “SWT have recently completed the single largest order placed for new stock since privatisation (worth £1 billion)”. To round a few hundred million pounds  to the nearest billion appears to be outside normal government convention. This is surely a case of inaccurate lines from Stagecoach serving to contaminate a government publication. What chance of a fair franchise process when this can happen?

The commuting experience on SWT 

Despite such a slow timetable with so much slack time, train doors are often closed up to a minute (officially 30 seconds) before departure time. Platform staff just grin at running passengers who see the doors shut before their eyes, and bellow at them to stand clear. The passengers then stand and stare at the train until it moves away, again often before the official departure time. In many cases, the passengers arrive at the last minute because they are connecting off a late-running train. Practice at Southampton Central is to send off evening Bournemouth line stopping trains just as late-running commuter services arrive from London. The stopping train then stands at signals down the line for the train from London to overtake, while the passengers who needed to make the connection are stranded on the platform for half an hour. 

When services run late, stops are omitted and trains terminated short of destination at the drop of a hat. This makes the network very unsatisfactory for vulnerable passengers such as disabled people, and gives the lie to SWT’s claim to be a passenger-focused railway. If there is one characteristic which typifies SWT’s attitude to passengers, it is lack of empathy. At worst this is manifested in outright contempt.

When things go badly wrong, there is a very evident lack of frontline teamwork. Passengers are fobbed off with whatever line is convenient and often without regard for the truth. Typically, when they are thrown off trains they are told to alight for replacement services which are non-existent. 

Conclusion

What SWT’s regular users need and would like is an operator who treats them with respect and is open and truthful, not one which pursues its agenda of greed without regard for the truth. Genuinely good public relations, as opposed to SWT’s false façade, could bring positive advantages, such as constructive dialogue to ensure best value from public funds, and community involvement, for example in the care of smaller stations (in many cases sadly neglected by Stagecoach – for example, Redbridge is totally unstaffed with neither information screens nor operational help point), and passing on positive news to improve the perception of rail travel.  Members of our Group have always found Arriva, First and GNER, Stagecoach’s rival bidders, straightforward and open. 

The attached research paper, which is largely based on documentary evidence,  traces the history of the South Western franchises through the many voices of Ministers, MPs, the Monopolies and Mergers Commission, the Advertising Standards Authority, Employment Appeal Tribunals, disabled people, commuters and occasional travellers. So many people surely can’t be wrong and ethically-limited Stagecoach right.

Yours sincerely

Denis Fryer
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