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CHAPTER ONE 

INTRODUCTION AND BACKGROUND TO THE STUDY 

1.0 Introduction 

The Uganda Law Reform Commission “the Commission” is undertaking a 

study to review the Uganda Railways Corporation Act, Cap 331, with the 

view to making the law responsive to the current prevailing and dynamic 

needs of Uganda characterized by rapid economic, social and cultural 

developments.1 

The review of the URC Act, Cap.331 is intended to enable a robust socio-

economic investment climate that boosts Uganda’s market competitiveness 

by reducing the costs of doing business nationally, regionally and 

internationally. At the same time, it shall ensure cheap and timely 

movement of raw material of production within Uganda and across the East 

African region hence making Uganda an even more attractive alternative 

investment country destination. 

This discussion paper is intended to guide the study on the areas for review 

of the Uganda Railways Corporation Act, Cap. 331. The paper is further 

intended to highlight the legal issues, gaps and challenges that stifle 

implementation of operations under the Act and examining new emerging 

issues curtailing the implementation of the Act over the 27 year period since 

its enactment. 

1.2. Background to the Study 

1.2.1 The Origin of the Uganda Railways 

The construction of the Uganda Railways commenced in 1896 under the 

management of the British colonial government agent, Imperial British East 

Africa Company. The sole purpose for its construction was to link raw 

material production centres to markets by creating effective and efficient 

transportation of raw material out of Uganda and manufactured British 

goods into Uganda.  

According to statistics, out of the total of 1,266km rail network in Uganda, 

only 330km is operational. The Uganda railways transport system 

comprises 1,250Km of meter gauge track running from Malaba to Kampala 

(250Km), Kampala to Kasese (344Kms), Tororo to Pakwach (500km), 

Busoga loop line (144km) and spur lines to Jinja and Port Bell Ferry 

terminal (12Km).  

                                            
1 s. 10 of the Uganda Law Reform Commission Act, Cap 25 gives the Commission the mandate to among others review and 

reform the existing laws of Uganda to make the laws responsive to the changing needs of Ugandans. 
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Uganda’s present-day Railway Network Map 

 

1.2.2 Uganda Railways Corporation 

With the disintegration of the EAC, the EARHC became defunct leaving the 

former EAC member states manning their own railway system. The effect of 

the EAC breakup left Uganda with limited passenger coaches and no skills 

and facilities for repairs and maintenance of its railway assets and 

infrastructure. This situation coupled with the civil wars, contributed to 

accumulative steady decay and rot of the infrastructure and assets of the 

railway network between 1977 and 1990.  

The enactment of the Uganda Railways Corporation Act in 19922 repealed 

the Uganda Railways Corporation Decree of 1977. Governing provisions of 

the East African Railways Act were consolidated into the enacted URC Act 

and it established the Uganda Railways Corporation (URC) therein. This Act 

provides for the object and functions of the URC Board whose mandate is 

to construct, operate and maintain railway, marine and road services for the 

carriage of passengers and goods both in and outside Uganda. The Act 

also provides for the functions of URC, its policy and management 

                                            
2 The National Resistance Council in 1992 was the equivalent of the parliament of Uganda today. 
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structures; the finances of the corporation and its legal rights and 

obligations in relation to other persons. Uganda enacted the URC Act to 

provide for the establishment of the URC as an autonomous agency to 

handle the responsibilities related to railway transport both in Uganda and in 

the East African region. 

1.2.3 Uganda Railways Current Situation 

The transport sector is one of the most crucial sectors in Uganda since it 

directly or indirectly adds value in the productivity of every other sector. In 

2006, Uganda Railways Corporation developed a strategy to lease off the 

railway lines management to the Rift Valley Railways (RVR) for two 

decades, an effort to broaden and avail affordable transport, provide 

efficiency in road maintenance cost by introducing new axle load 

regulations, factoring in standards in railway safety and complying with 

environmental regulations. The takeover of the century-old line by RVR 

became necessary in order to restructure the railway to enhance its 

capacity for revenue generation.  

The Rift Valley Railways consortium acquired a 25-year concession to 

operate both of the Uganda and Kenya Railways stretching from the Port of 

Mombasa to Kampala in Uganda and touching major economic towns within 

the region; the service provided by RVR was mainly cargo transportation. A 

total of 818,520 tonnes was hauled in 2015 compared to 682,800 tonnes in 

2014 representing an increase of 19.9 percent and the relevance of the 

railway transport. The net tons by rail ferried through Port Bell decreased by 

66 percent in 2015.The railway transport system in Uganda also includes 

rail wagon ferry services on Lake Victoria connecting Port Bell and/or Jinja 

to rail networks in Tanzania at Mwanza and Kisumu in Kenya. The 

government of Uganda is at present in the process of constructing a 

Standard Gauge Railway (SGR) between Tororo –Pakwach and Kampala- 

Tororo and Malaba -Kampala. 

1.3. Statement of the problem 

1.3.1  Gaps in regulatory framework 

The URC Act did not foresee the management and regulatory policy for 

inclusion of other players in the railway transport. The Act is silent on the 

mandate, function and management of new actors in the railway business. 

At present, there exist new stakeholders within the railway transport service 

delivery like the Standard Gauge Rail Company, Kenya, South Sudan, DRC 

and Tanzania Railway Corporations framework under the Northern 

Economic Corridor which was not envisaged at the time the Act was 

enacted in 1992. This has resulted in overlapping mandate, functions and 

gaps in management and in turn has led to inefficiency in service delivery. 



5 

This study seeks to streamline mandates and functions of stakeholders 

within the railway transport service delivery sector. 

Secondly in an effort to mainstream management and institutional 

mandates of various government bodies, a cabinet directive on mergers3 of 

particular institutions has affected the transport sector. This merger has left 

a lacuna in administration, management, mandate/operations and policy 

affecting the rail transport. This study addresses matters of inclusion of 

players in the management and implementation of rail transport in Uganda.  

1.3.2  Ineffective penalties 

There have been no amendments to the URC Act, since its enactment 27 

years ago and this has rendered the penalty provisions under the URC Act 

obsolete. Most penalty provisions within URC Act are out of date and need 

to be reformed to make them commensurate with the current trends in 

society. The fines in the current URC Act are of no consequence because 

of their weak punitive effect and as such are not deterrent anymore. This 

study will review the penalties in the Act to ensure that they are deterrent. 

1.3.3  Safety management systems 

The need to put in place safety nets to include safety policy; governance 

and internal control arrangements; management, responsibility, 

accountability and authority; regulatory compliance; corrective action to 

ensure that the population is protected from unnecessary accidents as a 

result, rail collision cannot be underestimated. This study examines best 

practices from other countries and recommends legislative or non-

legislative measures to ensure safety of person and cargo within the locale 

of moving rail. 

1.3.4  Setting Standards 

The Uganda railway network was initially built with the sole purpose of 

ferrying Uganda raw material products to markets and manufactured goods 

into Uganda in the 1920s. They therefore do not meet the current 

competitive railway passenger and cargo standards. Uganda railway 

network was constructed following the railway safety principles and 

guidance under the British Health& Safety Executive HM Railway 

Inspectorate formed in 1840. The last full review and update took place in 

1950 after the construction of the last rail line under the Colonial 

government. To meet the changing demands of Uganda’s societal 

expectations, it is the objective of this reform to make proposals for the 

                                            
3 The cabinet directive to merge the Standard Gauge Rail Company to URC and under the leadership of the 

Ministry of Transport. 
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amendment of the URC Act to meet these safety standards of construction 

which are considered to be important for the safety of the railway.  

In addition, the EAC Northern Corridor Transport agreement necessitates 

for standards to be put in place for harmonization of the railway network 

system across all the countries’ boundaries for uniformity of services. 

1.3.5  Emerging Issues 

Uganda has been actively developing its railway network system in key 

strategic economic locations. The discovery of oil in the last years has 

dictated which areas get infrastructural development. Due to the heavy duty 

equipment required by oil explorations and drilling, the transportation of 

such goods by road has led to the quick dilapidation of roads and increased 

road maintenance cost. Best practices world over show that heavy duty 

cargos are best transported on rail transport system to avoid degradations 

of the road network system. As such, this study intends to inform policy on 

best axle loads for rail/road transport to create efficiency both in 

implementation and for future maintenance costs. 

1.4. Objective of the study 

The overall objective of the review is to make proposals to harmonize, 

modernize and improve the railway sector. Specifically, this review shall: - 

(i) examine legislation and regulatory framework governing railways to 

identify any gaps therein;  

(ii) establish avenues for public- private partnership and private sector 

participation and engagement and;  

(iii)  explore strategies for the management and administration of the 

railway transport. 

1.5. Justification for the study 

The Uganda Vision 2040 highlights the potentials of a transformed Uganda 

as a competitive middle-income status country with a per capita income of 

USD 9,500. To achieve this, Uganda needs to take deliberate and bold 

decisions to fast-track pro-development actions that can propel Uganda into 

this visualized transformation. The National Developments Plan I and II 

emphasizes a multi-discipline approach that fosters efficiency and 

effectiveness in application of factors of production to enhance 

competitiveness of Uganda by reducing the cost of doing business and 

foster socio-economic transformation to be adopted. In light of this, 

investing in a well-functioning rail transport system which is affordable and 

reliable would be a starting point for Uganda’s transformation agenda.  
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The Global Competitiveness Report 2012-2013 indicated that limited and 

non-functional infrastructure is one of the biggest challenges to the 

development of Uganda. The report noted that for factor-driven economies,4 

infrastructure is a critical pillar for competitiveness. In Uganda’s case, 

infrastructure development is the most limiting factor for productivity and 

competitiveness among the four basic requirements of competitiveness that 

ought to contribute over 60% of the total competitiveness factors, 

streamlining the railway sector could go a long way in addressing this 

challenge. 

In the 2017 Global Competitiveness Report ranked Uganda 114 out of 137 

economies assessed. This could partly be as a result of government 

concentrating largely on road transport improvements and development 

countrywide over the years and only in recent years has a financial focus 

and attention shifted to the rail transport as a meaningful complementing 

transport option capable of diving Uganda’s economy to the next positive 

level. A well thought-out legal framework that harmonizes and addresses 

the management/administration, mandate and policies governing the 

various actors in the rail transport is therefore crucial. 

Over the decades, Uganda’s economic and social structure has evolved 

(you can only decline back) with a steady growth of the population and 

improved economic activities. The effect of the growth has led to increased 

demand of the transport sector as a crosscutting sector impacting on 

development generally. This shift in the needs of Uganda’s society for an 

affordable transportation mode to address these changes merits attention. 

A report of the Standing Committee on Commissions, Statutory Authorities 

and State Enterprises (COSASE) in regard to the affairs and operations of 

the Uganda Railways Corporation5 observed that government must revisit 

its policies on URC. It further noted that “Privatization and liberalization has 

been a positive initiative in redirecting the rejuvenation of the national 

economy. The Committee recommended that the URC statute be revisited 

to terminate the myth that the URC can at all times operate commercially for 

a profit. The URC should continue as a social utility institution as it renders 

broader strategic objectives for the government and people of Uganda.”6 In 

light of this argument of inclusivity of all a reform of the URC Act would 

opportune inclusion of this view. 

By modernizing the URC Act, the Commission hopes that the URC will be 

better placed to execute its mandate and powers more effectively and 

efficiently. This would translate to a better regulated and managed railway 

sector that will play a significant role in enabling Uganda achieve her 

                                            
4GDP per capita less than USD 2,000 

5May 1997. 

6Ibid page 133. 
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development goals as clearly spelt out Vision 2040 and the Second 

National Development Plan (NDP II). 

1.6. Scope of the study 

The study is mainly focusing on the following issues: 

(a) railway regulator,  

(b) institutional and administrative structures,  

(c) safety and environmental issues,  

(d) expanding private sector participation,  

(e) regional railway integration, and  

(f) adopting international best practices. 
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CHAPTER TWO: METHODOLOGY 

2.1 Methodology 

This study will use the qualitative research method which is primarily 

exploratory research. This is because of the limited information available on 

railway service industry in Uganda and its highly specialized knowledge 

nature that has persons with knowledge and experience. This method will 

uncover trends in thought and opinions, and dive deeper into the problems 

and issues surrounding the railways service industry in Uganda. It will also 

provide insights into a problem of rail transport service delivery and help to 

develop ideas or hypotheses for potential quantitative research for the 

reform of the URC Act.  

2.1.1 Sample Selection 

The study population will comprise a range of stakeholders including: ……. 

and any other persons that may be deemed fit.  

This means that the respondents will be purposively sampled for the 

qualitative study. The use of purposive sampling will enable the selection of 

respondents who are more likely to provide the information. 

2.1.2 Data collection 

The qualitative data will be collected through documentary review, 

preliminary consultations, technical working group meetings, comparative 

study and a consensus building. 

a) documentary review  

This entailed a review of available literature relating to railways policy and 

legislation including the URC Act, the NDP II and Vision 2040, research 

reports, and government position papers, government manifestos, policy 

briefs, regional agreements and comparative analysis of legislations and 

policies of other jurisdictions’ railway sectors. The information gathered from 

these documents formed a basis for generating core issues for the review.  

b) Preliminary consultations 

The Commission conducted consultations with the agencies and institutions 

that are involved in the railways sector. The main consultations were 

undertaken with the URC which is the main implementer of the Act. 

Consultations were also conducted with the line ministry (Ministry of Works 

and Transportation) under which the URC falls and with the Standard 

Gauge Railway Company that has been merged to the URC. 
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The objective of these consultations was to contextualize the issues and 

challenges faced in the implementation of the URC Act in order to get a 

better understanding of the operations and administration of the railway 

industry. These consultations assisted the Commission in concretizing the 

issues for reform that are captured in this discussion paper. 

c) Technical Working Group Meetings  

The Commission has constituted a technical working group (TWG) 

comprised of stakeholders knowledgeable on the subject matter and or 

persons involved in the railway industry. The TWG will provide guidance 

during the study and provide technical expertise required to accomplish the 

objectives of the study. The task of the TWG will include participation in the 

review and discussion of the issues for review and making input in the 

reform proposals of the study. 

The composition of the TWG includes representatives from the following 

institutions: 

a) Uganda Railways Corporation,  
b) Ministry of Works and Transport,  
c) Standard Gauge Railways Project,  
d) Ministry of Justice and Constitutional Affairs,  
e) Office of the Prime Minister,  
f) National Planning Authority,  
g) Kampala City Council Authority,  
h) National Environmental Management Authority,  
i) Uganda Law Society,  
j) Private Sector Foundation,  
k) Uganda Revenue Authority,  
l) Ministry of Finance, Planning and Economic Development,  
m) Ministry of East African Community Affairs, 
n) Uganda Police Force, 
o) Justice Law and Order Sector, 
p) Parliamentary Committee on Physical Infrastructure, 
q) Uganda National Roads Authority, 
r) Ministry of Lands, Housing and Urban Planning, 
s) Ministry of Foreign Affairs,  
t) Uganda Manufacturers Association,  
u) Academicians,  
v) Association of Registered Engineers, and  
w) Ministry of Local Government. 

d) Comparative study  

Comparative studies will be undertaken in order to identify best practices 

and opportunities for improvement of the railway industry from the region 

and internationally. Among other issues drawn will include best practices 

from the legislative reforms that other countries have pursued to include; 

(a) clearly defining the role of government; as a regulator;  
(b) organizational restructuring of the rail services;  



11 

(c) possibilities of public private partnership and private sector 
participation;  

(d) possibilities of regional railway transport systems bloc integration 
frameworks that promote seamless services across borders to 
make proposals for the facilitation the EAC regional railway 
integration; 

(e) pricing of fares; 
(f) security and safety of passengers and cargo; 
(g) determining the appropriate regulator for railway systems;  
(h) establishing standards for railway traffic safety; and  
(i) establishing environmental protection standards and system. 

Comparative consultations will be undertaken in countries within the region 

like Ethiopia and Kenya; and from more developed countries like the United 

Kingdom and Singapore or China with modern railway management and 

legislation to draw best practices for institutional and regulatory reform for 

the railway sector in Uganda. 

e) Consensus building consultations 

The Commission will conduct wide consultations with stakeholders to get an 

in depth understanding on the issues for reform and build consensus on the 

proposals for reform. Individual meetings, focus group discussions, 

workshops are some of the forms the consultations will be held. 

1.8. Projected deliverables 

The study is expected to produce the following deliverables:- 

i) Concept Paper; 

ii) Discussion Paper;  

iii) A Study Report on the Review of the Uganda Railways Corporation 

Act, Cap. 331 with legislative and policy recommendations; and 

iv) Proposed Uganda Railways Corporation (Amendment) Bill. 
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CHAPTER THREE: REVIEW FINDINGS AND PROVISIONAL 

PROPOSALS 

This chapter presents recommendations for reform of the Uganda Railways 

Corporation Act, Cap. 331. The recommendations are premised on 

literature reviewed and the Key informant interviews conducted with 

implementers/players in the rail transport sector. The chapter is arranged 

according to different thematic areas as identified during the review.  

The Commission expects that the proposals presented herein will be 

enriched with further practical experiences and views from technocrats, 

implementers of the Uganda Railways Corporation Act, Cap. 331 and 

players in the management and regulation of railway transport in Uganda. 

3.1 Legislative and regulatory framework governing railways 

operations in Uganda 

3.1.2 Weak penalties and low fines in the URC Act 

It is vital to establish and investigate legal issues, gaps and challenges that 

stifle operations under the URC Act; as well as the issues curtailing the 

implementation of the Act over the 27 year period since its enactment. 

Over the decades, Uganda’s economic and social structure has evolved 

backed by steady growth of the population and improved economic 

activities. The effect of the growth has led to increased demand of the 

transport sector as a crosscutting sector impacting on development 

generally.  

This shift in the needs of Uganda’s society for an affordable transportation 

mode coupled with the passage of time during which the URC was dormant, 

the current URC Act has provisions that are obsolete and require reform for 

it to be relevant and effective. Since it enactment in 1992, no amendments 

have been made to align the URC Act to the changes of society 

economically and socially. 

In light of these, the reform of the URC Act would enable the URC to 

efficiently and effectively address any legislative and non-legislative 

measures necessary to address the gaps currently existing. 

Section 1(z) of the Act provides that Minister means the Minister 

responsible for railway transport. This provision is not very clear and may 

lead to misinterpretation. In Uganda, there is no Ministry that is only for 

railway transport; railway transport in Uganda falls under the Ministry for 

Transport and Works. 
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Section 3(a) provides that the objects of the Corporation are: the 

construction, operation and maintenance of railway, marine and road 

services both in and outside Uganda for the carriage of passengers and 

goods. However, the question that arises is whether road services are really 

the mandate of URC. It is important to note that road services in Uganda 

are a responsibility of UNRA and the Ministry of Works and Transport or 

District, Urban or Local authorities under the Ministry of Local Government 

for purposes of construction, operation and maintenance. 

Section 52(a) of the Act provides that no action or legal proceedings shall 

lie against URC without a 30 days’ notice. This provision is unconstitutional 

because of the requirement of equality for all before the law. 

Section 53 of the Act provides that no execution or attachment shall issue 

against URC or its property. This provision is likely to be challenged for 

being unconstitutional as it places URC in a privileged position. 

The above sections of the Act are against article 250 (1) of the Constitution 

of the Republic of Uganda. The article provides that ‘where a person has a 

claim against the Government, that claim may be enforced as a right by 

proceedings taken against the Government for that purpose. Article 250 (2) 

provides that Civil proceedings by or against the Government shall be 

instituted by or against the Attorney General; and all documents required to 

be served on the Government for the purpose of or in connection with those 

proceedings shall be served on the Attorney General. 

In the cases of Attorney General v. Osotraco Ltd7and Kenya Bus Service 

Ltd & another v. Minister for Transport & 2 others8court held that 

provisions that create limitations to proceedings against government are 

discriminatory and unconstitutional. In particular, the court in the Kenyan 

case held that section 13Aof the Government Proceedings Act which is 

mandatory requirement for the institution of suit against the government 

violates the provisions of the Article 48 of the Constitution of Kenya. 

Penalties and offences provided for in the law are not deterrent enough. 

Sections 80-86 of the Act provide for penalties for offences committed in the 

railway transport sector.  

It is important to note that there have been no amendments to URC Act, 

since its enactment 27 years ago and this has rendered the penalty 

provisions under the URC Act obsolete. A good law must have punishments 

that deter any offences prohibited therein. Unfortunately, this is not the case 

with the penalties for the offences under the URC Act due to their obsolete 

nature. 

                                            
7 CACA NO. 32 of 2002. 

8 [2012] KLR. 
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Other than the low fines and weak penalties, the Act has gaps that must be 

covered by the law through amendments for effective functioning and 

administration of railway sector in Uganda. Key to the gaps relate to third 

party or private party participation in railway business in Uganda.  

The findings from consultations conducted by the Commission indicate that 

URC Act is in need of amendment. Several respondents were of the view 

that provisions relating to penalties were obsolete and can no longer 

address the present socio economic circumstances of Uganda. The findings 

further indicate that there should be distinctions between the mandate of 

URC and UNRA in particular stating clearly which of these institutions has 

the mandate relating to road or railway services. 

A respondent stated, “to have an effective and efficient railway transport in 

Uganda we equally need a legal regime that provide clarity in administrative 

functions of the different players in this type of transport, without a strong 

legal backing, the intended railway transport will be dead on arrival because 

no serious private players will want to waste their resources in such a 

business. We therefore must get it right with the law first.” 

Another respondent stated,  

“we must carefully study the laws of countries where railway transport has 

been successful, only then shall we be able to avoid the likely petty fights of 

who should handle what mandates. For instance, how do they deal with 

private party participation in a sector like this? Likewise, penalties that are 

now obsolete that can no longer deter people from violation of certain codes 

of conduct or people who will water down the service should be expunged 

from the statue book. We therefore must study how the Germans, the 

British have managed to keep up to standard such system of transport for 

this long.” 

Analysis  

A review of URC Act indicates that there have been no amendments to the 

URC Act, since its enactment 27 years ago; as a result, it has hindered 

effective operation of the law. For instance, section 28 of the Act provides 

that the financial year of the URC is from January to December. This 

provision contradicts the government of Uganda financial year which is from 

July to June. This section plus others on low penalties and the provision 

against must be amended to ensure consistencies in the law. 

Specific attention must be paid to offences such as railway trespass, fare 

evasion (for instance attempting to travel on a railway without having 

previously paid the fare with intent to avoid payment thereof); assault of 

staff; criminal conduct on board (for instance unruly, drunken or violent 
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behaviour on board); damaging trains and endangering safety of rail users 

and drunkenness of passengers and employees. 

A respondent stated, “as it is now, the penalties in the Act are inadequate, 

none can deter any person from committing offences under sections 80-86 

of the Act. Actually there is need for overhaul and introducing new penalties 

in the Act.” In order to make the Act effective in prevention of crimes, URC 

Act should be amended to include deterrent penalties if crimes relating to 

railway transport are to be reduced. 

Recommendation 

a) It is recommended that section 1(z) of URC Act be amended for the 

word Minister to mean the Minister responsible for Works and 

Transport. 

b) It is recommended that the role of constructing, operating and 

maintaining railway and marine services should be maintained by 

URC and not by UNRA. 

c) It is recommended that the responsibility of constructing, 

operating and maintaining road services should be left to UNRA 

and the Ministry of Works and Transport or District, Urban or Local 

authorities under the Ministry of Local Government. 

d) It is recommended that sections 52(a) and 53 of the Act be repealed 

because it violates article 250 of the Constitution of the Republic of 

Uganda. 

e) It is recommended that the Act should be amended to provide for 

revised penalties in relation to offences in sections 80 to 86 of the 

Act with a purpose to make the offences deterrent.  

f) It is further recommended that relating to Railway trespass, fare 

evasion, assault of staff, damaging trains and endangering safety 

of rail users and intoxication or drunkenness of passengers and 

employees be included as new offences in the Act. 

g) The law should be amended to cater for private party participation. 

3. 1.3 Setting the regulatory framework 

The railway industry has always had high public sector involvement. In 

many countries, railways are owned and managed by the public sector. 

However, both publicly and privately owned railways have usually been 

subject to some government control, pricing, market entry and exit 

(obligations to keep lines open and services operating), financial structure, 
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accounting methods, vertical relations such as those between infrastructure 

and train operations, and operating rules.9 

Increasingly over the past 30 years, experts have questioned the heavy 

burden of economic regulation. Regulations that once protected national 

monopolies have been replaced in some countries by regulations that 

open access to infrastructure for third parties. These opposing trends 

are most apparent in the European Union (EU) where rail market 

liberalization has been accompanied by extensive regulation to establish a 

non discriminatory market. 

In principle, the best regulator is the market, which means that economic 

regulation should be used only to correct for market failures, for example, if 

competition is absent. Regulation should be used cautiously, as it can inflict 

unintended consequences on those it was designed to protect. For 

example, in many countries, regulated prices are set below cost. In the 

short term this appears to benefit customers but over the longer term 

railway assets and services will deteriorate because prices that are set at 

below cost-recovery will discourage or even prevent railway companies 

from making longer-term investments, and could even cause bankruptcies. 

Therefore, regulations that work against railways’ long-term financial 

sustainability will also eventually hurt customers.  

Railway reform may involve changes to railway ownership or management, 

institutional and organizational structures, and governance systems. These 

changes may require changes in the form of economic regulation. For 

example, the introduction of third-party access creates the need to regulate 

the conduct of infrastructure supply organizations. Economic regulation may 

also include the difficult task of maintaining and developing competition in 

the sector.  

i) Regulation for public interest  

Regulatory intervention is required if the public interest is expected to differ 

materially from the commercial interests of service providers which is 

usually private companies. This situation is often referred to as ‘market 

failure.’  

The public interest is compromised if the market fails to deliver on 

government objectives, such as national security, national cohesion or 

social policy objectives. It is then up to the government to set out what it 

requires the railways to do and to pay for the cost of doing so. These are 

essentially public sector obligations (PSOs).  

                                            
9 I. Kessides and R Willig, Restructuring regulation of the rail industry in the public interest, Policy Research 

Working Paper, (World Bank, 1995). 
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Aspects of public interest that must be considered in designing rail sector 

regulatory are as follows: 

a) Economic issues 

Most economic regulation in the railway sector is designed to address two 

issues: 

(i) monopoly, particularly natural monopoly; and  

(ii) managing industry inter-faces, usually at the point of separation 

between the natural monopoly and the rest of the industry.  

The most common form of market failure in railways arises from monopoly 

power. Railway companies may dominate certain markets and usually have 

a natural monopoly, at least for infrastructure.10 In the rail sector, it is rarely 

possible to create competition in infrastructure provision due to the 

economies of density required to sustain the business average cost 

declines as corridor volumes rise. Also, when inter modal competition and 

intra modal competition between railway undertakings are weak, regulation 

may be needed to protect the final customer and perhaps to ensure that all 

competitors or potential competitors have fair access to facilities owned by 

incumbents. Economic regulation should be designed to replicate a 

competitive environment to the extent possible. 

If there is third party access to infrastructure, regulation is needed to ensure 

equitable access among railway undertakings seeking to use the 

infrastructure, in particular to ensure that access rules and charges are not 

discriminatory. 

If there is third party access without vertical separation of infrastructure and 

operations, particularly strong regulations are needed to ensure that the 

vertically integrated railway does not discriminate against new entrants. 

Because vertical separation prevents the infrastructure supplier from having 

direct contact with customers, regulation may be needed to ensure that 

investments made by the infrastructure supplier reflect customer and 

government needs. Also, under vertical separation, infrastructure and train 

operations should be well coordinated and regulation can play a role in this.  

b) Safety and the environment 

Typically, the railway industry does not bear the full costs of accidents or 

environmental damage, so regulation is required to protect the public, 

employees, and the environment, as in other economic sectors. Otherwise, 

rail companies may neglect safety and environmental concerns, either for 

                                            
10 A natural monopoly is an entity whose average costs decline with output. 
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commercial reasons or simply because they lack awareness or competence 

in these areas.  

c) The need for common technical standards 

Railways have an incentive to develop and agree upon common technical 

standards because this facilitates interoperability among railway systems. 

Even railways that are not connected to other railways are interested in 

developing common technical standards so they can benefit from 

economies of scale in manufacturing. As a result, standards have been 

developed by the International Union of Railways (UIC), the Association of 

American Railroads (AAR), the Organization for Cooperation of Railways 

(OSJD)11 and others.  

Despite this, individual railway companies can lack incentives to develop 

and apply common technical standards; regulation can ensure that 

standards are established and met. 

ii) Forms of regulation 

a) Links among forms of regulation 

The different forms of regulations are linked. Safety and environmental 

requirements affect technical standards and all of these shape requirements 

for economic regulation because they influence competition in rail services 

and the commercial aspects of railway performance. Also, competition can 

affect the implementation of safety, environmental, and technical 

regulations. For example, in the EU, introducing open access has led to 

requirements for each country to establish a national safety authority and an 

accident investigation body (European Parliament and Council, 2004), and 

Technical Requirements for Interoperability.  

Regulations must be designed to take account of industry structure, since 

this determines what needs be regulated: the interfaces within the railway 

industry, such as ensuring fair competition among operators and 

appropriate access charges or the price to the end-consumers of services. 

International experience illustrates the link between structure and 

regulation. Most railways worldwide are vertically integrated and many have 

no automatic requirement to provide third-party access to other operators.  

The United States approach which has competing vertically integrated 

railways allows for light regulation of prices to end users. This approach 

may be replicable in Russia, China, and India, which are large enough for 

competing vertically integrated railways. However in smaller countries 

                                            
11 For Eastern Europe, the Former Soviet Union, China, North Korea, Mongolia and Vietnam. 
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competing vertically integrated railways would be uneconomic. Introducing 

competition within the smaller rail system would require third-party access, 

which would require more intrusive regulation than the regulation in the 

United States. 

The EU and Australia allow competing railway operators access to the 

railway infrastructure. Their experience is relevant to countries that have or 

are considering open access or limited third-party access. Open access 

allows competition to regulate the final market. Its disadvantage is that 

regulation is still required to ensure fair access to infrastructure and 

encourage competition among operators. Regulation of access charges is 

important in open access situations.12 

Example of open access in Europe and Australia  

a) The creation of national regulatory bodies (RBs) is required, 

independent from any infrastructure manager (IM), allocation or 

charging body or applicant (railway undertaking seeking railway 

capacity); 

b) The applicant must have a right of appeal against unfair discrimination; 

c) RBs must decide on any complaints and take remedial action; 

d) RBs must ensure the charges for access to infrastructure are non-

discriminatory and are set by the IM at a level that allows them to 

cover the direct cost of operating the service,13 including scarcity and 

environmental costs, with mark-ups allowed where the market can 

bear it; 

e) RBs must ensure that IMs are able to balance income and 

expenditure; member states must ensure RBs have the powers to 

obtain information that allows them to carry out their duties. 

 Duties of the economic regulator 

No single model is best for economic regulation of all railways. Regulation 

must be designed to achieve national transport sector objectives and take 

account of other aspects of railway reform, particularly industry structure 

and government policy on private sector participation. Also, regulation must 

consider the railway market which could range from a single user mineral 

railway to a network serving many freight customers and passengers 

whether competition exists, whether a new line will be built, and railway 

ownership. These considerations shape the objectives that discretionary 

regulation should be designed to achieve and these objectives become the 

duties of the regulator. Other practical considerations include any 
                                            
12 More details on the Australian approach may be found in the Case Study on the Australian Rail Track 

Corporation. 

13 This is generally interpreted to mean marginal cost. 
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experience of regulation in the country, the existing political culture, and the 

potential to recruit staff with the skills and abilities needed to run the 

regulatory body. 

The broad duties of the economic regulator or regulators should be 

enshrined in legislation. They may cover the following issues: 

a) regulating tariffs and services, if there is little or no competition; 
b) developing competition; 
c) ensuring non-discriminatory access; 
d) determining access charges; or 
e) ensuring infrastructure investment. 

b) Economic regulation across borders 

Railways are the most competitive transport mode for moving freight over 

long distances; hence, cross-border railways are of growing economic 

importance. Consequently, regulatory frame works need to meet national 

requirements and be sufficiently flexible to achieve compatibility across 

borders to operate or build new systems. In Europe, railways have 

developed along national lines so key concerns are interoperability and 

access, including access charges, problems that are common to cross-

border movements around the world.  

Access charges for cross-border movements in the EU 

In the EU, access charges for cross-borders movements have been 

debated extensively. National levels and structures of access charges vary 

widely among countries resulting in customer charges that are complex and 

unpredictable, and creating incentives for each country to act in its own 

interest by maximizing its revenue share from these services. Instead, some 

have argued that both the structure14 and level of access charges should be 

harmonized across Europe. However, this is impractical due to wide 

variations in national levels of state support for infrastructure. 

In developing countries, the solution to the sharing of revenue for cross-

border movements should be more straightforward. Governments should 

negotiate an international treaty, mirrored in an agreement among national 

railways that includes financial arrangements. The Southern Africa 

Development Community (SADC), for example, agreed on a “Protocol on 

Transport, Communications and Meteorology.”15 The chapter on rail 

included a requirement for “the establishment of regional railway costing 

principles, and a regional system for account settlement that provides for 

                                            
14 If one country charges by train-km whereas a bordering country charges by gross ton-km, the train makeup will 

not be optimized for either. 

15 Protocol on Transport, Communications and Meteorology, Chapter 7 on railways, (Southern Africa 

Development Community, 2008). http://www.sadc.int/in-dex/browse/page/162.  

http://www.sadc.int/in-dex/browse/page/162
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simplified payment procedures and account settlement procedures.” The 

best practice would be that revenue sharing should be based on cost. 

c) Safety regulation  

Rail industry incentives are inadequate to improve safety because railways 

do not bear all of the costs of accidents. Consequently, safety cannot be left 

entirely to the industry, particularly if the railways carry passengers. Safety 

regulations should not be too burdensome, so safety rules should be more 

relaxed on railway lines with little traffic or low speeds. Regulators should 

establish safety standards and railway companies should establish systems 

for implementing the standards.  

Regulators should then review, approve, and audit the system to ensure 

adherence. Appropriate regulations are more likely than in appropriate and 

illogical ones to be accepted by the industry and to be implemented without 

too much supervision. Safety regulation should not be intrusive and the 

regulator’s primary focus should be to ensure adequate processes are 

established to meet standards. Safety regulation could be ‘privatized’ 

through insurance requirements. For example, insurance company 

surveyors could conduct annual inspections, which would be a condition to 

obtain insurance, and insurance would be a condition to obtain a license to 

operate. 

Examples of safety regulation in the EU and South Africa 

In the EU, Safety Directive (2004/49)16 requires railway operators to 

maintain a safety management system (SMS) and hold a safety certificate 

or authorization indicating the safety regulator accepts the SMS. This 

directive is more detailed than earlier legislation as it now takes account of 

market opening and interoperability.  

The principles include: 

(i) railway companies are responsible for the safety of their portion of 

system;  

(ii) safety regulators are responsible for managing, regulating, and 

enforcing safety rules; and,  

(iii) national accident investigation bodies must be established and can be 

part of the safety regulator. South Africa adopted a similar approach. 

The Railway Safety Regulator (RSR), under the Department of 

Transport, oversees and promotes safe railway operations by 

supporting, monitoring and enforcing within an enabling regulatory 

framework.17 The RSR oversees railway safety in South Africa; train, 

                                            
16http://eur-lex.europa.eu/LexUriServ/LexUriS-erv.do?uri=OJ:L:2004:220:0016:0039:EN:PDF.  

17Source: RSR’s website -http://www.rsr.org.z/.  

http://eur-lex.europa.eu/LexUriServ/LexUriS-erv.do?uri=OJ:L:2004:220:0016:0039:EN:PDF
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station, and railway line operators remain responsible for 

implementation. 

d) Environmental regulation 

Most railway environmental regulation is based on cross-sector national 

legislation for environmental protection. Typically; rail-specific regulations 

cover three broad areas:  

a) Soil pollution, for example from engine lubricants, oil leakage 
from wagons, sewage from passenger trains, pesticides, and 
creosote from wooden sleepers; 

b) Noise from rolling stock, which can be a major concern in urban 
areas; or 

c) Local air pollution from diesel trains; pollution from freight (e.g., 
coal dust). 

The environmental regulation body may also undertake environmental 

impact assessments for new projects. Assessments could cover a range of 

issues, including the impact on human settlements, wildlife, and water 

resources. Environmental regulations are often standardized internationally. 

For example, a recent EU Directive (2004/26) aligns diesel locomotive 

emission limits with U.S. standards to help create a competitive global 

market for rolling stock. 

e) Technical regulation 

Technical regulations may be required to meet safety, environmental, or 

operational standards. A key form of technical regulation aims to ensure 

that track and wheels are compatible with each other on all lines. For 

example, EU directives on interoperability in use provide a degree of 

technical harmonization and procedural standardization. Often, technical 

regulation standards are set too high, which makes them uneconomic. 

Regulations should not be overly prescriptive national standards should not 

be misused to protect national industries, and all regulations should be 

evaluated for cost effectiveness, a task better performed by industry 

associations than by regulators.  

For example, in the U.S., the safety regulator, FRA, implemented legislation 

that forced the industry to adopt ‘positive train control’, a system designed 

to improve train safety. The regulator is convinced of operational 

advantages but the rail road industry disagrees and claims that the small 

benefits are far outweighed by high system costs.  

Similarly, the EU is convinced that a cab based signalling system European 

Railway Traffic Management System (ERTMS) is essential to create a 

seam-less European system and increase rail transport competitiveness. 
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However, some parts of the industry will incur major costs from ERTMS, 

which could actually reduce rail’s competitiveness.  

These examples demonstrate the risk of unintended outcomes when 

governments or national agencies determine technical regulations and set 

standards without understanding the industry’s pragmatic cost effective 

requirements. Regulators should avoid imposing standards, implementation 

methods, or time scales that are unrealistic or unaffordable. 

Often, industry associations develop voluntary standards, which reduces 

industry costs because effective design and standardization facilitates 

greater competition among suppliers. Voluntary standards developed by 

major industry associations are most effective when rail-specific national 

rules and standards align with inter-national standards. 

iii) Regulatory Instruments 

a) Legislation and regulatory instruments  

Regulatory instruments are tools to carry out regulation. Their mandate 

must be provided for in primary legislation, which should set out a general 

framework that includes overall policy objectives, criteria, and procedures 

for applying the instruments. Legislation should enable all desirable 

regulatory interventions. The simplest and most common regulatory 

instrument is rule based regulation, such as tariff control. In contrast; 

contracts have been introduced as railways have been commercialized and 

privatized. The most important of these are licenses and concessions or 

franchises. Licensing is a type of discretionary regulation that may cover 

economic, safety, and environmental issues. Concessions or franchises 

cover only economic issues.  

b) Licensing 

An operating license is essentially a contract between the regulator and the 

company; a regulator may exercise discretion in using its powers. As a 

contract, a license specifies obligations, risk allocation, and enforcement 

procedures. In particular, it specifies the rights and obligations of the 

licensee and gives it the right to operate. A licensed operator must comply 

with license conditions that indicate its suitability to operate the assets, 

taking account of its financial and management capacity, and agreed 

approaches to safety, environmental concerns, customer ser-vice 

obligations and information provision. The regulator and the railway 

company negotiate a license agreement that stipulates these license 

conditions. An example of such conditions for Network Rail, covering a wide 



24 

range of regulatory issues, is on the website for the British Office of Rail 

Regulation.18 

A license is a negotiated contract, which means that under most 

circumstances, changes can be introduced only by mutual agreement. 

However, regulators should have the authority to impose changes on any 

operators that disagree with the regulator’s proposals, and operators should 

have the right to appeal or refer to the competition body or other appeals 

bodies, requesting an investigation.  

Licensing could also be used with concessioning (or franchising) although 

the concessionaire may be exempt from certain license conditions if 

compliance with licensing conditions has been verified by the concessioning 

authority. Ideally, the license should be issued by an existing independent 

licensing body (possibly the regulator), not the concessioning authority. 

Concessionaires that fail to get a license for any reason normally should not 

be allowed to operate. A concession should be granted only after the 

regulator has issued a license, except if operations cannot start until new 

facilities are built. In that case, a concession agreement would be needed 

earlier than an operating license.  

However, using both licensing and concessioning has disadvantages 

because more than one governing body is needed, and many countries lack 

resources for this. 

d) Concessions 

Key elements of concessioning 

Concessioning differs from outright sale of the entire business and is 

commonly used to introduce competition for the right to serve the market, 

not competition within the market.19Normally, government retains 

infrastructure ownership and the concessionaire has the rights of use for the 

contract duration.20Concessioning is a form of regulation, but additional 

discretionary regulation may be required. Concession design depends on 

the rights that are being contracted for, which could range from the right to 

operate a few services, to the right to construct and operate an entire 

national or international railway.  

 

                                            

18http://www.rail-reg.gov.uk/server/show/nav.2159.  

19 J. A. Gomez-Ibanez, Regulating Infrastructure: Monopoly, Contracts and Discretion, (Cambridge, Mass. 

Harvard University Press, 2003). 

20 In the case of new infrastructure, ownership can either revert to the government at the end of the concession or 

can be transferred to government on commissioning with the concessionaire having permission to use the 
facilities. 

http://www.rail-reg.gov.uk/server/show/nav.2159
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The concession could be: 

 a negative concession (usually for loss making passenger services) 

where tariffs and services are normally regulated and the government 

pays the concessionaire;  

 a commercial concession operators pay government for operating 

rights, usually for freight, without rates or services regulations; or 

 a combination of these two. 

iv) Institutional issues 

Principles for sound regulation 

Key principles for determining how to regulate railways are as follows: 

(i) The regulator is independent of industry and government 

(ii) The regulator has clear legal authority and can extract industry 

information required to carry out its specified duties 

(iii) Transparency and openness prevail 

(iv) The regulator is accountable for action, inaction, and related costs 

(v) Regulatory decisions are consistent and predictable 

(vi) Simple regulatory design clarifies roles and responsibilities, which can 

help avoid misunderstandings and legal disputes. 

All aspects of regulatory activity should reflect these principles. 

The Uganda Railways Corporation Act21 establishes URC as a body 

corporate. The objects of the corporation are construction, operation and 

maintenance of railway, marine and road services both in and outside 

Uganda for the carriage of passengers and goods; and to carry on subject 

to the Act, activities as are conducive or incidental to the attainment of the 

afore mentioned object. The Act has several gaps and does not take into 

consideration alternative management and functions of railway sector. 

During consultations some respondents highlighted the need to see reform 

in the way the railway sector is being managed and regulated. They noted 

that railway transport in Uganda is managed by URC, under the URC Act; 

however, many recommended that railway transport in Uganda should have 

an independent regulator.  

The regulator is intended to set the rules of the game and administer these 

rules as a natural referee to enable long term development, by 

harmoniously balancing the interests of the consumers and the providers of 

services. It is important to note that institutional separation amongst 

                                            

21Cap. 331. 
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government, regulators and the industry enables independent decision 

making duly addressing the concerns of different stakeholders. 

In the UK, the law relating to railway transport regulation was reviewed. The 

review delivered several changes which included bringing regulation of all 

aspects of the rail industry such as safety, reliability and efficiency together 

under a single public regulator to streamline the regulatory system, reduce 

bureaucracy, and ensure that these issues are looked at as a whole and not 

in isolation from one another. 

The proposal was for a single regulator for the railway, dealing with safety, 

performance, cost and to ensure that the Government and rail users get 

what they have paid for; as well as ensuring that the rights of investors are 

protected. 

In particular the regulator would be expected to regulate Network Rail's 

stewardship of the national rail network; license or grant concessions to 

operators of railway assets; and approve track, station, light maintenance 

depot access.  

In addition to the proposed mandate of the regulator above, the UK 

independent regulator is also responsible for regulating access contracts 

and arbitrating between conflicting industry interests;  ensuring that the 

railway provides value for money for both the fare-payer and the taxpayer, 

taking into account safety, performance and cost; enforcing health and 

safety legislation in respect of the operational railway; investigating and 

making recommendations on performance problems and cost overruns; and 

licensing railway operators. 

In India, the Ministry of Railways proposed to set up a Rail Tariff Authority in 

January 2014. The National Transport Development Policy Committee 

report of 2014 recommended that a Rail Tariff Authority should be set up 

which would finally become the overall Rail Regulator encompassing other 

regulatory functions in addition to tariff. The Committee Report (2015) also 

recommended for the creation of a regulator for the rail industry.  

The Indian railway regulator is responsible for tariff determination; ensuring 

level playing field for all stakeholders and setting efficiency and 

performance standards. 

The findings indicate that the government needs to put in place a legal 

frame work that creates clear roles of railway transport players. Accordingly, 

there is need to have a policy maker at the top that should be the ministry 

responsible for transport, an independent regulator that will consider 

aspects of economic and safety regulations. It is recommended that 

economic regulations should involve among others reasonable access and 

fair pricing to train operators, market entry and exit, service levels, approve 
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tariffs and resolve commercial disputes, the provision of adequate, 

affordable and efficient rail infrastructure and services, investigate 

complaints and conduct market enquiries were necessary, promote equity 

of access to rail infrastructure and services, as well as to investment 

opportunities where relevant and promote investment in rail equipment, 

infrastructure and services. 

It is envisaged that safety regulation will pertain to safety of passengers and 

their goods. 

According to a respondent consulted on matters of management and 

regulations of railway transport, the regulator should be a private player and 

not a government body if the sector is to provide an effective transport 

services in Uganda. Another respondent however stated,  

“a public good such as transport should not just be left in the hands of a 

private players, otherwise it will become unaffordable for the public because 

private players´ aim is maximum profit. If the government decides that a 

regulator should be a private player, the other option would be government 

subsidizing fares for the public.” 

Another respondent stated, 

“my opinion is that URC should be given an independent status and given 

the mandate to regulate the industry. Part of its work should be licensing 

private players, safety regulations and complaint handling. This important 

role should not be given to a private player. The ministry responsible can 

play oversight role to ensure quality and putting in place proper and 

effective policy guidelines.” 

Analysis  

Review of available literature and responses from field consultations show 

that there is a trend and best practices that Uganda can follow or borrow in 

order to have an effective railway industry. Like India, the UK has reformed 

its legal framework giving regulatory mandate of railway transport to an 

independent regulator. Likewise, the World Bank toolkit to best practices in 

railway transport requires that there is an independent and transparent 

regulator that will take into account fair and equitable rules to ensure that 

interest of the public is taken into consideration. The findings also indicate 

that many respondents have genuine concerns relating to who the regulator 

should be with the majority preferring an independent government 

institution.  
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It is therefore fair to conclude that Uganda can adopt the UK practice by 

putting into place an independent regulator with the mandate as suggested 

above. 

Recommendations  

a) It is recommended that the Act be amended establishing a 

railway regulator charged with the mandate of among others 

developing railway transport in Uganda aligning it with best 

global railway transport practices, to achieve an inherently safe 

railway. 

b) It is recommended that the Act be amended mandating the 

regulator to manage the issue of private sector participation in 

the railway sector especially regulating competition and level of 

service provided to the economy, the Commission recommend 

that the regulator be URC. 

c) It is recommended that the railway regulatory authority enforces 

standards in the railway sector in particular matters relating to 

safety, complain handling and economic regulation. 

3.2 Encouraging private sector participation 

Most reform and restructuring efforts aim to increase railways commercial 

orientation and reduce government direction and support of the sector. 

Governments worldwide have reformed state railway departments and 

agencies in an effort to reduce costs, improve services, and realize more 

effective investments. Revitalizing rail transport takes fresh approaches and 

often requires large capital infusions. Encouraging private sector 

participation is a dual purpose strategy that seeks not only investors but 

also private sector operators, whose experience and skills can sharpen the 

commercial focus of railway enterprises.  

Private sector capital is typically more expensive than government 

financing, but the commercial discipline and expertise that comes with 

private sector participation can lead to increased railway productivity and 

efficiencies, ultimately leading to reduced financial risk and costs to the 

government.22 

The private sector has much to offer railway reform efforts, capital is more 

abundant in the private sector and investors recognize that railways can 

often offer opportunities for good returns. Private enterprises are driven by 

                                            
22Railway Reform: Toolkit for Improving Rail Sector Performance, Second Edition: Second Edition, September 

2017. 
https://ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202
017%2012%2027.pdf , accessed 3rd August 2019. 

https://ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202017%2012%2027.pdf
https://ppiaf.org/sites/ppiaf.org/files/documents/toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202017%2012%2027.pdf
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commercially oriented managers focusing on factors that affect profit and 

loss marketing, customer service, and controlling costs. These factors are 

not necessarily the focus of state managers.23 

It should noted however that private sector participation is not a panacea for 

reforming government run railways. Governments with an ineffective and 

costly rail sector have to decide whether to:  

(a) fix the railway first (corporatize, downsize staff, and make key in-

vestments); or  

(b) let the private sector carry out the fixes. Even before reform efforts 

begin, governments need to be prepared, by doing the following:  

a) Clarify their objectives, which might include the need to: 

Reduce or eliminate subsidies (reduce cost burden on treasury); seek relief 

from ongoing and deferred investment needs; and provide more and better 

services.  

b) Understand how these objectives might be achieved, for 

example: 

Improve productivity and efficiency; reduce services and close branches; 

and/or draw in private sector participation.  

c) Understand the political implications of required actions, which 

can include: 

Make large reductions in the workforce; reducing the scope of loss-making 

services hurting users of those services; introducing greater pricing 

flexibility; and restructuring within individual units.  

Whatever the approach, having a clear and well defined set of objectives; 

the why of reforms is a critical first step as it will guide strategic options for 

moving forward with private sector participation. 

i) Forms of private sector participation 

Private sector participation in railways can take many forms, as outlined 

below. 

a) Contracting and outsourcing  

                                            
23 ibid. 
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Enterprise rationalization through increased contracting and outsourcing 

should be part of most reform efforts, unless the reform is limited to a 

concession or full privatization. All railways, even state owned vertically 

integrated railways, commonly contract with the private sector for a range of 

services, from purchasing supplies (such as fuel or materials) to contracting 

for services (such as audit, accounting or overhauling traction motors). 

Reforms that expand contracting for services and materials can expand 

private sector participation and stimulate increased private investment. 

Many railway activities that were once considered ‘core’ to the railway entity 

can be outsourced to the private sector, depending upon the size of the 

economy and the railway. For example, railways may choose to outsource 

maintenance activities:  

 to gain economies of scale for specialized activities such as ballast 

production; 

 when a railway is not large enough to engage full time specialized 

equipment such services can be provided by a private supplier to more 

than one railway; 

 when the activity is highly specialized and requires expertise not 

normally employed by a single railway, such as rail flaw detection 

(RFD), verification of track geometry, and bridge rating; 

 when the maintenance activity is not core to the business of railway 

maintenance, such as station/building/depot maintenance and 

automotive maintenance of road vehicles.  

 when the cost of outsourcing maintenance activity is lower than the 

cost of providing this function internally. Other railway activities that 

can be outsourced includes simple activities like building repair, 

cleaning, catering, repairs to bridges and structures, workshop 

functions, and track renewals.24 Some railways have also outsourced 

on-board passenger services and ticket collection, in order to control 

fraud, improve services, and reduce the need for non-core 

investments.  

Many government owned and operated railways have historically included 

subsidiary entities that produce everything from ballast and sleepers to 

advertising and printing. Often these subsidiaries can be sold, raising 

capital needed for critical ‘core’ investments. Costs typically decline when 

services and materials are purchased through competitive bidding. During 

railway reform implementation, a crucial task is thus to identify true ‘core’ 

functions, and then to shed as many of the “non core” activities as possible. 

                                            
24 For example, India Railways outsourced catering; also see page Railway Reform: Toolkit for Improving Rail 

Sector Performance, Second Edition: Second Edition, September 2017. 

https://ppiaf.org/sites/ppiaf.org/files/documents/ 

toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202017%2012%2027.pdf, accessed 3rd 

August 2019, page 201.  

 

https://ppiaf.org/sites/ppiaf.org/files/documents/%20toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202017%2012%2027.pdf
https://ppiaf.org/sites/ppiaf.org/files/documents/%20toolkits/railways_toolkit/PDFs/RR%20Toolkit%20EN%20New%202017%2012%2027.pdf
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This reduces both annual maintenance cost and the capital requirements 

associated with the non core functions, while expanding private sector 

participation.  

When railways expand the share of non-core functions that they outsource, 

they need to both strengthen their procurement capacity and upgrade 

contracting and bidding practices. This may necessitate staff retraining 

programs. Railways sometimes balk at contracting out, citing ‘safety issues’ 

as an impediment and claiming that cost savings from contracting out will 

be cancelled out by increased supervision costs. However, global evidence 

confirms that when an appropriate Safety Management System is in place, 

it is safe and cost effective to contract many functions to private sector 

enterprises from signal maintenance to on board catering despite the need 

for increased staff to supervise contractors. 

Both rationalization of non core activities undertaken by subsidiary 

enterprises and increased contracting and outsourcing of core activities 

such as the running of trains should thus be considered as elements of 

railway reform. 

b) Service management contracts 

Frustrated with the cost and difficulty of reforming their state owned railway, 

governments frequently seek to solve the problem by outsourcing railway 

management to a private sector operator. This can be effective, but is 

fraught with difficulty. One of the greatest challenges has been designing 

contract incentives that reward attaining the performance the government 

wants to achieve, while ensuring that the condition of the physical assets 

improves.  

Governments may choose contract management because they cannot or 

are not able to face the difficult staffing and investment choices associated 

with greater private sector involvement. However, service management 

contracts often limit redundancies, prohibit significant reductions in service, 

or commit the government to renewal investments as part of the contract. 

Such contracts are typically short term. As a result, they do not involve 

significant private investment, becoming in effect “cost-plus” management 

contracts.  

Private sector management can go some way to help achieve efficient 

railway operations, but most service contracts limit management’s ability to 

make significant long term improvements. A more fundamental way to 

involve private sector operators and private capital is through longer term 

concession or franchising contracts.  
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c) Rail concessions and franchises  

Rail concessions and franchises are effective ways of increasing private 

sector participation. Concessions and franchises are simply contracts 

between a government owner and private parties for the provision of 

specified rail related services. The contracts can be for infrastructure, 

operations, or both. The terms “concession” and “franchise” are often used 

interchangeably, but may be interpreted differently in different jurisdictions. 

Here, concessions and franchises are distinguished by the length of the 

contract; a concession typically lasts longer than a franchise and requires a 

more significant investment commitment from the private sector. 

d) Private railways 

Railways are privately owned and operated in many countries. Outright 

privatization of a national rail network that was publically owned is 

uncommon, but several examples indicate that such sales can be effective 

in introducing private investment and management skills to the freight rail 

sector. In Canada, the formerly government owned Canadian National 

Railways (CNR) was created in 1918-23 through the merger of a number of 

bankrupt private railways that had been taken over by the Government. It 

was privatized in 1995 through a stock offering and has since become an 

example of commercial efficiency and effectiveness. 

In the United States, most railways had been privately owned. However, 

after a series of bankruptcies of large eastern railways, the federal 

government developed a mechanism to acquire and rehabilitate these 

railways. The newly government owned railways were merged into 

Consolidated Rail Corporation (Conrail), which operated as a state owned 

railway between 1976 and 1987. During that time, the government invested 

in improving the main line infrastructure, restructured operations, shed 

passenger services, sold non core holdings, and reduced employment. 

Eventually, Conrail became financially healthy enough to be privatized. It 

was sold through an initial public offering (IPO) in 1987.25 Privately owned 

US freight rail roads today are among the most efficient and profitable in the 

world. 

e) Other forms of private participation 

There are a number of possible forms of such private participation, including 

equipment ownership and leasing, infrastructure construction and 

maintenance, and private operation of trains equipment ownership and 

leasing reforms that permit or encourage private investors to purchase 

                                            
25See World Bank study by Eric Beshers on the bankruptcy, government takeover and eventual sale of several 

railways in the eastern US: http://www-wds.worldbank.org/ex-ternal/default/WDSContent-
Server/WDSP/IB/2000/03/23/000178830_ 9810190215474/Rendered/PDF/multi_page.pdf.   

http://www-wds.worldbank.org/ex-ternal/default/WDSContent-Server/WDSP/IB/2000/03/23/000178830_%209810190215474/Rendered/PDF/multi_page.pdf
http://www-wds.worldbank.org/ex-ternal/default/WDSContent-Server/WDSP/IB/2000/03/23/000178830_%209810190215474/Rendered/PDF/multi_page.pdf
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railway equipment and lease it to users can bring substantial private 

investment to the railway sector.  

In many markets, third party rolling stock companies own, maintain and 

lease equipment to railways. This is the case with much of the petroleum 

tank car fleet in North America. Another example is TTX, a rail wagon 

pooling company owned by a group of North American railways. In the UK, 

leasing of rolling stock is common for all of the passenger train operating 

companies. Rolling stock leasing brings to the sector the following benefits: 

 provides both railways and shippers flexibility in their management of 

wagons fleets;  

 reduce the capital requirements of operators who pay for use of over 

time; and 

 frees up the railway operator’s balance sheet, which can facilitate 

financing of other capital needs. 

ii) Public Private Partnership 

A public private partnership (often referred to as PPP, P3) in railways is a 

contractual arrangement between government and private investors to 

provide public rail infrastructure and/or services and to share the risks 

associated with those investments and/or operations in some way. Such 

arrangements include private ownership and/or operation of trains, but 

typically include financing and management of infrastructure and services. 

PPP arrangements differ from simple construction and service contracts in 

that PPP for railway transactions typically involve a contractually defined 

division of risk for provision of rail infrastructure or other investment for a 

public service. Government may participate in several ways:  

 transfer existing assets;  

 provide land;  

 finance part or all of initial investment in infrastructure; or 

 provide a revenue guarantee through a long-term contract. At the end 

of the contract, assets are transferred to government at a pre-

determined price. This toolkit provides case studies illustrating two 

possibilities for division of risks in development of high speed rail 

services, based on recent French experience. 

Government support for a PPP may include not only asset transfers, initial 

investment, and long term contracts for services, but often also forms of tax 

relief or tax related benefits. A typical PPP railway transaction would be the 

construction and operation of a rail extension or urban rail services to an 

airport. Government may provide land; a private operator would build the 

line and operate the service for the duration of the PPP arrangement, and 
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assume related risks. Revenue risks associated with passenger services 

could be mitigated by revenue available from land development rights for 

the private builders or through some direct revenue support from the 

government under specific conditions specified in the contract. 

Findings from consultations indicate that the private sector has much to 

support railway transport reform efforts because whereas government may 

not have intensive capital and human resource that may be required for the 

industry, private sector support can help in achieving a robust growth in the 

industry. 

Further findings from field consultation indicate that one of the greatest 

challenges with dealing with private sector participation is designing 

contract incentives that reward attaining the performance the government 

wants to achieve, while ensuring that the condition of the physical assets 

improve.  

A respondent stated, “the advantage of private participation is the fact that it 

comes with capital and human resource. Governments cannot afford the 

huge financial resource required for railway transport development. This is 

the reason why all over the developed world now, there is Public Private 

Partnerships (PPPs) which is enabling governments around the globe 

achieve huge infrastructural development such as roads, railways among 

others. Therefore, the difficult, land values which are notoriously difficult to 

estimate prior to development, and the value of access to land may no 

longer be a problem if private sector involvement is encouraged.” 

Recommendations  

a) The law should be amended so as to enhance and encourage 

private sector participation in the sector with the aim of reducing 

costs, improving services, and realizing more effective 

investments. This can be achieved through contracting and 

outsourcing; service management contracts; rail concessions 

and Public Private Partnerships. 

3.3 Management and administration of the railway transport. 

3.3.1 Alternative dispute resolution in railway transport 

The necessity and benefit of Alternative Dispute Resolution (ADR) entities 

for consumer issues is recognized today not only by consumer 

organizations, national authorities and European institutions, but 

increasingly in the business sector. There is no longer the need to elaborate 

on the qualities of ADR, allowing consumers to find a solution with a trader 

and avoiding court procedures. The preference for ADR even in railway and 
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air transport sectors is because of its rapidity, low costs, simplicity in 

operation.26 

Indeed, ADR bears advantages for all sides; for consumers: a chance to 

find a solution instead of giving up on a complaint they might have (entailing 

all the negative impact this has on the confidence of consumers) or going to 

court (entailing a lengthy and complicated process); for railways, being 

given the opportunity to demonstrate their interest in their customers’ 

concerns; for the enforcement authorities, being at the heart of citizens’ 

concerns as well as balancing business interests. 

Most complainants continue to be reluctant to engage in a long judicial 

procedure and would prefer a simpler process arbitrated by an objective 

third party. In order for consumers/complainants to exploit fully the potential 

of the internal market, ADR should be available for all types of domestic and 

cross-border disputes arising from railway operations.  

This will hopefully lead to more consumers asserting their rights before 

qualified and efficient ADR bodies to strengthen consumers’ confidence that 

complaining to sellers/railway service providers can lead to satisfactory 

outcomes. If a consumer’s initial claim is not handled satisfactorily, they can 

go to an ADR to resolve the matter without launching legal proceedings. 

Hopefully, railway transport sector will give consumers’ complaints proper 

consideration and demonstrate the industry’s willingness to find amicable 

solutions out of court. 

Like in most developed countries, URC should create a unit charged with 

the responsibility to investigate at its own initiative or on a compliant 

concerning refusal to transport a passenger, denied boarding, lost baggage, 

safety, security, contracts violation among others. In performance of this 

function, the URC or another authority of that nature should be given 

powers of court to handle complaints or disputes. 

During consultations conducted, a respondent stated thus; “the use of 

alternative dispute resolution is an important element in addressing conflicts 

in comparison with traditional method of litigation.”  

Another respondent stated that “complaints that are likely to be received will 

involve safety, or even contracts, in such circumstances it is through 

arbitration, mediation or reconciliation that might led to expedited solution.”  

A review of other jurisdictions that have put in place bodies to address 

issues relating to disputes in railway transport sector indicate that the use of 

alternative dispute resolution mechanisms has been promoted and 

                                            
26Alternative Dispute Resolution in the Passenger Right Sector, ECC-net joint project, 2012, Updates December, 

2017; https://www.europe-consommateurs.eu/fileadmin/user_upload/eu-
consommateurs/PDFs/publications/etudes_et_rapports/ADR-APR-2015-FINAL.pdf accessed 7th July, 2019.  

https://www.europe-consommateurs.eu/fileadmin/user_upload/eu-consommateurs/PDFs/publications/etudes_et_rapports/ADR-APR-2015-FINAL.pdf
https://www.europe-consommateurs.eu/fileadmin/user_upload/eu-consommateurs/PDFs/publications/etudes_et_rapports/ADR-APR-2015-FINAL.pdf
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specifically provided for under the enabling laws. For example, in Canada, 

the UK, Norway, Germany, Austria and all other European Union member 

states, have deliberately put in place strong ADR bodies to handle railway 

transport matters.27 

Clearly, the use of alternative dispute resolution mechanisms in resolving 

disputes can no longer be ignored, these mechanism offer alternatives to 

the traditional methods of litigation or adjudications that are often bogged 

down with backlog, language shock for victims and attract costs in hiring 

lawyers.  

A respondent noted as follows;  

“the use of ADR in addressing railway transport complaints must be 

promoted and encouraged mainly because ADR does not present a long 

judicial procedure and would be preferred as simpler process arbitrated by 

an objective third party.” 

Recommendation  

The law should specifically provide for the adoption and use of 

alternative dispute resolution mechanisms like arbitration, mediation, 

or negotiation in addressing complaints or disputes arising from 

operation of railway transport in Uganda. 

A tribunal like Uganda Communication Commission tribunal should be 

established with the jurisdiction to hear and determine all matters 

relating to railway transport services arising from decisions made by 

the URC or its agents. 

3.3.2 An accident and incident investigation body 

The URC Act does not contain provisions that provide for and regulate the 

investigation of railway accidents and incidents. Section 34 of the URC Act 

only makes reference to the power to enter land to prevent accidents by 

clearing obstructions or carrying out works to prevent the occurrence of 

accidents. 

34(1) The corporation, or any authorised employee 

may, for the purpose of preventing the occurrence of 

any accident, preserving the safe operation of any 

transport services provided by the corporation or 

repairing any damage caused by the accident enter 

upon any land— 

                                            

27Regulation (EC) No 1371/2007 of the European Parliament and of the Council of 23 October 2007 on rail 

passengers’ rights and obligations (OJ L 315, 3.12.2007, p. 14). 



37 

(a) to cut down or remove any tree or other 

obstruction, not being a building, which obscures 

the view of any fixed signal or which is likely to 

cause any obstruction or any danger to any such 

transport services; and 

(b) execute any other works necessary to prevent the 

occurrence of any accident or to repair any 

damage caused by any accident. 

The Uganda Railways Bill, 2007 contains provisions on accident 

investigations.28 The Bill contains clauses that provide for the procedures for 

accident investigations. The railway regulator conducts an investigation 

where an accident causes serious injury or loss of life.29 

The Chief Regulatory Officer creates an accident investigation committee to 

conduct an investigation into an accident that causes serious injury.30 The 

composition of the committee is provided for in clause 29(4).31 It states that 

where the Minister sees that there are grounds for an independent 

investigation of an accident, clause 29 (7) of the bill gives the Minister the 

power to appoint a qualified person to exercise the powers of the railway 

regulator and conduct the investigation. 

Clause 32 of the bill empowers the railway operator with the power to enter 

onto land to ensure the safe operation of railway services. Some of the 

activities envisaged here include laying, erecting or maintaining masts, 

poles, cables etc; removing of obstructions which obscures the view of a 

signal. The provisions of clause 32 are similar to those in section 34 of the 

URC Act.  

Part VI of Uganda Railways Bill, 2012 contains similar provisions as those 

in Part VI of the Railways Bill 2007. 

The Commission observed that the accident committee that may be 

established by the railway regulator under clause 30 (4) of the 2012 bill has 

representatives from several institutions. However, the clause is viewed as 

lacking in certain respects for example it does not mention the degree of 

independence required of the committee undertaking an investigation or the 

particular qualities, skills or training that the investigative team should 

possess. The Commission believes these provisions are inadequate to 

regulate the performance of investigations into railway accident. 

                                            
28 Part VI Accident Investigations. 

29 Clause 29 (2). 

30 Clause 29 (3). 

31 Membership of the committee includes, the railway regulator, the state owned company; the ministry 

responsible for labour, the ministry responsible for occupational safety; the national environmental management 
authority and the ministry responsible for justice.  
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During field consultations, several respondents were of the view that in 

order to achieve an effective and impartial investigation results by any 

institution, there is need for such investigation bodies or authority to be 

independent from interference of all kind. 

In the United Kingdom, investigation of accidents and serious incidents is 

the responsibility of the Air Accidents Investigation Branch (AAIB). The 

AAIB is totally independent of the safety regulator for aviation in the United 

Kingdom. In the UK air accident investigation has always been separate 

from safety regulation. The AAIB is part of the Department of Transport. 

The AAIB is funded by government and uses experts to support its 

investigations when necessary. The AAIB is functionally independent in 

particular of the national aviation authorities responsible for certification, 

licensing, flight operation, maintenance, air traffic control and, in general, of 

any other party whose interests could conflict with the task entrusted to the 

investigation body or entity.  

The sole objective of the investigation of an accident or incident under these 

regulations shall be the prevention of accidents and incidents. It shall not be 

the purpose of such an investigation to apportion blame or liability.32 

In the United Kingdom a railway accident may be the subject of an 

“investigation” under section 14(2) (a) of the Health and Safety at Work 

1974 Act which is normally carried out by the HSE under the direction of the 

HSC. 

The UK railways and transport safety act, 2003 established the Rail 

Accident Investigation Branch (RAIB) as the independent investigation body 

for UK’s railways.33 The creation of a specialist investigative branch followed 

the 5 October 1999 collision at Ladbroke Grove Junction in West London 

when a high speed passenger train collided with a multiple unit train 

travelling in the opposite direction. Three-one people died and 227 people 

were hospitalised.  

Following this accident and earlier incidents among the recommendations 

made to improving safety in the railway was the creation of a body that 

would be independent of all parties having an interest in the accident. This 

would also give greater transparency to the investigative process.  

The UK law had provisions that regulate accident investigations contained 

in the Health and Safety at work Act, 1974, which is carried out by the 

Health Service Executive under the direction of the Health and Safety 

Health Commission. Section 14(2) (a) of the Act states that the Commission 

                                            

32 Regulation 4 of the civil aviation (investigation of air accidents and incidents) regulations, 1996 

33 Section 3 (3). 
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may at any time direct the executive or authorize or any other person to 

investigate and make a special report on any matter to which this section 

applies. In the case of the rail industry this is an addition to a formal inquiry 

or formal investigation carried out under Group Standard GO/RT 3434/3, 

which replaced the British Rail Standard in June 1997. 

These provisions adequacy to carry out independent railway investigations 

by Her Majesty Railway Inspectorate (HMRI). However, following several 

rail accidents there were proposals for change to set up an independent 

body for the investigation of railway accidents and incidents, hence relieving 

the HMRI of this responsibility. The Association of Train Operating 

Companies proposed the creation of a Railway Accident Investigation 

Branch, which would be similar to the Air Accidents Investigation Branch 

and the Marine Accident Investigation Branch for The principal argument 

which was advanced in favour of this proposal was that of structural conflict: 

it was inappropriate for the safety regulator to carry out the function of 

investigation since it may be necessary to examine the decisions of the 

safety regulator itself.  

Further consultations indicate that respondents believe that independent 

activity of the investigating body would provide a positive check on the 

functions performed by the safety regulator. It is important to bear in mind 

that the reason for an accident may lie in flawed policy making or in failing 

in either setting or policing of safety standards.  

According to one respondent, “accident investigators must not feel 

constrained in considering such possibilities, must have the freedom to 

conclude and to report that shortcomings in the regulatory regime 

contributed to the cause of an accident, without independence, such 

conclusion will not be possible.”  

It is important to note that the investigation by the proposed accident 

investigation body is to concentrate on the root causes rather than to 

apportioning faults, and that the investigation process should not be 

distorted by questions of civil liability or criminal responsibility.  

The general approach taken by the AAIB and the MAIB in the UK, in 

particular regulation 4 of the Civil Aviation (Investigation of Air Accidents 

and Incidents) Regulations 1996 states:  

“the sole objective of the investigation of an accident shall 

be the prevention of accidents and incidents. It will not be 

the purpose of such investigation to apportion blame or 

liability”. 
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Section 7(5) of the Railways and Transport 2003 Act states 

that  

In performing a function in relation to an accident or incident, the 

RAIB (a) shall not consider or determine blame or liability, but (b) 

may determine and report on a cause of an accident or incident 

whether or not blame or liability is likely to be inferred from the 

determination or report.  

To safe guard the independence of the investigation processes the 

appointment of the accident and incident investigators should be the 

function of the Minister in responsible. The investigators will include a chief 

investigator of rail accidents and investigators of rail accidents. The law 

should provide for the functions and powers of the investigators. 

Recommendations 

(i) a rail accident investigative body should be created. This body 

could be named as a unit, branch, bureau or another other name 

appropriate. 

(ii) the objective of the investigations of accidents and incidents 

should be the prevention of accidents or incidents. It should not 

be the purpose of such investigations to apportion blame or 

liability. 

(iii) to safe guard its independence, the investigative body could be 

an independent branch whose vote allocated through the 

ministry of works and transport; or it could function under the 

ministry of works and transport as a railway investigative 

accident unit. 

(iv) the Minister in charge of railways should appoint the chief 

inspector of rail accidents inspectors of rail accidents and other 

the staff of the investigative body. The body shall report to the 

Minister. 

(iv)  RAIU will be responsible for: 

a) investigating the causes of railway accidents and incidents;  

b) identifying the factors that may lead to similar accidents or make 

the consequences worse;  

c) highlighting gaps in the railway industry’s safety measures 

revealed during investigations;  
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d) making recommendations to prevent accidents and incidents 

from happening again; 

e) increasing awareness of how railway accidents happen; and  

f) cooperating with other investigation organisations.  
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