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Measuring Railway Productivity in Ireland: 
A Reply 

H A R R Y M c G E E H A N 
Cdras Iompair Itireann 

arret t ' s (1995) c o m m e n t s r a i s e s e v e r a l i s s u e s w h i c h a r e r e a d i l y 
addressed. 

1. B a r r e t t suggests t h a t traffic un i t per staff member i s the s t a n d a r d one 
u s e d to m e a s u r e r a i l w a y labour productivity. T h e purpose of m y paper 
w a s to point out the inadequacies of any par t ia l approach compared to the 
more super ior approach w h i c h inc ludes a l l inputs a n d outputs. U s e of 
p a r t i a l methods i n the t ransport a r e a h a s v a r i o u s l y been described as 
"naive" (DeBorger , 1984) a n d "narrow i n focus" ( B e r e c h m a n , 1983). O n 
the other h a n d total factor productivity h a s been s tated to be "the most 
wide ly accepted m e a n s by w h i c h product iv i ty c a n be compared across 
f irms, over t ime or across firms over time" (Andriu l ia t i s , et al., 1986). 

2. B a r r e t t argues t h a t in ternat iona l d a t a involves "... no more r i s k s t h a n 
u s i n g a n y other data". Recent at tempts a t m e a s u r i n g r a i l product iv i ty 
across E u r o p e a n operators have been somewhat sobering. F o r example , 
N a s h (1985) concluded that: 

O n e of the themes of th i s paper h a s been to s t ress the diff iculties 
involved i n compar ing the efficiency of W e s t e r n E u r o p e a n R a i l w a y s . 
Nor is th i s s imply due to the inadequacies of publ i shed d a t a — a whole 
host of factors unique to the countries concerned i n t e r m s of economic 



geography, government i n t e r v e n t i o n a n d the competit ive posit ion 
influence the performance of the r a i l w a y concerned (p. 266). 

T h e i n a d e q u a c y of the d a t a a l luded to by N a s h suggests t h a t the 
d a t a w h i c h are publ i shed is p a r t i a l i n na ture a n d there i s a l a c k of s tan­
dard i sa t ion i n the var ious r a i l w a y accounts. I n part i cu lar , considerable 
problems a r i s e i n the m e a s u r e m e n t of depreciat ion a n d cap i ta l stock, 
interest charges, pensions a n d Social Insurance . 

I n pas s ing i t should be noted that whereas the E u r o p e a n Conference of 
M i n i s t e r s of T r a n s p o r t ( E C M T ) publ i sh data for r a i l w a y companies they 
do not, i n the reference c i ted by B a r r e t t , give a n y m e a s u r e of labour 
productivity nor advise on a method for i ts measurement . 

3. B a r r e t t c l a i m s t h a t cost targets set by the G o v e r n m e n t were "to reduce 
overa l l r a i l costs by close to one-fifth over five years , but the reduct ion 
a c h i e v e d w a s only 6 per cent". I t would appear t h a t B a r r e t t h a s now 
m o v e d a w a y from h i s o r i g i n a l product iv i ty m e a s u r e to one w h e r e 
product iv i ty i s m e a s u r e d i n t e r m s of G o v e r n m e n t targets for reduc ing 
costs. T w o points should be noted i n this context. F i r s t , the targets w h i c h 
w e r e set by G o v e r n m e n t i n 1983 referred specifically to mainline rail 
operations only. I n h i s book, w h i c h he refers to, B a r r e t t appl ied the 
G o v e r n m e n t targets to both m a i n l i n e operations a n d the H o w t h / B r a y 
s u b u r b a n sys tem. T h i s of course leads to a considerable degree of error 
regard ing targets a n d a c t u a l out-turn. U s i n g Barret t ' s own figures from 
T a b l e 55 (p. 119) a n d apply ing them to main l ine r a i l only would suggest 
t h a t cost reduct ions were 17 per cent a n d not 6 per cent. Second, the 
targe t subvent ion a n d cost cut t ing formulae were abandoned by the 
G o v e r n m e n t i n October 1988. 

4. B a r r e t t suggests t h a t m y "claimed" increase i n total factor productivity 
c a n be tes ted by reference to the cost d a t a of I r i s h R a i l publ i shed i n i t s 
A n n u a l R e p o r t s . A l t h o u g h t h e r e i s a decided difference i n cos t ing 
re sources be tween the accountancy a n d economics professions w h i c h 
B a r r e t t ignores , h i s use of a product ivi ty m e a s u r e as a subst i tute for 
m e a s u r i n g profitability is confusing. T h e total productivity method w h i c h 
I out l ined m e r e l y serves to under l ine how I r i s h r a i l w a y s have converted 
input s into outputs . I f I r i s h R a i l produced a homogeneous product i n a 
perfectly competitive environment t h e n higher productivity would l ead to 
h igher profitability (see Windle , etal., 1992). However, the m a r k e t i s not 
c h a r a c t e r i s e d by perfect competit ion, a n d h a s differentiated products 
w h i c h l e a d s to h i g h m a r k e t segmentat ion a n d price d i s c r i m i n a t i o n . 
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M a r k e t power, regu la tory controls ( s u c h as fare i n c r e a s e s ) a n d the 
m a r k e t s to serve are not part of the total factor productivity measure . 

B a r r e t t uses a p a r t i a l productivity approach to perform some financial 
calculat ions w h i c h leads h i m to the conclusion that m y "claimed" 77.4 per 
cent increase i n total r a i l w a y factor productivity between 1985 a n d 1992 
would have led to a profit of £30m for I r i s h R a i l . However , a s w a s shown 
i n m y paper, u s i n g Barre t t ' s p a r t i a l approach a n d apply ing i t over t ime 
suggests t h a t r a i l product ivi ty i n c r e a s e d by over 50 per cent be tween 
1985 a n d 1992. A s a consequence, B a r r e t t would no doubt agree w i t h h i s 
f inal s tatement (slightly amended) that "A partial productivity increase of 
t h i s m a g n i t u d e w o u l d h a v e been a cons iderable boost to the r a i l w a y 
finances but the evidence from the C I E accounts is t h a t i t d id not occur." 
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