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Introduction

1. [bookmark: _Hlk160010122]Rail Freight Group is pleased to respond to the Invest 2035: The UK’s Modern Industrial Strategy green paper.

2. RFG is the representative body for rail freight in the UK, and we campaign for a greater use of rail freight, to deliver environmental and economic benefits for the UK. We have over 130 member companies including train operators, end customers, ports and terminal operators, suppliers including locomotive and wagon companies and support services. 


Summary

3. Rail freight is a key element of the UK’s freight and logistics network.  Overall, rail freight moves around 10% of all surface freight transport, with particularly strengths in certain areas.  For example, around one quarter of all containerised trade moves to and from UK ports by rail, and 40% of construction aggregates reaches the south east by freight train.  Rail freight supports steel making, cement production, industrial chemicals and minerals as well as retailers, shippers and consumers, and has a significant role in supporting major infrastructure construction such as Hinkley Point and HS2.  Our members are already looking at the potential for rail freight to support new markets such as synthetic fuels, hydrogen and carbon capture and storage.

4. Despite its importance we understand that rail freight has not been seen as a key growth sector in its own right.  However, it is surprising that freight and logistics is not mentioned at all in the consultation whether by road, rail or other modes.  Any economic sector will rely on an efficient logistics network, and those sectors which rely on raw materials or are looking to a global export market even more so.  And whilst businesses have always been able to rely on the freight sector to deliver, there are fundamental challenges which need to be addressed.  For example, data from Logistics UK shows that the UK has fallen from 4th to 19th place in the World Bank Logistics Performance Index, citing poor productivity and infrastructure challenges as key contributing factors.  

5. Similarly, the consultation is silent on the supply of essential materials in particular mineral products, which are moved at scale by rail freight.  Products such as crushed rock and cement are vital for the delivery of the economy and of the identified growth sectors, yet there are structural challenges which will need to be addressed around decarbonisation and planning, as well as transport, and which will require action by government as well as industry.

6. We recognize that an Industrial Strategy cannot cover every business sector in the country, nor detail every action that government intends to take.  However, it could do more to identify the critical dependencies, and describe how different Government departments will be coordinated around the delivery of the industrial strategy.  For example, we do not see any link between the plans for rail reform within DfT and the delivery of this strategy at present.

Specific Questions

How should the UK government identify the most important subsectors for delivering our objectives?

7. We understand the rationale for focussing on those sectors with the highest potential for growth.  However, it is also important to consider the foundational sectors without which the growth sectors will not be able to achieve their ambitions.  None of the highlighted growth sectors will expand unless they are able to secure the raw materials they need, the infrastructure necessary for efficient transport links or the ability to reach export markets and domestic customers.  This is particularly true for advanced manufacturing and clean energy, but no sector is immune to it, even if only for building new facilities, or in having the green electricity they need.    We consider that there must be a much greater focus on these areas in the strategy itself.

8. The strategy might also focus more on the areas where government can play the greatest role in supporting growth.  For example, a greater use of rail freight can help businesses in key sectors decarbonise their supply chains, but this will only be possible with the right outcome for rail freight in rail reform.  Industrial decarbonisation through carbon capture and storage is also likely to require the right government policies, and can be supported by use of rail freight where pipeline transport is not available.

9. We also note the desire to create market dynamism to allow labour and capital to flow to growth driving sectors.  This could be a risk for foundational sectors which may not be growth driving in their own right but are still an essential part of the economy.  Care will need to be taken not to undermine these sectors, ensuing that they continue to have the policy support they need.  

How should the UK government account for emerging sectors and technologies for which conventional data sources are less appropriate?

10. Rail freight businesses are taking an active interest in a number of new sectors and technologies that provide opportunities for growth.  This includes carbon capture and storage, hydrogen production, synthetic fuels and electric arc steel.  At this stage, it is somewhat unclear how these new sectors will develop, and at what pace, and there is a key role for government in encouraging the market, including the enabling sectors throughout a period of uncertainty.  The development of sectors such as carbon capture can also support parts of the economy which today may be seen as lower growth, for example industrial manufacturing, cement production etc.  Carbon capture can allow these sectors to thrive in the UK, developing new decarbonised growth sectors.  Rail freight is keen to support these new markets as they develop. 

How should the UK government incorporate foundational sectors and value chains into this analysis?

11.  As outlined above, we believe the strategy needs to give a much greater focus on the sectors necessary for the growth sectors to thrive.  This includes freight and logistics, including rail freight and other modes, along with areas such as ports and warehousing and supply of raw materials, not only critical goods but day to day requirements that will be essential for success.  Although not every sector can be included in detail, it will be essential to ensure that cross government strategies are aligned behind this strategy and that actions taken support the foundational and high growth sectors.

12.  We believe that foundational sectors should be included in the strategy when they have an impact on the growth sectors, have growth potential themselves, are such significant dependencies that they need to succeed to allow the growth sectors to thrive, or where government action can help improve outcomes

What are the most important subsectors and technologies that the UK government should focus on and why?

13. We have no comment on the identified sectors and technologies.  However, we note that Advanced Manufacturing and Clean Energy sectors are most likely to need effective freight and logistics supply chains, albeit that all sectors will rely on them if only for construction of facilities and day to day goods.

What are the UK’s strengths and capabilities in these subsectors?

14. No comment

What are the key enablers and barriers to growth in these subsectors and how could the UK government address them?

15. The DfT freight council has identified a number of key barriers for freight and logistics including planning for freight, skills, energy and decarbonisation and infrastructure.  These areas will be critical for unlocking the growth sectors, and there must be greater alignment with this strategy and the work of the freight council.  The governments review of infrastructure projects should also focus on the needs of the freight and logistics sector, including rail freight, to support the industrial strategy.

What are the most significant barriers to investment? Do they vary across the growth-driving sectors? What evidence can you share to illustrate this?

16. Across our members, private businesses are keen to invest in rail freight and freight and logistics across the UK.  This includes inward investment into new facilities and equipment.  The barriers to investment that are often identified to us include;

a. Uncertainty over the future regulatory regime for the railways, and a lack of confidence in future rail capacity
b. The high costs of infrastructure including connections to the main networks
c. High electricity costs, and a lack of available power where needed, undermining efforts to decarbonise
d. Infrastructure capability gaps on some parts of the UK network particularly for intermodal transport.

17. Although rail freight is not an identified growth-driving sector, these barriers will make it harder for growth-driving sectors to use rail freight, and for them to create associated inward investment.  For example, floating offshore wind will need significant volumes of construction materials to be supplied, which could come by rail freight.  However, without the right investment in rail there is a danger that these products will simply be imported, damaging the UK economic benefits of the sector.  As such there needs to be greater alignment between the growth giving sectors and their transport needs.

Where you identified barriers in response to question 7 which relate to people and skills (including issues such as delivery of employment support, careers, and skills provision), what UK government policy solutions could best address these? What more could be done to achieve a step change in employer investment in training in the growth-driving sectors?

18. We note the DfT People and Skills workstream under the Freight Council is considering this area, and the cofounded Generation Logistics programme is supported by the industry.

Where you identified barriers in response to question 7 which relate to RDI and technology adoption and diffusion, what UK government policy solutions could best address these? What are the barriers to R&D commercialisation that the UK government should be considering?

19. In uncertain sectors such as new energies, the government will need to support business investment in new technology commercialization where it is unclear when and how the market will develop.  It is hard for companies to invest without certainty.  Pricing and support mechanisms will need to be considered, for example in new rail wagons for liquid hydrogen.

How can the UK government best use data to support the delivery of the industrial strategy?  What challenges or barriers to sharing or accessing data could the UK government remove to help improve business operations and decision-making?

20. Government needs to strike a balance between allowing the commercialisation of data as a driver of economic growth and investment, and providing an open data mindset to leverage productivity and data sharing.  Products such as the Rail Open Data Marketplace are working to achieve this balance in the railways and are making good progress including in rail freight.  This type of initiative needs to be encouraged.  

21. Government also needs to consider the systems and data available from its own networks, and how these can be improved to support growth sectors.  For example, many railway systems such as ‘TOPS’ are outdated and frustrate the ability of customers to see live running information, which will be essential for areas such as advanced manufacturing and clean energy. 

Where you identified barriers in response to question 7 which relate to planning, infrastructure, and transport, what UK government policy solutions could best address these in addition to existing reforms? How can this best support regional growth?

22. We have been pleased with the proposed amendments to the National Planning Policy Framework to include reference to freight and logistics; however, we believe further action is needed to ensure that planning authorities are better equipped to consider freight and logistics developments, that industrial land is protected and that existing locations are safeguarded including from inappropriate adjacent development.  This will be critical for the growth sectors which will require industrial land for their development.

23. As freight supply chains are national, indeed global, planning policy needs to be considered at regional level as well as local.  A rail freight terminal will remove HGVs across the trunk road network, and support customers across the country, but it can be hard for local planning regime to take these points into account when assessing applications in their area.  Current sub national transport bodies are playing an important role in cross regional assessment, but do not have planning powers.  Freight supply chains for growth sectors will need to be considered against the wider network, and not just at the local level.

How can investment into infrastructure support the industrial strategy? What can the UK government do to better support this and facilitate co-investment? How does this differ across infrastructure classes?

24. Our members are investing in infrastructure in their ports, terminals, warehouses etc, supporting rail freight growth.  This needs to be matched by consistent investment in core rail and road networks to support freight.  There needs to be mapping between the network demands of the new growth sectors and the existing capability and capacity, for example, carbon capture or hydrogen production could place demands on the existing network in locations which are not currently well served by rail.

25. Whilst we recognise the funding challenges currently faced, a sustained investment programme will help unlock the capability of the core network, giving private companies the confidence to invest.   This includes infrastructure to support decarbonisation such as rail electrification.

26. There also needs to be sustained investment to ensure that electric power is available at a local level to support new facilities and operations. 

What are the barriers to competitive industrial activity and increased electrification, beyond those set out in response to the UK government’s recent call for evidence on industrial electrification? What examples of international best practice to support businesses on energy, for example purchase power agreements, would you recommend to increase investment and growth?

27. Our members are keen to see more rail electrification, and improvements in power availability at a local level. Large scale logistics sites including rail require energy supply connections from the national grid to be able to develop as hoped. This is currently a constraint to increased rail freight operations. There should be a mapping of key growth clusters to identify where rail freight will need to be electrified to support these sectors.

Where you identified barriers in response to question 7 which relate to competition, what evidence can you share to illustrate their impact and what solutions could best address them?  How can regulatory and competition institutions best drive market dynamism to boost economic activity and growth?

28. We recognise the benefits of competition in driving growth.  In the rail sector, the Office of Rail and Road (ORR) has a key role in protecting private investment in rail freight, ensuring that access to the network is allocated fairly and equitably.  We understand that government plans to change the scope and remit of the ORR as part of its plans for rail reform and it is essential that any such changes do not undermine private investment in growth sectors and their supporting supply chains.

Do you have suggestions on where regulation can be reformed or introduced to encourage growth and innovation, including addressing any barriers you identified in question 7?

29. No further comment

What are the main factors that influence businesses’ investment decisions? Do these differ for the growth-driving sectors and based on the nature of the investment (for example buildings, machinery and equipment, vehicles, software, RDI, workforce skills) and types of firms (large, small, domestic, international, across different regions)?

30. No further comment

What are the main barriers faced by companies who are seeking finance to scale up in the UK or by investors who are seeking to deploy capital, and do those barriers vary for the growth-driving sectors? How can addressing these barriers enable more global players in the UK?  The UK government currently seeks to support growth through a range of financial instruments including grants, loans, guarantees and equity. Are there additional instruments of which you have experience in other jurisdictions, which could encourage strategic investment?

31. No comment

How can international partnerships (government-to-government or government-to-business) support the industrial strategy? Which international markets do you see as the greatest opportunity for the growth-driving sectors and how does it differ by sector?

32. Rail freight supports international trade providing effective routes to market for shippers.  However, there are weaknesses in the network which hamper rail’s ability to grow.  It is essential that the work to allow containers to be conveyed by rail across the Transpennine route is completed rapidly, unlocking trade opportunities from ports across the north of England, several of which are likely to be in growth sector clusters.  The route between the Channel Tunnel and London also hampers trade as it cannot convey standard containers.  Key schemes across the network can also help support trade and decarbonisation.  It is essential that any review of projects is aligned with the ambitions of this strategy.

Do you agree with this characterisation of clusters? Are there any additional characteristics of dimensions of cluster definition and strength we should consider, such as the difference between services clusters and manufacturing clusters?

33. We recognise the merits of clustered activities.  However, some growth sector investments may not easily fit into a single cluster.  For example, carbon capture and storage, if a priority sector, would be distributed around high energy intensity sites which are unlikely to move from their existing locations.  Other activities may cluster around ports, but at more than one location, for example offshore wind.  The strategy should be designed to work even if activity is more loosely clustered or geographically spread.

What public and private sector interventions are needed to make strategic industrial sites ‘investment-ready’? How should we determine which sites across the UK are most critical for unlocking this investment?

34. The consultation suggests that government will play a role in selecting sites for development.  We believe that it should place a strong emphasis on selecting sites which are, or can easily be, rail connected, allowing users to easily and affordably access rail services.  

How should the industrial strategy accelerate growth in city regions and clusters of growth sectors across the UK through local growth plans and other policy mechanisms?  How should the industrial strategy align with devolved government economic strategies and support the sectoral strengths of Scotland, Wales and Northern Ireland?

35. We recognise the benefits that can arise through greater devolution and local developments.  However, rail freight and logistics supply chains still need to be managed at a national level, and many businesses will also be linking their sites across the country.  This will require consistent approaches, for example to transport planning, to avoid complexity and fragmentation.

How can the Industrial Strategy Council best support the UK government to deliver and monitor the industrial strategy?  How should the Industrial Strategy Council interact with key non-government institutions and organisations?

36. The Industrial Strategy Council should help to ensure that different government departments, as well as regional bodies are aligned to deliver the strategy and acting to support both the growth and foundational sectors.  It is essential that freight and logistics is represented on the council given its importance to the growth sectors.

How can the UK government improve the interface between the Industrial Strategy Council and government, business, local leaders and trade unions?

37. No comment
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