Government

Industrial
Strateqy

Rail Sector Deal

- INDUSTRIAL
STRATEGY




Industrial Strateqy Rail Sector Deal

Foreword

The UK’s railways are critical to our country’s economic success,
as they have been since the age of Brunel. The Government is
determined to ensure our ratlways continue to be at the cutting
edge of global trends and build on the enterprise that invented,
innovated and advanced rail travel throughout the world.

The private sector has a significant

part to play - privatisation has reversed
decades of decline and heralded the
fastest expansion of our railways since
the Victorian era. This Sector Deal
looks to build on the strong partnership
working between the rail sector and the
government to exploit the opportunities
of new technologies, improve the
efficient use of our rail network
capacity and enhance the experience of
the passengers who use our railways,
by improving the service they receive

This Deal comes at a critical time fcv
the sector, with a huge increasr:)." rail
use in recent years. In the ios. 25 years
passenger numbers have 110 2 than
doubled. Since privatica‘io,, the volume
of freight moved by 10 fas increased
by almost a third so *he railway now
carries £30bn of yoods annually.

That growth has had consequences:
today much of the network is

bursting at the seams. To address

this, the government is investing in
infrastructure, including through
transformative national projects like
HS2, which will become the backbone
of our country’s rail network, serving
around 300,000 people each day.

More than £48bn will be sr.ent over
the next five years on ma'neairiing
and upgrading the ev:ztin() "etwork
to boost performe:i~e ar d sustain
growth, increasing r:/'ability and
punctuality for passengers.

We are determined to make the most of
this re~c-d »avestment for all those who
use our 113ilways. That is why we have
est>hlished the Rail Review, led by Keith
\Viliiams, which will scrutinise the whole
¢<“ructure of the rail industry. Through
this Sector Deal the rail industry and
the government will collaborate to
ensure the sector delivers today's
priorities and can respond to the
review's recommendations.

Delivering the benefits of new digital
rail technology is at the heart of this
Rail Sector Deal. The UK is at the
forefront of many aspects of applying
digital technology to rail, and continued
investment will help the UK become

a world leader in rail technology,
boosting exports and skills. It is also

a great opportunity to excite young
people with digitally innovative careers
that will shape the future of travel.



The mutual commitments between
the rail industry and the government
set out in this document will allow
more trains to run per hour by running
trains closer together; deliver more
frequent services and more seats, and
cut delays by getting trains moving
more quickly after disruption. The
Sector Deal will enable companies to
drive innovation, invest in research and
development, upskill the workforce
and look beyond the UK to export
markets worldwide. This Deal provides
certainty for the industry with

clarity and involvement in shaping
investment in our railways for the first
time and, through this collaboratior:
between government and businesses
it will provide better railways for

the country’s rail customers.

L6 —

Rt Hon Chris Grayling MP
Secretary of State for Transport

oy O

"t Yon Greg Clark MP

S-cretary of State for Business,
Energy and Industrial Strategy

Gordon Wakeford

Chief Executive Officer, Siemens
Mobility UK and Chair, Rail
Supply Group Council
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Executive Summary

The Rail Sector Deal sets out a new approach to the rail
industry and the government working in partnership to
transform the rail sector by taking actions to increase the use
of digital technology, boost productivity, improve the service
received by those who use our railways and build the skills

The delivery of this Sector Deal will
equip the railway for its strategic
role as a driver of economic growth
and to provide a positive experience
for passengers and freight users
through this century and beyond.

of the UK workforce to capitalise on these opportunitiesz

Railways in the UK form the backbone
of a low carbon system of transport
infrastructure that is currently
experiencing the greatest wave of
investment since Victorian times. New

technology is being embrace
rail usage is achieving unp
levels, both in terms o

freight. This is demQr\'

number of deleggt\MNYom across
the world who o learn how the
railway works in the UK. However, this

is not a time for the rail industry to be
complacent - there is great potential to
do more and make the railway an even
greater global success story and to

provide world class service to rail users.

Much of the UK rail network is either
near, or at capacity, and during

peak periods the service available

to passengers needs to improve.

There is currently not apacity

to enable freight gro least
environmentally %g way of
moving large volmof goods long
distances, and e existing signalling
is close to &reating reliability
probl .\ xddition, the rail industry
still has\y ®nhg way to go to improve

cw&s]i >~ Combined with this is a need
rade technical, particularly

%tal, skills across the sector.

infrastructure is being commissioneg}
new trains are being procured, di

This Sector Deal will deliver
improvements in three areas:

(24

The passenger experience - the
deal will drive greater capacity on the
railways and increase data sharing,
serving to increase the services
available to passengers and enhance
how they plan their journeys.

»»

The economy - a well-functioning
railway is a driver of economic
growth as it allows people to travel
more widely for work, makes more
effective use of our existing network's
capacity and moves goods between
suppliers, manufacturers and
customers reliably and efficiently.



>

The rail industry supply chain - tt(e](/b
UK's already highly competitive suppl
chain will become even more fo{uded,
efficient, productive and copR
investment in skills, stoc
equipment, as a res

confidence in the pi
fewer risks at’g

Digital tec s at the centre of
this Sectsq e - digital signalling
and traffic management systems

are the core components for
resolving the capacity problems on
the current network. Through an
innovative process of early contractor
involvement, Digital Railway - part of
Network Rail - has engaged industry
and brought their expertise to the
design phase of the specifications.

of work and
investments.

T>e government and industry will
work together to set out a clear

plan for digital signalling and traffic
management interventions, which

will enable industry to invest in the
necessary skills and resources to
deliver passenger and freight capacity
and reliability for the long-term.

The adoption of innovation and
the uptake of ideas is key to the
success of British industry and the
railway is no different. The sector
and the government have worked
together to determine where the
UK strengths are, or could be,

just as the Industrial Strategy has
in its four Grand Challenges.
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Advanced control systems, energy
management, high value rolling stock
systems, whole life asset optimisation,
through life management and
enhancing the customer experience are
all areas of UK strength or potential.
The supportive infrastructure for
successful innovation has improved and
the Rail Sector Deal will look to expand
the space for innovation. Research and
Development (R&D) spend is also rising,
supported by the Industrial Strategy
commitment to raise investment to

2.4 per cent of GDP. Network Rail will
invest £245m in R&D over the next
budgeting period, Control Period 6
(CP6), which runs from 2019-24.

The challenges are clear, but as the
adoption of new digital technologies
accelerates and new investment
increases, there is an opportunity to
present the railway to a new generation
of potential employees as the dynami{,

attractive, futuristic industry that i &
Formal institutions like the Natj

College for High Speed Ra
National Skills Academy fcé and the
National Training Ac or Rail are
complemented by QS

of rail facultiesd higher education
and further eduC™ion sectors. The
uptake of apprenticeships is proceeding
well towards target of 20,000

apprenticeships by 2020 set out in
the Rail Sector Skills Delivery Plan.

ing numbers

The Rail Sector Deal includes a
midlands pilot of shared apprenticeships
and schools engagement, which will
encourage SME involvement in shaping
skills requirements and delivering the
message of rail as a dynamic career
choice for a new generation of learners.

For rail to achieve its full potential,
investment in infrastructure is crucial.
The settlement for CP6 is an indication
of the government's confi%e in the
industry. Early engage h the
supply chain will pro mm with the
confidence to inv e necessary
capacity to carryﬁl@ projects through
successfully a t @ manageable
cost, inclugq encouraging new
entra he sector. Delivering
the D% ailway is central to the

Ims of the sector and the

nment and, as part of the Rail

('llctor Deal, industry has committed

to delivering digital control systems
at a lower whole life cost relative to
conventional solutions. To further
boost the visibility of the opportunities,
the government, in partnership with
industry, will agree a mechanism for
ensuring industry is engaged in the
development and delivery of projects
in CP6, and will also develop new
procurement approaches involving
major clients such as Network Rail
and HS2 Ltd to improve engagement
with the supply chain and small and
medium sized enterprises (SMES).



The Rail Sector Deal recognises the
value brought by local solutions to
local challenges. The Midlands Engine
and the midlands rail cluster are at

the heart of the rail industry and will
pilot a rail data platform, providing a
complete picture of rail user experience,
needs and appetite; a programme
supporting high potential SMEs in

the supply chain to get to the next
level, and a skills programme on
shared apprenticeships and schools
engagement. The lessons learned from
this process will enable industry and
the government to roll out a tested
programme elsewhere in the UK.

* INDUSTRIAL
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The Rail Sector Deal will strengthen the
partnership between the rail industry
and the government at a time when an
effective, efficient and forward-looking
industry will increasingly drive economic
growth in the UK. The enhancements

to how the rail industry delivers for

our economy will bring greater value

for money for the taxpayer, better
services for passengers and freight

users and the opporienity to grow
and export for th sQpply chain.

‘19
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Rail Sector Deal Key
Commitments

Ideas

Sharing rail industry data widely across transport modes and infrastructure
systems will bring new entrants to the rail market and enable the development of
innovative customer-focused products, which will enhance passenger gxperience.

Industry action to support Government actio”. *o
the rail sector support the rail s>cter
» Establishment of a platform for » Promotion of fthe r¥le of ‘Platform
securely sharing rail industry data. Sponsor’, g closely with
industrys ers and new
he market.

entr&S
People (b

Development and implementation of an I:(cl(ation and People Strategy will
strengthen industry'’s leadership ang&UoXal rail skills, and will improve promotion
of the rail sector as a great place@o k, attracting talented individuals

to ensure a capable and adapt% orkforce, now and in the future.

Industry action to supvort Government action to
the rail sector support the rail sector

» Develop and(I\P™ment a long- » Provide guidance and support,
term Educatio™and People to ensure the Education and
Strategy by refreshing the Rail People Strategy builds on
Sector Skills Delivery Plan. the Transport Infrastructure

Skills Strategy and Transport
Infrastructure Efficiency Strateqgy.



y the rail Control Periods,

ore detailed plans and longer-
ater certainty to the rail supply sector.
ting the sector to deliver significant
signalling, which will increase capacity

and improve passenger experience.

Network Rail and HSZ2 Ltd will producl
term ‘roadmaps’ to provide ev
This will drive productivity,
reductions in the cost of
and reliability of the

Infrastructure (b,
Building on the 5-year certainty pr%

Industry a<*won to support Government action to

the rail s<~o support the rail sector

» By the - of 2025, industry will » Produce a detailed 5-year plan
achieve a whole industry whole and longer-term roadmap of
system unit cost that is significantly Digital Railway interventions
lower than current UK conventional with a more certain, sustainable
infrastructure only costs (equivalent investment profile.

to European Benchmark Costs).

wyeR .-’.iiill.ili” g

PO

]
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Business Environment

Building on the publication of the Rail Network Enhancement Pipeline guidance,
which sets out how industry can support and influence CP6 delivery plans, the
government will agree a mechanism to ensure more active involvement in the
development of CP6 renewals plans. This will provide even greater confidence
to the rail supply sector to invest in people, skills and research & development.

Industry action to support Government action to
the rail sector support the rail sector

» Improved export performance » To agree a mechanism f@
- doubling by 2025, through: ensuring the industr (sIé ely
- A UK rail supply chain engaged in the de\% nt of
capability map to identify Control Pgrlod (q( plaqs,
strengths and weaknesses. gnd ensurmg@;\t dustry is an
integral pact€ Jhe development
- An analysis of overseas and dep nt of longer-term

opportunities, barriers and to provide il
local market rail sector overviews.

ent opportunities.

P Axamse how public sector
- An export mentoring and %nisations could better support
secondment programme. rail exporters and provide
» Development of a productivity ongoing access to government
plan to support the Transport decision making through an
Infrastructure Efficiency Str@ exports consultation group.

\
.s‘@b

&\
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Places

To have prosperous places throughout the UK. By increasing the growth

of SMEs and apprenticeships, we will improve awareness of opportunities,
increase the quality and quantity of applications for apprenticeships and
improve knowledge and image of the sector with young people, and enhance
the Midlands Engine as a world class rail hub and centre of excellence.

Industry action to support the rail sector

Implement a ‘shared apprenticeship’ programme and a schpols
engagement programme, starting with a pilot in the mi?il to deliver:

» Increase in number of SMEs recruiting apprentices. Q
» Increase in number of apprenticeships offered. (1/
» Increased impact and co-ordination of regional s@ol engagement activities.

Q
O
%5
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Ideas

It is over two hundred years since the world’s first fare
paying passenger railway service ran on the Swansea and
Mumbles Railway. The simple idea to run passenger services
on a freight line for the first time is something that is taken
for granted today, but innovative ideas like these have been
at the cornerstone of the railway’s evolution ever since.

The railway must continue to draw
on the UK's position as a global
leader in science and research. The
UK performs well in measures of
research excellence and is home to
four of the top ten universities in the
world'. Today, these new ideas are
needed more than ever. We must
drive a step-change in the way we use
R&D to embrace new technologies,
pushing the boundaries of how we
apply new knowledge to address the
key challenges we face as a societ

R&D is an integral part of deli @g
the UK's Industrial Strategbe
government wants th e the
world's most innovatb%nomy
and through the | Strategy
has committe hing the target
of 2.4% of GDP inYestment in R&D
by 20272. Total R&D expenditure in
the UK in 2016 represented 1.67% of

GDP, below the European Union (EU-
28) provisional estimate of 2.03%?°.

Reaching this target will enhance the
UK's ability to thrive globally and build
a strong, prosperous economy. The
rail sector should be at the forefront
of achieving this and this Sector Deal

contains measures to ensure it can be.

12

Raising the intensit %
research and devmllnt and
Innovation (RD K Rail
Industry is alre dmlementing
new RD&I th programmes

suchast p Tube Upgrade

Progr o deliver new state of
the art nYlling stock, and the Digital

Fﬁhay Programme. We are also
(’tﬁ' g new standards of excellence
i

ow we capture and explore new
ideas, investing in programmes
like Crossrail's Innovatel18, and
collaborating across industry to share
methods, techniques and products.

The success of these programmes is
dependent on the industry’s ability to
create conditions where innovation
can flourish. This means building core
strengths and supporting in areas
where it can really compete globally.

Based on rigorous analysis**> the Rail
Supply Group (RSG) strategy ‘Fast

track to the future', published in 2016,
identified five key areas of technology
where the UK has the potential to be a
world leader: advanced control; energy
management; high value rolling stock
systems; whole life asset optimisation
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and through life management; and Plan®, which have allowed the network
customer experience. Supporting to develop in a coherent manner with
suppliers of all sizes to innovate will the consistency of direction providing
enable the sector to improve rail the supply chain with confidence
technology and innovation in the UK. to invest in innovative solutions.

A key strategic enabler has been the
Rail Technical Strategy’ and the

accompanying Capability Development (1/@

EAST MIDLANDS PILOT: 0) n
INSTRUCTION SHEET (b sucsnacr manzan
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As a result of the RSG's sector strategy,
we have seen further improvements

in the UK rail innovation ecosystem.
For instance, the formation of the
Innovation Leadership Group (ILG),
which is creating the environment

to enable an increase in the uptake

of innovation in the industry. Under
ILG's leadership we have seen:

»»

Cross-industry assessment of the UK
rail industry’s innovation capability,
identifying areas of good practice and
those requiring further attention, with

subsequent action plans developed.

> >

Identification of good practice in
procurement to support the uptake
of innovation, which is starting to
be utilised by UK rail procurers.

»»

On-going assessments of innovation
capability at the organisational level,
which has resulted in organjsational

developments that have rated
the uptake of innovaEE‘i/
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The Innovation Capability Maturity Model

Developed by the Rail Safety and Standards Board (RSSB), this is a strategic
tool that enables organisations to develop their capability to realise value
from innovations in ways that are appropriate to their position in the value
chain. Since its launch in 2014, around 30 companies are now using this
tool, including over 50 per cent of the UK Passenger Train Operating
community. This has resulted in a range of organisational led initiatives

to build internal capability as well as internal investment in R&D.

Ci mretitor
En ”.onment mcvation isice

1wy
secion, GB
anadl EL) & gevedas
Innovation
A7 - sameh. “‘“L
ieesti e
proec v na
External - Internal processes
Innovation Innovation —
Activities Activities Consumer
-t i

_ Inbesrial Extearial
- A 5 :
E-rn'PV|m|‘:l Ak nt Fryng ation Innervalion  Organiealin
= Actreies Achhities
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Accelerating the uptake of innovation
will be made possible by ensuring
high levels of confidence to invest

in R&D, products and services. The
conditions for this are strong. Recent
analysis shows that R&D continues to
grow, expanding by £1.4bn to £33.1bn
in 2016, an increase of 4.3 per cent,
above the long-term annual average
increase of 4.1 per cent since 1990°.

The government is working to hasten
this process through successive budgets
that have put ideas and innovation

at the heart of the efforts to drive
productivity and economic growth.

As a result of organisational
development, we are seeing growing
innovation capability. For example,
the Train Operator Greater Anglia
NOW runs an in-house innovation
programme that includes eleme Q
of training, organisational prq

and investor funding to ac e

the uptake of innovatio (

addition, to lower t
to entry for new e
outside the rai ry, Northern
has include erational test
trains for research use within their
franchise from 2020 onwards.

Initiatives such as these

are collectively facilitating

a more efficient innovation
ecosystem, encouraging further
investment from the private
sector and yielding benefits.

16

This has included investment, via
Innovate UK, of up to £40m in a three-
year programme of rail innovation
competitions, targeted at UK-based
business, and UK-based SMEs"".

The Department for Transport is also
working closely with the Department
for Digital, Culture, Media and

Sport on new telecoms technology
for the railways, including £35m
directed at running trials, ifgyding
installing trackside 5G i cture

along the Trans-Pen@ te.

Q)‘l/

For m%e , since the successful

tri ‘Independently Powered
le Unit', we have seen at least
urther privately sector-led
Mitiatives to develop self-powered
(non-diesel) trains that are in various
states of readiness. Some of the
first battery/diesel bi-mode trains in
service will be operated by Transport
for Wales in early 2019. Customer
experience has also been improved
through the successful delivery of
projects such as, ‘Superfast Wi-Fi
In-carriage for future travel’ (SWIFT),
trialled between Edinburgh and
Glasgow, by an integrated project
team comprising Network Rail,
ScotRail, Cisco and Telent.



Progress has also been made in

how the industry generates ideas,
and how they are captured and
nurtured. The UK Rail Research

and Innovation Network (UKRRIN),
formed in 2017, is a partnership
between the rail supply industry and
a consortium of eight universities;

it has secured funding of £92m for
research aimed at establishing the UK
as a world-leading centre of railway
excellence. This includes £64m

of private sector investment into
innovation, in addition to £28m from
the government, thereby accelerating
supplier-driven industrialisation
through pooling and co-ordinating
academic, industrial, train operator and
infrastructure manager resources.

In October 2018, the Office of Rail

Rail's proposed £245m to fund

* INDUSTRIAL
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The Rail Sector Deal will address
the lack of innovation opportunity
in contracts due to current
procurement methodology,
promoting outcome-focused whole
life supply contracts to increase
system reliability and avoid risk
averse behaviours. This will:

» help drive sector capacity and
capability to develop, deliver

and deploy new te logies;
» encourage ing vestment
in UK-base and

innovatiorsaqtiyties;

» drive ugpgoductivity in the rail sector;

»in e@v’se greater collaboration
the supply chain,
rticularly with SMEs; and

for the sector.

and Road (ORR) approved Networ&(l(/b> increase the export potential

RD&l related to rail infrastruct
over 2019-2024 (NR CP6 funti
subject to third party inv

Increasing the up&\of
innovation th% ocurement
The govern % xploring new
ways to a}cga the take up of
innovatiorMwythe UK. This means
helping to maximise the opportunities
presented by organisations such as
UKRRIN and making the most of

the mechanisms in bodies such as
Innovate UK and the Catapults for
converting ideas into demonstrable
projects. It also means continuing to
identify and address any barriers or

limitations in existing systems that
stymie the growth of new ideas.

Transforming the use of data

The industry holds a lot of data about
rail users and the performance of the
network. There is now an opportunity
to provide further value from data

by making further datasets open

for exploitation in order to enhance
passenger experience and door to door
journeys. Progress has been made

with regards to data sharing. As part of
the wider transparency commitment,

in 2012 Network Rail released open
data which they have continued to
grow, and now includes access to a
number of operational data feeds,
including train positioning and train
scheduling data across the network.
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In addition, in 2015 the Rail Delivery
Group (RDG) launched its self-sign-
on open data portal which led to the
release of greater than ever levels
of information and has supported
improvements in the consistency

of information between channels,
through the development and
maintenance of a National Rail
information database (Darwin).

With a strong foundation in data
sharing, the industry will look to further
improve its offer. This will draw from
ongoing work to better define datasets
that are commercially sensitive and

the rail industry will take a proactive
approach to publishing further datasets
that are seen to be non-sensitive.
Incentivising the rail industry to openly
release and share non-sensitive
commercial data is fundamental to
enhancing customer experience.

use of data to improve operation
customer experience by esta{h NQg
re

a data platform to securm

rail industry data. T atform
will enable rail industbsgg to be
shared widely a \ erent modes
of transport a structure
systems, enabling Thnovation and

new customer focused products and
services to greatly enhance passenger
experience and door to door travel

as well as more effective movement
of goods and reduced costs.

The industry will also develop ways to
incentivise and stimulate innovation
around the use of data through

an evolving ecosystem, including
trialling new products and services.

18

The implementation of this will be
phased, starting with small local pilot
schemes with potential opportunities
identified in the east midlands,

and later phase pilots across the

UK. To support this, as part of the
Sector Deal, the government will be
responsible for promoting the role

of ‘Platform Sponsor’ - managing
the fundamental rules of the data

sharing platform and its cgpabilities,
working closely with traj %reight

operating companie as new
entrants to the m s will ensure
the platform is ma3ngdged and used

securely, respgmsiblyrand ethically,

while maint confidentiality,
protectingN{¥prmation that is
genui mmercially sensitive and

g the position under the

ERSEr
eyom of Information Act 2000.
support this, a re-allocation of

The Rail Sector Deal will transform t;Q

existing innovation funds is_expected of
up to £5m over three years to be match
funded by industry (equal to or greater
than 50%), including through resources
and equipment. There is potential for
RDG, RSSB, UKRRIN and Transport
Systems Catapult (TSC) to collaborate
on development of the platform, which
will take the published Rail Industry’'s
Data Joint Action Plan®? further. This
plan outlines how the government

and the rail industry, including the

RDG, the ORR and the RSSB will work
together to improve the quality and
openness of rail data and to increase
collaboration between the rail and tech
sectors, for the benefit of passengers,
the railway, and the UK economy.
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Transport Systems Catapuit

The TSC was founded in 2013 as part
of the wider Catapult programme -

a government-supported network

of elite technology and innovation
centres, each with their own specific
sector focus. TSC's remit is to
transform the UK's capability for
innovation within the transport sector
and to help drive future economic
growth through using their in-house
expertise to identify and overcome
market failures, and by bringing
together industry and academia

to accelerate the development

of new products and services.

oD
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The provision of Mobility as a Service
(MaaS) is challenging the balance
between private cars and public
transport. Ride-sharing services
have demonstrated car ownership
can decline when travellers' needs
are satisfied. Moreover, pop-up
mobility services ar ishing

;
around UK cities, %g a useful
fies (LAS)
rovision of

asset for local
and extendi
public transposervices. TSC's

emand Laboratory

t (MODLE) project

emonstrate how mobility
e providers can run profitable
sefvices creating opportunities for
LAs and public transport operators
in providing better service for users.
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We are embarking on the fourth
industrial revolution. The rail industry
can exploit the benefits of innovation to
deliver a modern railway that gives the
ever-increasing number of customers a
better experience and reduces cost. It
will also help to improve performance
against each of the four C's (Carbon,
Capacity, Cost and Customer) identified
in the Rail Technical Strategy.

Sharing data has the potential to reduce
costs, as has been the case in Transport
for London (TfL). Through the provision
of open data to developers, TfL is

improving journeys, saving people time,

supporting innovation and creating jobs.

Independent analysis estimated that the
provision of free, accurate and real-time
open data by TfL has helped London's
economy by up to £130m a year®.

The digital and data elements of the Rall
Sector Deal could enable UK compani
to become global leaders in these
fields. Achieving this expertise b

other countries begin to digitgl
their networks at scale an
similar skills would all
benefit from a ‘firstzrﬁ% radvantage’
- that is, it could benefits of
being a major r of goods and
services for digitallSation before other
countries begin to catch-up. We are
already at the forefront of rail digital
systems R&D globally and creating
market demand for these technologies
will promote the further investment

in, and development of, UK capability
that will be an export strength.

20

Supporting Mobility as a Service

Mobility as a Service (MaaS) will mean
that users will create, manage, and pay
for a single trip combining public and
private transport modes in the way
that is most convenient for them. This
will mean they reduce use of their own
vehicles or separately reserved and
paid-for public transport. The Future of
Mobility Grand Challenge recognises
this and seeks to integratedifferent
methods of travel to drj th and
productivity throug tgpuse of
people’s time an %ﬁproving the
economic prospedng individuals by
making more @Jr unities available
to them OVQ ger area. This poses
capaciiyaC nges, making more
impor% e increase in the number
ain¥and reliability offered by
%igital Railway plans. In addition,
king MaaS a reality addresses the
challenge that declining mobility has
on our ageing population. Offering
people easier access to different but
seamlessly connected ways of travelling
will not only have a positive impact on
economic potential but help improve
mobility for those less able to travel.



With the fast pace of change to
adoption of new technology and
changes to passenger expectations as
part of the Sector Deal, the government
and industry will jointly assess the Rail
Act 1993 with a view to clarifying its
wording and subsequent application, if
necessary, and to evaluate its suitability
for enabling future mobility services.

The Data Sharing Platform makes it
possible to co-ordinate the timetables
for different methods of transport.

* INDUSTRIAL
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The effect of this integrated approach
to travel will shift the dial away from
personally owned cars as a default
towards tailored travel planned on
public systems: buses, trams, metros,
mainline railway and ways of travelling
not yet conceived working together.
In providing this service for the
traveller, we will create new digital
economies that boost productivity for
both new and traditigmal businesses,

and ensure UK-W?L jtability.
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People

There is a skills shortage in rail if we are to sustain
the existing network and take on board and reap
the benefits of the digital technology.

This means working with the industry
to not only develop and introduce new
skills but also to accelerate efforts

to increase the skills in the existing
workforce. These challenges are
broader than just rail. They affect

the whole of the engineering sector
and are set against a backdrop of
people and skills trends that include:

» Growing skills gap and demand

» Ageing workforce and changing
skills requirements

» Difficulties in attracting talent
and poor gender diversity

» Limited training resources and ®
shortage of trainers and lect

» Uncoordinated range of
initiatives fragmenti

» Lack of a joined- oach

across sub-sec \

To be able to offe™he growing
number of passengers the service
they deserve and to make the most
of the period of unprecedented
investment in the railway, we need
wide ranging investment in people.

22

This is needed to ensure the continued
successful operation of the railway
at the same time as delivegjng new,
transformative infrastr
such as HS2 and the [
These will require
skills, with skills p fI
to be defined.
identified a loped alongside
the conti %development of

g roles, such as signal

cr|t|c §
ign project managers, systems
eers and commercial managers.

Rail Supply Group's 2016"
strategy for productivity and growth
in the UK rail supply chain - Fast
Track to the Future - set the context
for the need to keep pace with a fast-
changing rail sector. It found that
over 3,000 new rail engineering level
3 graduates (A level equivalent) are
required just to maintain current skills
levels. At least 7,000 more level 4
advanced technicians (undergraduate
equivalent) would be required
across the sector, while HS2 alone
is forecast to require 600 advanced
rail engineering technicians (level
4-6+) each year from 2019 onwards.




The paper calculated that the cost of
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This emphasised the need for

skills shortages and gaps to rail industry considering the transport network

employers equated to £206m per year

(£110m to the direct rail industry and
£96m to the supply chain), potentially
increasing to £316m per year by 2024

without intervention from industry and
the government. This includes a cost to

the government of £358m per year™®.

However, while the resources to meet
the challenges of attracting and
training people are limited and face
significant competition from other
sectors and within the rail supply
chain itself, the potential gains are
substantial. The Fast Track to the

Future paper also found that just a(q/t

per cent reduction in skills gapstn
ce

shortages in the industry coul
costs to the business base Om
and to the governmen m'.

t
Delivering the R itor
Skills Dellve;

Realising like these
requires or attracting and
training the Best talent that is both
coherent and consistent. To ensure
its recommendations would be
aligned across transport modes
and to ensure efficiencies could be
properly realised, the Transport
Infrastructure Skills Strategy published
by the Department for Transport in
2017 followed the RSG's strategy.

holistically - supporting jobs, skills and
apprenticeships for people in every
part of the UK by ensuring road, rail,
ports and airports come together
around common go effect real and
coordinated chanc'el'nfh e transport
sector. In this r e published
strategy wa(L o action: "To attract
the right peop¥to meet the challenges
of new t ology and to deliver our
ambj Infrastructure programme,
to encourage people into
trdysport careers both through
apprenticeships and other means™®”. In
doing so it proposed a number of skKills,
R&D, education and diversity initiatives
oriented around a fundamental need to
understand and change how a career
in transport, and apprenticeships
in particular, are perceived.

This learning was subsequently
incorporated into the 2017 Rail Sector
Skills Delivery Plan®(RSSDP), which
was developed by the industry with a
similar aim to set out a coordinated
set of actions for clients and supply
chain and industry partners, including:
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Leadership

Intelligence

Promotion &
Attraction

Commitments & Outcomes

Pledges: Industry
leadership commits to
drive delivery of the
industry Sector Skills
Plan and the associated
targets/KPIs as defined
in TISS and as set by
the leadership team

Commercial
environment: Buyers
and government
authorities to commit
to medium/long term
commercial activity
that will provide
confidence to the
supply chain with a
predictable pipeline
of work that enables
additional investment
in resources and sk

&\
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Intelligence:
Understand future
and current skills

shortages to enable
targeted investment

and monitoring of

progress to close gap
reducing industry costs

°

$Q

Industry image:

Rail sector is seen

by educators and
potential recruits as a
high-tech and dynamic

industry; in iNng
the num sity
and q recrmts

and% ticeships

jonal engagement:
position the railway

0 s a great place to work,

using a coordinated
and geographically
targeted approach

Increase diversity:

An industry-wide
collaboration and
commitment to
increasing the diversity
of the sector workforce
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Recruitment Standards & Training &
& Retention Qualifications Assurance

Commitments & Outcomes

Clearing house: Common modern Quality assurance:
Optimising supply curriculum: Adoption Increased competency
and demand around of consistent industry- across industry-
recruitment of wide competence wide workforce
apprenticeships, standards to support
graduates, career transferability of skills, %
changers and thus reducing the (1/
movement of existing cost of retraining Q
industry personnel
Career path: Increase Apprenticeships @ Trainers & assessor's
visibility of potential strategy & levy: capability: Current,
career progression Increase indus{rac vy valid, sufficient and
and mobility within the apprenticeshi;s)% reliable assessment
industry broadening 20,000 WﬁZ to of capabilities
industry knowledge meet (]t get and

assist thpAndustry

i iting the

nticeship levy to
in maximum benefit

\
.s‘@b

@\
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Delivery of the RSSDP is key to
ensuring the industry is supplied with
the right skills at the right time and in
the right place. Achieving this will help
to alleviate productivity challenges as
well as help set the future direction

of the sector. The Rail Sector Deal
supports the continued delivery of
the RSSDP and further focus on:

» Ensuring training and accreditations
have credibility and formal recognition
across both government and industry,
accompanied by increases in the
number of students in full time rail
related courses at level and especially
level 5 as well as specific training
targets, with an overall upskilling of
the workforce in terms of average
industry skill level from 2 to 3.

» Public procurement that
encourages skills development in
rail supply chains through the use
of skills score cards and a visible
pipeline to enable skills invest "
This would include a workfo,

development plan enco INg
clients and suppliersgd demand
ts focus

» As the sector inc i
on digitally en obility,
the sector ski rategy needs

to encompass developing rail/
mobility specific technology
capabilities and expertise. These
include digitalisation, Al, simulation
and modelling, advanced analytics
and systems architecture.

» International secondment
programme to support
exporter activities.
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» Shared apprenticeships programme
in the midlands, facilitated by Rail
Forum Midlands. The foundation
of any industry - and its key to
success - is its workforce. The
rail workforce must rise to the
challenge of delivering complex
major projects, covering both
conventional and high-speed rail,
while responding to the introduction
of new technologies inclyging digital
signalling and traffic rpayM
while retaining a shg
the needs of the
an ageing workforfesand a lack of
diversity co red with other sectors,

nQ’needs toinvest in

the rail in
skills to t future demands.

Invest

in people for

ng term
hyestment in people and skills is
ey theme within the Rail Sector

Deal, and one that underpins other
themes in the overall proposal. The rail
industry recognises that a long-term
skills strategy will increase social and
economic impact through developing
skills and creating jobs. This will help
support the delivery of a modern
railway, with a better trained and
better equipped workforce, including
digital skills that will drive productivity
throughout the industry and lead to the
delivery of more effective services.

The Sector Deal is focusing on three
themes where people are at its heart:

» Digital rail skills to ensure our
sector’s current and future workforce
is equipped for digital technology.



» Leadership and management
development to increase the
quality and quantity of leadership
and management training.

» Promotion and attraction to
achieve a step change in our efforts
to attract diverse talent into the
rail industry at all levels including
apprenticeships. This will build on
existing company activity, sectoral
activity and sectoral co-ordination
through ‘Routes into Rail’, a cross
industry group encouraging young
people to pursue careers in rail.

The rail industry offers a wide variety
of interesting and well-paid careers
spanning numerous disciplines.
However, it also recognises that rail

is in competition for talent with other
sectors who have historically been

better at promoting themselves anGJ(
S

their job opportunities. As such, jQer
a significant need for the sect aise
its profile to attract high-ca& alent.

Progress is being m
example, RDG is cre
Driver Academ

recruitment, LN
of train dri o remain a key
resource he rail industry.

virtual

and management
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The Academy brings together

existing industry training resources

and promulgates best practice and
innovation in training techniques. Its aim
is to create a sustainable and diverse
driver workforce for the modern railway.

RDG also manages the Railway
Engineering Graduate Scheme

for engineering undergraduates
and graduates seeking a career in
mechanical or electr%ngineering
with UK passeng eight train
operators. Theéel@ is accredited
by the Instit Mechanical
Engineers agg&lﬂe Institute of
Enginee@and Technology and
offersfa route towards Chartered

% orated Engineer status.
-

elp address these challenges the
industry will develop and implement
a long-term Education and People
Strategy to enable the industry to
anticipate and move with the pace of
change and to remain a pioneering
operator in the global rail market.
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Infrastructure

The future growth of our railway will depend on our ability to
utilise the best of modern technologies to develop new digital
solutions that can improve the way trains are run and help put
passenger and freight users at the heart of railway operations.

Sectors such as aviation have been
deploying digital solutions to address
capacity challenges for many years.
Rail, by contrast, still largely relies on
analogue technology. This is despite the
significant benefits digital technologies
can bring in enabling more trains to
run faster, more safely, and on time.

At a time of unprecedented growth

in passenger numbers, and of levels

of investment not seen since the
Victorian era, the opportunities these
technologies provide for addressing
the challenges of modernising the

network are clear. This is the cont Q
in which the Secretary of State

Transport recently challen
rail sector to ensure that
technology is commo
our railway within

et

The deploymegt jgital signalling
technology as pasof the Digital
Railway programme is central to

this. Numerous recent studies have
highlighted the potential ability of these
technologies to realise passenger and
freight benefits and to deliver whole
life cost reductions in comparison with
conventional solutions. For example,
Fast Track to the Future21 described the
significant opportunity the introduction
of new technologies such as the
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European Train Control System
(ETCS) and Traffic Management (TM)
provides to improve th agty

of our railway whilst ucing

export, and de
me will allow UK

technologig
industry@t the growing demand
for dig llway systems worldwide.

Autumn Statement22

0
({%ﬁmced a new National Productivity

estment Fund (NPIF), targeted at
investment from 2017/18 to 2021/22 in
areas that are critical for productivity:
housing; research and development;
and economic infrastructure. Included
in the fund was £450m allocated
to trial digital signalling technology
in order to expand capacity and
improve reliability. This commitment
reflected the government'’s belief
in the potential of digital signalling
to not only provide the most cost-
effective solutions for the railway,
but also to deliver wider economic
goals including developing high
value, highly skilled tech jobs, driving
innovation in products and services,
and creating a set of exportable
capabilities to sell into a growing
global market for digital solutions.



This will support the rebalancing of
the economy by promoting economic
growth in rail clusters in the north,
midlands and south west of England.
A more efficient higher capacity
railway will also encourage modal
shift from less efficient transport
modes, establishing the UK as a
leader in low carbon transport.

Delivering the Digital Railway

In ‘Connecting people: a strategic
vision for rail?3, the government

set out its vision of driving faster
improvements in customer service
and passenger experience, including
using digital technology. This included
options for new traffic management
systems, which can be installed in
signalling centres to help drivers and
control staff keep trains running on
time and speed up recovery from (1/
service disruption. To support thy
vision, the government made b
commitment of £84mto p

range of trains for the f @uof state-
of-the-art in-cab digi {g

equipment and yment of
digital technqky art of the NPIF
allocation. ding will be targeted
at proje can bring passengers
benefits, and which are affordable
and represent value for money.

Building on this, the 2018 Digital
Railway Strategy?* highlighted the
opportunity to deliver lower whole life
cost relative to conventional solutions
over the medium to long term.
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If achieved, this will play an important
role in addressing industry’s
affordability and asset sustainability
challenges. Earlier work conservatively
estimated the whole life cost savings
to be 10 per cent, rising to as much

as 30 per cent over time®. The
Strategy argued that NPIF-funded
schemes should deliver benefits by
mid-CP6, addressing specific capacity
constraints, |mprOV| erformance,

and enhancing sa passengers
and workers. S y benefits of
the Dlgltal ould include

improving tfte pgssenger experience;

accelera economic growth and
mpn&wronmental outcomes?®.
Int text the Digital Railway
%ﬁmme has a core role in providing
cabs-industry leadership, expertise
and co-ordination for introducing
digital technology to rail, including
through industry sponsorship,

industry change strategies, and
business and systems requirements.

In parallel to this, Network Rail routes
are increasingly leading on local
delivery, working with suppliers and
train operators and reflecting local
priorities. This reflects the Department
for Transport's wider vision of a more
reliable, efficient and modern railway
delivered by joined up local teams. This
vision was formalised in early 2017 with
Network Rail announcing its decision to
establish eight devolved routes, each
with a managing director responsible
for aligning train operating companies
and freight train operating companies
in their area and engaging suppliers.
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This devolution has been further
supported through changes in
regional transport governance with
regional integration of operations
and infrastructure, such as Scotrail
and Transport for Wales Rail.

To counter potential risks associated
with decentralisation and devolution,
Network Rail has established the
System Operator as a distinct entity,
responsible for the effective planning
and overall coordination of the rail
system. The System Operator is now
embedded into the Periodic Review
process and is subject to its own
performance measures from the ORR.

The System Operator will be critical
in deriving the benefits of major
enhancement programmes. Its system-

wide perspective takes an independent,

long-term view that goes beyond the

lifetime of today’s franchises to consi
options including timetabling patter

rolling stock and the options for t
provision of infrastructure in L@g
digital signalling27. DeIiver&s itable
digital technology sol I be a
key consideration i m s about

operators, with developed
and assessed robust and
specific business Cases. This includes

developing digital proposals that can
demonstrate improved operational
performance and significant value for
money. It is expected that embedding
these requirements will ultimately
lead to a set of long-term digital

best practices for the railway.
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The impact of the Sector Deal

Digital train control and traffic
management systems can provide a
critical step-change in the successful
operation of the UK rail network.
Both capacity and reliability are critical
measures for Britain's rail network.
Customers rely on our trains to get
them to their destination every day.

At peak times on the busiest parts

of the network, Britain's r y is at
capacity, which can ca s and
overcrowding for pa LF}IS and

push freight onto network.

Improved 5|gnaII|ng tems are part of
the solution to@s capacity challenge.

Conventi nalling systems
today bpsed on lineside signals
that inf drivers when it is safe to
ed. Typically, they have an asset
c.35 years and are quantified
W units of signalling known as SEUs
(Signalling Equivalent Units). Almost two
thirds of signalling on the UK network
needs replacing in the next 15 years,
which provides a once in a generation
opportunity to adopt transformative
digital railway technologies.

The Rail Sector Deal will target the
delivery of a digitally enabled network
that can face those capacity and
connectivity challenges that a growing
economy brings. The unit cost work
undertaken in preparation for the

Rail Sector Deal has looked at the life
expectancy of signalling infrastructure
and the profile for their replacement.



The collaborative involvement of
suppliers throughout the life-cycle

will bring lower whole life costs and
significant reliability and performance
benefits alongside significant wider
socio-economic and passenger
benefits. Undertaking train fitting and
signalling renewals at pace and scale
with a collaborative approach will
deliver significant cost efficiencies.

Through this Sector Deal we will,

by the end of 2025, achieve whole
system (train borne and infrastructure
based) unit costs significantly

lower than current UK conventional
infrastructure only costs (equivalent
to European Benchmark Costs).

This reduction in unit cost should
allow Network Rail to implement
Digital Railway across much of

their network to deliver significant (l(/b

customer benefits. These changes
will also support aspects of th Q
Clean Growth and Future Of&l y

Industrial Strategy Gran nges.

By digitalising the ra ;e
can expect to seg ant
benefits in tern\‘

» Better a mtainability

» Increase pacity

» Improved reliability

» Enhanced safety

» Improved passenger performance
» Accelerated economic growth

» Improved environmental outcomes
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The investments in digital signalling
technology facilitated by this Deal

will lead to the development of world-
leading capability and expertise. The
UK's large and congested network
and complex signalling layout make
implementation especially challenging,
leading to legacy expertise of a

high standard. This expertise will
deliver a more highly performing

supply chain for futugojects in

the UK that can eily take

advantage of e&‘lyyportunities.

Improveme% ilway performance
h

and supply chg# capability should

i ductivity in both the UK
and the wider national

. While it is difficult to

ately estimate the impact of
the Sector Deal, the rail industry
estimates the potential benefits from
digital signalling alone from £3.1bn
pa to £38bn pa, depending on the
level of digital signalling installed?®.
This excludes any wider benefits
that may result from improved
digital connectivity on the rail
corridor, such as enabling mobility
as a service or on-board Wi-Fi.
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Business Environment

A supply chain strategy

The importance of the UK rail supply
chain to the UK economy goes beyond
its role in delivering a well-functioning
railway. As well as providing the high-
quality goods and services on which

the railway depends, the thousands of
individual companies that make up the
supply chain support employment and
economic activity in their communities.
Demand for rail-related goods and
services supports hundreds of
thousands of jobs, either in the supply
chain or wider rail industry, and makes a
significant contribution to UK GDP. The
rail industry also plays an important
role in maximising the economic
and productivity benefits of new,
transformative technologies like digi
signalling, of investments in ambii
projects like HS2 and Crossrail
in driving a step-change in« Ing
the efficiency and effectiv of
passenger and freiq ovement.

Achieving these \ was the
objective of F: to the Future®®
which emphasisedthe “once-in-a-
lifetime opportunity to rejuvenate that
supply chain to be more competitive,
productive and sustainable, and we
need to work in partnership with
government to do this effectively”.*°
For the first time the rail supply

chain developed a common strategy
to address the industry's priorities
and concerns and to position the

UK as a global railway leader.
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As part of this plan to grow
manufacturing capacity and
productivity, and to capitalise on
export opportunities, it identified a
series of core aims. These included
commitments to, by 2025:

» more than double expor%

» attract the very be ent to
create a sustaln IS base and
to develop new ologles

4 harness the gy, drive and
mnova Es to meet the
nee gIobaI railway market

bal leader in High Speed Rail

»
%e an entrepreneurial supply

ain that constantly innovates
to meet customer needs.

This was driven by a vision of a
modern railway capable of addressing
the challenges resulting from
unprecedented growth over the

last two decades. It is a vision that
sees industry leading the way in
innovation and continuously improving
its capabilities and expertise.

An environment for growth

Responding to industry views and the
conclusions of expert reports on the
structure and management of the
railway, the government has acted

to create an environment in which
the railway industry can flourish.



In order to secure the longer-te
future and financing of Netw. Il,
the Shaw Report® recom ed:

» a greater focus on e({ omer

(passenger and fr.
deeper routg

) through
ion, supported

plans to develop skills and
improve diversity; and

» exploring new ways of paying
for growth in passengers and
freight on the railway.

The government recognises the
need to create the market conditions
to ensure investor confidence.

To support the creation of these
market conditions the government
is committed to comparatively long-
term funding for rail through the
Statement of Funds Available and
the regulatory funding process.

The 2017 Hansford Review, 'Unlocking
rail investment - building confidence,
reducing costs' considered third party
investment in infrastructure delivery
on the national rail network.>The
review examined contestability in

the UK rail market and the potential
benefits a contestable market might
derive in delivering better value for
money, a better deal for customers,
and increases in innovation.
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Its recommendations arose from
analysis of the impact of existing
barriers and the limitations of
existing contracting strategies, and
by considering the advantages and
shortcomings of Network Rail's
organisational structure and direction
of travel. It grouped its twelve

recommendations under four headings:

» Delivering more value for money

» Broadening third party investment
» Enabling third party projects

» Oversight arrangements

By trying to make it easier for other
organisations to invest in the railway,
Network Rail has sent the message
that it is ‘Open for Business'. This
means demonstrating to the market
its plans for change and considering
how infrastructure services are
contracted, and whether existing
methods are the best for reducing
the cost of infrastructure proje
the government and Networ

‘Connecting people: a strafedx vision
for rail’33 announced N NMNIcant

changes to impro X mmercial
models being s ontract for
passenger serviCae, including the

introduction of short term ‘one team’
models and longer-term models.
Today, new commercial models are
also being considered for Digital Rail
projects as well as other projects,
such as the Western Rail Link to
Heathrow and East West Rail.

The report also emphasised the
importance of building market
confidence by both demonstrating
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past successes and through the
visibility of a credible forward pipeline
of opportunities. Mega projects

like Crossrail are already providing
credible UK references. However, there
remains a challenge around providing
a clear forward view of opportunities
and this is a key area where the Rail
Sector Deal can play a vital role.

The benefits of these and previous
initiatives have seen the Uﬁ
industry receive a thre crease
in private investme % 2010.
While rolling stoc ents a large
proportion of thismcally, we have
seen increase private investment
in track, sigmMNIng and stations®.

Fore » private pension
fund inggstment has enabled the

ruction of iPort near Doncaster,
Om inland port project and one
UK's largest logistics developments.

This Strategic Rail Freight Interchange
is delivering more than 570,000sgm
of warehousing linked with a rail
freight intermodal container facility
and set to provide rail freight services
to all major UK ports and the Channel
Tunnel. Set to create 5,000 jobs, the
project was developed by logistics
developer and investor Verdion, with
backing from its funding partner the
Healthcare of Ontario Pension Plan.

In addition, rolling stock investment
has attracted inward investment.
For example, at the start of 2015,
the UK had one major rolling

stock manufacturing facility. This
has since increased to three, with
further manufacturing facilities
planned across the UK.
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The Rail Sustainable Development Principles>°

The Rail Sustainable Development Principles represent
core values of the rail industry to manage a good business.
They take account of whole-system and whole-life-cycle
approaches to drive greater efficiency and better delivery.

They are: 5. Reducing our
1. Cusierner dlfver environmental impact
2. Putting rail in 6. Carbon S%rt
reach of people 7. Havin% Aive
3. Providing an end Soc ct
to end journey 8. $Supprting the economy
4. Being an employer @ptimising the railway
of choice

0 . Being transparent
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Meaningful engagement
with the supply chain: a new
procurement approach

Rail investment in the UK is at record
levels with nearly £53bn%¢ to be
spent on the railway in England,
Scotland and Wales from 2019 to
2024. Given the focus on renewals this
investment represents a significant
opportunity for the rail supply chain.
All parts of the sector - operators,
suppliers, infrastructure managers
and government client bodies - need
to collaborate better to secure best
value from this investment and
improve the railway for passengers,
communities and the economy.

This requires a meaningful engagement
with the supply chain to provide them a
greater voice when plans are developed
or amended due to a changes of
policy, law or financial resources.

The Rail Sector Deal proposes that SQ

the government, in partnershi
with the private sector, agr

mechanism for ensuring y is
actively engaged in t, opment
of renewals plannig elivery

throughout CP6 \ re control
periods. This hip will ensure
that industry is antntegral part of the

development and deployment of longer-
term rail investment opportunities.

The aim of this is to create a more
certain pipeline of asset renewals to
support more efficient delivery of
rail infrastructure and provide the
supply chain with greater confidence
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to invest in people, technology and
innovation, ultimately generating
greater efficiencies and economies

of scale. This will ensure the supply
chain has the skills, capacity and
capability to deliver the cost effectively.
It will also enable the supply chain to
capitalise on domestic investment

and deliver market led proposals,

to strengthen and demonstrate its

capabilities in key technolggies such as
digitalisation, digital sig %traffic
management and da % Ics to
become world lea government
can support in maki is a reality.

A number of i diate actions will

highlight t comes of this future
directi example, there are
plans % ce for the supply chain to
j h

Strategic Vision Industry

Jﬂu
('ﬁ oard. The government also

ognises the value in adopting
methods for improved scenario testing
on proposed government policy
decisions, helping to understand their
potential impact on the rail supply
chain before they are adopted.

We will also agree a new procurement
approach, including better engagement
between Network Rail and HS2 Ltd,
alongside the supply chain. This will

be based on three principal areas:
early contractor engagement; a
simplified tendering process; and the
adoption of procurement scorecards
between buyers and Tier 1 suppliers.
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A greater role for SMEs

The challenges facing SMEs have
been well explored as part of the
development of the RSG's sector
strategy, which culminated in a
commitment by 2025 to harness
the energy, drive and innovation
of SMEs to meet the needs of the
global railway market. As such,
the focus on SMEs is a thread that
runs through several enablers with
specific objectives, including:

» Increasing the uptake of innovation
through procurement agreeing
collaborative procurement
models based on outcome-based
specifications, including regional,
SME and employment assessm?i./

O

This has included investment, via
Innovate UK, of up to £40m in

a three-year programme of rail
innovation competitions, targeted
at UK-based business and SMEs.

» Continued government aspiration
for 33 per cent of pyblic spending
to go to SMEs by

» An Educatio

ement with SMEs.

?pport programme for
igh growth potential SMEs

- piloted in the midlands.

r
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Long term journey to sustained
increases in productivity

While the Sector Deal as a whole will
contribute to increased productivity

by several means, there are also
opportunities for further improvements
to maximise value for money to
passengers and tax payers. This
primarily requires the development

of long-term and collaborative
relationships between suppliers, clients
and funders so that the expertise of
the supply chain can best be utilised

to improve the design and delivery

of projects. It is also about becoming

a learning industry that utilises best
practice from other countries and other
sectors to improve productivity. To
achieve this the industry will develop
and implement a plan to improve rail
industry productivity. This productivity
plan may include an industry led
national supplier competitiveness anQ
productivity improvement progra

- any programme would look t%

improve the competitiven

the organisational and tec gical
K

capabilities of high-p

on other key aspe®ts of the

Sector Deal, such as supply chain
engagement, and benchmark
current performance against other
rail industries and other sectors.

38

In support of this, the government,

in partnership with clients and the
supply chain, will support the industry
in restructuring decision-making
points, removing barriers to improving
productivity and ensuring the right
behaviours and incentives are in place.

Creating opportunities
in the global market

Our ambition is that the inygstment
being made in rail enabl %
development of goo fwi? rvices that
can be exported t around the

world. This is a si t opportunity
rket estimated

with the quba@l
to be worth n and expected to

I Growing our rail supply
are of this market would
ve UK economic performance.
uld also deliver wider benefits,
otentially making the domestic
supply chain more innovative and
productive and improving resilience
to variations in domestic demand.

Many British companies are already
exporting successfully. British rail goods
are in use on railways around the world.
British companies also export both

rail services and services associated
with the construction of railways, from
architecture to engineering consultancy.



However, noting that UK rail export
performance is not as good as that

of countries such as France and
Germany, Fast Track to the Future
stated the industry’s ambition to
deliver a coordinated approach to
supporting growth in both exports
and inward investment. This approach
is to deliver the RSG's goal of more
than doubling rail exports by 2025.

The government and industry are
cooperating to achieve this goal.
The Railway Industry Association
and other industry groups lead visits
by British companies to important
overseas markets, and work with the
government to deliver a strong UK
presence at international rail events.

In this Rail Sector Deal, industry and
the government agree a series of
new measures to build on existing
activity in order to deliver the R
target. To ensure the UK sup

chain can maximise benefit new
and established rail opp ities,
the government and y

will take steps t ore
collaborative w%and to improve

both knowlgd\NNMd capability.

* INDUSTRIAL
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Rail export performance can be
improved by better cooperation
between the public and private
sectors, utilising the strengths of public
sector organisations and industry
bodies to support UK rail exporters.

To help ensure all public sector
organisations involved in rail are
appropriately supporting UK exporters,
industry will establish an export leaders

consultation group. overnment will
understand

engage with the
and respond(@u y views and to
ra

jointly ident; opportunities.

n will have a greater
better understand both the
of the UK supply chain and
ail of overseas opportunities.

T&evelop our understanding of

UK expertise, industry will develop

a supply chain capability map. This

will build on work already done by
industry and the government to

set out areas of UK strength and
weakness, including in data and digital.
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Once complete this
capability map could:

» be the basis of an industry-led
marketing campaign to improve
overseas perceptions of UK rail;

» be used by UK government
representatives overseas to
better promote the strengths
of the UK rail industry;

» support focussed targeting
of inward investment to build
domestic capability and improve
future UK export offer; and

» inform domestic policy to build
a sustainable and globally
competitive UK supply chain

Industry will also deliver a

detailed analysis of overseas rail
opportunities and of barriers to taking
those opportunities, and of the UK's
global competitors. Together with
the capability and capacity analysi
above, the assessment could:

» enable the government a ﬂ stry
to focus effort on the o nities

where UK supply ¢ engths
best fit demand ncluding
on data or digi ojects;

» enable the goverhment and
industry to prioritise markets
where the combined efforts of
the government and industry can
open doors to opportunities that
might otherwise be inaccessible;

40

» create a pipeline of rail opportunities
for consideration by the sector
and for support through
Infrastructure Exports: UK, and
overseas rail market overviews for
companies looking to export;

» identify future opportunities that
might justify the development
of new UK capability; and

» identify rail sector issues
prioritisation in discusg]
new Free Trade Agr.

out

To improve exporjs ability
industry will deliver ggrexporting
secondment mentoring
program programme should:
»imp
throu

orting capability
out the supply chain;

itate better links between

fo
%rrent exporters and non-

exporting companies with which
they might be able to collaborate
on overseas opportunities;

» facilitate use of industry insights
in government delivery of
export and inward investment
promotion work; and

» provide an industry element to
government engagement with
governments in key overseas markets



Places
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The rail network connects people, places, goods and markets.
It keeps people moving and therefore delivers a range of
wider benefits: improving connectivity for workers, which

is key to productivity; providing access to skills, health and
leisure opportunities; and providing an effective alternative

to the road network, helping to mitigate congestiong’ssues.

Trains provide a cleaner, lower
emission means of travelling for
large numbers of people every day,
and rail travel will continue to have
a reduced environmental impact as
we further decarbonise the railway.

Rail can also promote agglomeration
benefits and other positive wider

economic impacts. Regional proposal
including Northern Powerhouse ?1/

and Midlands Engine are based
harnessing the positive effect %
agglomeration to help repo@ he
economy away from Lo nd the
south east. By provi ast, Clean
travel between these clusters
rail can play ap¥ ant role in driving

productivi
labour, s

| and consumers.

The rail industry is a significant
element of the economies of the
UK's strong regional clusters. In the
Midlands Engine, the east midlands
is one of the largest rail clusters
in the Europe. The Rail Forum
Midlands (RFM) represents over 160
businesses across the midlands and
beyond, collectively employing over
25,000 people and contributing
£2.6bn to the local economy.*®

The Northern Po e, meanwhile,

is supported b tRpAg group of
devolved re odies, groups and
representativ nsport authorities.

isations are supported
local rail supply chain,
40 businesses represented
thern Rail Industry Leaders.

The success of UK rail will owe much
to the successful nurturing of these
clusters. It was on this basis that

the RSG's sector strategy made a
commitment to apply its influence

and initiatives to encourage further
development, acting as a single voice
for supply chain on issues such as
skills and productivity and ensuring a
continued close working with regional
forums and groups. This has included
working with groups such as the
Northern Rail Industry Leaders in their
efforts to join together businesses in
the north to support the rail industry
and the wider goals of the Northern
Powerhouse, or through supporting
skills growth in the Rail Forum Midlands.
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The Midlands Engine

The midlands is at the heart of UK
rail. With a population of more than 11
million people creating £222bn Gross
Value Added - more than 14 per cent
of the total for the UK. It is also a high-
export economy, with exports worth
more than any other region in the UK
- £49bn annually, 17 per cent of the
UK total. The region is at the heart

of UK manufacturing and advanced
engineering, accounting for 20 per
cent of UK manufacturing output
through world leading businesses
including Alstom, Bombardier,
Jaguar Land Rover, JCB, National
Grid, Rolls-Royce, Tarmac and
Toyota UK. The unique expertise in
the region spans global high-value
sectors; from world-class transport
technologies and engineering to
renewable energy, medical and

agricultural technologies and beyondQ

The midlands is also home to wo
class rail academia delivering

leading rail R&D and innov {Q
sities

including eight midlangds

(including four in thg Top
100) - Aston, Birgl , Cranfield,
Keele, Leicest hborough,

Nottingham and Warwick, as well as
the midlands enterprise universities:
City, Coventry, De Montfort, Derby,
Lincoln, Nottingham Trent and
Wolverhampton. Meanwhile, three of
the eight members of the UKRRIN are
based in the Midlands (in Birmingham,
Loughborough and Nottingham).
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Building on these foundations, Midlands
Connect (the transport arm of the
Midlands Engine) recently announced
the creation of Midlands Rail Hub. This
flagship plan is a twenty-year strategy
for future proofing the network for
generations to come. By 2040, the

Rail Hub could create space for 6m
more journeys a year and shift the
equivalent of 4,300 lorries a day

from the roads. It aims to gepport an
extra £649m of econorp %«/th

and investment ann leved by
enabling faster a requent
journeys across tfte ands and

e an initial phase trial site

will
%fied in the east midlands to begin
(k llising the value of existing data.
i

s phase one trial will seek to use
existing open data sources from the
rail industry to build a comprehensive
picture of current and historic customer
activity across the rail network and in
time. This insight into the demographics
and behaviour of rail users will allow
the development of tools to connect
with passengers, optimise capacity
and improve customer experience.



The prototype platform with a train
operator will include data currently
available from multiple sources,
predominantly Network Rail data and
weather data. This data exchange
and communication channel could
facilitate more effective use of data
by appropriate parties, including the
Department for Transport. The pilot
will develop our understanding of the
data skills required for MaaS on rail,
ensuring we are ready to replicate
benefits on franchises outside the
east midlands. We anticipate that the
concepts, approaches and lessons
learned from the east midlands pilot
will be applied and scaled up to other

station environments, including where

stations cover multiple franchises.

Developing SMEs - Midlands Pil

The Rail Sector Deal will provide a
strategic blueprint for collaborat}

between industry and the gov nt.

Within this framework, we
developed practical acti @and a
midlands-led pilot th&w ick-start

the change nee ake the deal
a reality. The yities will bring
meaningf S to supply chain

compani SMESs in particular.
The midlands pilot will support high
potential SMEs to grow to the next
level, providing strategic guidance
and support to develop their people.

* INDUSTRIAL
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Building on strong foundations, the
midlands has the potential to deliver
much more for the railway and for

the UK. The challenge is to build on
existing expertise whilst developing new
technologies and products, becoming
more efficient, attracting more
investment and delivering a strong,
sustainable and high-value economy.

The Rail Sector Deal recognises the
importance of colla%tion between
key stakeholder ing SMEs, to
address specifj %tunities, resolve
real issues %Iems, and address
the rail skiII?Ziaﬂenge. Bringing
partner across the midlands' rail,
aeros@e and auto sectors together

| and digital companies from
% and overseas will increase
tA® number of SMEs in the supply
chain and will result in greater levels
of innovation and local employment.
Through regular collaboration, the
Rail Sector Deal can develop skills
within SMEs, helping them grow
their businesses and provide the
opportunity to develop of new products
and services for future railways.
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Developing Skills - Midlands Pilot

Building on existing work, the
Midlands will pilot at least two shared
apprenticeship programmes that
bring SMEs together to jointly fund
and support a group of apprentices
without having to commit to specific
recruitment of an individual. We

will take the opportunity to explore
whether there is scope to work cross
sector with aero and auto suppliers

to develop more rounded individuals
but with the specific skills required

to work in the complex transport
technologies sector. In addition, we will
aim to develop a long-term strategy
and approach for Midlands schools
engagement that aligns with Routes
into Rail Board plans, previous relevant

HS2 Employment and Skills Strategy
work and which takes account of Gatsby
Benchmarks and other industry best
practice (e.g. the Rolls Royce tiered
approach). This will develop material

for junior schools and post-16 education
as well as additional skills routes.

This activity will increase the number
of apprenticeships offered and
increase the impact and cdination

of regional schools' en(ﬁtﬁ nt
activities, resulting irm ed
awareness of opp% es, increased
quality and quantit applications
for apprenticef@fps, and improved
knowledg perceptions of

the se%.éu’ young people.
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Implementation plans

Date Milestone

Publication of The Hansford Review identifying
Jun 2016 steps to be taken to unlock rail investment through
building confidence and reducing costs.

UK Rail Research and Innovation Network%ched,
Jul 2017 secured by £32m HEFCE funding and £
private sector investment over 10 ye

Publication of the Rail Supply Groupg#roposals

L A to government for a Sector De@

Nov 2017 Publication of the Depar for Transport Rail
Strategy: Connecting p : a strategic vision for rail

Oct 2018 ORR approval ork Rail's key R&D programmes
budget for Cont eriod 6 (2019-2024) totalling £245m
Publicatj Qhe Rail Sector Deal and

Dec 2018 public f detailed delivery plans, which

ca %ound at www.railsupplygroup.org

Feb-Mar 2019 é mobilise delivery organisations

<
Mar 201 5\\' Phase O (mobilisation and set up) complete

Commence Year 1delivery, including core analysis of sector
April 2019 strengths an Annual review of the Rail Sector Deal d export
opportunities, and launch of Shared Apprenticeship pilot

Nov 2019 Annual review of the Rail Sector Deal

Ongoing delivery of the Rail Sector Deal, including annual
2020 onward review of unit cost reduction, develop data platform, rollout
of exports mentoring and secondment programme
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Governance

Oversight of the implementation of the Sector Deal
will be led by The Strategic Vision Industry Rail
Board, a joint government and industry board, which
will review and monitor progress quarterly.

The Rail Supply Group Council will have  » Different elements of the Rail Sector

the overall responsibility for delivery Deal will be delivered unger the

and progress against objectives leadership of different %ry bodies

supported by the relevant sub-groups or appropriate ind ups to

focusing on the implementation of avoid duplicatio treamline

different elements of the deal. activities. As an%ple, the Digital
Rail Board wigspave a role in the

The governance model will be

: delivery o igital Delivery Plan
developed with the ethos of whole i .
industry collaboration that has and the t Indgstry Data Act]on
been at the heart of the Sector Deal Plap§ orce will havg arole in the
development ensuring that suppliers livesy of the Data Delivery Plan.
to the sector, trade bodies and i#ned programmes of work
institutions, and key stakeholders %here every organisation plays an
are engaged and have appropriate important but vital role in improving
accountability for delivery. $ performance, customer experience
P and driving efficiencies for rail
gg\»: e?ggﬁf;e;ggz]?n clud e&(b. collectively as ‘one Sector Deal team'’.
» Any resources or organisations
4 éonuer\]/zli?/troezgggce)d @y delivering the Sector D_eaI
including ne@n <. programmes will work in a
collaborative way under the
» A dedicated and®onsistent sector guidance of the Sector Deal
deal team with common goals, “Collaborative working framework”

objectives and delivery across all the
different groups, trade organisations,
private sector, client organisations into
core groups delivering as ‘one railway'.

» Industry Champions will be selected
to lead each pillar supported by
the core Sector Deal team.
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