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PART 2 - RAIL
FREIGHT TRANSPORT

The transport sector accounts for
around 21% of global greenhouse

gas emissions and 23% of the world’s
energy related carbon dioxide
emissions'. As such, the transport
sector globally is pivotal in a meaningful
shift towards renewable energy and

the fight against climate change.
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Current figures show that rail freight
carries more than £30 billion of
goods around the United Kingdom
each year? and crucially, railways
have been identified as contributing
only 2% of transport emissions?. Rail
transit can therefore be a means

to greener freight services. Maersk
recently introduced a new sea-rail-
sea (AE66) service linking Korea,
Japan and China to the Kaliningrad
Region in Russia, the Baltic countries,
and Poland through Trans-Siberia.
This indicates a growing demand

for international rail offering a better
balance of speed and cost over all-
water services. As supply chains face
increasing scrutiny over sustainable
and efficient operations (especially
following the effects of COVID-19),
greater consideration should be given
to the opportunities provided by rail
freight.

In particular, where possible, rail
freight should be seen as a positive
alternative to road-based transport.
Whilst rail freight is not only a greener
mode of transport (a single freight

train removes approximately 76 heavy

goods vehicles (HGVs) from the UK’s
roads, translating to 1.66 billion fewer
HGV kilometres each year?), it also has
the potential to eliminate the issues
the logistics industry has consistently
encountered with HGV driver
shortages. However, the rail freight

market must expand to enable
further modal shift, which will require
investment in both infrastructure
and technological developments to
ensure rail freight remains a viable
green alternative.

Legal and Regulatory Incentives

In July 2021 the UK’s Department
for Transport (DoT) published its
Rail Environment Policy Statement.
The policy statement sets out, “a
clear direction on environmental
sustainability and policy priorities™,
aligning with the wider UK
Government's ‘Plan for Rail® which
seeks to overhaul the rail sector.
The policy statement highlights
that currently the majority of rail
freight is carried by diesel engines in
the UK. Yet, on average, rail freight
trains emit a quarter of the CO2
emissions of an HGV per tonne mile
travelled”. Even with this positive
emissions differential, the DoT
intends to increase the process of
electrifying all UK rail networks. The
policy states that Network Rail and
Great British Rail should coordinate
with rail operators to engage in
decarbonisation programs to
achieve net zero greenhouse gas
emissions in rail networks by 20508,
Fundamentally, the DoT aims to
remove all diesel-only trains from UK
networks by 2040°.

Publications such as the Rail
Environment Policy Statement
indicate that governments globally are
targeting rail freight as a key sector

of reform as part of net zero carbon
targets. Through coordination with
transport authorities and national
agencies, rail freight operators

should engage in the process of
electrification to accelerate towards
achieving zero and low emission
targets. Where available, rail freight
operators should seek support from
state and governmental authorities to
assist financially with this transition.
However, the DoT currently has

no plans to reinstate the Freight
Facilities Grant in England which
assisted with the extra costs generally
associated with moving freight by rail.
In the absence of this grant, the UK
Government should consider further
incentives to encourage modal shift
from road to rail.

Market and Consumer Incentives

Consumers are increasingly
demanding transparency and
sustainability commitments from
companies, which highlight the
measures such companies are taking
to reduce greenhouse gas emissions
and contribute positively to the fight
against climate change. Failure to
engage in meaningful sustainability
practices can result in both
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reputational damage and possible
legal repercussions.

As sustainable practices become
more evident in the rail freight sector,
companies will need to adapt and
have clear and sustainable business
strategies in place in order to remain
competitive. Emphasising the
benefits of rail freight in contrast

to road freight will be an important
step to ensuring rail maintains a
competitive position in the freight
market.

Solutions and Alternative Options

Rail freight has been highlighted

as a valuable tool in reducing road
congestion and facilitating the mass
transit of goods across the globe.
When contrasted with road, rail is a
clear alternative for reducing carbon
generated from freight movements.
The development of existing global
rail networks will additionally ensure
that rail freight is able to deliver
resources across the world with
greater speed and efficiency.

Emerging technologies and
investment in fuel efficiencies will
work to further ensure that rail
freight maintains its position as a
sustainable alternative to road freight.
Developments in fuel efficiency and
the increasing drive to electrification
will require long term research and
investment, however as public policy
maintains its focus on sustainability
(for example, the European Union has
announced a new legislative program
called ‘the Green Deal’ which will
coordinate a myriad of EU actions

in response to climate change™) rail
operators will likely have greater
sustainable fuel alternatives. Whilst
DoT funded research concluded that
hydrogen and battery technologies
could, in principle, work on a
modelled freight route, significant
infrastructure and operational
changes would be necessary" and
thus, continued research and work is
required in this area.

Continuing and increasing the
implementation of digital tools in

rail freight will also assist to make
railways more efficient. Digitalisation

in railway infrastructure will both
increase capacity and reliability whilst
also providing shippers, carriers

and freight forwarders with better
visibility of cargo location and status
thereby adding to a more positive
customer experience. This is a focus
for some of the work in the Shift2Rail
programme, which aims to promote
the competitiveness of the European
rail industry and meet changing
transport needs, accelerating the
integration of new and advanced
technologies into innovative rail
product solutions'?.

Barriers to change

The main obstacles to the enhanced
use of sustainable rail freight are the
lack of global rail infrastructure and
integration. Across the EU, there are
different track widths and at least five
different electrical supply systems,
meaning adhering to multiple safety
regulations between countries and
increasing the cost of multi-national
locomotion by up to 50%'". These
differences also result in bottlenecks
at borders, the removal of which

are timely and expensive. As such, a
unified approach between countries
is required. In particular following
Brexit, commmunication between
stakeholders and governments will
be key in harmonising systems to
streamline operations.

The current lack of aligned
investments in rail between
countries inhibits the expansion and
development of cross-border rail
freight flows and therefore the use
of rail as a viable alternative to road-
based transport. Globally, increased
investment and collaboration

is required to overcome these
challenges.

The process of electrification of rail
networks have been highlighted as
a possible development to further
boost rail freight as a sustainable
alternative to road freight. However,
this is not without its challenges as
in late 2021 UK rail freight operators
halted the use of electrified trains
and reverted to diesel engines as

a result of rising energy prices™. A

200% increase in electricity costs for
each train could not be absorbed

by operators or customers and as
such, diesel was regarded as the only
economically viable alternative. The
commercial challenges of operating
electrified engines are linked to both
conversion costs and the instability of
energy prices. As such, the uptake of
electrification of rail freight networks
is likely to be slow.

Consideration must also be given

to electricity generation. Although
carbon outputs from electricity

are lower than current diesel

engine freight trains, a long-term
solution will require electricity to be
generated in a more sustainable way.
Accordingly, the electrification of rail
freight is, to an extent, linked to the
wider national investment in green
energy generation.

Conclusion

Unsurprisingly, there is a lack of
public money available for rail
infrastructure projects in Europe.
Investment should therefore be
focused on densely used networks
where there is a clear demand or on
routes where there is likely to be a
consistent and stable freight flow'. As
rail is already a more sustainable way
of transporting goods, there must be
greater support and encouragement
for the shift from road haulage to rail
freight. This is also necessary for rail
to achieve an optimal share of the
freight market. As outlined above,
collaboration and communication
between stakeholders will be key in
decarbonising rail freight itself and
ensuring it remains as a viable green
alternative to other modes of freight
transport.

How HFW can help

HFW has a wealth of experience

in the transport and logistics
sector and can work with clients to
achieve their sustainability goals
by providing solutions for both
sustainable transport and logistics
in the entire life cycle of the
sustainable transportation system.
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If you would like to discuss how
HFW can support you with

your sustainability goals in the
transport sector, please speak to:

MATTHEW GORE

Partner, London

T +44 (0)20 7264 8259

E matthew.gore@hfw.com

AMY GYNGELL
Associate, London

T 44 (0)20 7264 8467

E amy.gyngell@hfw.com

or your usual HFW contact

SUSTAINABILITY
IN OUR SECTORS

We are committed to using our
legal and sector expertise,
networks and corporate
responsibility initiatives to
enable sustainable practices
across all of our operations and
the industries that we service,
and to drive meaningful and
lasting change.

Click here to visit our dedicated
sustainability hub.
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