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The Office of Budget Responsibility 
estimates that within three years, 
we are going to lose half our EU 
workforce. And we are not going 
to be able to replace them. That 
is a 50% loss among the 20% of 
workers who come from the EU. A 
loss to the rail industry, therefore, 
of one in ten employees. ALAMY.
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A cross the industry, 20% of the railway’s workforce 
comes from the wider EU.”

Neil Robertson, chief executive of the National 
Skills Academy for Rail (NSAR), sets out the scale of 
the problem:

“The Office of Budget Responsibility estimates that 50% of those 
European workers we have now will no longer be available to us. 
Within three years, we are going to lose half our EU workforce. And 
we are not going to be able to replace them.”

That’s a 50% loss among the 20% of workers who come from the 
EU. A loss to the rail industry, therefore, of one in ten employees.

To a regular commuter, this may appear an overestimate - we all 
encounter foreign accents on the train. But one in ten?

“This is more of an infrastructure problem than an operations 
problem,” Robertson continues. 

“The impact will be felt most strongly in the South East, where 
finding alternative workers will also be most difficult.

“The percentage of EU workers in Network Rail is very low - 2% 
or 3%. In the train operators it is 8% to 10%. So at the top of the 
supply chain it doesn’t look too bad, but when you look lower down 
the chain it’s a disaster waiting to happen.

“In operations you are looking at retail, hospitality staff, people 
on the platforms, security, and particularly cleaning staff. Train 
presentation teams are 80% non-UK nationals in the area broadly 
south of Derby. In general, this is a south of England problem.

“But our biggest worry is the supply chain to Network Rail, 
Transport for London and HS2, where 46% of the supply chain staff 
are from the wider EU. We are following the assumption that we 
will lose half of them.”

In the absence of official data, NSAR has contacted supply chain 
companies to assess numbers.

Robertson says some staff will be asked to stay on. Some will 
go back because it is economically better for them to do so. Those 
who have worked for a while to send money home to their families 
will find staying less attractive. And others will tire of what he calls 
“casual racism”.

With what impact?
“Firstly, we will get wage inflation, which is already running at 

6% in infrastructure. We think this will go up to about 9% - a new 
increase in wages among skilled trades of 9%.

“There will be accompanying increases in costs for services to 
train operators. Train cleaning will become more expensive. We 
will still find people, but the unit costs will go up and it will not be 

When RailReview last examined the impact of Brexit two years ago, it  
was largely a matter of guesswork. With the deadline now just months 
away, PAUL CLIFTON asks whether the effect has become any clearer

Brexit: “you can sense 
the nervousness…”

“Speaking on or off the record, we did not encounter a single train operator, 
infrastructure organisation or supply chain company that thought the rail 
industry would function better outside the EU than within it.”

possible to absorb these increases without an impact.”
NSAR advocates recruiting and training a larger number of 

apprentices. No surprise there.
Robertson continues: “It’s a question of scale. Is there sufficient 

capability in the training industry? No. Can companies fill the gaps 
with apprentices? No.

“And there aren’t that many unemployed people south of Derby. 
Among the groups from which we could recruit, we have virtually 
full employment.”

The answer, therefore, will be to seek workers from abroad. 
Robertson reckons the rail industry is ahead of the game here 
because it has strong data to identify the scale of the shortfall. 

He has made a submission to the Migration Advisory Committee, 
with a view to listing railway infrastructure skills as an area of focus 
in the UK’s points-based system for admitting skilled migrant 
labour.

“For graduate engineers we will be fine. We will get them from 
the Philippines and elsewhere. Our biggest shortage is at the lower 
end of the scale. The points-based system has not served semi-
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Skill Levels of Workers in Today’s Rail Workforce
Total Workforce Infrastructure Projects Workforce Maintenance Workforce

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

A - Professional/Manager/Engineer

B - Advanced/Higher Technician/Supervisor

C - Operative/Technician

D - Executive

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

Note: The skill levels are allocated by job role and represent Education Levels. Skill Level A - Level 2 (GCSE); Skill Level B - Levels 
3 & 4 - A Level/HNC; Skill Level C - Level 5 & 6 - HND/Bachelors Degree; Skill Level D - Levels 7 & 8 - Masters Degree/PHD

Skill Levels of Workers in Today’s Rail Workforce (2)
Corporate Services Workforce Operations Workforce Maintenance Workforce*
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D - Executive
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D - Executive

Note: * Manufacturing represents a very small proportion of the total rail workforce

Source: The National Skills Academy
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“



10   RAILREVIEW  |  Q3-2018

23.9%

50.4%

24.6%

26.5%

15%

56.9%

15.5%

58.4%25.7%

Source: STAT Skills Forecasting Study, 
Brexit Survey, December 2016

Do you employ non-British EU workers?

Yes
No

12

10

8

6

4

2

0

TO
C

s

H
um

an
 R

es
ou

rc
e 

In
c.

 C
at

er
in

g,
 

Tr
ai

ni
ng

 &
 H

ea
lt

h

In
fr

as
tr

uc
tu

re

Pr
of

es
si

on
al

 A
d

vi
ce

, 
C

on
su

lt
an

cy
 a

nd
 

Se
rv

ic
es

R
ol

lin
g 

St
oc

k 
M

ai
nt

en
an

ce
, P

ar
ts

 
an

d
 S

ys
te

m
s

R
ol

lin
g 

St
oc

k 
M

an
uf

ac
tu

re
, S

up
pl

y 
an

d
 D

el
iv

er
y

Si
gn

al
 a

nd
 

Te
le

co
m

m
un

ic
at

io
ns

Skill Levels of Workers in Today’s Rail Workforce
Total Workforce Infrastructure Projects Workforce Maintenance Workforce

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

A - Professional/Manager/Engineer

B - Advanced/Higher Technician/Supervisor

C - Operative/Technician

D - Executive

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

Note: The skill levels are allocated by job role and represent Education Levels. Skill Level A - Level 2 (GCSE); Skill Level B - Levels 
3 & 4 - A Level/HNC; Skill Level C - Level 5 & 6 - HND/Bachelors Degree; Skill Level D - Levels 7 & 8 - Masters Degree/PHD

Skill Levels of Workers in Today’s Rail Workforce (2)
Corporate Services Workforce Operations Workforce Maintenance Workforce*

40.2%

5.1%

29.7%

25%

62.9%

15.8%

21.2%

24.6%

69.1%

5%

A - Professional/Manager/Engineer

B - Advanced/Higher Technician/Supervisor

C - Operative/Technician

D - Executive

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

A - Operative/Technician

B - Advanced/Higher Technician/Supervisor

C - Professional/Manager/Engineer

D - Executive

Note: * Manufacturing represents a very small proportion of the total rail workforce

Source: The National Skills Academy

Source: The National Skills Academy
skilled people well, and I don’t believe it will in the future.
“Under the points-based system you need a bit of paper from a 

reliable institution to prove you have the skills we need. Generally 
people at levels 2 and 3 don’t have that bit of paper. And there isn’t 
the capacity among the processing teams who would have to clear 
these people to work in the UK.

 “I have heard ministers saying the points-based system is the 
answer to getting in migrant labour after Brexit. I don’t want anyone 
to be misled by that. It will not work for us in the way they are 
describing. That’s not just my opinion, it’s fact.

“In some sectors in the South East the number of EU staff is 55% 
to 75%. Losing half the workforce will have a large impact on the 
availability of jobs such as lorry drivers. Wages will go up across the 
board and some jobs will not be filled. And these people are all rail, 
bus and Tube passengers as well. This will affect fares both directly 
and indirectly.”

 
OVERCOMING THE POST-BREXIT  
SKILLS SHORTAGE
The core employment in the rail industry and its supply chain is 
240,000 people, according to NSAR. That excludes cleaners, retail 
staff and extras such as taxi drivers.

If the estimates prove correct, 25,000 of those will leave over the 
next three years.

“In every area of business we make contingency plans,” says 
Robertson. “We plan for earthquakes, we plan for fires, we plan for 
growth or we plan for contraction. But we are not planning for a 
shortage of labour.

“Could we find efficiencies of 10% to accommodate that? 
Possibly. But finding efficiencies through driver only operation has 
proved very hard to do. There are only so many efficiencies that can 

be made in train cleaning. We have picked the low-hanging fruit 
already.

“The digital railway will be a slow burn. It can bring 10% efficiency 
savings, but it will take ten years and not the three years we need.”

NSAR is a lone rail voice on this subject. We have not heard the 
big rail infrastructure companies speaking out in the way we have 
seen from Honda, BMW, Toyota and Nissan in the car industry. Why 
is that?

“Employers are terrified to talk about this stuff because they 
are worried about the backlash from reckless politicians. And the 
accusations of casual racism.

“Everyone reading this will privately agree. But when I try to have 
a discussion about it in official circles, it is closed down. The political 
atmosphere could not be more febrile. Companies do not want to 
be named and shamed - they don’t want to offend the Brexiteers 

“The ultimate worry for us 
is that at the 11th hour and 
59th minute, there is still 
no deal to operate between 
Britain and the rest of 

Europe. It could happen. But we have 
to assume it won’t, because there 
isn’t really any other choice.”

Roy Kinnear, Chief Commercial Officer, Flybe
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What will happen to the movement of goods through 
the Port of Dover? Will border controls force more 

traffic to switch to alternative ports? ALAMY.

in their own workforce and they don’t want to end up on the front 
page of the Daily Mail.

“If we make a political choice not to have free movement of 
labour, then we have to do something else to fill our job positions. 
But nobody is talking about what that something else might be.”

 AN AVIATION PERSPECTIVE
“We have to assume we will have not a hard Brexit, but a soft 
Brexit - and if possible with a transition,” says Christine Ourmières-
Widener, chief executive of regional airline Flybe.

 Headquartered in Exeter and employing 2,400 people, the 
company has a fleet of 74 aircraft operating across Europe. Its 
principal hubs are Manchester, Birmingham and Southampton 
airports, where strong rail links are key to marketing. 70% of its 
business is UK domestic flights, with 30% into mainland Europe, 

and a 50-50 balance of business and leisure travel.
“First of all, this is about our people - our staff and our customers,” 

says Ourmières-Widener. 
“Yes, this is about trade, and it has a big value. But it is even more 

important as an enabler of relationships between people. So the 
pressure to make Brexit work will come mainly from our customers, 
and not from us. They expect Brexit to work and they will not be 
happy if it does not.”

Although Flybe operates only within the UK and western Europe, 
it sees itself as a global organisation, and believes there are parallels 
with rail operators.

“It is important that goods can move across borders without 
difficulty,” says Ourmières-Widener. 

“Our planes are Bombardier from Toronto, and Embraer from 
Brazil. Our engines are from the USA. Our spare parts are from 
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all over the world. We do maintenance in Exeter, but our engines 
are serviced partly in Europe and even in the US. Our planes are 
leased in dollars, our fares are largely in pounds, and we pay many 
landing fees in Euros.

“I am proud to be French, I live in England, but like all airline 
executives I live in a global way.”

Roy Kinnear is Flybe’s chief commercial officer. “We cannot bring 
our business to a stop just because the political situation has not 
been sorted out,” he says.

“It is common for airlines to sell their tickets 11 months in 
advance. We are selling our flights now for next summer. We are not 
going to stop selling our flights after next March while we wait for 
the Government to make decisions.”

But right now, there is no legal framework in place to permit 
Flybe to operate outside UK airspace.

“That is correct,” says Kinnear. “But we cannot allow that to stop 
our business. It is a risk. We just have to hope that common sense 
will prevail.

“Operationally, we hope it will not have a big impact. We have 
12% of employees from Europe and we want them to stay. Also, 
the majority of our aircraft work from bases within the UK. At night 
most of those aircraft return here.

“We have to look to the wider impact of an economic downturn. 
Leisure travel in particular is very sensitive to economic changes. We 
are aware of the significant potential this has to affect our business 
plans. But the ultimate worry for us is that at the 11th hour and 59th 
minute, there is still no deal to operate between Britain and the rest 
of Europe. It could happen. But we have to assume it won’t, because 
there isn’t really any other choice.”

BREXIT FREIGHT
Freightliner believes the carriage of freight by rail will diminish 
under Brexit.

This may, at first sight, appear counter-intuitive. Freightliner is 
owned by the American company Genessee and Wyoming. It does 
no international business and operates entirely in the domestic 
market. What’s more, it is key to the container terminals of 
Southampton and London Gateway - deep sea ports that do little 
EU trade and principally carry goods to and from the rest of the 
world.

Also, Dubai Ports World (which operates Southampton’s container 
terminal) and Dubai-owned ABP (which owns the wider port) have 
both spoken of positive growth opportunities following Brexit. They 
see trade with the rest of the world offsetting any reduction in trade 
with our closest neighbours.

However, Freightliner’s Head of Rail Strategy Lindsay Durham 
explains: “Container traffic is a bellwether of the economy. We think 
the economy will dive. The economic impact is seen first in the 
movement of containers. If people buy less stuff, we carry less stuff.

“We have found it difficult to plan ahead because we do not know 
what the EU deal will be. And we do not know what will happen 
to the movement of goods through the Port of Dover - will border 
controls force more traffic to switch to alternative ports? We have 
absolutely no certainty of what will be happening even this time 
next year.

“The weakening of sterling has also affected our buying of 

Flybe’s Chief Commercial Officer Roy Kinnear says that his organisation could not 
bring its business to a stop because of the current political situation and as such is still 

selling flights for next summer, even with the uncertainty about next March. ALAMY.

“We think the economy will 
dive. The economic impact is 
seen first in the movement of 
containers. If people buy less 
stuff, we carry less stuff.”

Lindsay Durham, Head of Rail Strategy, Freightliner
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wagons and locomotives. They are not made in the UK, and 
therefore they have become more expensive. Rail freight assets in 
the UK are a niche market because of the different gauge, the choice 
of manufacturers is not large, and we have no expectation of there 
being scope for them being built in Britain.”

GB Railfreight Managing Director John Smith concurs: “It is hard 
to persuade our owners to invest in the UK rail freight market. 
There is more ‘wait and see’ since the Brexit decision.

“Our trade is mostly domestic, but the money isn’t. We are owned 
by Swedish private equity. We are raising debt on a European basis. 
A proportion of our Class 66 locomotives are financed on debt from 
a German bank. People aren’t saying ‘no’ to lending money. But they 
are saying they will wait, rather than committing now.

“That’s because we can’t answer their questions about future 
demand. Look at the aggregates market, which is important to us. 
The Government will have to stimulate it in some way, to lift demand. 
We see a reduction in spending on construction, particularly in 
the London area, that is specifically related to Brexit. There is less 
demand for cement and stone because we aren’t building as much. 
You can sense the nervousness.

“We have a small operation through the Channel Tunnel. For 
example, we do a train from Duisburg in Germany. It’s the China 
train that brings containers across Asia. We don’t understand yet 
how the customs clearance at Fréthun will work. We have no idea 
how - or even whether - it will function.

“From a business perspective, if this ends up being a Brexit with 
no agreement it will be disastrous. Carnage. They’ve got to kick that 
can down the road in some way.

“Like Freightliner, our wagons are from Poland and Romania, 
both makers owned by Greenbrier, which is American-based. And 

our locomotives are from America.
“The first hit was the exchange rate fall after the referendum. Our 

last Class 66s were bought at $1.70 to £1. They’ve now become 20% 
to 30% more expensive. We had an order on wagons in at the time 
- they immediately cost us 20% more. We’re now buying in some 
older kit, because new equipment is unaffordable.

“I hate dealing with risk that I can’t manage. The whole system 
of running a business is built on risk. We can load it, run it, buy a 
locomotive, build relationships - managing risk is what we do. But 
this… this is beyond our control. We have very high fixed costs. We 
can stop a train running but we still have the locomotive, still have 
the wagons, we still pay the driver. We save a bit on wear and tear, 
but that’s about it.

“The business is well-run, we have a good reputation, our service 
standards are excellent and our people are very committed to what 
they do. We are in a better place than others to survive this. What I 
don’t like is that we are talking about the hard times that lie ahead. 
It shouldn’t be like this.

“At a personal level I want to be spending my energy in other 
ways. I don’t sense that our voices count for a great deal in this 

“The digital railway will be a slow 
burn. It can bring 10% efficiency 
savings, but it will take ten years  
and not the three years we need.”

Neil Robertson, Chief Executive,  
National Skills Academy for Rail
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turmoil. Rail has lost its leverage following the timetable debacle. 
Our reputation is tarnished and I’m not sure politicians will listen 
to rail leaders as closely as they once did.

“I know very few people in the rail industry who think Brexit can 
work for us. In fact, I only know one… and a couple of blokes down 
the pub.”

 BREXIT IMBALANCE
If you are a committed Brexiteer, you may take offence at a perceived 
imbalance in this article. There are views from people worried about 
leaving the EU, but none of significance from people who see it as 
an opportunity.

Secretary of State for Transport Chris Grayling has consistently 
been one of the leading supporters of Brexit. He is convinced that 
it will be good for the economy. But that view is not widely shared 
within the industry over which he presides.

No bias here is intended. In fact, RailReview actively sought out 
people with opposing views. But in the rail industry, there aren’t 
many of those. We found this problem in our first debate two years 
ago - on this subject, the rail industry is nowhere close to being 
representative of wider society.

Speaking on or off the record, we did not encounter a single train 
operator, infrastructure organisation or supply chain company that 
thought the rail industry would function better outside the EU than 
within it. The National Skills Academy for Rail believes this picture 
is accurate. Flybe says the picture is similar across aviation. And it is 
equally true among cross-Channel ferry operators.

The RMT union advised its members to vote Leave. It believes 
that EU membership would entrench rail privatisation and 
fragmentation, making it impossible to return the industry to public 
ownership. 

Most other unions, and the Trades Union Congress, favoured 
Remain. The TUC believed wages would fall, manufacturing jobs 
would be lost, and employment rights put at risk. 

“We’ve been working on it since the day of the referendum. 
We’ve been identifying all the touch points with Europe,” says Laura 
Wright, head of international policy at the Rail Delivery Group.

“There are four key policy areas, or ‘Brexit Asks’. Access to skills 
you’ve already mentioned. Smooth cross-border transport for the 
ten million passengers and 2,000 freight trains that go through the 
Channel Tunnel, as well as how we deal with rail and maritime 
interfaces at ports. We need reciprocal market access - many British 
operators have aspirations overseas as the market opens under the 
Fourth Railway Package. And the final Brexit ask is for clarity of 
standards. This is the most complex area.”

Which of those is the RDG’s area of greatest concern?
“It keeps changing because of the febrile political situation. But 

my biggest fear is ‘no deal’. The risk of leaving without any trade 
agreements in place. We can make all the risks associated with 
leaving manageable, but only if we have enough time. So a deal and 
a transition period of two years could work. Although the outcomes 
are not necessarily what the industry would want, it could cope.

“But with no deal, at less than eight months to the deadline, we 
do not know whether we will have continuity of labour, or whether 
our freight trains will still run. Nobody has ever done this before, so 
there is no template, no checklist.”

Wright heads a team of three people working on behalf of the 
industry. As things stand, Eurostar trains would stop running on 
Brexit day because no agreement is in place. Similarly, no aircraft 
would fly to European destinations and no EU planes would cross 
British airspace on their way across the Atlantic. 

“I genuinely think that is not going to happen,” says Wright. 
“There is a political will. For Eurostar, I think we are moving 

towards bilateral agreements between the UK, France, Belgium 
and the Netherlands. I think it will be modelled on the Swiss land 
transport agreement. But that’s not to say I don’t have serious 
concerns about how the Government is going to draw up those 
bilateral agreements.”

Wright underwrites NSAR’s fears about the 20% of industry’s 
non-UK workers from the wider EU. The industry will need to 
replace 100,000 employees over the next decade through natural 
staff turnover.

“We will get a deal for highly skilled people - the visa system will 
manage that. And I think there will be a ‘barista visa’ for the volume 
of lower-skilled people.

“It’s the portion in the middle we are most concerned about. 
People who are trained for six, nine or 12 months on specific plant 
or machinery. Or labour that moves around Europe on specific 
jobs, such as operating particular bits of Network Rail yellow plant, 
which come with gangs of people. People in the mid-skill range, 
such as bilingual drivers on trains through the Tunnel. Having a skill 
such as a language won’t class as high-skilled, but it certainly isn’t 
low-skilled. And we don’t have a pipeline of people in the UK who 

As it currently stands, Eurostar trains will stop running on Brexit 
day because no agreement is in place. RDG’s Laura Wright says that 
Eurostar is moving towards bilateral agreements. BRIAN STEPHENSON.

“At less than eight months 
to the deadline, we do not 
know whether we will have 
continuity of labour, or 
whether our freight trains 

will still run. Nobody has ever done 
this before, so there is no template, no 
checklist.”

Laura Wright, Head of International Policy,  
Rail Delivery Group
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The RailReview Brexit debate
In September 2016, a group of the RailReview Editorial Board sat 
around a table to debate the potential opportunities and threats 
Brexit posed for the railway.

The conclusion of that debate was a surprising one - that 
Brexit was seen as neither a good or bad step for the industry. 
Compared with shipping, aviation and road transport, the effects 

were expected to be less significant. 
The group felt that Brexit presented 

some positive opportunities, offering 
a catalyst for changes that were likely 
anyway, and that it should not be used 
as an excuse if those opportunities 
are not taken…
■ You can read the original article 
in Q3-2016, available in the Digital 
Issues archive on www.railreview.
com.
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“A genuinely liberalised market has 
been maturing here over 20 years. 
It is not the only liberalised market. 
But it is the most advanced. It is not 
perfect, but the competition is fair.” 

Chris Jackson, Head of transport sector, Burges Salmon

“We will need to protect what is good 
about European standards, so that 
manufacturers in the UK can still 
export into the European market.”

Mark Phillips, Interim Managing Director, RSSB

supplier on the verge of a deal with a large European train 
manufacturer. Brexit, he said, led to feelings of uncertainty. The 
contract was cancelled. 

But is Brexit really to blame for changes in the cycle of 
manufacturing?

“There was always a nod and a wink on contract talks, that you 
had to have a UK manufacturing facility or at least get supplies 
from UK companies,” said Tammy Samuel, partner at law firm 
Stephenson Harwood. “That is not currently allowed under 
procurement regulations. It still won’t be allowed following Brexit, 
unless we start repealing legislation. 

“If that does change as a result of Brexit, with new weighting 
towards domestic manufacturing during evaluation of bids, then it 
could lead to UK firms getting more orders or newer ones following 
the Hitachi model of building a final assembly plant. It could 
therefore encourage inward investment.”

Martin Fleetwood, a board member of UK Tram, commented 
that Brexit has coincided with a policy shift towards more new 
rolling stock. Britain is moving away from refurbishing older trains. 

Tim Durham, whose job at Macquarie is to finance rolling stock 
deals, agreed that the shift had started before the Brexit debate. He 
thought the decision to leave the EU would not produce a radical 
change. 

“There was a change in franchise specifications to have a more 
qualitative scoring bias towards new trains,” Durham explained. 
“There are more new trains than anyone expected. At the same time 
there is cheap financing worldwide. So the combination of more 
trains, cheaper trains and cheaper money means that buying new is 
cheaper than refurbishing old trains. 

“It is a macroeconomic thing, not a Brexit thing. Remember 
Hitachi are doing final assembly here, not manufacturing, and 
they built a site for one specific order. It will be interesting to see 
what Siemens do. They consider the UK a home market - they are 
not a big supplier in Germany. Will they feel forced into following 
Hitachi?”

RSSB Managing Director Mark Phillips responded that there is 
a limit to how much more rolling stock is likely to be ordered. A 
couple of big contracts are on the horizon, but then it would tail 
off, he said. 

“If you are not already here, and you are only going to win one in 

every three or four bids that you submit, that is a big investment to 
overcome when the pricing is very competitive.”

Chris Jackson, head of transport sector at lawyer Burges Salmon, 
felt there was much to lose if the competition for contracts openly 
favoured companies manufacturing in the UK. 

“A genuinely liberalised market has been maturing here over 
20 years. It is not the only liberalised market. But it is the most 
advanced. It is not perfect, but the competition is fair. 

“That is a huge strength because companies will want to continue 
to be part of it. The problem will occur if the procurement and state 
aid rules are amended specifically to build in a home preference. 
That starts to undermine the credibility of what is a trusted market 
at the moment. 

“That central trust element is very important, and Brexit could 
significantly influence that.”

RAIL INDUSTRY PERFORMANCE:
(DRIVEN BY MIGRATION?)
During the referendum campaign, the issue of migration dominated 
the Brexit debate. Yet during the panel discussion it was barely 
mentioned.

Chris Cheek, of The TAS Partnership, wrote in the partnership’s 
latest Rail Industry Performance report that changes in migration 
rates may have a significant impact on rail. The UK rail market is 
dominated by London, which also has a disproportionate amount 
of national inward migration. 

“The recent strong growth in the population caused by both 
migration and a recovery in the birth rate has undoubtedly had 
an effect on the demand for transport, particularly in London,” he 
wrote. 

“Since the privatisation of the railways in the mid-1990s, the 
population of the UK has grown by more than 7.4 million people, a 
rise of 13.3%. Greater London has grown by over 1.5 million people, 
a 22.5% increase.”

According to ONS Labour Force Survey data (see graphs above), 
the number of people employed in London has increased by almost 
1.4 million (more than 40%) over the same period. So a change 
in the rate of migration could influence rail in London at a rate 
approaching double that of the nation as a whole. 

Cheek said: “According to our latest report the private sector 
train operators made between them an operation profit of £273 
million in 2014-15. That was on a total turnover of £10.9 billion, and 

represented a margin of 2.5%. It represents just 16.5p per journey 
out of the average fare of £5.32. 

“Between them the operators paid a net £659m into the Treasury 
in premium payments for the rights to run the trains. So the 
Government earned twice as much as the operators.

“This is a different picture to the one painted by politicians and 
the media. There are deep-rooted industrial relations issues and 
ongoing capacity problems. But these will not be solved by changing 
the ownership or by other wholesale reorganisation of the system. 
Government still controls many aspects of the network, including 
regulated fares, service levels, rolling stock policy and investment 
levels. It owns the infrastructure, too. People need to know that 
these issues are already settled in Whitehall.”

A ‘WHOLE SYSTEM’ APPROACH 
“There will be many bits of the industry looking to get out of 
onerous standards requirements,” thought Mark Phillips.

“The risk is that things to change could be picked out in isolation. 
It is most important that we look at the system as a whole. 

“If you start to change the standards required for infrastructure 
- I could cite the overhead power lines on the Great Western - 
that could have implications for designers of pantographs and the 
providers of the power supply. I think there will be pressure to 

amend European standards, and I think therefore there will be a 
need for clear impact assessments.”

Martin Fleetwood felt there would be a desire for the UK to have 
quicker decisions on standards than is possible under a system that 
relies on achieving pan-European agreements. Could we, he asked, 
have more rapid progress on the interface between light rail and 
heavy rail?

“In Europe the system is pretty heavily defined in terms of 
standards,” Phillips countered. “It would be disappointing if we 
suddenly started to unpick that. We will need to protect what is 
good about European standards, so that manufacturers in the UK 
can still export into the European market. We do not want to close 
that down.”

If the UK follows the Norway/Iceland economic model, the EU 
will continue to set standards which the UK will have to follow 
without having any say in them.

“European standards dictate what happens over here, and to a 
large extent that won’t change,” opined Stephen Joseph. 

Tammy Samuel questioned whether European rules would be 
needed all the time. She pointed to a forthcoming order for 250 
nine-car trains for London Underground, with Hitachi and Siemens 
joining forces to bid despite London Underground stock not being 
built to European standards. 
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are proficient in other languages, because schools are not producing 
them.

“Are we ready as a country to backfill these roles if other EU 
nationals leave? No, we are not.”

The RDG believes the recent White Paper on Brexit adds 
complexity to the minefield of maintaining common international 
standards. 

It has brought different industry groups together with the supply 
chain under one umbrella, to agree a single position. This assumes 
that the UK railway will continue to apply European standards 
unless there is a whole-industry, whole-lifecycle agreement to 
diverge. It will be decided by a representative body that will probably 
sit within RSSB.

Wright says that convergence with Europe will generally be 
appropriate, with the possible exception of some remote parts of 
the network.

“But it’s no good that decision to diverge being made by one party 
because it happens to be cheaper for them at the time, because that 
could make the supply chain more expensive overall,” she warns.

A series of technical workshops is currently under way to 
understand how standards could be applied in future.

 Wright continues: “On April 1 next year we are not going to start 
changing the standards. This is a slow-burn concern.

“The more pressing issue is the uncertainty of ‘no deal’. The 
Government has made it clear it does not want to participate in 
European agencies, other than the European Medicines Agency and 
a couple of others.

“We have been told we won’t be in the EU Agency for Railways. 
But that is where we have been very successful in influencing 
standards, so my fear is that we might soon be implementing 
standards over which we have had no influence at all.

“We are pushing Government to let us have membership of the 
Agency for Railways, and we think we meet all the criteria for that 
from the White Paper. If that doesn’t happen, then we will look to 
have a bilateral agreement with the agency. But that would reduce 
our influence.

“As for customs and border controls, we have projects under way 
on how rail manages them. This is an area to watch, as we might 
have better proposals for ease of access than road transport, and it’s 
possible this could work to rail’s advantage. We have done a large 
amount of work, including comparisons with the USA-Canada 
border, Switzerland and Norway.”

RDG’s concern, in common with other industry voices, is how 
much remains unresolved. As Wright puts it: “There are still many 
unknown unknowns.” 

In other words, there are as-yet unidentified issues that will 
challenge the rail industry between now and the end of March.

“Never a day goes by without me talking about Brexit,” she 
concludes. “And I am not expecting many days off in the next year. 
It is very challenging.” ■

“I know very few people in 
the rail industry who think 
Brexit can work for us. In 
fact, I only know one…  
and a couple of blokes down 

the pub.”
John Smith, Managing Director, GB Railfreight
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T
he decision to leave the EU heralds the biggest political 
and economic upheaval in a generation. No corner of 
the country will be unaffected. As yet, the implications 
for the rail industry remain largely unquantified. 

The impact could be huge. European legislation frames 
how the railway works. Who defines air quality standards? The EU. 
Signalling? The EU. Procurement processes? The EU. Noise? The EU. 
Competition rules? The EU. Separation of track and trains? The EU. 
The ‘Digital Railway’? In many different ways, the EU.

It’s not hard to find fault with the UK’s railway - its structure is far 
from perfect. But by any measure you choose, it is successful. It carries 
more people, more safely and more reliably than almost anywhere 
else. It is seen as a great place to do business, and a great place in 
which to invest. Why else would bankers, suppliers, contractors and 
operators from all over the world compete to work here? 

Will the likes of Siemens, Deutsche Bahn, SNCF or CAF walk 
away from a stable, liberalised rail market that will continue to grow 
for the foreseeable future? Will Hitachi or MTR shift operations to 

As we prepare for life outside the EU, what opportunities and challenges 
confront the rail industry? Members of RailReview’s Editorial Board come 
together to examine the issues. PAUL CLIFTON distils their discussion

Brexit... a positive  
catalyst for change?

“Government will not feel  
constrained in the future by the need 
to observe European procurement 
rules. A potential strength of the 
Brexit deal will be the promotion  
of more skilled manufacturing  
jobs in the UK.”

Stephen Joseph,  
 Chief Executive, Campaign for Better Transport

an EU member state? Possibly… but it seems unlikely. 
Ahead of the referendum on membership of the EU, the transport 

industry was almost universally in the Remain camp. Dissenters 
were few and far between. But after two hours of detailed discussion, 
our RailReview panel members surprised themselves with their own 
conclusions.

Brexit might not be the catastrophe many had predicted. It presents 
opportunities that could lead to more British jobs, enhancing the 
national skills base and attracting inward investment. It could 
stimulate manufacturing and benefit home-grown companies, 
opening the door to innovative forms of funding. It could act as a 
catalyst for changes that are already under way. 

Certainty, stability and protection of a whole-system ethos were 
the key outcomes wanted by our panel. Members called for clear 
leadership to ensure that a relaxation of EU restrictions does not 
lead to some sectors of the industry acting to the detriment of 
others. 

THE NEW TRAINS MARKET
“The new Transport Secretary is a leading Brexiteer,” observed 
Campaign for Better Transport Executive Director Stephen Joseph. 
“Chris Grayling will want to show what the benefits of leaving the 
EU could be.”

Is that a good thing for the industry? The decision to leave has 
been made, so we must now get on and deal with it. 

Grayling has said it could benefit UK manufacturing, and perhaps 
the signs are already there. A deal in August featured Abellio 
retaining the East Anglia franchise with a £900 million order for 660 
new Bombardier Aventra vehicles to be built in Derby. Grayling said 
at the time: “The decision to order rolling stock from Bombardier 
will ensure our train building industry in Derby remains strong.” 
Swiss manufacturer Stadler will also enter the UK market, with 383 
vehicles as part of the deal.  

“Remember the huge argument in the last Parliament when the 
Thameslink order went to Siemens?” asked Joseph. “Government 
will not feel constrained in the future by the need to observe 
European procurement rules. A potential strength of the Brexit deal 
will be the promotion of more skilled manufacturing jobs in the 
UK.”

“One manufacturer believes it lost the East Anglia contract 
because of Brexit,” commented ESG Rail’s Elaine Greenwood. “It 
has been forced to consider whether it needs to have an assembly 
plant in the UK, like Hitachi, to secure future orders. 

“Because of the sudden swing in the exchange rate, the company 
went from having a competitive bid to not having one. Asked 
to confirm prices at the last minute, this one declined to do so, 
knowing the slump in the pound had shifted the sands so badly.”

Len Porter, former chief executive of RSSB, knew of a company 
enduring the opposite end of the pendulum - a smaller British 

Brexit could present many opportunities for the industry, 
by attracting more inward investment. The iconic  

refurbished roof at King’s Cross station. NETWORK RAIL.
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“We want to have plenty of people 
in the market place. To have only 
two bidders for a rail franchise is not 
good. We need European bidders in 
this market.” 
Tim Durham, Managing Director, Macquarie European Rail

“The system ain’t broke. Perhaps  
the Government should get on with 
the really important issues around  
Brexit and just leave transport to  
get on with it.”

Tammy Samuel, Partner, Stephenson Harwood

NOTES FROM THE  
PANEL’S WHITEBOARD
STRENGTHS
n More inward investment
n Potential for more UK manufacturing jobs
n UK specifications are already a reality in manufacturing

WEAKNESSES
n Lack of cohesive systems integration and thinking

OPPORTUNITIES
n Potentially quicker/flexible/relevant UK Government action
n Change to state aid rules outside of the EU
n New funding models
n Catalyst for change, review or innovation in the industry

THREATS
n Challenge to liberalised market
n A pick-and-mix approach to UK standards
n Divergence from European standards that work
n No influence on European standards that we still need to 
comply with
n Potential impact on non-UK bidders for UK franchises
n Economic impact for UK plc
n Risk to Control Period 6 investment

WHAT OTHERS HAVE SAID…
“Any slowing in the economy will reduce 
growth in rail demand, putting pressure  
on profitability but perhaps giving the  
industry breathing space to provide  

much-needed extra capacity. Much EU rail policy  
has reflected British practices and thinking, so less is 
likely to change post-Brexit than some might wish.”

Richard Brown, Non-Executive Director,  
Department for Transport and Network Rail

“No one, neither in the UK nor among  
our neighbours, can afford anything  
but an open market solution.”

Will Whitehorn, Deputy Chairman, Stagecoach

“Businesses have been attracted to invest  
in Britain because rail is first in class  
across Europe, and because we have  
a stable political and regulatory  

environment. The risk is that the Brexit vote  
has changed that perception, damaging the  
rationale to be based in Britain.”

Jim Steer, Director, Steer Davies Gleave

“We have been effective partners of the EU structure 
for 43 years and our long-term business relationships 
will be severely impacted.”

Jim Spittle, Vice-President, CILT  
(Chartered Institute of Logistics and Transport)

“The immediate effect of the Brexit vote will be reduced 
growth or a possible decline in trade and volumes of 
activity. The UK freight and logistics workforce is  
2.9 million people, many of whom are not UK citizens 
- the sector must continue to ensure our workforce  
is valued.”

Prof Alan Braithwaite, Chairman,  
CILT freight and logistics policy group

■ With acknowledgments to CILT.

go somewhere that is more stable.
“The UK rail system has its moments, and people like to criticise 

it. The market works reasonably well, and you don’t want to mess 
with that too much. 

“We want to have plenty of people in the market place. To have 
only two bidders for a rail franchise is not good. We need European 
bidders in this market. 

“The first test will be the financing of new trains for East Anglia. 
£1.5bn is a lot to raise. I think the money is there and I think it will 
get signed.”

Chris Jackson added: “People will continue to invest in UK rail 
provided there are not wholesale changes to the liberalised market.”

Mark Phillips replied that the Department for Transport would 
continue to seek the lowest cost operations, and would therefore 
not wish to pencil in British bidders to the exclusion of others. 

Tammy Samuel: “The system ain’t broke. Perhaps the 
Government should get on with the really important issues around 
Brexit and just leave transport to get on with it.”

“There is an interesting comparison with the bus industry,” 
commented Stephen Joseph. “Right now the Government is 

working on the Bus Services Bill, which allows for extension of 
franchising outside London. The British companies are defending 
their territories. Some of the foreign state-owned operations 
in rail are starting to look at the bus networks. If there is decent 
competition they will bid. 

“Go-Ahead announced £100m profits, and nearly all of that came 
from buses. These operators are marking large returns. A franchising 
operation giving lower returns but fixed over longer periods will be 
attractive to new entrants. It could be more attractive to state-owned 
operations from abroad than to companies like Stagecoach. So I 
would play down the idea that non-UK bidders could get cold feet.”

CONCLUSIONS
During the referendum campaign, the transport industry almost 
universally supported remaining within the EU. 

Many of the biggest train operating groups and a majority 
of companies in the railway supply chain are international 
organisations trading globally. Some are based in the UK. Others 
have substantial UK operations but have their origins elsewhere. 

The only substantial transport sector opposition to the Remain 
camp came from the RMT union, which argued that the EU would 
prohibit the return of the whole industry to public ownership. Most 
unions and the TUC favoured Remain because of EU protection for 
workers’ rights, including the Working Time Directive and safety 
regulations. 

So there was an expectation ahead of the panel meeting that 
Brexit would spread unease and uncertainty, leading to a reluctance 
to invest. At the very least, there would be a slowing down in the 
rate of growth in rail passenger numbers. 

Opinions changed! 
“I feel slightly more positive,” commented Elaine Greenwood 

of ESG (a company, let’s not forget, owned by Deutsche Bahn). “I 
thought Brexit would be very messy. After a sensible discussion I 
can now see the potential for some benefits.”

Her view was echoed by others on the panel. 
Len Porter: “I was quite surprised to hear from everyone that 

Brexit may not have the severity of impact that many of us thought. 
It is a challenge that needs to be managed. It doesn’t feel such a 
negative thing.”

Tammy Samuel: “If the industry is going to carry on largely 
unaffected by Brexit, we need to get that out there. The last thing the 
railway needs is more uncertainty. We have had so many reviews, 
so many flip-flops, so many franchising stops and restarts. The best 
thing that can come out of this is that we carry on more or less as 
we are now. Any change should be gradual.”

Stephen Joseph: “I think the divergence of standards issue 
is very important. We need to ensure that it does not hinder the 
opportunity to increase the export of rail expertise and services. 
And the potential changes to rules governing state aid also present 
a possibility for new ways of funding, especially for devolved 
government.”

The UK is Europe’s most liberalised market. It is seen as fair. 
Should the UK Government become more protectionist following 
Brexit, this could be a way to encourage UK jobs. But the negative 
effect of discouraging international suppliers was seen by the panel 
as the greatest danger in the new economic order. 

The panel’s key conclusion was that when we go from EU 
standards to UK standards there is a significant risk that we screw 

around with the system as a whole. We could keep the bits we want 
and discard some we don’t. But we could realise afterwards that we 
have messed up a whole system that actually works quite well.

There was no clarity about how Brexit will proceed. The Prime 
Minister has repeated the mantra of “Brexit means Brexit” without 
yet defining the meaning. And Brexit Minister David Davies has 
suggested it is unlikely Britain will remain part of the single market. 

But if the industry does not lobby for its interests from the earliest 
opportunity, it risks losing out. 

The panel called for a clearer focus and greater leadership from 
the Rail Delivery Group. An integrated system-wide approach to 
the challenges posed by Brexit is needed. Network Rail and other 
components of the rail system should be encouraged not to act in 
isolation as they seek to adapt to the new environment. 

Brexit is seen as neither a good nor a bad step for the industry. 
Compared with shipping, aviation and road transport, the effects 
are expected to be less significant. It presents some positive 
opportunities, offering a catalyst for changes that were likely 
anyway. It should not be used as an excuse if those opportunities 
are not taken. ■
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Len Porter (Chairman)
Former chief executive of RSSB,  
now non-executive director of  
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chairman of RailReview’s  
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Managing director of  
Macquarie European Rail.
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wholly owned by 
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Chris Jackson
Head of transport  
sector at lawyer 
Burges Salmon.

Stephen Joseph 
Chief Executive,  
Campaign for Better 
Transport.
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Partner in legal firm 
Shoosmiths. Board 
member of UK Tram. 
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Managing director  
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Tammy Samuel 
Partner at law firm 
Stephenson Harwood.
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“It is now more important that the 
Rail Delivery Group really starts 
thinking about the system as a  
whole. Different groups cannot just 
go and make their own post-Brexit  
amendments to suit their needs,  
because that could be to the  
detriment of the industry  
in general.”

Len Porter, Former Chief Executive, RSSB

“It was an unspoken rule that there 
were some markets in the EU where it 
was pointless bidding. Decisions were 
made before looking at the bids. That 
is only going to get worse after Brexit. 
Protectionism will be a bigger factor.” 

Elaine Greenwood, ESG

“Why do we need to stay the same when they are already 
used to having a rolling stock platform they can adapt to different 
markets?” she asked.

Len Porter summed up the panel’s thoughts: “There is a threat 
to systems thinking. Network Rail thinks infrastructure; operators 
think about train services. It is now more important that the Rail 
Delivery Group really starts thinking about the system as a whole. 
Different groups cannot just go and make their own post-Brexit 

amendments to suit their needs, because that could be to the 
detriment of the industry in general.” 

THE ECONOMIC IMPACT
Halfway through the debate, it was pointed out that no one had yet 
mentioned the effect on passengers. 

“If you asked Chris Grayling, he would say that the railway 
does not work for passengers because it is full of people throwing 

contracts at each other,” said Stephen Joseph. “His view is that 
Brexit gives an opportunity to get out of that - a chance to have 
more integration between track and train.

“I told him the people who are most into this are the people 
in his own department, who spend their time working out which 
boxes have been ticked rather than working out what would benefit 
passengers.”

Tammy Samuel countered: “Our record is not good on 
integration. The SWT Deep Alliance with Network Rail failed. The 
experience in Scotland has not been terribly positive.” 

Samuel is working with Transport for London on Crossrail. TfL 
will be the authority, the infrastructure manager and the controller 
of services. Yet European legislation requires the separation of track 
and trains. 

“It can be done,” she said. “We decided to stop being vertically 
integrated long before Europe did. Brexit won’t necessarily alter that.”

“Germany and France made absolutely certain there was plenty 
of wriggle room to allow vertically integrated operations,” said 
Chris Jackson. “You just need to be careful how it is done.”

Most economic commentators think there will be a lessening of 
economic activity, at least temporarily, during the Brexit process. 
With less tax revenue, the Government may seek to spend less. 
It could turn to a Network Rail no longer beholden to European 
standards. 

“Cancelling HS2, delaying electrification - these schemes could 
fall off a cliff,” warned Stephen Joseph. “Or it could go the other 
way. The Government might spend more on infrastructure to 
stimulate the economy. Brexit is both a threat and an opportunity, 
and it is too early to predict which it will be.”

“We can now make our own rules about funding, about state aid,” 
said Chris Jackson. 

“Under European rules, the state cannot give an advantage to one 
commercial operator over another. If we relax those rules to have 
innovative partnership arrangements which have a commercial 
element in the mix, Brexit potentially gives the Government the 
ability to have new funding models.”

Will the UK seek to protect its own markets, possibly with state 
intervention? Although this could encourage home-grown jobs and 
promote skills, no one on the panel thought it would be constructive 
to discourage European firms that already have a strong grip in the 
UK. 

“It was an unspoken rule that there were some markets in the 
EU where it was pointless bidding,” said Elaine Greenwood. 
“Decisions were made before looking at the bids. That is only going 
to get worse after Brexit. Protectionism will be a bigger factor.” 

Tammy Samuel: “Will the foreign-owned train operators be 
put off bidding? The likes of Abellio, Arriva and Keolis? National 
Express is, in fact, mainly Spanish. Will we be limited to Stagecoach, 
First and Go-Ahead? 

By leaving Europe, are we restricting ourselves to the UK 
competitors and restricting their abilities to bid in other European 
countries?”

Tim Durham, of Australian investor Macquarie, could take a non-
European perspective. “Macquarie’s point of view is that London 
remains a global trading centre, and we don’t think its influence 
will change a great deal. We don’t think there will be tumbleweed 
blowing down City streets. 

“We have a very strong financing market for rolling stock. There is 
so much interest in UK rail investment. But if you start to play with 
the structure in a big way, it will scare off investors and they will ©

 A
LL

 P
H

O
TO

G
R

A
PH

S:
 JA

C
K

 B
O

SK
ET

T/
R

A
IL

R
EV

IE
W

.



16   RAILREVIEW  |  Q3-2018

Suzanne Tarplee
Partner, Stephenson Harwood

Brexit

 Cost pressures are 
just the headline act in 
Paul’s article. Demand 
is weakening, too. 

Brexit - should we be nervous, or simply mindful? Whatever 
your view, we need to plan.

Neil Robertson is right to consider the impact of Brexit on 
the railway’s workforce, but this is a challenge the UK rail industry 
has faced for many years now. With the advent of increased rail 
travel and investment, we in the industry have been looking for 
solutions long before Brexit, particularly in relation to skilled workers. 
Indeed, this is the very reason there has been a push in the industry 
to attract our school leavers into engineering, to the development 
of rail-focused colleges, and to promote apprenticeships.

But is Brexit really going to have the anticipated impact on worker 
numbers? The honest answer is that nobody knows for sure, 
particularly when the Government’s proposals are not yet clear. 
Robertson says some staff will be asked to stay on. Some will go 
back because it is economically better for them to do so. Those 
who have worked for a while to send money home to their families 
will find staying less attractive. And others will tire of what he calls 
“casual racism”. Is this any different to the position now?

On ‘exit day’, the UK will no longer be a Member State. The 
European Communities Act will be repealed, but it is expected 
that EU regulations, decisions and EU tertiary legislation in force 
immediately before exit day will continue to be part of the laws 
of the UK. While the principle of free movement of people will 
end and the UK will then determine domestic immigration laws for 
those from the EU wishing to work in the UK, the UK has proposed 
a framework for mobility of people to allow free movement 
until the end of 2020. Ultimately, all sides recognise that some 

immigration will be needed going forward. The UK proposes to 
permit movement in many cases with reciprocal mobility between 
the UK and the EU-27 - for businesses moving talented people, for 
temporary business activity and for studies. 

EU citizens and their families who have been living in the UK 
for at least five years by the end of 2020 will be able to apply for 
‘settled status’, giving them the right to remain and work in the UK 
indefinitely. Those who have been in the UK for less than five years 
by the cut-off date will be permitted to remain until they qualify, 
and can then apply.

Surely, therefore, rather than just looking to the politicians and 
lawmakers, it is incumbent on us, as employers in the industry, to 
create a working environment that encourages those who work in 
the industry. We need to do everything we can to ensure that those 
Neil Robertson identifies as being at risk of leaving are encouraged 
to stay.

We also need to continue to encourage new entrants, both 
skilled and non-skilled, to look to the rail industry as a real and 

Paul Clifton has done well to avoid personal opinions and get 
at the evidence in this most political of challenges. Independ-
ent research, he finds, suggests that rail will lose around 

10% of its workforce. As any labour market economist can tell you, 
wage costs will rise as a consequence. 

The prices of key imports such as wagons and locomotives have 
already risen from the impact of the referendum result on Sterling 
- and it’s weakening further on the perceived risk of a no-deal 
outcome. If the engineering supply chain has - as NSAR advises - 
46% of its staff from the wider EU, a full-blown labour squeeze will 
surely trigger major price rises. Have bidders for franchises realised 
that come Brexit, they can no longer assume a full staff transfer 
in jobs such as train cleaning where non-UK EU staff predominate 
(especially in the South)? Has Government developed - even on a 
contingency basis - a revised budget for rail? 

Sadly, the huge achievement over the past 20 years of returning 
the national railway to an operating break-even position (excluding 
the costs of enhancement) will be undone by Brexit, it would seem. 

In mitigation, labour cost pressures will boost the value of 
investment in new technologies that reduce labour requirements. But 
this takes time, even if in the long term it will drive higher productivity 
measures. And this wasn’t the focus of the CP6 settlement, with its 
emphasis on renewals and better operational performance. 

The rail sector needs a new plan, even as it fights its corner 
for continuing quotas of EU-based staff. This must include an 
acceleration of capital investment that allows for 10% fewer staff. 
By all means have a contingency for the ‘no deal’ scenario, but 
a central plan should assume an orderly Brexit - the prospects of 

which are dramatic enough.
Because cost pressures are just 

the headline act in Paul’s article. 
Demand is weakening, too. He 
finds freight operators that he 
presumed to be anticipating 

more container movements from deep-sea ports (as trading 
relations shift away from the EU) instead looking at their key 
business driver: domestic consumer spending power. And that is 
falling, with inflationary pressures and other Brexit effects. In the 
rail passenger sector, where London is such a key driver of traffic 
volumes, commuter growth has stalled. And while inward tourism 
is booming, city workers are working part-time while others are 
relocating to other EU nations. 

So this is an excellent snapshot, full of insight. But it can only 
tell part of the story. There are some opportunities for rail, and 
belatedly the Rail Delivery Group has called for inland customs 
clearance at key rail depots. With road haulage delays at Dover, rail 
offers a great alternative, although scarce network capacity may 
need to be prioritised for ‘food and freight’. 

But there are also other downsides that could cost the rail sector 
dearly. These include: exclusion from the Agency for Railways 
(ERA, where the UK input has been so influential); the loss of 
the EU Competition Authority (so much more effective than any 
replacement UK agency could be); and the loss of structural and EIB 
funding (with no successors in sight). The list is long.

But one area is not at risk, it seems. The EU-based companies 
that have won such a large share of passenger franchises are UK-
registered and keen to continue post-Brexit. 

Jim Steer
Founder and Director at Steer 
 (formerly Steer Davies Gleave)
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A s the article itself acknowledges, it does not give a 
particularly balanced view on the effects of Brexit. 
It is difficult to find any positive opinions of Brexit 

in the construction industry. But whatever the final result 
of the Brexit negotiations, there will be winners and losers 
across the sector.

The biggest issue facing the sector, and the wider country, 
is that two years on we are no nearer understanding what 
the post-Brexit landscape will look like, and so no detailed 
planning can be undertaken to deal with the outcome. 
Everybody is doing their best to run with various scenarios, 
but the options are so complex that this is, at best, a very 
rough guess as to what the outcome may be.

By far the biggest issue facing the construction side of 
the industry is how the exit will affect our workforce. While 
some professions are largely confident that they can make 
a case for visa-friendly agreements for qualified staff, and 
believe they can plug any gaps with staff from further 
afield, this is unlikely to be the case for the unskilled and 
semi-skilled construction workers.

It is hard to quantify the numbers of EU workers employed 
on our infrastructure projects (the range of opinion spans 
from 25% to 45%), but it is agreed that the effects would 
be significant if these numbers were to be dramatically 
reduced.

The effects in the short to medium-term could range from 
increases in tender price inflation of 10% to 15% on some 
packages of work, to some projects being halted because 
there is simply no capacity to carry out the work. Longer-
term, these issues will reduce as the industry continues to 
move to more modern ways of working, such as off-site 
manufacturing and modular solutions, but it will still be 
a number of years before we see the full benefit of the 
investment being made 
here.

My view is that the 
sector has demonstrated 
its robustness over 
many years and cycles 
of investment, and that 
it will be able to adjust to whatever Brexit throws at it. 
The Government is fully aware of how important major 
infrastructure schemes are to the economy, and I am 
optimistic that it will do all it can to make sure there are no 
major shocks to the labour needed to deliver these schemes.

The key is to have some clarity as to the future, so that 
the industry can make plans. Unfortunately, it looks like any 
agreement will be made at the last minute, so the ability to 
be flexible and react quickly will be the key to success or 
survival for clients, consultants, contractors and the wider 
supply chain.

No matter what, the next 12 to 18 months will be a major 
challenge for all involved.

attractive option. Surely this is something we should be looking to 
achieve in any event, and should not be linked to Brexit? Many in the 
industry are pushing this agenda - it isn’t just linked to Brexit, but to 
a recognition that with an ageing workforce we need to inject new 
enthusiasm and talent.

But it’s all very well having the workforce if passenger trains can no 
longer run to the continent and freight no longer has the business. 

Lindsay Durham thinks the economy 
will dive, and that the economic 
impact is seen first in the movement 
of containers: “If people buy less stuff, 
we carry less stuff.” While I think we 
all agree that there is an element of 
uncertainty on the economy, and that 
there has been Brexit-related volatility, the pessimistic Treasury pre-
referendum predictions have not (to date) been realised.

It is also worth remembering that the core structure of the UK 
railway (as well as railway regulation) pre-dates EU legislation. Indeed, 
much of the EU’s reform agenda borrows heavily from reforms first 
adopted in the UK and Sweden. While, theoretically, withdrawal from 
the EU would allow a shake-up of industry regulation, it seems unlikely 
that the country would take immediate steps to reverse a model which 
it pioneered. 

There are good competition, economic and commercial reasons for 
retaining the existing industry structure and for all parties to agree 
sensible agreements for the movement of passengers and freight - 
regardless of a soft or hard Brexit.

Alan Manuel
Chief Operating Officer - UK and Europe,  

Currie & Brown
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 With an ageing 
workforce we need to 
inject new enthusiasm 
and talent. 

 The Government is 
fully aware of how 
important major  
infrastructure schemes 
are to the economy. 

Jim Steer questions whether franchise bidders realise that after Brexit, they 
can no longer assume a full transfer in jobs such as train cleaning. ALAMY.


