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Shift2Rail will massively

improve the experience
of passengers and
freight forwarders

The interview tackles four major

topics Shift2Rail and Research and
[nnovation file, the EU-Japan and
EU-US trade agreements files, The

4th Railway Package and market
development.

The European and international railway
sector has encountered in the last
period a lot of changes and challenges
to the usual way of doing business.

Stefan Roscanu is talkjngwfth
Philippe Citroén, Dircctor General of UNIFE
(Association of European Rail Industry)
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Liberalization of markets, dcvdopmcnr of private sec-
tor and private initiative have become new vectors of
dcwlopmcnr for railway opcrators and supp[icrs. Home
marker, internarional marker these are concepts that
seem to fade away as intra- and transcontinental YailWﬂY
business scem to evolve. Providing new and innovarive
products and services might bea kcy to success for the
investrors in this cconomic ficld.

The railway sector seems to become more and
more liberalized at global level. What is the im-
pact of this evolution on European railway sup-
ply industry and how do they answer to global-
izationg

Philippe Citroén: There is certainly more competi-
tion on the glob:ll rail supply marketand itisa growing
market. [n fact, our rcccnrly released World rail marker
study indicates that thc current market is around €150
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Billion per year and is cxpcctcd Lo grow to €176 billion
per year by 2019. The European Rail Supply Industry is
aln:ad.}r very globaliscd, and if}rou look at our members
the Iargc majority arc opcrating both within and out-
side of the European Union. Employing nc:lrly 400,000
pcoplc, the rail industr}r continues to be a ﬂagship in-
dustry tor Europe by fcading the globa[ marker—with
ncar[y half of all of the world demand for rail pr-::-ducts
and services met b}r EU supplicrs. However, a trend
that the aforementioned stucly docs show; and some-
thing that we have witnessed with our members, is that
certain global markets are bccoming less accessible o
forcig'n supplicrs—mcanwhilc Europe conrinucs to be
open.

The major impact of the more compctitive m:lrkctphcc
on the European indusrr}r is thar it reinforces whar we
aircad}r know—innovarion is kcy to the continued lead-
crship of the globaI market. This is why UNIFE has
been so active in cc-clrdinating and preparing, the Shif-
t2Rail Joint Undertaking for Rail Rescarch and partici-
pating so hc:wﬂy in European research projects. In addi-
tion to research, UNIFE knows thart the way to kccp the
European Rail Supply industry competitive is to lobby
tor fair access to Forcign markets in international trade
negotiations, as well as making the EU market more
cfficient b}r rcducing technical and administrative bur-
dens across the European Union. This is the goa[ of the
Technical Pillar of the Fourth Railway Packagc—crcat»
ing a onc stop shﬂp for authorisation in the European
Railway Agency.

~ At this moment EU-Japan and EU-US trade

negotiations are high on every investor's
agenda. What is the impact on the European
railway sector and what should be further
improved in the documents®

Philippe Citro&n: In general, and as mentioned be-
fore, UNIFE is a sCrong proponent for a “level playing
ficld” for EU supplicrs on world markets. On the two
FTA ncgotiations that you mention, the issucs facing
the European rail industry arc quitc different.

Japan has a very developed rail industry and rail syscem
and claims to be accessible to EU supplicrs. Morcover,
Japancse companics arc increasingly winning contracts
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in Europe—a prominent cxamplc is Hirachi's presence
in the UK. However, the rcalit}f for EU supplicrs on
the Japanese market is that there is discrimination and
a clear lack of transparcncy in procurcment procedurcs.
One of the main problems our members are facing in Ja-
pan is linked to the Opcrational Safety Clause (OSC),
which is part of the Japanesc offer to the WTO Agree-
ment on Government Procurement (GPA). Following
the first year of ncgotiations and the agreement on a
‘onc-ycar package’ on railways, the scope of the OSC
has been defined bur it is so wide and cncompasscs all
railway subsystems. This is why the industry was not
plmscd with the 11i't1ng of the EU ob ccrion to the del-

isting of the threc Honshu Japanese R'u ways (JR East,
Central, and West) from the WTO GPA. In return for

this, the JRs have agreed to draft and publish codes of

conducr based on principlcs of transparcncy and non-
discrimination—but we are a bit wary of the follow
through on such v::rlunt;lr:,r commirments and will be
following up carcfully on futurc developments by thesc
opcrators and all the remaining GPA covered cnrities
l:nminl}f the metro authoritics). That bcing said, wec arc
diligently following the EU-Japan FTA ncgotiations
and will make efforts to ensure that there will be real
improvements, and concrete tenders, for EU supplicrs
on the Japanese market,

1)

The creation of dedicated
national  agencies  for
EU-funded rail projects

(already successful in the
road sector) is a concrete
proposal that UNIFE would
like to re-launch if no
significant progress is made
in terms of absorption rate.

The EU-US Free Trade Agreement, dubbed TTIP—
the Transatlantic Trade and Investment P:l.rtncrship—
is progressing much more slmvl)-' in spitc of almost one
and a half years of necgotiarions. The main concern for
UNIFE and our members is the increasing “local con-
tent rchlircmcnts” in US public procurement of rail
supplics. These “buy America(n)” provisions can act as
a major deterrent to EU supplicrs when the thresholds
arc unrc;lsonably high. Public procurcment is a very
sensitive issuc in these ncgotiations, and the discussion
on rail markets are cspccially difficult as it is difficult to
ensure state and municipal transport authorities are in-
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volved in the negotiations—something UNIFE contin-
ues to look into.

It is not long since JU Shift2Rail has become
reclity. What is the impact for the sector in
general and for suppliers in particular for the
next decade®

Philippe Citro&n: Shift2Rail will massively improve
the cxperience of passcngers and Frcighr forwarders. The
main target of the iniriative is to boost the artracriveness
of rail transport. This means that the capacity of the rail
syscem will be increased by up to double whart it is ac
present, the rcliabilit)r will be increased b}f 50%, and
the lifcr:}fclc cost will be cut in half. This will ultinml:cly
boost the demand for rail within Europe and mean bet-
ter and more innovative products for Europcan supplif
crs for both the EU and global markcrplacc as well as
creating jobs. The results of Shift2Rail, which will in-
volve the rail manufacrurers, operators, infrastructure
managers, academia and rescarch centres, will also be
much casicr to take to market b}-* the participating Eu-
ropcan comp’lnics—\vhigh will improve the competi-
tiveness of the European Rail Industr\' which is bcmg
'1cc1vc1) challcngcd by the growing rail su_ppl} 1ndustr}r

in Asia.
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Do you think Shift2Rail will encourage polariza-
fion of industry around some big multinational
companies or SMEs will see a growing impor-
tance on this markets

Philippe Cifroén: While the big Europcan rail
companics play an importanc part of Shifi2Rail, the
rcgulacion cstablishing the iniriative insists on a sig-
nificant participation of SMEs, rescarch institutions
and academia. In facr chere is €150 million of funds in
52R through the Associated Membership application
where SMEs or universities could bencfit from(on
their own or part of consortia) and alrcrnativcl}-' an-
other €150 million of S2R funds thrc—ugh the open
calls which will take placc after the sclection of Asso-
ciated members—which we expect to be announced
during this year. So itis cvident thar this initiative will
do as much for SMEs as it will for the large companics.
Whar it will bring for all actors involved is a systcm-
approach to R&D with a massive investment ﬂllowing
for tangible resules that will be tested and, thus, more
casily brought to market.We really encourage rail com-
panies and stakeholders in Central and Eastern Eu rape
to participate in Shift2Rail in the furture open calls: as
we haven't scen a lot of invelvement from them up to
present.
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In this context of intfreducing new products on
the market how do you see the actual prog-
ress of cross-acceptance procedures and do
yvou think 4RP will help building a real Europe-
on markete

Philippe Cifroén: The current process of cross-accept-
ing national rules is very useful and, in the current sys-
tem, is a great hclp when applymg tor authorisations.
Mcmber States &nalysc their respective national rules
and agrcc on rules that are cqu ivalentand are ﬂcccptcd
in all Mecmber States that arc part of this mulri-larcral
agreement. National Safety Authoritics accepting the
requircments of other Member Stares as cquimlcnt re-
duces the administrative burden related to auchorisa-
tion. Nevertheless this process needs to be sin‘zplfﬁcd
further, for instance with the reduction of national
rules. Tod:ly we still have too many national rules. I
know that the Mcmber Stares are currcnrl}r working to
clean up the number of rules thar will become obso-
lete with the extension of the TSIs and I would like
to cmphasisc that the entire rail sector, not 0]’11}F the
industr}', is backjng this proccss.

The Technical Pillar of the Fourth Raflwa}f Pac[{agc,
when full}f adoptcd b}f the Council and the Parliament,
will of course bring us much further to a real internal
Europcan market for rail. It will build on the work that
is done tc—da.y, such as the reduction of national rules
and the cross-acceprance activirics, By placfng the Eu-
ropcan Railway Agency at the heare of the Single Eu-
ropcan Railwa‘_',r Arca and giving it the powcr to issuc
authorisations in Europe (without being caught up in
discussions with d1sscr1t1ng Nartional Safct\' Authori-
tics) we can move towards a smglc Europcan marker
for rail.

This will lead to a reduction of immobilised rollfng
stock and savings on reduced administrative burden
which will be passcd ONnto customers, makmg rail less
cc—stly and even more attractive, not to mention casier
to acquire and to put into scrvice.

At the same time homologation and authori-
zation are sometimes used as barriers for ac-
cessing international markets. How can you
describe the Eurcpean market in relationship
with other international players and the inter-
national markets for the European suppliers?

Philippe Citroén: It is truc that the Europcan rail
industr}' faces strong barricrs of cntry in some coun-
tries — be it rhrough joint venturc requircments, such
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as in China, or through the so-called opcratic—nal
sa.{:cry clause in Japan, or other opaquc procurcment
proccdurcs. In Europe procurement proccdurcs arc cx-
trcmcly transparent, m:}.king market Cntry casy. Also,
as wc arc implcmcnting the European framework au-
thorisation proccdurcs arc bccoming more and more
transparcnt and guidancc 1s prc-vidcd in more than 20
langu ages to choose from!

The European marker is rather open to non-EU rail
1ndustr}? and the proccsscs for authorisation and ho-
mologation arc very transparent, especially when com-
parcd with that of cerrain Asian countrics. The trans-
parcncy of these processes makes it casicr for forcign

industry to adapt as nccessary and mect the procure-
ment requirements. Once the Technical Pillar of the
Fourth Raﬂwa}? Packagc is adoptcd, this process will
be even casicr and morc transparent, both for EU and
non-EU industr)’.

Last fall UNIFE has issued a new market re-
port. What is the forecast and main drivers
of growth for the next 5-10 years on different
areas of activity and if there is foreseen any
shrinkage of the market can you comment
the main causes?

Philippe Citroén: The World Rail Market Study that
we announced at InnoTrans in Scptember 2014 has a
cautiously optimistic outlook for the Global rail mar-
ket. Overall, over the next five ycars, Wc cXpect to sce
2.7% year over year growth, on average. This of coursc
differs b}f region bur we arc quite plcascd to sce this
result considcring the world cconomy has yet to fully
recover and governments aro und the world have less to
spcnd on rail infrastructure. The main driver ofgrowth
for the rail supply industry over the next five years will
be popularic—n growth, increased urbanisation, and of
course more concern on the environmental impact of
tmnsport—which benefits rail as it is the most cnergy
cthcient and carbon conscious of the major transport
modes.

Over the next 5 years there will be growth in all arcas,
but less in certain parts. For cxamp[c b}r market scg-
ments, Rollfng stock will grow at 2.29%, slightly below
overall marker growth average (2.7%), whilc infra-
structurc will grow at the market average. Train Con-
trol, scrvices, and turnkey management arc expected
to excced the global market growth average by grow-
ing ﬂn}’whcrc from 3-4.2% per annum up uncil 2019,

As far as global regions go, there is much more growch
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cxpccrcd in cerrain regions (Latin America, Asia Pa-
cific, NAFTA) than in arcas with morc dcvclopcd rail
systems like Europe and the CIS.

When you compare the European market with
other international main regions, what do you
see as pros and cons for a private investore

Philippe Citroén: The pros for the Furopcan mar-
ker is chat ir is hcavﬂy dcvclopcd and there is gcncrally
a lot of support for rail travel. At the EU level, there is
a strong push for more rail transport in order to mect
its transportarion and CO2 targets it outlined in the
2011 White Paper for Transport. The EU has also made
billions of curos availablc through the Furopcan Fund
for Strategic Investments (EFSI), the Connccting Eu-
rope F:Lcﬂir}r, the Strucrural funds, for dcv:loping rail
infrastructurcs (especially the 9 TEN-T Corridors)and
hopcfully roHing stock. [n particular, UNIFE and its
members will investigate possiblc {"uncling opportuni-
ties in the so-called Junckcr investment plan, based on a
pa.rl:ncrship berween the European Commission and the
European Investment Bank aiming at mobilising private
Investment prfnm_rﬂ}f in stratcgic arcas, including trans-
port infrastructurc. EUR 21 bn arc madc available under
the European Fund for Strategic Investments [:EFS[) that
will complement the existing instruments (Cohesion

Fund, CEF, EIB loans). EESI is cxpccrcd to generate a
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fifreen-fold lcvr,ragc effect, thus rcsulting in a massive EUR 315 bn investment plan. ELRO
The rail industry is very much looking forward to the implementation of the Juncker -—
pla.n and we will push to target the investments towards rail projects.

On the other hand the Eurc-pc:m rail system is still far from bcing i:uﬂy 1ntcr0pcmb1c,
alﬂ'lough full dcploymcnl: of ERTMS will hclp address this issue in the coming years.
Thercfore, in the short term, some investors may be discouragcd cspcciall}r as far as
cross-border sections arc concerned.

In a recent hcaring before the European Parliament, Transport Commissioner Bulc
said thar “investments needs are particulﬁﬂ}r high for the cleaner modes oftransport
— rail and inland waterways — where missing links and bottlenecks must be solved,
notabl}r at the borders, in order to have a unified and more efhcient transport systcm”.

ELRGFE B0

Allin all, I belicve thar there is cIca.rly momentum for rail investments in Europe. The 9-11 "-'LT-T-'??GW

rail 1ndLIstry looks forward to conrributing to the ambitious plans of the ELT.I'OPC:].II Giyryal: Woet; Loridon, ¢
Commission to make raxlways CVENMOTE attractive. Th e Future of
The very slow absorptfion of European funds by the railway sector in Urban Mobflfiy
many Central and Eastern European member states is still a problem, -

especially when it comes to EU money allocated to rail projects. What As cities and passenger numbers

grow, transport is becoming
increasingly connected. Building

on 11 years of MetroRail, we're
Philippe Citroén: Through the Cohesion Fund and the Europcan Regional Devel- expanding with new ssssions to help

can be done to further address this problematic situation®

opment Fund (ER_D]:), the European Union makes several billion Euros available for you cover every aspect of mobllity in
investments into transport projectsin cconomicall}r less dcvclopcd European Member just two days.

States. However, some Mcmber States have found it challenging to properly absorb Mo matter where your interest lies
these funds which would enable them to rebuild their railwayfni:rastructurc and when — lightrail, metros, mainling, buses

or infrastructure — we have content,
netwarking and new partners for
you. With over 100 case studies

possiblc to renew their rolling srock.Togcthcr with its national associations and with

the Community of European Railways (CER), UNIFE advocates for the use of these

funds for rail investments in the Member being shared, you're sure to lsarm
States and promotcs conditions favourable best practics from the transport
to railway Funding at the EU level. community,

Raising awareness on the existence of these
funds and buﬂding capacity to usc them is
the first step. Over the past years, UNIFE
has c-rg:miscd scveral wc-rkshops with trans-
port stakcholders (including transport and
European Affairs national ministrics) in
Central and Eastern Europe to address this BHLE

important issue. However, this is dcarly not

Speakers include:

Anth Townsend, Forecaster, Urban Planner
and Senior Research Scientist, NYU

Desmond Kuek, CEO, SMRT Corporation

David Rowan, Editor, Wired Magazine
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