KOFAC ACTION PLAN 2006 

Draft discussion paper

1.
INTRODUCTION
1.1 This paper summarises the Action Plan  proposals  to be submitted to potential funders for a a programme of activity in 2006  to safeguard existing jobs and create new jobs in the north west of england’s naval shipbuilding sector and its associated supplier network. The focus is principally on Barrow shipyard. The Action Plan looks to exploit opportunities arising from implementation of the the Defence Industrial Strategy 2005 , the subsequent maritme industrial strategy planned for 2006 and the planned investment in warships and submarines and their associated equipment over the next decade. The plan also provides for lobbying of UK Ministries able to influence the naval shipbuilding procurement, (HM Treasury Defence, Trade and Industry and Works and Pensions) aswell as major companies in the supply chain such as BAESYSTEMS and MPs’ ,MEPs’ regional and local politicians and organizations.
1.2 Minute 3.2 of  the December 2004 KOFAC meeting reaffirmed that
      “KOFAC is a trade union led campaign which is strictly non-political.  Support is very welcome from whatever quarter”. 

2.
CAMPAIGN FUNDING STATUS AND PRIME FOCUS
2.1 We aim to secure a £75,000 budget for 2006 made up as follows:
           Northwest Development Agency   £50,000, 
           Barrow Borough Council               £10,000 
           Cumbria County Council               £15,000
2.2     With a budget likely to be fully in place by April 2006, KOFAC’s prime focus has to remain as influencing the implementation of the naval shipbuilding element of the Defence Industrial Strategy , and budget allocations for warship and submarine building. The strategy is only a start of a process

           so it recognizes and incorporates a key role for the capacity and capability of Barrow and other north west shipyards.  
2.3    The main budget headings anticipated this year are :

              Exhibitions                 £

              Promotional material £

              Lobbying                    £

              Total                          £75,000

3.
NAVAL SHIPBUILDING STRATEGY

The UK  Defence Industrial Strategy 2005 sets out the broad future of uk nabval shipbuilding. Its main points include:

· emphasis on fewer but more capable platforms, focusing on the capability to conduct expeditionary operations.
· two planned Future Carriers (CVF) will be the biggest surface ships ever to be built in the UK …..The CVF programme is subject to an incremental approvals process: Target In-service Dates (ISD) for the two vessels will be agreed when the manufacture phase is approved. Additionally,CVF will be deployable in a secondary role as a Helicopter Carrier.
· Up to eight Type 45 Destroyers planned to enter service in the next decade.

· A Future Surface Combatant (FSC) to replace Type 22 and Type 23 frigates current

             assumption for planning purposes is a two class platform solution. 
· Up to eight astute class submarines - Three Astute Class nuclear powered submarines are on contract with BAE Systems and due in-service in 2009, 2010 and 2012, with potential for a further 5, subject to affordability.
· The Military Afl oat Reach and Sustainability (MARS)programme is a signifi cant planned investment in a new integrated
approach to Afl oat Support, combined with investment in life extensions

for retained platforms. The MARS system-of-systems may include Fleet

Tankers, Joint Sea Based Logistics and Fleet Solid Support vessels. 
Type 23 Frigate Capability Upgrade Programme is

complementary to the FSC concept and potentially extends the life of the

Type 23 Frigate. Capability upgrades are planned for the combat system,

with updates to address structural strength and platform systems to follow.
Support to warships, submarines and Royal Fleet Auxiliaries, including

their update and upgrade, represents a signifi cant element of a platform’s wholelife

cost; for example, for CVF the initial procurement will account for around

one third of total through life costs.

Retention of onshore capability is driven by two fundamentalstrategic requirements:

 the need to develop and support military capabilitythroughout its life; and 

the ability to mount operations from the UK base. offshore delivery should not challenge the viability of keycapabilities in the Maritime Sector as a whole
3.1 .  

4.
KOFAC in 2006 
4.1    The ‘Keep Our Future Afloat, April to October 2004, Campaign Report’ published on 12th November 2004 
4.2
The 4 campaign messages set out the action plans’ tactics , these are summarized below 
· Influencing Ministers.

· Securing support of senior civil servants for KOFAC campaign actions.

· Securing adequate sponsorship to maintain the campaign momentum.

· Securing North West MPs active involvement furthering the campaign.

· Producing significant promotional material and briefing papers for distribution to influential people.

· Participation in key events.

· Original research to support the campaign messages.

· Use of best lobby practice from UK and USA to guide actions.

4.3
The Action Programme for 2006 is focused on measures which:

· Influence implementation of the Defence Industrial Policy and its budget .
· Support BAE SYSTEMS in demonstrating how Barrow shipyard capabilities can satisfy Government core criteria for managing and delivery of CVF and other large warships using criteria in Tables 1 and 2.
· Promote the importance of naval design jobs at Barrow.

· Influence emerging UK Government submarine industrial base policy.

· Position Barrow as part of the solution to emerging UK naval shipbuilding, including submarine building, requirements.

· Seeks to maximize employment generation at barrow and at other nwest locations

5.
ACTION PLAN DELIVERY

5.1
At the autumn Labour and Conservative Party conferences we launched an Action Plan for UK Naval Shipbuilding’s Future, this section describes how we will deliver the action plan.  The headings refer to the published Action Plan’s bullet points. 
           De-risk new warship building programmes by fully utilizing capacity/ capability of north west  shipyards

5.3 KOFAC publicity will continue to raise the profile of the region’s capability.

           Use Barrow’s facilities for surface ship fleet logistics ship and submarine building and build of new aircraft carrier sections at Barrow

5.4 We have persuaded UK Government and BAE SYSTEMS that Barrow has, in our view, a key role in delivering large warship and submarine building due to its physical capacity and skills base –Barrow shipyard has been factored into the strategy as a resource that can help de-risk future large warship build projects. It has an up to date knowledge bank that other UK shipyards lack.  


WE WILL CONTINUE TO PRODUCE BRIEFINGS SHOWING THE FLEXIBILITY OFFERED BY BARROW FOR BUILDING SUBMARINES, and LARGE WARSHIPS SUCH AS MARS, CVF. TO ACHIEVE THE THREE OBJECTIVES ABOVE


Stop design engineering job losses

5.5 DIS recognized this is challenging for the UK, particularly for retention of the submarine design capability, at Barrow.  If the resource base reduces by much more then UK may lose the capability to design a complete boat.  The award of more submarine orders is not scheduled until 2007 in the DIS .The real opportunity to sustain the design workforce may relate to starting design work on a Vanguard replacement (see below) or mirroring the 1990s strategy when design work gaps were filled with work on designing large surface ships.  Some progress has been made over the past three months in finding alternative work for the designers through the actions of trade unions and BAE SYSTEMS.  
5.6 What we are unclear about is whether given Electric Boat’s policy stated in their published 2004 strategy to expand participation in UK programmes in engineering and design by:

· “Capturing opportunities to expand scope of existing contract

· Capturing follow-on contract by 1/04 to sustain current workforce beyond 2005.

· Pursuing additional support to BAE Type 45 design efforts.

· Monitoring international submarine market opportunities”.

and their design involvement in Astute could mean that there is competition for the idea of engaging UK Barrow based designers.


Award more nuclear submarine orders
5.6
Award of more submarine orders is some way off, and depends on progress in delivery of boat one and subsequent boats; to date this is going well and has been acknowledged as such by Ministers and Senior Naval officers.  Current planned production rates see Boat 1 ready in 2009, and a production rate of 1 boat every 18 months beyond that.  Presently steelwork on Boat 2 is being fabricated.


We will use the websites www.navalunderseawarfare.co.uk and www.navalshipbuilding.co.uk and other media to prominently publicize the successes the “Astute” programme achieves and to highlight the conclusions of the PA report that, “Barrow’s Naval workload over the next 15+ years is critically dependent on further Astute submarine orders.  Our research has shown that the value of one additional boat, employing 2,000-3,000 people for 18-24 months, is worth more to Barrow than any combination of diversification possibilities.”

There is an emerging debate about the need to replace the Vanguard submarines, we will highlight the importance of starting to commission design work on options for building replacement boats to sustain the industrial base.


Investment in next generation research capability using Barrow’s design capability
5.7
‘Tango Bravo’ is being developed in USA as a DARPA research and development (R&D) project to define the technical requirements and characteristics of the USA’s next generation submarines. UK MoD has a substantial R&D budget, we hope to try to define what stage the UK effort on submarine development is and see if it offers opportunities to sustain the design workforce.

Build all warlike ship hulls in UK
5.8
Ministers have recently re-stated UK policy is to have all warlike ship hulls built in the UK, however we understand MARS project team have been looking at EU yard capability and the First Review of Defence Industrial Policy of December 2003 indicated there may be a need to look at sourcing overseas, saying “The naval shipbuilding industry is tackling our largest warship programme for many years – which brings its own challenges.  UK shipyards will need to undertake work in parallel on programmes such as Type 45 and the future aircraft carrier (CVF) to meet demanding in-service dates, while other programmes such as Military Afloat Reach and Sustainability (MARS) may require new skills to meet commercial and legal standards not seen before in military vessels. These issues of capacity and skills are complex. Potential problems could be solved by reconsidering the rate at which we require capabilities to be delivered, or perhaps the inward investment of skills and resources into UK shipyards from overseas.  We do not have the answers yet, but we recognize that the decisions that we take on these programmes could have a profound effect upon the future of our shipbuilding industry.” 
Given the physical capacity at Barrow, we will lobby against such any move to shift build work overseas 

MoD to relocate jobs to NW England
5.9
UK MoD efficiency programme technical note of 29th October 2004 states that “a 2.5% efficiency gain was to be achieved each year to 2008, amounting to £2.83 billion” and (para. 51) to “move 3,900 posts out of London and the south east by 2010 and to explore opportunities to relocate further posts from London and the south east” with Cumbria Inward Investment Agency who have asked consultants Cicero to look at this potential. 

      
We will…..

Attendance at Conferences & Seminars
5.10 There are a number of upcoming events at which we will lobby the KOFAC case including 

Attendance at Political Party Conferences & General Election 
5.11
The KOFAC Group in December 2004 decided (Minute 2.2) to “only exhibit at the Party Conference of the Party in Government”. 
5.12
The Party conference timetable is as follows:

	Date
	Party
	Event
	Venue



	25-29/9/06
	Labour
	Party Conference
	Brighton Conference Centre



	17-22/9/06
	Liberal Democrats
	Party Conference
	Blackpool



	3-6/10/06
	Conservative
	Party Conference
	Blackpool




5.13
There is, in addition to the party conferences, a ‘Spring’ series of Party events, summarized below:  

	Date
	Party
	Event
	Venue



	10-12/02/06
	Labour
	Spring Conference
	Blackpool


	4-6/03/06
	Liberal Democrats
	Federal Conference
	Harrogate



	11/03/06
	Conservative
	Spring Forum
	Brighton Conference Centre


5.14
We need to weigh the merits and costs of Lobby at Party spring events against other forms of driving our message home.  If KOFAC only attends one of these events it may be read that KOFAC is content with the other Party stances on Defence, Industrial and Naval Shipbuilding Policy.  KOFAC has taken the view in the past that it needs to influence political opinion across the two main Parties.  


Lobby at spring Party events could take several forms – we could:

· Advertise/obtain editorial in conference papers.

· Attend the event and exhibit.

· Brief delegates such as MPs or Councillors who are attending.


We have concluded that the KOFAC Group should seek to provide delegates attending the spring events with a briefing pack and that we should consider funding attendance by Councillors and trade unionists respective events.

Meetings with Ministers
5.15
The planned meeting with Treasury Minister John Healey MP is now scheduled for 22nd February 2005.  North east shipyards are reported today as intending to meet with Gordon Brown MP which is also our objective.  dti officials advise that Ministers are well-briefed on the Barrow situation, however we feel that it may be appropriate to seek further meetings with Ministers at dti and MoD to emphasize the importance of Barrow being given a significant role in both surface shipbuilding and submarine construction in the new Naval Shipbuilding Industrial Strategy and will seek to do this through the offices of John Hutton MP.

5.16
We also intend to arrange a further set of briefings for north west MPs including drafting of possible parliamentary questions.

5.17
BAE SYSTEMS will continue to lead on lobbying Ministry of Defence officials.

ANNEX A
KOFAC’s FOUR KEY CAMPAIGN MESSAGES & ACTION 


PLAN

The Four Key Campaign Messages:

1. A need to safeguard the workforce; especially designers at the Barrow shipyard, from further job cuts by bringing significant surface shipbuilding work back to Barrow, quickly.

2. The biggest UK naval shipbuilding programme for years is in jeopardy due to the continued run down of capacity and capability in the UK naval shipbuilding industry.  This is of strategic importance both as an industrial and a ‘Defence of the Realm’ argument.

3. It is politically unacceptable for the British Government to deal with the mismatch between the large potential naval ship order book and shrinking labour force by outsourcing work to foreign suppliers, whether French or American, so that they can undertake ship design and build work beyond the UK’s shores. 

4. A programme of bringing work forward is needed to maintain capability and keep skilled workers employed. This will ensure that existing naval ship construction programmes have a much better chance of being successful, i.e. on time and to budget.  Using existing skills, knowledge-base and resources is the best way to help address the UK MoD’s priority of avoiding build delays, design problems and potential for cost overrun i.e. ‘de-risking’ naval shipbuilding projects by using people with experience gained on current and previous naval defence platform projects.

The Action Plan:

1. Defence Industrial Policy to be transformed – Defence Industrial Strategies delivered alongside it, quickly, retaining key capability in:
· Naval Shipbuilding.
· Submarine Nuclear steam raising plant.
2. De-risk new warship build programmes by fully utilizing capacity/capability of NW shipyards.
3. Stop naval shipbuilding design engineering job losses by advancing design orders by mid 2005.
4. Use Barrow’s facilities for surface warship, fleet logistic ships and submarine building.
5. Award more nuclear powered submarine orders to sustain skills, supply base, build capability.
6.     Build new aircraft carrier sections on the super-berth at Barrow.
6. Sustain thousands of jobs in 1,700 northwest firms – a world class shipbuilding supply chain.
7. Invest in naval shipbuilding ‘next generation’ capability research and development using Barrow’s unique design capability.
8. All warlike ship hulls to be built within the UK.
9. MoD to relocate jobs to northwest England.
The UK  Defence Industrial Strategy 2005                                          Appendix A
The UK  Defence Industrial Strategy 2005 sets out the broad future of uk nabval shipbuilding. Its main points include:

· emphasis on fewer but more capable platforms, focusing on the capability to conduct expeditionary operations.

· two planned Future Carriers (CVF) will be the biggest surface ships ever to be built in the UK …..The CVF programme is subject to an incremental approvals process: Target In-service Dates (ISD) for the two vessels will be agreed when the manufacture phase is approved. Additionally,CVF will be deployable in a secondary role as a Helicopter Carrier.

· Up to eight Type 45 Destroyers planned to enter service in the next decade.

· A Future Surface Combatant (FSC) to replace Type 22 and Type 23 frigates current

             assumption for planning purposes is a two class platform solution. 
· Up to eight astute class submarines - Three Astute Class nuclear powered submarines are on contract with BAE Systems and due in-service in 2009, 2010 and 2012, with potential for a further 5, subject to affordability.

· The Military Afloat Reach and Sustainability (MARS) programme is a signifi cant planned investment in a new integrated approach to Afl oat Support, combined with investment in life extensions for retained platforms. The MARS system-of-systems may include Fleet Tankers, Joint Sea Based Logistics and Fleet Solid Support vessels. 
· Type 23 Frigate Capability Upgrade Programme is complementary to the FSC concept and potentially extends the life of the Type 23 Frigate. Capability upgrades are planned for the combat system, with updates to address structural strength and platform systems to follow.
· Support to warships, submarines and Royal Fleet Auxiliaries, including their update and upgrade, represents a signifi cant element of a platform’s wholelife cost; for example, for CVF the initial procurement will account for around one third of total through life costs.
Naval shipbuilding capability in the uk
Retention of onshore capability is driven by two fundamental strategic requirements:

· the need to develop and support military capabilitythroughout its life; and 
· the ability to mount operations from the UK base. 
offshore delivery should not challenge the viability of key capabilities in the Maritime Sector as a whole
Strategic capabilities for retention onshore:

Maritime systems engineering resourse: it is a high priority for the UK to retain the suite of capabilities required to design complex ships and submarines, from concept to point of build; and the complementary skills to manage the build, integration, assurance, test, acceptance, support and upgrade of maritime platforms through life.

Shipbuilding and integration: there is no absolute requirement to build all warships and Royal Fleet Auxiliary vessels onshore, but a minimum ability to build and integrate complex ships in the UK must be retained.

Submarines: for the foreseeable future the UK will retain all of those capabilities unique to submarines and their Nuclear Steam Raising Plant (NSRP), to enable their design, development, build, support, operation and decommissioning.

Maritime Combat Systems: the ability to develop complex maritime combat systems is a high priority for the UK, and their integration into warships and submarines is an essential onshore capability.

Maritime support: the UK shall retain the ability to maintain and support the effectiveness of the Fleet, including incremental acquisition, generating force elements at readiness, and meeting urgent operational requirements.

Maritime systems and technologies: it is a high priorityto retain onshore research, development and integration of specific key maritime systems and technologies.

Maritime systems engineering resource
In a change to the previously stated Defence Industrial Policy (DIP), there is no absolute sovereign requirement to construct all our warship hulls onshore. We have revised our approach which concentrated solely on hull construction, now to consider sovereignty of the highvalue capabilities needed for our operational independence. We need to build onshore to the extent that it sustains the ability to design and physically integrate complex warships. Furthermore, since warships are rarely prototyped, we need to ensure that we retain the

ability to learn and adjust designs whilst the first of class is being built. Steel may be cut when the design is relatively incomplete compared to other military platforms; feedback during the production process is critical to ensuring that the platform meets the requirement as intended.
The build of warships extends beyond the simplistic view of steelwork and its assembly, incorporating an amalgamation of skills, facilities, technologies and knowledge. In particular, it is the high complexity, value added aspects of ship build and platform integration that must be

maintained under UK sovereignty: this includes specialist hull construction involving signature amelioration, Nuclear Biological Chemical Damage Control requirements, and complex fabrication and assembly technologies. These capabilities can be maintained in the long term only by their continued employment in suitably representative programmes of work.

B2.24 There is no requirement for fabrication of basic structures in the UK

per se; however, mounting military operations from the UK base (including

the fit of specific equipment for the operation in question), requires the

relevant facilities and skills to be available onshore. Additionally, it is not

effective to develop from scratch the most advanced, high-value skills needed

for specialist hull construction or complex assembly tasks. There must be

sufficient fabrication onshore to sustain a skills development path for workers

to learn their trade and progress towards the most challenging tasks.

B2.25 When determining where aspects of a programme should

be executed, straightforward cost considerations cannot be taken

in isolation. We must also consider the strategic requirement for an

industrial programme, sufficient in volume and complexity to deliver

higher-end capabilities. Programmes that will tend towards total

onshore delivery are those where the complexity (typically ‘packing

density’ or outfit to steel work ratio) is high: the management and

overhead of an offshore fabrication effort becomes less attractive when

the high value aspects of a programme significantly outweigh the

low order fabrication costs. This is especially true when a high level

of outfitting is conducted at the same time as block construction.
The UK’s fleet of nuclear powered submarines requires a specialist subset of skills within the maritime industry. We have duties of nuclear ownership and commitments to the USA which can only be fulfilled by close control of an onshore submarine business. Therefore, it is essential that the UK retains the capability safely to deliver, operate and maintain these platforms, without significant reliance on unpredictable offshore expertise. This delivery spans from conceptual design through to disposal, and includes the management of submarine and nuclear safety; all underpinned by appropriate science and technology. Some submarine sub-system elements may be sourced from abroad, but only under appropriate arrangements that guarantee supply, or from a sufficiently broad supplier base to assure access and availability.

B2.27 Deep scientific and technical advice on hydrodynamics, manoeuvring & control, propulsor technology and atmosphere control are specific capabilities essential to submarine performance. Structural acoustic engineering design is not readily available from the broader marketplace and has to be maintained within the specialist submarine industry. Submarine hull and infrastructure design and construction require the use of specialist techniques, for

example particular welding and fabrication processes. These specialist underpinning key capabilities must be sustained in the UK.

B2.28 The ability to manage Nuclear Steam Raising Plant throughout its life-cycle, including the fuel elements, is a strategic capability that must be retained onshore. This includes design and development, manufacture, test and evaluation and decommissioning. An irreducible

minimum level of associated facilities, intellectual resource and supporting technologies must be provided within the UK or under arrangements that guarantee UK control and safe ownership. The requirement to refit the submarine flotilla onshore is absolute.
Running through each of the strategic themes is the need to sustain sufficient research and technology investigation to develop and maintain maritime domain expertise. This supports the UK in remaining an intelligent customer, even when buying elements from offshore, and is particularly pertinent to matching capability to threat. In the past, we have held sufficient research capability inhouse, but it is increasingly developed and sustained by industry.
The UK has a strategic advantage in many key platform and Combat System technologies and systems. These military capabilities are often in sensitive areas and have high security classifications. For the purposes of operational and strategic security, or assured access at times of tension or conflict, onshore retention of key research and development is a high

priority. Onshore expertise also enables the exploitation of wider research to deliver systems that meet UK capability requirements. Retention of these key capabilities is fundamental to maintaining the battle winning edge.

MOD is the UK shipbuilding industry’s biggest customer, and naval ships comprise around 85% of those being constructed in UK shipyards. We will spend several billion pounds in the next decade to procure new ships and submarines. The potential for exports to help sustain

the UK industrial capability should not be underestimated. The RN is a valuable asset to industry in promoting export business. However, UK new builds for export are a small fraction of the domestic output,

The underlying skill sets and processes for warship work are not available in yards focussed on the commercial sector. In general terms, the more war-like the vessel, the more complex the ship: this does not necessarily apply to hull fabrication, but does apply to many aspects of design, outfitting, military system integration, test and commissioning. Naval shipbuilding is specialist work and demands significant assurance regimes, engineering and professional

support, whose underlying skills take time to build and effort to sustain.
commercial shipyards from military shipbuilding. Their expertise potentially is relevant to less complex auxiliary and support vessels, where commercial design and production techniques offer considerable efficiencies over warship construction practices. The wider commercial sector also offers a benchmark against which military yards can set performance improvement targets, taking into account the increased complexity of military shipbuilding. 
Research suggests that when shipyards lay-off workers, 70% of them leave the industry and are unavailable for re-hire by their former employer2. There is a perceived skills shortage in specific capability areas. For example, industry agrees that design engineers are in

short supply; and the intellectual support of underpinning science and technology is also fragile in some areas. Demographics are likely to feature as an increasing

challenge in the sustainability of this workforce and th The business must be streamlined for greater efficiency and profitability, whilst mirroring UK demand and maximizing the opportunity for export. The UK will need to buy warships and submarines for the foreseeable
future, but the clear trend is for fewer, more capable platforms, with longer operational lives and increased opportunity for regular upgrades in response to new technologies and threats. The ability to do so will depend upon us working together with industry to address the fundamental issues of affordability and productivity. In addition to horizontal consolidation the potential for integration of procurement and support delivery must be realized if efficiencies are to be generated. This offers the prospect of better management of through-life military capability, from delivery to disposal. It would also entail rationalisation of facilities and the

skill base, delivering a more enduring and stable career path.

B2.50 In light of the serious financial challenges facing the industry, Competition will continue to be used when appropriate, especially for embedded electronics and marine equipment, but alternative approaches will be developed where they are necessary to deliver greater value for money and long term sustainability. As an example of an optimised approach the Future
Carrier (CVF) project is being pursued through the CVF Alliance. T To make the industry viable will require a throughlife capability approach based on cost of ownership. Working with
industry we will define a Core Work Load that not only would sustain the key capabilities, but also offer value for money and be commercially viable, allowing industry to scale its core capacity accordingly.

B2.54 The Core Work Load will contain all activity unique to submarines. For surface ships it is possible that only a proportion of the total programme in any given period may be required to sustain key capabilities. This core is likely to be centred on, though not necessarily restricted to, an onshore build capability for large complex warships. This activity will provide

the necessary experience for the management of build, integration and testing across the wider maritime programme. The Core Work Load will We will seek to sustain this workload to ensure the retention of key capabilities and the viability of the business that delivers them. This will be achieved by viewing the forward programme as a set of projects that may be phased to balance required military capability, affordability and industrial sustainability. Clearly, flexibility will continue to be required as circumstances can change; but given the importance of sustaining a critical mass of onshore expertise, for both maintaining sovereignty and delivering value for money, sustainability impacts will be given serious attention when adjustments to the programme are being considered.
The concept of project frequency, or ‘drumbeat’, is a response to this theme. For submarines we have endorsed, but not yet committed funding for a 24 month SSN build drumbeat. This scales the build capacity to be satisfied by the industry supply chain after the third Astute Class submarine (HMS ARTFUL); and sets the rhythm for the rest of the programme, notably support.

The longer term surface ship production drumbeat is of the order of one new platform every one to two years, given anticipated force levels and platform life cycles. The concept of drumbeat is not restricted to major platform delivery, but includes discrete key capabilities, such as Combat System development.

Projects within the maritime programme that exceed the Core Work Load requirement may be widely competed and potentially undertaken offshore if it does not prejudice the key capabilities. UK industry will be able to bid for this…
We recognise the fragility of the design base and we will implement measures to exercise the capability when this is strategically necessary and can be shown to offer long-term value for money.

B2.60 Major design is a relatively infrequent activity naturally occurring just once per class. However, maintaining the platform design is a throughlife activity, with updates and upgrades requiring significant design effort up until a platform’s last refit (often with further application on disposal). By combining the new build and support design activities in a rationalised

manner, a more sustainable capability is possible. This also offers the potential for whole-life cost reduction and capability enhancements, as well as long-term career paths for the associated engineers.

B2.61 CVF detailed design work will employ much of the nation’s maritime engineering workforce to the end of the decade. However, early concept and architectural design requires a subset of this skilled workforce, which will need managed short term sustainment as their employment by CVF diminishes.

B2.62 Submarine design capability is at risk if long gaps emerge between first-of-class design efforts. The eleven year break between the design of Vanguard and Astute undoubtedly led to a loss of capability and impacted on the Astute programme. We now aspire to an eight year drumbeat to sustain the design capability through incremental improvements, both to drive down build costs and reduce subsequent support costs. In the short term key design effort

will be focussed on improving these whole-life costs in the existing Astute design, particularly in areas that have direct benefit to subsequent classes.

B2.63 The submarine design programme will ensure options for a successor to the current Vanguard class deterrent are kept open in advance of eventual decisions, likely to be necessary in this Parliament. Cost-effectiveness will clearly be a key factor in any consideration of potential options, both submarine based and non-submarine based. For submarine-based options it will be very important that MOD and industry are able to demonstrate an ability to drive down and control the costs of nuclear submarine programmes. Industry will be fully engaged in ensuring that design efforts achieve the maximum impact

in control of submarine build and support costs, so sustaining the potential for this significant future business and military capability.

The Surface Ship Combat Management System Convergence and submarine Common Core Combat System initiatives are both seeking to promote these strategies in the medium term. These initiatives have the potential to consolidate and retain the strategic capabilities necessary to form Combat System Architecture Authorities and support the specialist capabilities necessary to integrate modern high-technology sub-systems. A key objective is to exploit Open Architectures to allow SMEs, many from within UK industry and

academia, to contribute niche capabilities in areas such as sensor algorithms, data fusion, security, and knowledge based systems.

B2.66 In the longer term we will investigate innovative

methods of sustaining the UK’s Combat System design,

integration and acceptance expertise and associated facilities.

We will welcome novel proposals from industry.

We need further work to better understand the risks to

2nd and 3rd tier suppliers. Certain key capabilities have very limited

sources of supply, which become fragile if they are not loaded or

managed appropriately. Several levers exist to reduce exposure to

this risk, ranging from increasing volume by amalgamating orders, to

removing the critical component by redesign. We will work with primes

to prevent the loss of key capabilities through failure of the supply

chain. 
We are developing a stream of work known as the Maritime Industrial Strategy (MIS).
MIS will be at the heart of developing a sustainable relationship between the MOD and industry.

B2.71 We have been working with industry on the MIS for some time, looking at how we can best tackle these difficult sustainability issues. This work is concentrating on more clearly identifying the likely volume and timing of future business, and defining in greater detail how we plan to maintain the sovereign capabilities we require. This includes defining the Core Work Load in discussion with industry. In parallel, we expect industry to begin  restructuring itself around the emerging Core Work Load. The success of the MIS is ultimately dependent on companies’ willingness to work together and draw their own conclusions. However, we need improvements in quality and efficiency if our programme is to be affordable. The MIS needs to define the routemap to delivering this whilst sustaining our sovereign capabilities.

B2.72 MIS now embraces the Submarine Acquisition Modernisation (SAM) and Surface Ship Support (SSS) projects. These initiatives were launched to address growing concern at the performance of elements of the sector. By combining these projects, examining both procurement and long-term support improvements, we recognize that a viable and sustainable Maritime Sector is dependent on a more coherent approach across both domains.
Under the MIS, we will immediately start negotiations with the key companies that make up the submarine supply chain to achieve a programme level partnering agreement with a single industrial entity for the full life cycle of the submarine flotilla, while addressing key affordability

issues. The objective is to achieve this agreement in time for the award of the contract for the fourth and subsequent Astute class submarines in early 2007. This will be matched by the implementation of a unified submarine programme management organisation within the MOD.

B2.74 For surface ship design and build, we aim within the next six months to arrive at a common understanding of the Core Work Load required to sustain the high-end design, systems engineering and combat systems integration skills that we have identified as being important. We expect industry to begin restructuring itself around the emerging analysis as set out above to improve its performance. We will build on the momentum generated by the industrial arrangements being put together on the CVF programme to drive restructuring to meet both the CVF peak and the reduced post-CVF demand. 

For surface ship support, we will start immediate negotiations with industry with the aim of exploring alternative contracting arrangements and the way head for the next upkeep periods, which start in the autumn of 2006. Key maritime equipment industrial capabilities will be supported by the production of a sustainability strategy for these equipments by June 2006.

The high work load in the immediate Maritime Equipment Programme opens a window of opportunity for industry to do things differently.

B2.75 The increased demand of the next few years will diminish after the middle of the next decade. Although over-capacity offers the theoretical prospect of competition, this is unlikely to be sustainable in a shrinking market. Value for money may soon be delivered better through alternative strategies. For example, one fully loaded allocated stream of surface ship

build might offer better value for money than several partially loaded streams in competition. We have been working to smooth out the long term cyclical demand for naval warships and provide a more predictable future for ourselves, and industry. But this more stable future can only be achieved if the design, manufacturing, support and integration capacity within

the industry is matched to that pattern of demand. There is a clear need to streamline the businesses, making them more efficient and profitable, removing duplication and establishing clear centres of excellence, to meet our requirements and maximise the military export potential. This is good for the Royal Navy, the taxpayer and for the long term sustainability of the industry.

B2.76 Our shipbuilding industry needs to renew itself and there is a window of opportunity to do so, now. By taking this o this opportunity head on and tackling the challenges it presents, there can be a fundamental shift from seeking profit through volume, to profit derived from excellent delivery, long-term support,
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