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Northwest Nuclear Debate 30th March 2007.

Notes for the Chairman’s speech on Opportunities and Challenges - Submarines
1. The Defence Industrial Strategy (Dec 2005), highlights that Nuclear submarine design and manufacture capability is to remain in the UK.  The North West is unique in meeting this strategic requirement to construct, integrate and commission submarines and their nuclear steam raising plants.
2. The MoD needs Industry to invest for the long-term in skills and assets to drive up productivity and reduce costs.  Affordability is key to further orders.
3. The Barrow-in-Furness Shipyard is home to this specialist sub-set of marine skills and has been installing, testing and commissioning Pressurised Water-cooled Reactors since the 1960s.
4. The first of the Astute Class submarines is being launched in June 2007 – complete with its PWR II reactor.

5. There are 3 Astute class submarines at various stages of construction in BAE’s Submarines Centre of Excellence at Barrow.

6. The Astutes are one of two submarine classes in the MoD’s procurement plan, the other being the nuclear deterrent replacement submarines - possibly double the size of the former.

7. These products have a long gestation period of around 15-20 years, are ordered in small quantities and have working lives of about 25 years. 
8. These technically complex vessels will be built in the UK to ensure sovereign control, nuclear safety and retention of skills and expertise.
9. Although the supply chain is global, there is a significant cluster in the Northwest and the SME content is very important.
10. However, the uncertainty over submarine orders from Government means the workforces of BAE (3,600) and the supply chain are continually at risk.
Opportunities:

11. The hope is MoD will find sufficient funds to order 4 more Astutes – CSR 2007 Defence budget permitting.

12. The recent House of Commons vote should release funds for concept design of nuclear deterrent submarine options to replace the existing Vanguard class.

13. All being well, the Government may order the design and manufacture of this new class around 2012-2014.  
14. More than half of the cost of naval vessels is spent with the Shipbuilder’s supply chain.

15. Deterrent submarines comprise some of the most complex and technically demanding systems in existence and at an estimated price of £11-14Bn will attract some 3% of the defence budget.

16. The first 3 Astutes are expected to cost £3.66Bn - NAO.

17. There is potential over the next 20+ yrs for northwest suppliers to enter the submarines market or increase their existing submarines market share. 

18. The MoD has made financial provision of £1.75Bn to decommission and dispose of submarine reactor compartments and propulsion plants in past and existing vessels. (MoD response to Defence Committee 4th report 2006)
19. A 7 acre innovation and business park, with potential to expand to 11 acres, is part of West Lakes Renaissance’s plans to satisfy supplier demand for facilities adjacent to BAE.

Challenges:

20. The skills are very specialized and their retention is predicated on regular orders to exercise and sustain their expertise.

21. Skills shortages have been acknowledged by the House of Commons Defence Select Committee, the MoD, Rolls-Royce and BAE.

22. BAE and a large number of their suppliers work to standards that do not apply elsewhere in the UK e.g. application of world-class welding standards in extremely difficult and complex working environments. 

23. Many of the high order skills reside in SMEs but the Industry’s capability and capacity is less now than it was in the 1980s.

24. Some of the key skills identified by RAND in 2005 are engineers, designers, structural, radiation shielding and safety experts.  
25. There are about 200 suppliers in the Northwest.  Spend with the global supply chain for Astutes 1-3 will be around £1.6Bn (BAE, March 2007)

26. The supply chain is fragile and the lack of orders has resulted in spiraling nuclear supply chain costs which MoD says are unaffordable.

27. Even when orders are placed the quantities are small – Treasury will only sanction spend for one submarine at a time.

28. As a result suppliers are ignoring submarine work and moving into other sectors where there is continuity of work and more applications for their products.

29. Suppliers who can service both military and civil requirements will be better placed to survive the variations in the nuclear market place.

30. Driving down cost through better processes, adoption of commercial standards, pull-through and dual use of technology, and export of technological expertise could all contribute to more affordable submarine products.

Additional information:

· The Press report that BAE has launched a bid for Devonport Management Limited who provide nuclear support facilities for operational submarines.

· It’s likely Carlyle will also bid and BAE + Carlyle may jointly bid for DML.

· The NWDA has been supporting BAE at Barrow since job losses in 2003.

· The NWDA chairs the Barrow Task Force set up in 2003 at the DTI’s request.

· A 2 year skills support project aimed at increasing BAE submarine productivity cost £750,000 of which NWDA provided £435,000 (2004-06).

· Two RSA grants to BAE focused on asset improvements for submarine work have cost £2.25M.
· There has been other support targeted at surface warship work.

· BAE and WLR are considering a Nuclear and Radiological Instrumentation Center for both defence and civil calibration opportunities.

· Shipbuilding is a priority sector under the Advanced Engineering & Materials cluster and focuses on transformational action No. 8.

· Barrow-in-Furness is a priority area for regeneration.

· Pictures in powerpoint are courtesy of MoD.
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