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THE SECTOR

Defence and Aerospace are major elements in the global economy. In the UK, they
contribute significantly to wealth creation and quality of life, both directly and in terms of
technology spin-off wo other sectors. Aerospace alone contributes a £2-3B surplus to the
LUK’s trade balance. The UK is a leader in design and manufacture of advanced SYSLCIS,
deriving from programmes of R&D supported by Industry and Government. In both
Defence and Acrospace, the UK's market opportunities are enhanced by the operating
competitiveness of UK companies which has improved radically over the past 15 years.

The role of Government is more important in Defence and Aerospace than in any other
industrial sector. In Defence and Aerospace, governments are market forces and, in terms of
UK technology, the Diefence Research Agency is a key national resource.

THE FUTURE

Defence and Acrospace are important markets for the future. The global market for Ciwl
Acrospace is likely to grow significantly over the next 10-20 years. The UK is well placed to
exploit this growth, through its invelvement in the Airbus project, because of strong market
positions in acroengines and the CqUIpIMEnt Sector, and in market niches such as
acrostructures and civil helicopters. Defence markers, although declining since the end of
the Cold War, remain very substantial and offer many opportunities to exploit new
technologies. MNew technologies are changing the nature of warfare, and new demands on
defence forces require new technological solutions.

The sectoral 1ssue for the UK is whether it wishes to continue as a leader. The UK iz in
competinen with other economies, notably the US, France and Germany, o host a
Hi;:u:iﬁcmt share of the world Defence and Acrospace 'irli;l.l,:lHE.r'_\-'. To continue as a leader the
UK must set strategic goals similar to those adopted by our competitors who are making
vigorous efforts to sustain their product and technology bases. W cannot continue
‘T'i'll]hl'lr]t‘lll!,: LT [l‘{'l'll“)ll'l?.!‘i'ﬂl i|::|||-:rit:u:1q;4:' = il]tl! must 1'}E‘§q’il1 I T FL'E:I_'TII',?'FHK' OAIr pm{,lucl!
range by adequately funded, well-focused investments in new technology:

The Panel’s Vision, towards which its recommendations are ;,T:ln:{!, 15:

Industry, Govermment and Academia working in partnership
s0 that UK Defence and Aerospace

continues as a III:I_iL‘ir contributor to wealth and national .':L'L"urit:.'.

FORWARD WITH FORESIGHT

The following technology areas should be given particular priority in industry and the
universitics in view of their high potential impaet:

*  Systemns Integration

*  Process Technologies

*  Materials and Structures

*  Simulation, Modelling and Synthetic Environments

*  Acrodynamics (including Emissions and Moise)

*  Sensor Systems, Data Fusion and Dara Processing

*  High-integrity, Real-tme Software
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If the UK is to sustain its competitive position, Industry and Government must reverse the
trend of declining R&D investment and facilitate the exploitation of technology. The Panel
recommenids that mechanisms for Government funding should be revised to increase the
focus on wealth creation and to provide a better balance between the phases of basic
research, applied research and technology demonstration. Specifically, the following is
proposed:

*  Two new University-linked Applied Research schemes should be established,
focused on Dual-Use Technologies (£24M pa) and Civil Aerospace (£40M
pa) with-a significant industrial conmbution to ensure market relevance and
commitment to exploit the resuls.

*  The level of DTI funding for Industrial Applied Research in Civil
Aerospace, through the Civil Aircraft Research and Demonstration (CARAD)
scheme, should be increased to £25M pa with a matching contribution from
Industry.

* Technology Demonstrator Programmes (TDP) should be increased
significantly. DTI funding for Civil Acrospace TDPs should be increased to
L£30M pa immediately, rising to £65M pa over three years, with Industry providing
a similar level of funding. The level of activity in MOD-funded Defence TDPs
also needs to be increased.

A number of other significant policy issues must be addressed if UK Defence and Acrospace
is to exploit fully the technology which this country has, or can develop:

* The Challenge to Companies. Companies must develop and implement plans
w increase industry R&D mvestment significandy against long term technology
goals.

* National Strategies for Defence and Aerospace Technologies. Industry,
Government and Academia should establish strategy frameworks for Defence and
Aerospace technologies.

*  MOD Procurement Policy. Government and industry should review MOD
procurement policies to place more emphasis on UK mdustry competitiveness
and wealth creation.

* Market Distortions. Government, with Industry support, should establish
effective means o monitor and correct market distortions.

* International Defence Collaboration. Government must accelerate where
appropriate the establishment of common defence requirements and acquisition
in Europe.

* Financing. Industry and Government, in parmership, should work to reverse the
current declining UK spend on research and demonstration.

*  Air Traffic Control. The UK should seck to work within Europe to define
standards for an advanced air traffic control system and participate in supporting
demonstrator activity.

» Space. Consideration should be given to adjusung the balance between national
and European funding and reforming European and UK space institunions.

*  Skills. Undergraduate training in multi- and inter-disciplinary subjects
supporting the Panel's key technical priorities should be developed.
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