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Foreword

As Chairman of the D Group Advisory Board, I am delighted  
to have been involved in the production of this paper.

If the United Kingdom is to continue playing a significant  
role on the global stage, it is critical that our Armed Forces 
continue to set the standards that have long made them  
the envy of the rest of the world. 

A robust defence industry is central to maintaining this 
capability. 2015’s SDSR made promoting prosperity a key  
tenet of our National Security Objectives, and this paper  
sets out some recommendations as to how government  
and industry might work more closely to achieve this aim.  

I am pleased to endorse its findings.

Admiral of the Fleet The Lord Boyce, KG GCB OBE KStJ DL
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Planning Ahead: 
Towards a Resilient British 
Defence Industry

1  Aim and Intent

This paper has been written following discussions with the Chairman of the  
Defence Select Committee, in order to provide a picture of the current British  
defence landscape, and to develop specific proposals from industry to strengthen  
our Strategic Exports.

Over the last decade, the United Kingdom has retained its position as the second  
largest global defence exporter, and the most successful in Europe.1 Why then, is  
there clear British defence industry sentiment that there is ineffective government 
support for international business development? 

When we engage with the most recent statistics from the Department for International 
Trade (DIT) in 2017, 91% of exports were concentrated in military aircraft. Even 
accounting for fluctuations in the procurement cycle, over the past decade military 
aircraft held 87% of all Strategic Exports.2 The Middle East Gulf States are the primary 
importers of said military equipment, purchases which are often due primarily to a 
requirement to secure political alliances, rather than for the technical capability itself.  

This, at the very least, highlights that the success of our military aircraft portfolio 
internationally has skewed government mechanisms in place that both support,  
and try to cultivate a broad, innovative cadre of, British industry exports. It has also 
likely contributed to the negative sentiment of Tier 2 and 3 companies, regarding  
the efficacy of government support. 

Following our exit from the European Union, the United Kingdom will be navigating 
uncharted territory. Our business community is feeling the pressure to develop 
contingencies and diversify their international portfolios, in order to negotiate the  
next few years as successfully as possible.

1 Department for International Trade Defence & Security Organisation, February 2018.
2 Department for International Trade Defence & Security Organisation, February 2018.
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1.1  Context and Assumptions
There is a natural friction between the requirements of a government to be judicious with 
its budget, develop a sustainable local industry and to provide security for its citizens. The 
Ministry of Defence (MoD) is continuously under fiscal pressure from the Treasury with 
respect to defence expenditure, highlighted in a report from the House of Commons Public 
Accounts Committee this month. There is an affordability gap in its current Equipment Plan 
estimated to be at least £7 billion by 2028.3 How the MoD identifies efficiencies, yet ensures 
that short term budget considerations do not impose insurmountable risks to our sovereign 
capability and institutional knowledge, is the challenge we seek to address. 

Noting these concerns, this paper is written with the following context and assumptions:
•  Supporting strategic exports was made a core task of MoD in the 2015 National Security 

Strategy (NSS) and Strategic Defence and Security Review (SDSR).4 Responsibility for 
supporting industry falls to the Defence and Security Organisation (DSO), which sits 
within the Department of International Trade (DIT).5

•  The Government is committed to maintaining a sovereign capability in an industry  
with direct impact on our national security, and has a strategic interest in retaining  
the United Kingdom’s global power status.6

•  Work on the next Security and Defence Strategic Review (SDSR) will likely begin 
late this year, and in order to effectively adapt a national defence strategy to a new 
environment, industry must be an active partner in its development.

1.2  Structure
From October 2018 to February 2019, we carried out numerous qualitative interviews  
and workshops with both government and industry representatives. Our objective was to 
acquire a detailed understanding from industry about their barriers to new market entry, 
experiences of government support with international business development, and which 
support mechanisms the government should implement to stimulate global strategic exports. 

3 House of Commons Public Accounts Committee, 1 February 2019. 
4 HM Government, 23 November 2015. 
5 Department for International Trade, February 2018. 
6 Ministry of Defence, 18 December 2018.
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2. Summary and Recommendations

The challenges facing successful British defence exports exhibit both Strategic and 
Institutional characteristics. The Government’s development of its strategic approach  
to defence export is larger than the remit of this Paper, however any proposal for institutional 
reform will only be as strong as the strategic objective it underpins. With this in mind, 
strategic issues will be addressed here, however recommendations for further exploration  
can be found in the final section of this Paper.

A Strategic Approach
2.1  Sovereign Capability: 
When approaching an international customer, a routine query, which could stymy any 
promising opportunity, is where that capability is currently in operation. A common  
concern found across the industry spectrum is, that if our own government does not  
procure British products and services, why should an international customer? A hard 
question, which must be addressed by the government, is how critical the cultivation  
of British sovereign industry is to our national interest.

Proposals: 
Industry is seeking a unified approach across government regarding the criteria for  
evaluation of contracts and decisions made on procurement priorities. As touched  
on in the MDP, the establishment of “a Defence Policy Board of external experts” 7  
would be a welcome development, contingent on its remit and objective. If this body  
were to evaluate these strategic objectives, and set out clear policy goals, it would  
ensure that our industry and government are working efficiently and transparently  
towards the same purpose and remove confusion about government intent.

Defence Equipment & Support (DE&S) should identify the factors which contribute  
to British bidders losing contracts, where they have similar service offerings, to  
multinational competitors; and reevaluate the strategy underpinning these decision- 
making processes.  

The provenance of a defence company, even if it has a branch in the United Kingdom, 
matters to national security, it matters to investment in the local industrial base, and it 
matters to national revenues. The decision which must be made and owned, is whether  
the UK can afford, and should be committed to, investing in a sovereign strategic industry.

7 Ministry of Defence, 18 December 2018.
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2.2  Creating Conditions for a Globally Competitive Future: 
There is not a strong enough domestic market to fuel production and make a wide range  
of defence exports more affordable as in, for example, the United States. However, there 
are several countries of similar size and capacity, such as Israel and France, who have made 
significant achievements in regards to defence procurement and export. The success of a  
national industrial policy depends on whether the triumvirate of industry, military and 
government see themselves as being on the same team.8 

Proposals: 
The ringfencing of a budget for the Defence Innovation Fund 9 is an encouraging development. 
More clarity on how to apply for such funding and the criteria on which such applications will 
be evaluated would be welcome.

Investing in research & development towards innovative technologies where the United 
Kingdom holds a reputation for particular expertise (cyber, intelligence, resilience training) 
would be a valuable use of resource. It would also serve to develop the capacity of the next 
generation for future requirements, and mitigate the ageing of the defence industrial base.

An Institutional Approach
2.3  Strengthen Defence Diplomacy: 
NSS and SDSR 2015 clearly laid out a commitment to be a global strategic power,10 however 
it is perceived by industry that we have underutilised our defence diplomacy component. An 
extremely effective demonstration of the UK’s capability to potential customers, is to deliver 
a significant show of commitment, be it either military or government. The United Kingdom 
can capitalise on its reputation and its legacy more effectively, through a clearly articulated 
programme which pulls together the full spectrum of British expertise.

Proposals: 
Deploying systemised soft power initiatives, would increase our relative competitiveness  
to other countries. Suggestions put forward by industry include the utilization of the  
globally powerful alumni network from training institutions, such as the Defence Academy  
at Shrivenham, Royal Military Academy Sandhurst, and the Royal College of Defence Studies. 
Consolidating the alumni information into a database and tapping into these networks,  
as part of a proactive campaign, would raise our global profile for little expense.

We should also strengthen the roles of our Defence Attachés as forward deployed business 
intelligence support, giving them the right motivation and training. There has been a perception 
within industry that traditionally, the Defence Attaché’s post was an end of career move. 
However, the newly implemented Defence Attaché courses are firmly recognized by industry  
to be more proactive in their focus on developing competency in defence exports. 
 
This is something that industry would like to further encourage and thus, would like 
government to contemplate a period of commercial training or industrial attachment,  
prior to a Defence Attaché’s deployment.  

8 House of Commons Defence Committee, 17 December 2017. 
9  Ministry of Defence, 18 December 2018. 
10 HM Government, 23 November 2015.
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2.4  Enhancing Institutional Knowledge: 
The DSO is the natural support mechanism in place for British industry exports, yet there  
is clearly a discrepancy in perception here between industry and government regarding its 
role, its purpose and the organisation’s effectiveness. The industry position is that, since 
the 2007 dissolution of the effective Defence Export Services Organisation (DESO), the 
DSO that exists today lacks the budget, and specifically the authority, to push meaningful 
initiatives and is short on personnel with commercial or technical qualifications. 

However, in discussions with serving and former DIT staff, the DSO is seen as the best 
resourced and staffed organisation within DIT. From an industry perspective, there is a  
high turnover rate in DIT DSO, which dilutes institutional knowledge, weakens regional 
and local networks, and hinders the effective projection of the UK PLC brand abroad. 
The DIT’s emphasis on supporting impactful programmes, which is absolutely reasonable 
to justify annual budget allocation, does seem to translate into less enthusiasm to provide 
meaningful support to Tier 2 and 3 companies on the ground. 

There were anecdotal cases of effective support from desks at Embassies abroad offered 
during interviews for this Paper. These demonstrate a reliance on individual management  
of supporting opportunities rather than a systemic approach to encouraging British business 
globally. We have evaluated aspects of these successful encounters with DSO staff to develop 
the below recommendations.

Proposals: 
There are several specific institutional changes which would, from an industry perspective, 
greatly impact the effectiveness of DSO support to international business. Lengthening  
staff rotations on deployment and developing training programmes for DSO personnel 
would both contribute to institutional knowledge and support the development of local 
networks. It was widely agreed that DSO secondments into industry, in order to include 
personnel in the commercial and proposal writing process, will support the development  
of business acumen in the organisation.

It is also recommended that industry secondments to DSO resume, as they would add 
weight and authority to the institution; and it was felt that this has been a successful  
part of the model in the past.

Moreover, DSO should be empowered with greater access to the end user community.  
This can be achieved by increasing the number of military personnel attached to DSO,  
and folding this secondment into their career progression path.  

Furthermore, to ensure that DSO has the appropriate authority and gravitas within 
Whitehall, it is recommended that the Head of DSO role should be the civilian  
equivalent of a 3* post.  

Consequently, further investigation into the structure and role of DSO is addressed  
in Section 3 of this Paper.
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2.5  Encouraging Advocacy in Government: 
Similar to the issues encountered with institutional consistency, there is concern  
expressed by Tier 2 and Tier 3 companies regarding a perceived lack of transparency  
in both the procurement objectives and the export approvals process. In addition to  
the DSO, industry feels that the Defence Select Committee is an advocate in government 
which could be further utilised. Industry would encourage the Committee to actively 
promote export opportunities for constituencies which rely on strategic industries.  
This is addressed further in Section Three.

Proposals:
An advocate in government is desired by industry, to act as a liaison regarding changes in 
policy and support through the export approvals and procurement processes. We recommend 
the creation of an empowered position within the DSO infrastructure to liaise with industry 
and government departments, such as Export Control Joint Unit (ECJU) and DE&S.

It is understood that the ECJU and DSO must operate independently of each other,  
and the recommendation is not to dilute those lines of responsibility; but to support  
clarity and transparency in government policy.
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3 Recommendations for Further Exploration

What has been made clear during the four months of interviews and roundtables,  
is that there is a clear desire by industry to address these issues, and to work more  
closely with government to develop policy goals. We had underestimated the level  
of interest that would be generated to contribute to the White Paper, and have been  
carrying out interviews until the date of submission. The recommendations below  
suggest a more focused programme of further study.

3.1  Prioritising Sovereign Capability
It is recommended that an evaluation is undertaken to map the progress that MoD 
procurement and government export support has made against the Prosperity Agenda  
as put forward in 2013.11

3.2  Planning for a Globally Competitive Future
Industry would support further study of the advancement of Cole Commission 
recommendations on Education,12 and the establishment of the Defence Innovation  
Fund,13 from a strategic (what is the policy goal) and practical perspective (what is the 
criteria for application).

3.3  Defence Diplomacy
We would recommend a roundtable with senior officials from targeted military academies 
and high-level industrial strategists, to discuss the strategic achievements desired by industry 
from such a partnership and to develop a set of soft power initiatives.

Strengthening DSO
Convene an investigation, working jointly with DSO personnel, to focus on the  
funding, structure and status of DSO and evaluate whether their mission can be  
more effectively supported.

3.4  Advocates in Government
We would like to launch a workshop between industry and DSO personnel to identify  
points of contact for export support and to discuss the role expectations. 

Industry executives would welcome an opportunity to arrange a roundtable with  
the Defence Select Committee, in order to discuss a proactive programme of support  
for export opportunities.

11  Department for Business, Innovation and Skills, 9 September 2013. 
12  The Cole Commission on Exports, 15 June 2015. 
13 MoD, 18 December 2018.
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4 Conclusion:  
Towards a Stronger, More Resilient Defence Industry

The United Kingdom’s defence exports portfolio is today a significant global presence.  
Industry firmly believes that the United Kingdom can increase its global market share, 
through the empowerment of current institutional mechanisms, closer cooperation with 
government and the military, and a comprehensive understanding of the government’s 
strategic vision on sovereignty and the UK’s national security outlook.  

The National Security Objectives, set out in the SDSR 2015, provide a framework which 
should drive our future Defence industrial strategy: Protect our people, project our global 
influence, promote our prosperity.14 It is critical, in order to achieve these Objectives, for 
Government and Industry to work closely together, with clear strategic goals and efficient 
mechanisms identified to achieve those targets.

14 House of Commons Defence Committee, 17 December 2017.
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