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“FILE ON 4” 

 

Transmission:  Tuesday 8th June 2004 

Repeat:  Sunday 15th June 2004 

 

Producer:  Jane Beresford 

Reporter:  Julian O’Halloran 

Editor:   David Ross 

 

ACTUALITY OF LAUNCH OF BULWARK NAVAL SHIP AT BARROW 

 

WOMAN: I name this ship Bulwark.  May God bless her and all who 

sail in her. 

 

O’HALLORAN: When HMS Bulwark left Barrow-in-Furness two weeks ago, 

there was pride in the shipyard town, but also great sadness. 

 

KNOWLES: [Brass band music under]  That’s the brand new amphibious 

assault ship, which, tragically, could be the last surface ship that we see built at Barrow.  All 

because of the tremendous delays with the Astute submarine programme, which has meant the 

surface ship work, which was promised for Barrow, is now up in Scotland. 

 

O’HALLORAN: Many in Barrow believe that severe delays on a project to 

build three Astute nuclear submarines caused the shipyard to transfer work on destroyers to 

another yard.  But delays like those on Astute are blamed not just for the loss of hundreds or 

thousands of local jobs.  They also affect the whole country, leaving the taxpayer with a massive 

bill.  In just one year, a handful of such defence contracts stacked up cost overruns of more than  

£3 billion.  In 1998, shortly after Labour came to power, the government promised a radical 
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O’HALLORAN cont: overhaul in defence procurement.  “Faster, cheaper, better” 

was the catchphrase.  However, the Chief of Defence Procurement has now warned MPs that 

there’s more bad news to come on the bill for weapons programmes.  So who’s to blame for these 

growing delays and rocketing costs, and how sure can we be that even now the government’s 

getting a grip on them? 

 

SIGNATURE TUNE 

 

ACTUALITY AT WOODFORD AERODROME 

 

O’HALLORAN: I’m outside the main gate of Woodford Aerodrome, close to 

Stockport in Cheshire.  Flanked by really rather prosperous-looking homes and gardens, the site is 

steeped in defence manufacturing history, including a big role in building the Lancaster and 

Vulcan bombers.  But over the years the workforce here has dwindled in size, and today 

Woodford is dependent on a contract for just eighteen planes, and even the bulk of them are in 

doubt.  It’s a project plagued by severe delays, a massive cost overrun, and now, it seems, 

uncertainty about whether Britain really wants or can afford most of those planes. 

 

FRENCH: The Nimrod project to BA Woodford is extremely 

important.  It employs on-site round about a thousand people.  Off-site we’ve got probably about 

another two hundred spread around four sites. 

 

O’HALLORAN: Keith French of the Amicus union, who works at the aircraft 

factory, says that after a steady loss of jobs here, the contract to build Nimrod maritime 

reconnaissance aircraft is all that the workforce have left. 

 

FRENCH: If we don’t get the contract for the production side of the 

Nimrod, it probably could end up with the closure of the Woodford site. 

 

O’HALLORAN: It was at the end of 1996 that the contract to build the 

Nimrod planes was placed.  They were initially due to go into service in April last year, but the 

contract has had to be restructured twice.  Delivery dates have repeatedly slipped, and so far not 

even one of these Nimrods has got airborne.  This year the National Audit Office revealed a new 

delay of 40 months on the project overall, and a cost over-run of £538 million.  Paul Beaver, an  
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O’HALLORAN cont: advisor to the Commons Defence Select Committee, says the 

Nimrod problems can be traced back a long way. 

 

BEAVER: The basic decisions were taken in the mid 1990s and again 

it’s taken, what, some five or six years for these problems to become readily apparent.  Although I 

have to say, to the specialists, we’ve all been expecting the first flight of the Mark Four Nimrod, 

as it’s called, to have taken place, what, some forty odd months ago.  It hasn’t happened. 

 

O’HALLORAN: But how does it come about that we suddenly discover in 

January of this year from the National Audit Office that this project has leapt in length by forty 

months in the last year, and has leapt in price by more than half a billion pounds out of an original 

total, I think, outside figure of around £2 billion? 

 

BEAVER: I think, quite frankly, that we see a lack of project 

management in both industry and in the Ministry of Defence.  People knew that this was going to 

be a problem, they knew that the aircraft was not coming on schedule.  The fact that the first one 

had not flown after rework, I think, was a classic example.  But again it’s a lack of transparency, 

it’s a lack of control and it’s a lack of management. 

 

O’HALLORAN: BAE Systems at Woodford say they’re planning to have the 

first flight of the new Nimrod plane very soon, but they refused to be interviewed.  The name 

Nimrod is firmly attached to a highly controversial defence project back in the mid 1980s.  Plans 

for a fleet of Nimrod Early Warning aircraft were scrapped after hundreds of millions of pounds 

had been spent, and the MOD bought the American AWACS instead.  A former chief executive of 

British Aerospace, forerunner of BAE Systems, Admiral Sir Raymond Lygo, says he’s been 

reminded of that earlier defence procurement fiasco by the cost overruns on the new generation of 

Nimrods, especially because both projects used an airframe that is, in aviation terms, an antique. 

 

LYGO: Who could believe that you’ve got a Comet air frame 

basically there that has been added to and mucked about with over the years to such an extent that 

it really is unbelievable that the aircraft is still able to fly.  I mean, the classic mistake was with 

the Airborne Early Warning version, which finished up being so heavy and so overloaded it 

couldn’t cope.  I was told at the time, all those years ago, that Hawker Sidley could not understand 

that they were told to develop this aircraft on a Comet air frame which was so old.  The solution 



 

 

4

LYGO cont: would have been to have gone out and bought something, 

either new or second hand, either American or preferably Airbus industry, in which we have a 

stake, to use as the air frame, but they didn’t, and so now we’ve got …  This is like having a 

model T Ford, you know, and we keep putting in Rolls Royce modifications. 

 

O’HALLORAN: So you’re saying it was almost incredible to industry twenty 

years ago that the old Comet air frame from, what, the 1950s was still being used for a major early 

warning aircraft?  You’re saying it’s even more incredible today? 

 

LYGO: Well, I mean, I think it has an inevitability about it.  I mean, 

if you keep pouring money into this air frame, of course there comes a point when you can’t 

afford to scrap it.  I mean, you’ve spent so much money on it and then you’ve got to continue to 

spend money on it. 

 

O’HALLORAN: At the outset, the plan was to build twenty-one of the new 

Nimrod planes.  Then the figure was scaled back to eighteen.  But it is far from certain that all 

eighteen will be built.  As the Ministry of Defence began to reveal the grave situation at 

Woodford, the project was split into two phases.  In the first phase, only three planes will be built.  

There will then be an assessment period.  Only then will the government decide about the others.  

The defence procurement minister, Lord Bach, has told File on 4 that more than the first three will 

be built, but he won’t commit to an exact number.  He blames much of the trouble with Nimrod 

on the fact that it’s what the MOD calls a legacy project – a contract signed before the 

government announced reform of defence procurement back in 1998. 

 

BACH: These are very very complex procurements.  Sometimes we 

get it right straightaway, sometimes it takes us time.  We’re not happy with the position at all.  

What we want to see, though, is that this particular asset, this very important aeroplane is flying 

and is doing the job it’s intended to do for the British armed forces.  

 

O’HALLORAN: It’s not just a cost overrun, it’s an extra delay of three and a 

half years, isn’t it? 

 

BACH: The two often go side by side, I’ve learnt in this job.  Once 

you have a delay, you have a cost overrun, and what we’re determined to do is to try and stop this 

happening with other major projects. 
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O’HALLORAN: But the Labour government has been in power now, the two 

Labour governments, for seven years.  Isn’t it time to shoulder some of your responsibility for 

these big delays? 

 

BACH: I’m happy to shoulder responsibility.  This isn’t a party 

political issue.  Procurement ministers pick up what happened years and years ago because these 

are major procurements.  The fact is this was signed before we came to power.  We’ve had to deal 

with it.  There’s no party political point in that at all. 

 

O’HALLORAN: But the important thing is why did it take the government 

and the Ministry of Defence so long to cotton on to the fact that it was not going according to time 

or to cost? 

 

BACH: Because these things do sometimes, I’m afraid, take some 

time to emerge.  We’re very dependent, of course, on the contractor and the MOD working 

closely together on these.  But of course, the fact is that we have spotted it, we have got over that 

particular difficulty, and I’m rather more interested in looking ahead to make sure it is the asset 

we hope it will be. 

 

ACTUALITY BY WATER 

 

O’HALLORAN: Next to a channel where yachts and pleasure boats are 

moored, the gigantic Devonshire Dock Hall dominates the town of Barrow-in-Furness on the 

Cumbria coast.  It’s here that another defence project – this time on submarines – ran into huge 

delays.  This programme also dated from just before the reform of defence procurement in 1998.  

And local people believe the way it went wrong may have cost the town thousands of jobs and its 

role in building surface naval ships. 

 

WAITING: The Bulwark was launched just further along the channel 

side here.  The dynamic launch of a ship is a sight to behold, and the town is filled with pride.  

Families have worked here for generations on shipbuilding, on surface ship building, and so 

there’s a tremendous feeling of pride. 
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O’HALLORAN: For Terry Waiting, the departure from Barrow-in-Furness of 

the amphibious assault ship, Bulwark, two weeks ago was a poignant occasions.  As a former 

worker in the dockyard and now borough council leader, he saw it as the end of an era. 

 

WAITING: To see it leave Barrow and perhaps could possibly the last 

surface ship that we build here, we’ve no other surface ships on our order books, all we’ve got 

now are Astute submarines, there’s a great deal of sadness in the town because we were always 

used to seeing large ships in our dock. 

 

O’HALLORAN: Not so long ago the workforce at Barrow expected to be 

building Type 45 destroyers alongside the submarines for years to come.  But last year BAE 

Systems announced the destroyer work would be moved to Scotland.  Within weeks the MOD 

disclosed massive problems that had occurred in the design phase of the Astute submarines at 

Barrow. 

 

WAITING: Because of the delays in the Astute submarine problem that 

occurred in the late nineties and early 2000, the BAE Systems had to get the Astute programme 

back on track.  They’d lost huge amounts of money and several years as well, it was several years 

late.  They had to get that back onto the new programme.  They thought that the only way that that 

could happen was to take Type 45 away from Barrow-in-Furness and put those orders on the 

Clyde.  That directly …. 

 

O’HALLORAN: Type 45 destroyers meant all the work on those surface ships 

went north to Scotland? 

 

WAITING: Yes.  And as a result of that, the workforce suffered by, I 

guess, somewhere in the region of 2,000 or 2,500 direct jobs in Barrow-in-Furness employed on 

surface ship building.  That was a direct result of slippage that was allowed to happen by various 

owners and the MOD on Astute, and if that hadn’t have occurred we would still be involved in the 

Type 45 destroyer programme.  On a shipbuilding town like Barrow-in-Furness, we are to all 

intents and purposes the very same as a mining community.  We’re isolated, we have no other 

major employer in the town.  BAE Systems is our major employer.  We have lost, as a direct 

result of the slippage on Astute submarine, somewhere in the region of 2,000 to 2,500 jobs 

directly in Barrow-in-Furness. 



 

 

7

O’HALLORAN: The delays on the Astute submarines – of about three and a 

half years – have caused a cost overrun of close to £900 million.  Again BAE Systems would not 

be interviewed.  But Harry Knowles of Furness Enterprise keeps in close touch with the shipyard 

management.  He’s observed the yard’s ups and downs over the last fifteen years.  He says its 

present problems go back to the time before BAE Systems took it over in 1999.  It was two years 

earlier that the previous company – GEC Marconi – signed the contract on Astute. 

 

KNOWLES: The Astute submarine contract, when awarded to GEC, was 

an accident waiting to happen.  This was a situation where the MOD took a decision to award a 

contract to an organisation that had no track record in building submarines, at a price which by 

any standards was a low price and hence unrealistic, to a timescale which likewise was unrealistic 

as well.  BAE Systems then inherited that particular contract.  We then genuinely had a situation 

whereby you can give BAE Systems some responsibility for this.  They went through a process of 

trying to deal with a contract which was unrealistic in price and unrealistic in delivery times, and 

you can criticise BAE Systems for maybe not shouting loud enough to the MOD about the 

problems that were occurring and say literally bluntly, ‘I’m sorry, but we’ve inherited a contract 

which is way below the price that we can actually build it for and make any kind of a profit, and at 

timescales which frankly are unrealistic.’ 

 

O’HALLORAN: And how well did the Ministry of Defence keep a grip on 

things in your view from 1997 onwards? 

 

KNOWLES: Well they had a fundamental problem, because the expertise 

that they previously had in-house, which maybe could have alerted them to this particular 

problem, they had let go.  So what they didn’t have was their own in-house experts who could 

have challenged and questioned the private sector and actually said to them, ‘Look, this doesn’t 

appear to be going too well.  Why is that?’ 

 

O’HALLORAN: Although this was an order for nuclear submarines seen as 

hugely important to Britain’s future defence, it appears the MOD remained largely in the dark 

about the way things were going wrong over the five years up to 2002.  The National Audit Office 

pinpointed as the source of the trouble computer aided design – a technique never used before 

then on submarines built in Britain. 
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READER IN STUDIO: It is now apparent that neither the Department nor BAE 

Systems fully understood the risks of introducing computer aided design to a new class of 

submarine.  For example, between 1997 and 2002, the government did not explicitly the 

integration of designs via the computer aided design tool, and did not include the use of the tool as 

a separate item on its risk register. 

 

O’HALLORAN: Defence analyst Paul Beaver says computer aided design 

had, years before, caused serious delays on submarine programmes in America, but neither BAE 

Systems nor the MOD discovered that until late in the day. 

 

BEAVER: The problem, I think, is that computer aided design was very 

new to what the British had done before in terms of shipbuilding.  It seemed to me that we lacked 

the core management skills to run a computer aided design system.  It was, if you like, a step too 

far in terms of technology.  It caused delays.  Now delays cost money.  We even had the situation 

where at one stage the submarine is built in sections, one of the sections was almost installed 

upside down.  It was a near thing that the welders were about to go into action, as a result of 

people not being able to understand computer aided design techniques, that we had a, if you like, a 

mismatch between the computer screen and the physical entity of the submarine. 

 

O’HALLORAN: But as I understand it, these problems with computer aided 

design began in 1997 and continued for five years without the Ministry of Defence explicitly 

monitoring the situation. 

 

BEAVER: It does seem remarkable, doesn’t it, that we had a number of 

years when you would expect there to be performance milestones to be met, that we didn’t see 

somebody from the Defence Procurement Agency actually saying, ‘Yes, there’s a problem here 

guys, you really have got to do something about it.’  The way in which the procurement had been 

managed, the way in which the whole project had been managed was really courting disaster. 

 

O’HALLORAN: So you’re blaming the Ministry of Defence for the whole 

Astute delay and cost overrun saga as much as industry itself? 

 

BEAVER: I think everybody bears blame on this.  It isn’t just BAE 

Systems, it isn’t just the workforce at Barrow.  It is very much the case that the way it was 

managed at the Ministry of Defence actually doesn’t really bear good scrutiny. 
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O’HALLORAN: The cost overrun on the Astute submarines of nearly  

£900 million is equivalent to about half of the original contract price.  BAE Systems is footing 

part of the bill, but the bulk of it – well over £600 million – will fall to the taxpayer.  Defence 

Procurement Minister, Lord Bach, admits the MOD was over-confident. 

Why do you think the delays and cost overruns were not becoming apparent, the big problems 

between 1997 and 2002? 

 

BACH: I think there probably were signs that these programmes 

were not going as well as they should.  I think there may have been issues about us being told how 

things were actually going, but I don’t want to … 

 

O’HALLORAN: You’re saying ‘issues’ – what do you mean?  You weren’t 

being kept in the picture at the Ministry of Defence, you mean? 

 

BACH: I just, I have a feeling that the coordination between the 

company and the MOD at that particular time, on this project in particular, wasn’t as good as it 

might have been. 

 

O’HALLORAN: But the fact that it took five years or more to discover the 

difficulties and begin to put them right, that has cost the taxpayer a vast amount of money – 

getting on for £900 million – and the majority of that is picked up by the taxpayer. 

 

BACH: We are certainly picking up more than 50% of that, and I 

want to make it quite clear, as we did to the NAO, that there were MOD faults here as well as 

company faults.  I’m happy to admit it.  What’s important, though, is that we now use a 

completely different process called Smart Acquisition, and that we’re moving forward on these 

projects.  And I think we’ve already, as it were, had our hit on this.  It’s now important to get 

these assets into the armed services. 

 

O’HALLORAN: Astute submarines and Nimrod planes weren’t the only big 

projects to incur huge new cost increases in the last year or so.  The Eurofighter aircraft, now 

relabelled Typhoon, and an air-launched anti-armour weapon, Brimstone, between them 

accounted for another £1.1 billion.  In all, in just one year, the cost of overruns on major weapons, 

ships and planes came to £3.1 billion.  With BAE Systems refusing to comment, how does 
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O’HALLORAN cont: industry defend its role in these runaway costs?   

Keith Hayward of the Society of British Aerospace Companies, claims that overall defence firms 

have sharpened up their act since the mid 1990s. 

 

HAYWARD: Large parts of the UK defence industry, in spite of various 

adverse publicity, is lean and mean and it’s been able to compete on merit in some of the world’s 

most competitive defence markets, particularly inside the United States. 

 

O’HALLORAN: If the UK defence industry has become lean and mean, how 

on earth does it come about that we learn very recently in a National Audit Office report that there 

are £3 billion cost overruns on some of our major projects, and these are now going to be more 

than three years late in some cases? 

 

HAYWARD: Defence project management, defence project development 

is difficult.  It is complex, and certainly a number of programmes have been affected by poor 

project management. 

 

O’HALLORAN: So industry puts its hands up to that? 

 

HAYWARD: Industry will put its hands up to inadequate and weak project 

management, but it should also be said that the customer has a habit of changing his mind, the 

Ministry of Defence, it too has made mistakes.  The environment in which these projects, over a 

long period of time, is certainly subject to uncertainty.  Many of them are international projects 

outside of the United Kingdom’s control. 

 

O’HALLORAN: For its part, the Ministry of Defence points out that most of 

the projects where costs have rocketed predate the reform of defence procurement one year after 

Labour came to power.  This was announced by the MOD in the Strategic Defence Review in 

1998. 

 

READER IN STUDIO: Every pound spent on defence must count and be spent 

wisely and well.  In order to free up resources for operational enhancements and to make good 

inherited weaknesses, the Strategic Defence Review has included a rigorous examination of all 

our activities and assets to ensure they are relevant for the future and carried out as efficiently as 

possible for the taxpayer. 
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O’HALLORAN: It said the review had resulted in a series of measures, 

including a new way of ordering equipment. 

 

READER IN STUDIO: Our Smart Procurement Initiative, to eliminate overruns in 

cost and time and get equipment faster, cheaper, better. 

 

O’HALLORAN: Smart Procurement was soon renamed Smart Acquisition.  

One feature of it was that a much greater slice of the budget for each project would be invested 

early on, in the design and development phase.  Spending more up front, it was hoped, would cut 

delays and cost overruns later on during production.  And Major-General Alan Sharman of the 

Defence Manufacturers Association, says industry welcomed the move. 

 

SHARMAN: One of the major planks of Smart Acquisition was that up to 

15% of the total value of a project should be spent at the design and development stage, to de-risk 

the project and make sure that before you went into the more expensive slight production you had 

made sure these problems wouldn’t arise. 

 

O’HALLORAN: And is that 15% of investment at that stage, is it actually 

happening? 

 

SHARMAN: Certainly the National Audit Office report, to which you 

referred earlier, suggests that perhaps at the moment only about 5% is being spent, so that’s 

clearly something that the MOD has got to do better at. 

 

O’HALLORAN: So even now, under Smart Acquisition, we’re only spending 

a third of what was planned on that critical development stage? 

 

SHARMAN: Certainly not enough is being spent on it. 

 

O’HALLORAN: And recent evidence to the Commons Defence Committee 

suggests that failure to meet their target is only one of a number of aspects of so-called Smart 

Acquisition that are still far from being implemented.  The Chief of Defence Procurement,  

Sir Peter Spencer, told MPs a few weeks ago that when he took up his job last year, poor 

performance had been endemic.  And he judged that only one of the seven principles of Smart 

Acquisition had been properly carried out. 
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READER IN STUDIO: Of the other six, none of them had been implemented fully, 

and in some cases had hardly been implemented at all.  Performance time and cost trade-off was 

very patchy. 

 

O’HALLORAN: The minister he reports to, Lord Bach, concedes that 

improving defence procurement has been a long, uphill struggle.  He says it’s been a big challenge 

to put into place the six key features of Smart Acquisition that Sir Peter Spencer referred to. 

 

BACH: I think his expression was they haven’t been fully 

implemented.  I think there’s been some successes in all of them.  But that we haven’t moved to 

the final position as far as Smart Acquisition is a truism, we’re never going to.  The fact is that 

procurement is a very difficult to do and we’re determined to try and do it better than we have in 

the past, but we’ll always learn from mistakes. 

 

O’HALLORAN: It’s right, isn’t it, that one of the features of Smart 

Acquisition is supposed to be that you put 15% of your spending on a project upfront, in at the 

very early stage? 

 

BACH: It’s a rough target that we should spend an appreciable 

amount of the total spend on the assessment phase in order to take risk out of the most complex 

programmes.  So it’s not something set in stone.  We haven’t been, we haven’t been spending 

enough upfront in my view. 

 

O’HALLORAN: But the target for that early spending, under Smart 

Acquisition, is 15% as I understand it.  In fact, we’ve been told that less than 5% is being spent 

upfront at the moment by the present reckoning. 

 

BACH: I don’t think you should get too excited by the 15% figure.  I 

think it depends exactly on what kind of procurement you’re doing.  But I’ve already 

acknowledged – and I’ll just repeat myself – we haven’t spent enough time and enough of the 

total spend on the assessment phase.  That’s something we’re going to change and are changing 

now. 
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O’HALLORAN: But you rely a lot on bandying about this phrase ‘Smart 

Acquisition’, do you not?  It is, you know, something that is mentioned very often, and yet we are 

being told that a lot of it hasn’t been implemented.  That’s my point. 

 

BACH: I see your point.  Smart Acquisition is a phrase.  It isn’t 

tablets of stone, it’s not something you can just take off the mountain and put it into practice.  I 

don’t want to use the phrase as though it’s some answer to everything, but I do think that the 

principles behind it will work and will mean that we won’t get the kind of legacy issues that we 

had with Nimrod and Astute. 

 

ACTUALITY OF THE QUEEN MOTHER, ARK ROYAL, 2001 

 

QUEEN MOTHER: I am so happy that I am once again on board Ark Royal.  

You see, I launched her and her predecessor.  Splice the main brace!  [laughter] 

 

O’HALLORAN: The late Queen Mother, rededicating the aircraft carrier, Ark 

Royal, three years ago.  But the time is coming when the Navy’s present carriers must be 

replaced.  Buying two much bigger ones is one of the most prominent of the newer Smart 

Acquisition projects.  A French firm, Thales, and a British one, BAE Systems, are in line to build 

them. But BAE Systems has failed to win a valuable contract to manage this so-called alliance 

project.  That snub by the MOD and a fierce  battle over the price for building the carriers is 

reported to have caused a major row between Britain’s biggest defence contractor and the 

government.  BAE Systems is said to reject the government’s suggested £2.9 billion price tag as 

totally unrealistic.  And estimates of the eventual size of the two ships have varied widely, says 

Paul Beaver. 

 

BEAVER: The fact that we don’t quite know the size and the scale of 

the carriers is symptomatic of the whole of the problem of it not being properly managed at the 

government level, that the government has not signed up to a contract, a proper contract, for these 

ships yet, so we don’t know exactly how big they’re going to be.  Now the first Sea Lord has gone 

in front of the Defence Select Committee in the House of Commons and said the ships are going 

to be around 60,000 tons, 275 metres in overall length.  Now that’s about the most, if you like, 

authoritative quote on this that we can find.  If you look at other sources, you can see that there 

have been leaks that it’ll only be 45,000 tons.  Perhaps those are inspired leaks in order to try and  
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BEAVER cont: get the tonnage to be increased.  But there’s no doubt at all 

that the Navy see these as being major warships. 

 

O’HALLORAN: And what about the variation in costs that we’ve heard 

about, or the price tag on these carriers in the last two or three years? 

 

BEAVER: One of the problems we’ve got, if you don’t actually know 

what the carrier’s going to look like, what size it’s going to be, you don’t actually know how 

much it’s going to cost. 

 

O’HALLORAN: Another problem dogging the timetable is the choice of 

plane to fly from their decks.  Britain has invested heavily in a huge American project to build the 

Joint Strike Fighter.  And, for the carriers, the MOD has been relying on a version of the plane 

which, at least from Britain’s point of view, has a serious problem. 

 

BEAVER: Over the last several months there has been very good 

information coming out of the United States, that one particular version of the Joint Strike Fighter, 

the one the Brits are interested in, the short take-off vertical landing, it’s called STOVL.  It’s 

basically a Harrier replacement, that this aircraft is very weight-dependent, and we’re talking 

about a weight problem here of something in the order of 3,000lb, perhaps as much as two tons, at 

a stage in the development of the aircraft where by now you would have expected that to have 

been dealt with.  Now you can say, ‘Right, new technologies coming along will be lighter and 

simpler and therefore it will be easy enough to change, and the overall shape of the aeroplane will 

not change.’  The problem you’ve got with having this weight problem is, will the aircraft be 

capable of doing the vertical landing on the aircraft carriers?  Take-off, I don’t think, is going to 

be a problem, but vertical landing on the aircraft carriers the United Kingdom wants to have enter 

service in less than ten years’ time.  It’s not just the fact the aircraft is overweight, it’s now costing 

a lot more.  Originally it was only going to cost $23 million a copy.  It’s now up to well over  

$35 million.  It’s about the same price as the Eurofighter now. 

 

O’HALLORAN: The Ministry of Defence has said that such obstacles occur 

in the early stages of complex programmes and that it’s working closely with the plane’s 

engineers to solve the problem.  But all this is hardly helping the new aircraft carriers to stay on 

schedule.  Approval of their final design was due in April, but is said to be up to six months late.   
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O’HALLORAN cont: The development budget is also reported as overrunning by 

about 20%.  The delay has caused consternation in two shipyards on the Tyne and in Rosyth, 

which are in urgent need of their share of the building work.  Estimates vary as to how late the 

project could get.  Harry Knowles of Furness Enterprise in Barrow, who maintains close contacts 

with the other yards, is pessimistic.  He claims the carriers could be up to 24 months late. 

You say there’s already, you believe, something like a two year delay on the carriers? 

 

KNOWLES: Correct. 

 

O’HALLORAN: How would you substantiate that? 

 

KNOWLES: Based on actually talking to people inside the future aircraft 

carrier team, my judgement is that on the basis of informed opinion, we have moved two years to 

the right and are therefore looking at a two year delay on the aircraft carrier programme. 

 

O’HALLORAN: But it’s only been going about two or three years, hasn’t it? 

 

KNOWLES: Well, it’s been going for about four years, from the point of 

view of being announced as a project, and you’re right, I mean, it doesn’t seem that we’ve been 

going that long, but I feel fairly confident that my two-year judgement is a good one. 

 

O’HALLORAN: And why do you think that delay has really happened? 

 

KNOWLES: Well, why it’s happened is because the MOD’s idea of 

what’s a reasonable price – and they set a target price of about £2.9 billion, just under £3 billion 

for the two carriers – is not a price that BAE Systems and Thales, the responsible contractors, are 

able to actually produce the ships for.  They are actually arguing for what they believe is a far 

more realistic price, which is probably £3.7 billion or £3.8 billion, and there is a huge gap between 

what the MOD want the carriers for and what the companies concerned can build them for.  So, if 

you will, we’re trying to build a Rolls Royce carrier for a Ford Mondeo price, and I think this is 

the fundamental problem, is that the defence budget is not sufficient to build the ships we need to 

build. 
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O’HALLORAN: So is it possible that the Ministry of Defence has become 

over-zealous about getting the lowest possible price at the outset and over-reliant on its own bold 

claims about Smart Acquisition?  Admiral Sir Raymond Lygo says there are real dangers in 

driving contract prices too low. 

 

LYGO: You have to have an arrangement between the companies 

concerned and the government, so they can be interdependent and rely on each other, and the 

government has to recognise that a company is entitled to make a reasonable profit.  And it won’t 

help by introducing kind of sexy-sounding titles like Smart Procurement, which will make no 

difference in the end to the outcome. 

 

O’HALLORAN: What does that sexy-sounding title Smart Procurement 

actually mean, in your view? 

 

LYGO: Well, I mean, it’s a way of coming up with a new idea which 

you can sell to politicians as being the answer to the problem, and there are no glib answers to this 

problem.  You’ve got to sit down and work through it and have mutual trust and a system whereby 

the Ministry can understand what’s going on in the company and has to be manned accordingly, 

otherwise it won’t be able to do it, and the company has to be completely transparent and honest 

in what it is doing.  You can’t just have a gimmick to solve a problem. 

 

O’HALLORAN: The Chief of Defence Procurement has warned MPs that bad 

news about cost overruns and delays on big projects is certainly not over.  He signalled there 

would very likely be more to come in the next year.  However, on the carriers, the Defence 

Procurement Minister, Lord Bach, insists that while there may be a delay in going into the main 

phase of the building programme, the ships can still be delivered by the target dates of 2012 and 

2015. 

 

BACH: These are the largest ships, warships, that will ever be built 

in the United Kingdom, that have ever been built in the United Kingdom.  This is not an easy 

programme.  We have to make sure we get it right.  The aircraft carriers and their procurement 

may well be an example of where we should just pause and spend some more time taking risk out 

of the programme before we move to the main gate, which is the main investment in the 

programme, so that later on, further down the line, we are not faced with delays and cost 

increases. 



 

 

17

O’HALLORAN: The problem is, it seems to be already almost common 

knowledge that the two suppliers can’t meet the £2.9 billion price tag originally mentioned and 

there’s increasing talk of a price that they might be able to meet of around £4 billion.  Isn’t that a 

problem? 

 

BACH: No, it’s not a problem.  This is all part of the negotiations to go 

on at this stage.  We are working towards an alliance system of procurement for the aircraft carriers, 

and our studies make us believe that the £3 billion approximately that’s been set aside is enough. 

 

O’HALLORAN: Your Chief of Defence Procurement has indicated, hasn’t he, 

that these cost and delay problems are by no means over, and he’s warned MPs really fairly 

clearly to expect more bad news in the next year. 

 

BACH: Oh I agree absolutely with him.  You don’t just put it all right 

in a year or two.  There are legacy projects still that we’re building.  There will be things that go 

wrong with Smart Acquisition projects too.  And this next year will be a difficult year.  This is … 

 

O’HALLORAN: So how many billions of cost overruns do you think we’re 

going to be talking about this time next year? 

 

BACH: I’ve absolutely no idea, but it would be amazing if there 

were no cost overruns at all and if there were no delays at all.  What we’ve got to do is get them 

down to as low a figure as we can.  This isn’t an exact science. 

 

O’HALLORAN: At the heart of many of the cost overruns and delays, it 

seems, is a tendency to put the best gloss on things and ignore potential pitfalls.  The Chief of 

Defence Procurement himself has branded this ‘a conspiracy of optimism.’  He even revealed 

recently that he had had to hold a virtual amnesty in the Defence Procurement Agency so that 

officials could own up to major problems which could add vastly to the cost of projects they are 

supervising.  Up until now, the MOD has tended to suggest that when contracts go hundreds of 

millions over budget, it can all be blamed on mistakes made way back in the past.  Now, it seems, 

they are not quite so sure.  And they still have a long way to go in proving that they have cracked 

the problem. 
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