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Abstract
In 2014 – 2015 the Support and Service industry generated over £11,000 million in revenue in
the UK; and over £23,000 million globally that is more than 50 percent of the revenue comes
from exports.
The value of this sector will be over £35,000 million by 2025 and exports will be over
65 percent.
In the same period the addressable global market will grow from £490,000m to £710,000m;
the UK share of the market will reduce from 5.1% to 4.8%.
There are many strengths in the UK industry and with the right focus and execution the share
of the global market can easily reach 7 to 8% by 2025.
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UK Support and Service industry a high value
employer and a net exporter
Executive Summary
• In 2014 – 2015 the Support and Service industry generated over £11,000 million of
revenue in the UK and over £23,000 million globally meaning that more than 50 		
percent of the revenue comes from exports.
		
o Just under 6000 companies employed over 107,000 people with an average
			 wage of £42,000, cf. overall industrial average is £27,000 (Source ONS data
			 from December 2014 SIC Division 33)
• The value of this sector will be over £35,000 million by 2025 and exports will be over
65 percent.
• Successful Engineering companies made the switch to service centric businesses
from mid-1990s to early 2000s
		
o For such companies revenues from Support and Service account for 		
			 between 50 and 60 percent of their revenue
		
o The margin from the support and service is much greater than the margin
			 from selling the product
		
o In times of lower demand for new product purchases, such as during a 		
			 recession, the service and support revenue sustains companies.
• Observation of successful companies identified a clear vision, focus and execution to
becoming a service provider
		
o Design and implement supply chain for service
		
o Divestments, mergers and acquisitions to grow in markets of interest
		
o Strategic alliances and joint ventures to win long term business
		
o Capital investment to improve facilities and infrastructure
		
o Regular focussed research and development investment (between 5% and
			 8% of total revenue)
• Government contracts should include support and service for major projects
		
o In the rail industry the Government have specified such contracts for the 		
			 Thameslink, Crossrail and Intercity Express Programme.

The specific scope of this study
Identify the key drivers for the service and support (including asset management) industry
sectors in the UK and globally. The changes in the market that are likely to alter the size and
geography, and the part innovation in products and service offerings will alter the market’s
monetary value.

Methodology
Review of companies that fall within specific classes identified in the Standard Industrial
Classification (SIC) under division 33. This involved looking at several years of annual accounts
lodged with Companies House to separate out revenues that are derived from the support
and service of equipment. This was not always easily found as many of the companies had
merged the numbers with revenues made from sales of the equipment.
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It is of note that those companies that are strong in their markets separate the revenues for
support and service from equipment sales. Examples of these are Rolls-Royce and GE.
The SIC report only showed data for revenue generated in the UK, so did not include revenue
from UK companies exporting their support and services.
For the airline and rail industries some of the numbers were derived from the numbers of
equipment in service, number of engines, and number of trains or vehicles. From this a ratio
was generated and multiplied for the total number of equipment in service. The outcome
number was then tested against the total revenue generated and is reported here. Their
forecast or planned deliveries of equipment assisted with generating the forecast for future
revenues from the support and service activities.
On-line document search was also used to look for specific trends, for example forecasts
from Boeing, Airbus, and Bombardier Aerospace to look for movement in commercial aircraft
delivery. Industry Associations also produce information that assisted in identifying support
and service costs (revenue).
Reports on the SIC division 33 were also available from various companies, the one that was
tested and proved to be most useful, and cost effective, were from IBIS World and have been
used for reference and some of their data reproduced here. Due to licensing agreements the
reports have not been made available.
Data from the Office of National Statistics has been used to identify percentage growth or
decline in the industry, the average wage and the number of businesses in the sector.
The Global market is larger than reported here as not all countries are accessible or have
addressable markets.
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Figure 1 UK has 5% of the Global Support and Service Revenue

Figure 2 Some industries perform well and should be benchmarked to improve the
other industry sectors
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Figure 3 Source: Review of Annual reports from major companies in each sector.
Railway does not include Network rail spend on maintenance £ 758m (2014)

Figure 4 UK share of Global market will reduce in the next 10 years
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The United Kingdom Standard Industrial Classification of Economic Activities (SIC) is used to
classify business establishments and other standard units by the type of economic activity in
which they are engaged. For this study the relevant division of this document is 33 Repair and
installation of machinery and equipment.
This division includes the specialised repair of goods produced in the manufacturing sector
with the aim of restoring machinery, equipment and other products to working order. The
provision of general or routine maintenance (i.e. servicing) on such products to ensure they
work efficiently and to prevent breakdown and unnecessary repairs is included.
This division does only include specialised repair and maintenance activities. A substantial
amount of repair is also done by manufacturers of machinery, equipment and other goods,
in which case the classification of units engaged in these repair and manufacturing activities
is done according to the value added principle which would often assign these combined
activities to the manufacture of the good. The same principle is applied for combined trade
and repair.
The rebuilding or remanufacturing of machinery and equipment is considered a manufacturing
activity and included in other divisions of this section.
Repair and maintenance of goods that are utilised as capital goods as well as consumer
goods is typically classified as repair and maintenance of household goods (e.g. office and
household furniture repair, see 95.24).
Also included in this division is the specialised installation of machinery. However, the
installation of equipment that forms an integral part of buildings or similar structures, such
as installation of electrical wiring, installation of escalators or installation of air-conditioning
systems, is classified as construction.
This division excludes:
– cleaning of industrial machinery, see 81.22
– repair and maintenance of computers and communications equipment, see 95.1
– repair and maintenance of household goods, see 95.2
Source:http://www.ons.gov.uk/ons/guide-method/classifications/current-standardclassifications/standard-industrial-classification/sic2007---explanatory-notes.pdf
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Figure 5 Source Office of National Statistics and IBIS World reports
The two charts (Figures 1 and 5) show a very different picture, the main reason is that figure
5 is showing revenue based on SIC and is for revenue earned in the UK. In other words the
Support and Service sector accounted for over UK£13,000 million of exports, which is over
50% of the Total Revenue.

Figure 6 Source Office of National Statistics December 2014 data for Division 33
of SIC
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Figure 7 Source Office of National Statistics data from December 2014
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33110
Repair of fabricated metal products
This class includes the repair and maintenance of fabricated metal products of division 25.
This class includes:
• repair of metal tanks, reservoirs and containers
• repair and maintenance for pipes and pipelines
• mobile welding repair
• repair of steel shipping drums
• repair and maintenance of steam or other vapour generators
• repair and maintenance of auxiliary plant for use with steam generators:
• condensers, economisers, superheaters, steam collectors and accumulators
• repair and maintenance of nuclear reactors, except isotope separators
• repair and maintenance of parts for marine or power boilers
• platework repair of central heating boilers and radiators
• repair and maintenance of firearms and ordnance (including repair of sporting 		
and recreational guns)
• repair and maintenance of shopping carts
This class excludes:
• sharpening of blades and saws, see 33.12
• repair of central heating systems etc., see 43.22
• repair of mechanical locking devices, safes etc., see 80.20
No of businesses in 2014 511
Value 2014 £966.7m
Growth 2015 to 2025 increase at 3% per annum

Key External Drivers
Industrial production index
The industry carries out most of its repairs and maintenance for industrial customers. The
industrial production index measures the volume of production in the manufacturing, mining,
and electricity, gas, and water supply industries. An increase in the index augurs well for the
industry because it suggests that demand for repair and maintenance services will increase.
However, considerably strong industrial production activity can hinder repair activity as firms
chose to purchase replacements. In 2014-15, the industrial production index is expected to
increase, providing a potential opportunity for the industry.

Business capital expenditure
The level of business capital expenditure affects demand for repairs and maintenance to
fabricated metal products. Higher capital expenditure stimulates demand for maintenance
services because it implies that more industrial machinery and equipment is in use. However,
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it hinders demand for repair services, as higher capital expenditure generally results in older
equipment being replaced. In 2014-15, business capital expenditure is expected to rise.

Government spending on defence
The government is an important market for the industry because the repair of military
weapons generates a large share of revenue. Higher defence spending propels demand for
maintenance services because it suggests that more military weapons and weapon systems
are in use. However, it hinders demand for repair services, as higher spending generally
results in older equipment being replaced. In 2014-15, government spending on defence is
forecast to decline.

Real household disposable income
Real disposable income trends influence demand for industry services, as households are an
important market for mobile welding services. When real disposable income falls, households
generally cut back on spending, reducing demand for repair and maintenance services.
In 2014-15, real household disposable income is forecast to increase slowly. However, it is
expected to remain considerably below pre-crisis levels.

Average maximum temperature
Boilers are one of the products commonly repaired by industry operators. Colder-than-average
weather increases demand for heating, leading businesses to spend more on maintenance
and repair. It is extremely difficult to forecast weather patterns, however, in line with slightly
warmer conditions evident over the past 25 years, the average maximum temperature is
expected to rise during 2014-15, which is a potential threat for the industry.

Key Success Factors
Ability to provide services throughout the United Kingdom.
Industry operators need to be able to provide services throughout urban and rural areas of
the United Kingdom.

Highly trained workforce
Repairing boilers and generators is a highly specialised area and requires workers with
particular skills.

Maintaining excellent customer relations
Building good working relationships with clients helps firms ensure they attract repeat
business.

Ability to quickly adopt new technology
Quick adoption of technology in tools and staying abreast of new technology in the equipment
and machinery of clients are essential.
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Prompt delivery to market
Fast service, preferably same-day service, is likely to encourage repeat custom.

Performing high-quality repair work
Good-quality work is likely to generate repeat custom and facilitate higher pricing and
profit margins.

Source: IBIS World report 33.110 Welding & Fabricated Metal Product Repair Industry Report
– December 2014 Iyman Uvais.

Major Players
Doosan Babcock Ltd
Estimated market share: 3.6%
Doosan Babcock is a part of Doosan Power Systems SA. It is a global company involved in
the provision of energy services to a wide variety of markets including oil and gas, industrial,
petrochemical, pharmaceutical and nuclear energy generation.
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33120
Repair of Machinery
This class includes the repair and maintenance of industrial machinery and equipment like
sharpening or installing commercial and industrial machinery blades and saws; the provision
of welding (e.g. automotive, general) repair services; the repair of agricultural and other
heavy and industrial machinery and equipment (e.g. forklifts and other materials handling
equipment, machine tools, commercial refrigeration equipment, construction equipment and
mining machinery), including machinery and equipment of division 28.
This class includes:
• repair and maintenance of non-motor vehicle engines
• repair and maintenance of pumps, compressors and related equipment
• repair and maintenance of fluid power machinery
• repair of valves
• repair of gearing and driving elements
• repair and maintenance of industrial process furnaces
• repair and maintenance of lifting and handling equipment including lifts, elevators
and moving walkways
• repair and maintenance of industrial refrigeration equipment and air purifying 		
equipment
• repair and maintenance of commercial-type general purpose machinery
• repair of power-driven hand-tools
• repair and maintenance of metal cutting and metal forming machine tools and 		
accessories
• repair and maintenance of other machine tools
• repair and maintenance of agricultural tractors
• repair and maintenance of agricultural machinery and forestry and logging 		
machinery
• repair and maintenance of metallurgy machinery
• repair and maintenance of mining, construction, and oil and gas field machinery
• repair and maintenance of food, beverage, and tobacco processing machinery
• repair and maintenance of textile apparel, and leather production machinery
• repair and maintenance of papermaking machinery
• repair and maintenance of plastic and rubber processing machinery
• repair and maintenance of other special purpose machinery of division 28
• repair and maintenance of weighing equipment
• repair and maintenance of vending machines
• repair and maintenance of cash registers
• repair and maintenance of photocopy machines
• repair of calculators, electronic or not
• repair of typewriters
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This class excludes:
• repair and maintenance of furnaces and other heating equipment, see 43.22
• installation, repair and maintenance of elevators and escalators in buildings and
civil engineering structures, see 43.29
• repair of computers, see 95.11
No of entities 2425
Value 2014 £3600m
Growth 2015 to 2025 is expected to remain at 3.1% per annum

Key External Drivers
Business confidence index
The level of business confidence influences demand for the industry’s services. However,
since the industry is traditionally countercyclical, industry revenue generally increases when
business confidence declines because firms choose to repair and prolong the life of old
machinery rather than buying new. However, it is pertinent to note that the industry does not
always follow a countercyclical trend, as demonstrated by the figures recorded during the
recession. In 2014-15, business confidence is expected to rise, which is a potential threat to
the industry.

Real gross fixed investment
Rising capital expenditure tends to result in higher spending on non-essential repairs and
maintenance. Even though rising capital expenditure should technically have a negative effect
on the industry, since replacing older equipment with new will reduce the need for repairs, the
influence on the industry is generally positive because the capital intensity of firms rises. In
2014-15, the level of gross fixed investment is expected to rise, which is a potential opportunity
for the industry.

Key Success Factors
Ability to provide services in many locations
Industry operators that can provide services throughout the United Kingdom are likely to do
better. This is particularly true of companies that serve small niches, since it maximises the
number of potential customers.

Skilled workforce
Repairing complex machinery is a highly specialised area and requires workers with particular
skills.
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Customer service
Operators that build good working relationships with their clients are more likely to attract
repeat business.

Technology adoption
Operators need to keep abreast of technological developments in their clients’ machinery so
they can repair the latest machinery.

Prompt delivery of services
Providing a quick service can encourage repeat custom.

Source: IBIS World C33.120 Machinery Repair in UK Industry Report – September 2014 Iyman
Uvais

Improving technology is expected to create opportunities for firms
Industry profitability is forecast to improve over the five years through 2019-20 as the overall
growth in demand eases the downward pressure on prices. The increase in outsourcing by
equipment manufacturers is expected to reinforce this. Further developments in technology
should also positively influence margins, as complex repair and maintenance procedures
will attract higher prices. In addition, stronger demand for the industry’s services is also likely
to support margin growth because a broader revenue base will cover fixed costs. However,
these benefits will be partly offset by the higher wages claimed by those able to perform more
advanced services. Rising energy and raw material prices are also expected to constrain
profit margins during the coming period.
The number of players participating in the industry is expected to increase at a compound
annual rate of 0.9% over the next five years. Industry employment is also projected to rise over
the same period.
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Barriers to Entry
The barriers to entering the Machinery Repair industry are moderate. Repairing manufacturing,
construction and mining, oil and gas machinery is highly specialised, so industry operators
require specific skills and knowledge. As technicians in this industry are required to work
on a large range of machines and models, they need a broader set of expertise than those
employed by companies to maintain or repair one type of equipment.
Maintenance contracts can be difficult to win, as clients generally prefer to work with service
suppliers they have known for some time. To break into the industry generally requires a
pre-existing reputation from earlier work, for example, as the employee of an equipment
manufacturer.
Businesses working in the industry require technical and relatively costly equipment and
parts. Despite this, capital requirements are relatively low. An individual with basic tools could
enter the lower-technology segments of the industry fairly easily, providing they had the right
skills and experience.
In order to be successful, operators also need to serve a relatively large geographical area,
maintain a high level of service and respond to calls promptly. Competition is high.

Major Players
Anglia Handling Services Ltd
Estimated market share: Less than 1%
Anglia Handling Services Ltd is located in Biggleswade, Bedfordshire and was incorporated in
1981. The company sells access equipment, lifting equipment, materials handling equipment,
personal protective equipment and weighing equipment. In addition, it also offers repair,
testing and certifying services, which are relevant to this industry. The company does not
publish revenue and profit figures. IBISWorld estimates suggest that the company will report
revenue of approximately £600,000 in 2014-15.
MB Pumps & Compressors Ltd
Estimated market share: Less than 1%
MB Pumps & Compressors Ltd specialises in the repair, servicing and installation of various
types of pumps and compressors used in many different industries. The company was
established over 30 years ago and is currently headquartered in Nottingham, United Kingdom.
All work carried out by MB Pumps and Compressors complies with British Standards 5750
Part 2. The company does not report revenue and profit figures. However, IBISWorld estimates
the company will generate revenue of approximately £50,000
Other companies in this sector are H&M Compressors, A&I Component Support Ltd and SG
Plant Engineering Ltd.
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33130
Repair of Electronic and Optical Equipment
This class includes the repair and maintenance of goods produced in groups 26.5, 26.6 and
26.7, except those that are considered household goods.
This class includes:
Repair and maintenance of the measuring, testing, navigating and control equipment of group
26.5, such as:
• aircraft engine instruments
• automotive emissions testing equipment
• meteorological instruments
• physical, electrical and chemical properties testing and inspection equipment
• surveying instruments
• radiation detection and monitoring instruments
• repair and maintenance of irradiation, electromedical and electrotherapeutic 		
equipment of class 26.60, such as:
• magnetic resonance imaging equipment
• medical ultrasound equipment
• pacemakers
• hearing aids
• electrocardiographs
• electromedical endoscopic equipment
• irradiation apparatus
• repair and maintenance of optical instruments and equipment of class 26.70, if the
use is mainly commercial, such as:
• binoculars
• microscopes (except electron and proton microscopes)
• telescopes
• prisms and lenses (except ophthalmic)
• photographic equipment
This class excludes:
• repair and maintenance of photocopy machines, see 33.12
• repair and maintenance of computers and peripheral equipment, see 95.11
• repair and maintenance of computer projectors, see 95.11
• repair and maintenance of communication equipment, see 95.12
• repair and maintenance of commercial TV and video cameras, see 95.12
• repair of household-type video cameras, see 95.21
• repair of watches and clocks, see 95.25
No of entities 165
Value 2014 £664m
Growth 2010 to 2014 of 1.1% per annum and will increase to 3.8% per annum until 2025.
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Key External Drivers
Total health expenditure
Rising expenditure on health stimulates demand for the repair of diagnostic imaging equipment,
dental and optical instruments, medical and surgical equipment and laboratory equipment.
The majority of health-care expenditure is borne by the public sector, as most health-care
services are provided by the NHS. Total health-care expenditure is expected to increase in
2014-15, presenting a potential opportunity for the industry. However, the pace of growth will
be constrained by pressure to reduce the budget deficit.

Population aged 65 years and older
Health care is the major market for the industry’s services. As the number of people aged
65 and over increases, demand for health services rises because people in this age group
generally use more health-care services than younger people. This will, in turn, increase
demand for repairs to the equipment used to treat them. The size of this cohort in the United
Kingdom is expected to grow in 2014-15.

Demand from aircraft repair, maintenance and overhaul
Demand from aircraft repair, maintenance and overhaul is used as a proxy for aircraft
maintenance and repair activity. The aviation sector uses the industry’s services to have
navigational instruments repaired. Therefore, the when aircraft repair and maintenance activity
increases, demand for the industry’s services is also expected to increase. In 2014-15, aircraft
repair and maintenance activity is anticipated to rise.

Business capital expenditure
Rising business capital expenditure stimulates demand from mechanical engineers working
in a range of related industries such as aerospace, civil, electrical and petroleum engineering.
Business capital expenditure has been under pressure over the past five years due to the
challenging economic conditions. In 2014-15, business capital expenditure is expected to
grow. However, it is projected to remain below the levels recorded before the financial crisis.
This is a potential threat for the industry.

Key Success Factors
Highly trained workforce
Repairing diagnostic imaging equipment, dental and optical instruments, medical and surgical
equipment and laboratory equipment requires workers with a specialised skill set.

Quick delivery of service
Delivering services quickly and to a high standard encourages repeat custom and improves
productivity.
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Access to the most efficient technology and techniques
Players that can provide maintenance and repair services using the most up-to-date techniques
will be able to gain a competitive advantage.

Maintaining excellent customer relations
Players in this industry need to maintain strong relationships with their customers to ensure
repair and maintenance contracts are renewed.
Stronger macroeconomic conditions are projected to stimulate demand for repair and
maintenance services from engineering and other industrial firms as industrial production
activity improves. Higher levels of asset utilisation and stronger capital spending should
result in higher demand for maintenance work by reducing the gap between services and
increasing the amount of equipment that requires servicing. However, demand for repair
services is anticipated to lose momentum because larger capital expenditure budgets will
allow organisations to replace ageing equipment without repairing it.

Source: IBIS World C33.130 Electronic & Optical Equipment Repair in the UK – June 2014
Iyman Uvais

Barriers to Entry
The barriers to entering the industry are moderate. Repairing most products in the industry,
such as medical diagnosis equipment, aircraft navigational systems and optical instruments,
requires highly specialised skills. This means it is important for firms to have a reputation for
the quality of their work.
Maintenance contracts can be difficult to win, as clients generally prefer to work with service
suppliers they have known for long periods. To break into the industry generally requires a
pre-existing reputation from earlier work.
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Businesses working in the industry also require technical and relatively costly equipment and
parts. Despite this, capital requirements are relatively low in the industry. Especially in relation
to lower-technology machinery and equipment, an individual with basic tools could enter the
industry with low start-up costs, providing the right skills and experience are evident.
To be successful, operators also need to serve a relatively large geographical area, maintain a
high level of service and respond promptly to calls. Competition in the industry is high.

Major Players
This industry has no major players and no operator accounts for more than 5% of industry
revenue. Industry operators tend to be small, often specialising in a specific service or market
segment. This is highlighted by the fact that over 80% of players operating in the industry have
fewer than 10 staff and only 2% of firms employ over 100 people. Some larger companies
operate small or specialised ranges of repair operations in-house, particularly for custommanufactured equipment requiring specialised product knowledge.
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33140
Repair of electrical equipment
This class includes the repair and maintenance of goods of division 27, except those in class
group 27.5 (domestic appliances).
This class includes:
• repair and maintenance of power, distribution, and specialty transformers
• repair and maintenance of electric motors, generators, and motor generator sets
• repair and maintenance of switchgear and switchboard apparatus
• repair and maintenance of relays and industrial controls
• repair and maintenance of primary and storage batteries
• repair and maintenance of electric lighting equipment
• repair and maintenance of current-carrying wiring devices and non current-carrying
wiring devices for wiring electrical circuits
This class excludes:
• repair and maintenance of computers and peripheral computer equipment, see
95.11
• repair and maintenance of telecommunications equipment, see 95.12
• repair and maintenance of consumer electronics, see 95.21
• repair of watches and clocks, see 95.25
No of entities 682
Value 2014 £658.9m
Growth 2010 to 2014 of 5.9% per annum trending down in 2015 to 3.0% and then flat at 3.0%
per annum

Key Success Factors
A highly trained workforce

The repair of speciality transformers, electric motors, generators, switchgear, switchboards,
batteries, electric lighting and wiring electrical circuits requires workers with a specialised
skills set.

Maintaining excellent customer relations

Players in the industry need to maintain strong relationships with their customers to ensure
repair and maintenance contracts are renewed.

Quick delivery of service

The prompt and quick delivery of service encourages repeat custom and reduces productivity
losses.

Ability to provide services across the United Kingdom

Industry operators need to be able to access all areas of the United Kingdom to provide full
service to their customers.

Ability to quickly adopt new technology

The ability to quickly adopt new technology and stay abreast of new developments in the
equipment and machinery used by clients is essential in the industry.
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Having links with suppliers

Strong links with suppliers ensure the ability to access the necessary parts quickly to ensure
the job can be completed promptly and to the clients’ satisfaction.

Key External Drivers
Demand from electricity production

Electricity producers regularly use a wide range of electrical equipment to manage and
distribute energy. As this equipment suffers wear and tear, maintenance and repairs are
needed. Electricity producers thus constitute the largest source of demand for the industry’s
services. Demand from downstream producers is expected to rise during 2014-15, marking
an opportunity for the industry.

Business confidence index

If businesses feel financially secure and confident about their future prospects, they are more
likely to spend on things like preventative maintenance or non-essential repairs. Soaring
business confidence is also expected to induce rising expenditure on new electrical machinery,
which will inevitably need to be repaired in the future. Business confidence is expected to rise
in 2014-15.

Industrial production index

The industrial production index is a proxy for the level of activity in the electricity and
manufacturing sectors. These are the two largest downstream markets for the industry. A
fall in this index can threaten industry demand, as it did during the downturn. However, the
industrial production index is expected to grow in 2014-15.

Business capital expenditure

Business capital expenditure measures how much private businesses and public corporations
spend on purchasing or upgrading physical assets, including equipment. Rising capital
expenditure is good news for the industry because it suggests companies are spending
more on new equipment, which will need maintenance at some point, or on repairing existing
equipment. Business capital expenditure is forecast to rise in 2014-15.
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Source: IBIS World C33.140 Electrical Equipment Repair in UK Industry Report – February
2015 Lewis Sutton

Barriers to Entry

The barriers to entering the industry are estimated to be moderate. The repairs conducted by
this industry, require highly specialised knowledge, so new operators need specialised skills
and knowledge to succeed. The capital requirements needed to enter this industry are low
and it would be possible for an individual with even basic tools to enter the industry with low
start-up costs.

Major Players

Schneider Electric Ltd has approximately 2.9% of the market.
ABB Ltd has approximately 2.1% of the market.
Caterpillar (NI) Limited has approximately 1.4% of the market.
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33150
Repair and Maintenance of Ships and Boats
This class includes the repair and maintenance of ships and boats. However, the factory
rebuilding or overhaul of ships is classified in division 30.
This class includes:
• repair and routine maintenance of ships
• repair and maintenance of pleasure boats
This class excludes:
• factory conversion of ships, see 30.1
• repair of ship and boat engines, see 33.12
• ship scrapping, dismantling, see 38.31
No of entities 499
Value 2014 £544.6m
Growth 2010 to 2014 of 8.3% per annum trending up to 8.6% per annum to 2025, this high rate
of growth is because the industry is starting from a low base post to financial crisis in 2008.

Key Success Factors
Skilled labour

Much of the repair work is highly technical and can require a high level of knowledge and skill.
Therefore, a skilled workforce is essential for success.

Economies of scale

The ability to gain economies of scale improves efficiency. In addition, the larger the presence
of a company, the more chance they have of securing high returns.

Understanding of products that are to be repaired/maintained

The market for boats and ships is fast moving and highly innovative. Companies in this
industry must allow themselves to keep pace with this nature. An inability to do so will result
in companies being unable to carry out required work.

Access to marinas

The nature of the industry is such that operators must locate near marinas or docks. The
transportation of the boats and ships is far too difficult and costly for operators.

Government subsidies

A major market for the industry is the military. Therefore, gaining contracts from the government
for the Royal Navy is important for many companies to achieve strong revenue growth.

Key External Drivers
Demand from sea and coastal freight water transport

Freight shipping companies are leading users of industry services. As demand for freight
increases, utilisation rates of freight vessels will increase. This will boost demand for services
carried out by industry operators, as repair and maintenance services will need to be carried
out more frequently. However, large-scale operators will be the main beneficiaries of an
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increase in demand, as small operators often do not have the skills and resources to carry
out work of this magnitude. In 2014-15, freight volumes are expected to increase marginally,
which is a potential opportunity for the industry.

Demand from sea and coastal passenger water transport

The industry provides repair and maintenance services to commercial passenger ships and
boats. Therefore, demand for commercial passenger travel has a significant influence on
industry demand. When demand for commercial passenger travel increases, so does demand
for industry services, as it increases the frequency at which repair and maintenance services
are carried out. In 2014-15, commercial passenger travel is expected to rise.

Government spending on defence

Military vessels are an important market for the industry as they provide high-value contracts.
Many major industry players carry out repair and maintenance services for the military. Over
the past few years, demand from the military has been affected by pressures on public
spending and related budget cuts. In 2014-15, demand from this segment is expected to
remain constrained, which is a potential threat for the industry.

Real household disposable income

Industry participants offer repair and maintenance services for boats and yachts owned by
private individuals. These are discretionary purchases and therefore trends in disposable
income have a significant influence on demand for these types of assets. An increase in
real disposable income allows a larger percentage of the population to purchase boats and
yachts, which in turn increases demand for services provided by industry participants. In
2014-15, real disposable income is expected to increase gradually.

World price of steel

The price of steel influences industry profitability as replacement parts are often made of steel
and other metals. Therefore, an increase in the world price of steel pushes up the price of
parts, which negatively influences profit margins. Steel prices are expected to rise in 2014-15.

Barriers to Entry
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Barriers to entry are considered fairly high for larger players trying to enter the industry due
to competition for desirable locations, large set-up costs and the need for well-developed
customer relationships. Competition for land in desirable locations is high. There are limited
locations that are feasible for market entrants and without a location that has extremely close
proximity to marinas or docks, success is unlikely. Dry-dock services must be carried out near
to the water, as the transportation of boats and ships can be extremely difficult and expensive
(dependant on size of vessel). All other repair and maintenance work is completed with the
boat still in the water; therefore, it is essential to be located here to improve efficiency. The
high competition for this land increases the price and ultimately the set-up costs. Meanwhile,
those companies operating on larger ships must establish solid customer relationships, as
much of their revenue will depend on the ability to attain large long-term contracts. This is
difficult for industry newcomers to achieve quickly, as customer will prefer companies with
experience to complete the repairs. Due to the high value of many major contracts, signing
contracts with new entrants presents a very high level of risk.
However, the barriers to entry for small operators are significantly lower. Companies operating
on smaller vessels need less land space and machinery. There is also less need to establish
relationships for smaller operators working on private pleasure vessels. Set-up costs are also
lower for these companies.
The major players have achieved their success through mergers and acquisitions.

Major Players

Source: IBIS World C33.150 Boat Repair & Maintenance in the UK - January 2015 Iyman Uvais
Source: Annual Accounts and IBIS World report C33.150.
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33160
Aerospace and Defence Maintenance, Repair
and Overhaul
This is covered by Standard Industrial Classification of Economic Activities (SIC) C33160
Repair and maintenance of aircraft and spacecraft.
This class includes:
• repair and maintenance of aircraft (except factory conversion, factory overhaul,
factory rebuilding)
• repair and maintenance of aircraft engines
This class excludes:
• factory overhaul and rebuilding of aircraft, see 30.30
The major products and services in this industry are component maintenance and repair,
engine maintenance and repair, heavy maintenance and overhaul and line maintenance for
commercial airlines and the defence industry.
The Aircraft Repair, Maintenance and Overhaul industry is in the mature stage of its life cycle.
In the coming five years, stronger competition from overseas operators is expected to restrict
growth. Industry value added, which measures the industry’s contribution to the economy, is
estimated to grow at a compound annual rate of 4.5% over the 10 years through 2015 to 2025.
Meanwhile, the UK economy is expected to grow at a compound annual rate of 2.1% over the
same period. Although this indicates that the industry will account for a growing share of the
overall economy, the industry is not in its growth stage. This is mainly due to the challenging
conditions at the start of the period resulting in industry value added falling considerably in
2010-11.
Some consolidation activity is expected to occur in the industry over the coming period as
smaller players find it extremely challenging to survive. This is a characteristic of a mature
industry. The number of players operating in the industry is expected to grow slightly in the
period to 2025 as individuals made redundant from the industry start businesses as sole
traders.
There have been no major breakthroughs in the services provided by the industry. This
indicates that gains from technological investments are limited. Operators are also focussing
on enhancing productivity and efficiencies.
Number of businesses in 2014 was 817 and will grow to just under 900 in 2025
In 2014 revenues were £13000m (top 15 businesses) and will grow to £18000m by 2025.
The 2014 revenues are split 54% to Commercial and 46% to defence segments of the market.
This will change by 2025 to 63% and 47% respectively.
Defence growth will be flat at 1.1% per annum as Governments have been reducing defence
spending and will continue to do so. The Commercial segment will continue to grow by 4.8%
per annum as economies around the world see an increase in GDP. Majority of this growth is
seen in the Asia Pacific region, Africa, India and the CIS countries.
Number commercial aircraft in-service world-wide will go from just over 20,000 in 2014 to
42,000 in 2032. (Source: combination of forecasts from Boeing, Airbus and Bombardier in
2014).
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The value of sales in commercial engine MRO for Rolls-Royce could increase to £7000m from
£3600m because it has sole supply on the Boeing 787, Airbus A350 and the Airbus A330neo
and has managed to convert 92% of sales to Total Care in recent years (Source: MRO Network
July 2013 - Alex Derber). In April 2015 Rolls-Royce won a major contract worth £6000 million
for supply and maintenance of just over 200 Trent engines for the Emirates Airlines Airbus
A380 aircraft. There are two suppliers available for this aircraft, Rolls-Royce and the Engine
Alliance (50/50 partnership between GE and Pratt and Whitney), and to date deliveries and
firm orders have been equally shared.

Key Success Factors
Access to a highly skilled workforce

Maintenance, repair and overhaul (MRO) services require specialised engineering staff and
the market for engineers is tight. Having skilled staff enables a firm to deliver better quality
services.

Ability to compete on tender

Most contracts in the public and private sector are awarded on tender. Companies must have
a proven safety record and evidence of previous work delivered on time and on budget.

Having a licence

MRO establishments must be licensed to carry out work on specific aircraft, engines or other
components.

Effective cost controls

Effective costing of service provisions allows firms to compete more effectively for lucrative
service contracts and honour those contracts.

Having links with suppliers

Original equipment manufacturers also contribute to the market and may restrict the supply
of parts in order to remain competitive. This means that having good supply links is crucial.

Compliance with regulation

Industry operators must meet all the regulations laid down by the regulatory bodies in any part
of the world where they do business.

Key External Drivers
Demand from scheduled passenger air transport

Demand from scheduled passenger air transport is used as a proxy for the number of
passengers travelling by plane. A rise in scheduled passenger transport activity increases
aircraft utilisation and the number of kilometres flown. This then boosts demand for repair
and maintenance services. In 2014-15, passenger transport volumes are expected to rise,
which is a potential opportunity for the industry. The domestic markets of China and India
grew with 11% and 20% respectively in 1Q2015. The US market in comparison grew 3%.
The growth in the region makes China the world-wide largest domestic passenger market by
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2030, surpassing the US with India in third place (Source: ISTAT Asia conference in Singapore
- IATA’s Conrad Clifford 11 May 2015).

Demand from freight air transport

Demand from freight air transport is used as a proxy for the amount of freight being carried by
plane. Higher demand for freight transportation raises demand for the services provided by
industry participants. An increase in activity boosts aircraft utilisation rates and the number of
kilometres flown, which pushes up demand for repair and maintenance services. In 2014-15,
freight transport volumes are expected to rise.

Government spending on defence

The government is an important market for the industry because carrying out MRO services
on military aircraft generates a significant portion of revenue. When government spending on
defence increases, demand for the industry’s services tends to rise too as the funds allocated
to MRO services expand. In 2014-15, government spending on defence is expected to decline.

Real effective exchange rate

The real effective exchange rate of the pound affects the competitiveness of industry operators.
The heavy maintenance segment faces particularly stiff competition from maintenance, repair
and overhaul providers in cheaper aircraft hubs. A rise in the real effective exchange rate of the
pound makes overseas operators more competitive and hampers the industry’s performance.
In 2014-15, the real effective exchange rate of the pound is expected to strengthen, which
presents a potential threat to the industry.

Source: Company accounts of Rolls Royce, GE, BAE Systems, British Airways,
Monarch Airlines and Easyjet.
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Source: See Appendices 6 and 7

Source: See Appendices 6 and 7
30

Source: See Appendices 6 and 7
Barriers to Entry

The industry has high barriers to entry as regulation is heavy and operators need special
licences. Like with an aircraft manufacturing business, maintenance, repair and overhaul
(MRO) providers need to gain specific skills and knowledge before applying for a licence.
They must also comply with legislation depending on the type of service offered. Given the
high expectations of aircraft safety and performance, all services related to flying are highly
regulated in most countries.
Other barriers to entry include relatively high set-up costs and the need to secure skilled
labour. However, the cost of setting up a business depends on the size of the operations
and services provided. Generally, set-up costs are higher when advanced machinery and
equipment is required or when licences need to be secured. At the same time, MRO providers
require skilled staff in the field of engineering and manual work. At times, the labour market for
these skills is tight. The market for engineers is especially tight, which makes it more difficult
to find skilled labour to start a business.
Once the new entrant begins to operate in the industry, barriers to success are even higher.
Success is dependent on many factors. One is obtaining contracts with key suppliers and
markets since many airlines require a reliable service that they can trust. In addition, original
equipment manufacturers (OEMs) sometimes control the supply of parts and accessories.
OEMs use this practice to increase their power in the market. This can restrict the performance
of a new operator. However, skilled and experienced employees find it easier to enter the
industry if they choose to establish their own operations as they already have proven track
records and good relationships with key contacts in the industry.
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Major Players

Source See See Appendices 6 and 7; Office of National Statistics (March 2015)
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33170
Maintenance of Railway Locomotives and Cars
This is covered by Standard Industrial Classification of Economic Activities (SIC) 33170 Repair
and maintenance of other transport equipment n.e.c. (not elsewhere classified).
This class includes the repair and maintenance of other transport equipment of division 30,
except motorcycles.
This class includes:
• repair and maintenance of locomotives and railway cars (except factory rebuilding
or factory conversion)
• repair of animal drawn buggies and wagons
This class excludes
• factory overhaul and rebuilding of locomotives and railway cars
• repair and maintenance of military fighting vehicles
• repair and maintenance of shopping carts
• repair and maintenance of railway engines
• repair and maintenance of motorcycles
• repair of bicycles
No of businesses 857
Value 2014 £1,286 million; 2025 £1,582 million.
Growth 2010 to 2014 of 8.3% per annum and will grow at 2.1% per annum to 2025

Key Success Factors
Access to a highly skilled workforce

Maintenance, repair and overhaul (MRO) services require specialised engineering staff and
the market for engineers is tight. Having skilled staff enables a firm to deliver better quality
services.

Ability to compete on tender

Most contracts in the public and private sector are awarded on tender. Companies must have
a proven safety record and evidence of previous work delivered on time and on budget.

Having a licence

MRO establishments must be licensed to carry out work on trains, engines or other components.

Effective cost controls

Effective costing of service provisions allows firms to compete more effectively for lucrative
service contracts and honour those contracts.

Having links with suppliers

Original equipment manufacturers also contribute to the market and may restrict the supply
of parts in order to remain competitive. This means that having good supply links is crucial.

Compliance with regulation

Industry operators must meet all the regulations laid down by the regulatory bodies in any part
of the world where they do business.
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Key External Drivers
Demand from passengers for rail transport

A rise in passenger activity increases rail equipment utilisation and the number of kilometres
travelled. This then boosts demand for repair and maintenance services. In 2014, passenger
transport volumes were 1,600 million and are expected to rise to 2,000 million by 2025.
(Source: Network Rail Annual report 2014).

Demand for rail freight

Demand from freight rail transport is used as a proxy for the amount of freight being carried
by rail. Higher demand for freight transportation raises demand for the services provided by
industry participants. An increase in activity boosts freight train utilisation rates, which pushes
up demand for repair and maintenance services. In the next 10 years to 2025 freight transport
volumes are expected to rise by 30%. (Source: Network Rail Annual report 2014).

Government and private company spending on transport

The government spending on transport is an important factor in growth. Much of this
investment is done through Network Rail for the infrastructure expected to be £35,000 million
over the next 10 years. There will be a 25 percent increase in the number trains to 2025; these
are already committed orders, placed by the Rolling Stock Companies and the Government.

Source: See Appendix 8
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Source: See Appendix 8
Major Players

Source: See Appendix 8
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Appendix 1
Machine Tool Sector
Industry Definition
The Commercial Machinery and Equipment Repair Services industry comprises establishments
primarily engaged in the repair and maintenance of commercial and industrial machinery and
equipment. Establishments in this industry either sharpen/install commercial and industrial
machinery blades and saws or provide welding (e.g., automotive, general) repair services;
or repair agricultural and other heavy and industrial machinery and equipment (e.g., forklifts
and other materials handling equipment, machine tools, commercial refrigeration equipment,
construction equipment, and mining machinery).
Revenue ($b)			Businesses (000s)			Market Share
$340.7				$133.1					16/486
Employment (000s)		
Wages & Benefits ($m)		
Profit ($m)
1,226				$43.8					$92.7
*Note: All data in the table is based on 2011 estimates; Industry market share is a ranking of
industries by size (calculated using IVA), with 1 being the largest and 486 being the smallest.
Source:http://www.laresearchgroup.com/commercial-machinery-equipment-repair-services.
html
Heavy Machinery Repair and Maintenance in Australia Industry Market Research Report Now
Updated by IBISWorld
While the mining sector has continued to demand industry services, divergent trends in
construction and declines in manufacturing have limited demand from those markets. For
these reasons, industry research firm IBISWorld has updated its report on the Heavy Machinery
Repair and Maintenance industry in Australia.
Melbourne, Australia (PRWEB) May 27, 2014
The Heavy Machinery Repair and Maintenance industry's performance has been mixed in
the past five years, amounting to a general growth trend as downstream demand increased.
A wide range of companies and businesses use heavy machinery repair and maintenance
services to ensure plant and equipment continues to operate effectively. However, relatively
weak growth in some key downstream sectors, such as manufacturing, has offset some of
this growth. Overall, industry revenue is expected to increase at an annualised 2.3% over the
five years through 2013-14 as demand from the mining sector contributed to higher industry
revenue levels. Enterprise numbers are expected to increase by 3.5% per annum over the
same years.
IBISWorld industry analyst Alen Allday states “growth in private capital expenditure has
increased the pool of heavy machinery and, therefore, the need for repairs and maintenance.”
Strong demand for machinery repair and maintenance from the Mining division has supported
revenue over the past five years, while mixed growth in the Construction division has limited
industry growth. The continued decline of the Manufacturing division due to strong import
competition has weighed on demand for the repair and maintenance of industrial machinery.
Industry revenue is expected to decline by 2.0% in 2013-14 to reach $4.7 billion. According
to Allday, “this decline is mainly due to weakness in heavy and civil engineering construction
demand, which is a major source of industry revenue.” However, some increased private capital
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expenditure on machinery and equipment will encourage increased spending on industry
services. Over the past five years, profitability in heavy machinery repair and maintenance
has increased from the historical low profit levels of 2008-09 during the worst of the economic
crisis.
Market share concentration in the Heavy Machinery Repair and Maintenance industry is at a
low level. This low level is due to industry players tending to specialise in particular machinery,
markets and geographic locations, which limits growth and expansion. The specialised nature
of many of the machines requiring repair and maintenance reduces the advantages of scale.
Market share concentration is expected to have decreased over the past five years as the
number of enterprises entering the industry increased strongly, fragmenting revenue further
among industry players. The industry’s only major player is Komatsu Marketing Support
Australia.
Source:http://www.benzinga.com/pressreleases/14/05/p4583627/heavy-machinery-repairand-maintenance-in-australia-industry-market-res
					Au$m		UK£m		exchange rate @2.0
Australian market 2014 		
5000		
2500
Komatsu
				Yen billion		UK Billion
Komatsu Service		300			1.6
Total revenue			2000			10.69
Aftermarket %			15%
Source: Komatsu Annual report 2013
http://www.komatsu.com/CompanyInfo/ir/annual/pdf/2013/ar13e_all.pdf
Komatsu set up aftermarket division in 2012
Source: http://www.komatsu.com/CompanyInfo/ir/results/20121217/20121217AfterMarket_E.
pdf
Total Global Machinery repair market
Looking at LA Research numbers the market is valued at US$340.7bn; UK£227,000m in 2011
and was growing at 2.3% per annum.
So in 2014 this value would be UK£249,000m; with the same projection to 2025 the market
size would be UK£312,000m
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UK Market

		2014		2025
UK		
3.6		
5
Market expected to grow at 3.1% per annum.
Source: IBIS World report C33.120 Machinery Repair in the UK Industry Report - September
2014 by Iyman Uvais. (This is a purchased report which cannot be replicated)
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Appendix 2
Nuclear Sector (mainly decommissioning)

By early 2012 the number of nuclear power reactors in the world had increased to 435. Total
installed electrical capacity has increased relatively more rapidly than the number of reactors.
Source: IAEA (2012).
In the UK, decommissioning of the Windscale Advanced Gas Cooled Reactor (WAGR), a 32
MW prototype power plant, cost $117 million or UK£87m.

Analysis
With approximately 280 reactors in service at the end of 1985, these will all need decommissioning in the next 5 years, and those in service at the end of 1990 will need decommissioning
by 2025, that is an additional 90. This totals 370 reactors and assuming a cost of UK£87m the
total global market will be UK£32,190m.
Assume that only 50% are accessible (addressable) markets, so UK£16,095m.
There are currently 39 reactors being decommissioned in Western Europe and North America, so the market in 2015 is UK£3,393m.

Comment
The UK and US suppliers in reactor decommissioning have great capability and with good
focus and execution they should be able to win a considerable size of this market.
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Appendix 3
Medical Equipment
Global
The medical devices market of ~$330B (2013) is growing at ~6% p.a. through 2017. DeciBio's
report on Global Medical Device Market Size, Growth, and Trends by Therapeutic Area (2009
- 2017) is the backbone of our industry expertise.
Source: http://decibio.com/medical-devices.php

Analysis
The market in 2013 was £UK£220,000m, and at a growth 6% pa assumed until 2025 is
£UK 442,000m
With a medical device market valued at US$88 billion in 2014, Western Europe continues to
account for slightly more than a quarter of the global medical device market. However, market
growth in Western Europe is undeniably the slowest of the world’s major regions, with the
medical device market projected to grow at a 2014 to 2019 CAGR of 3.7%, according to BMI’s
latest medical device market forecasts. This is only around half the global CAGR of 6.6%,
meaning that the region’s share of the global market is forecast to drop to 22.6% over the next
five years.
Source: European Medical Device Technology (emdt) magazine
Posted in Medical Device Business by Thomas Klein on October 6, 2014
http://www.emdt.co.uk/daily-buzz/medtech-market-outlook-europe-struggles-recovermomentum

Analysis
W Europe accounted for approximately 25% of the Global market, and in 2014 was US$88bn
or UK£58,700m. So the Global market would be 4 times this, that is, UK£ 234,000m in 2014.
This is similar to the figure from the Decibio report above (cf. UK£220,000m)

Highlights

- BCC Research estimates the global market for medical device technologies as $390.3 billion
in 2012. This indication has reached $411.8 billion in 2013 and is expected to reach $538.7
billion in 2018, registering a compound annual growth (CAGR) of 5.5% over the next five
years.
- North America as a segment will grow from $187.6 billion in 2013 to nearly $225.4 billion by
2018 at a 3.7% CAGR for the period 2013-2018.
- Asia is the largest segment of the global market for medical device technologies and it has
reached $7.1 billion in 2013 and is expected to reach $10.8 billion by 2018, increasing at a
CAGR of 8.5% from 2013 through 2018.
Source LONDON, March 30, 2015 /PRNewswire
http://www.prnewswire.com/news-releases/medical-devices-technologies-and-globalmarkets-300057932.html
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Analysis
These figures would put the Global market in 2013 at UK£274,000m, considerably higher than
the other two reports above.
The Medical Device Industry in the United States the U.S. Medical Device Industry the United
States remains the largest medical device market in the world with a market size of around
$110 billion, and it is expected to reach $133 billion by 2016. The U.S. market value represented
about 38 percent of the global medical device market in 2012. U.S.
http://selectusa.commerce.gov/industry-snapshots/medical-device-industry-united-states

Analysis

This would make the Global market in 2012 at US$290bn or UK£193,000m. Increased by 6%
to take to 2013 this would be UK£205,000m.
The average of the 4 reports would be £UK233,000m – THIS IS FOR THE SALE OF EQUIPMENT
AND INCLUDES SERVICE

Source: GE Annual Report 2014 Page 65.
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Analysis

The percentage of Service to total revenue is US$8bn/US$19.3 which is 41%. Assuming this
is the normal ratio then the total Service market globally is 41% of UK£233,000; which is
UK£95,000m in 2013. With a growth rate of 6% then this would UK£191,000m.

UK

Siemens have 16 MES contracts across the UK and 70,000 items currently installed worth
over £80 million.
Source:http://www.healthcare.siemens.co.uk/infrastructure-it/hospital-projects-andconsulting/managed-equipment-service/what-is-siemens-mes

Source: IBIS World C33.130 Electronic & Optical Equipment Repair in the UK – June 2014
Iyman Uvais

Analysis
UK Market for Medical Equipment repair in 2014 was £664m multiplied by 49.8%, which is
£331m.
Increasing this at 6% per annum to 2025 would make it £628m.

Other reading

http://www.emdt.co.uk/daily-buzz/how-was-2014-big-european-medtech-companies
http://www.emdt.co.uk/industry-news/how-was-2014-big-european-medtech-companiesroche
http://www.emdt.co.uk/daily-buzz/how-was-2014-big-european-medtech-companies-part-3philips
http://www.emdt.co.uk/daily-buzz/siemens-spins-healthcare-business-sells-audiology-unit
http://www.emdt.co.uk/daily-buzz/how-was-2014-big-european-medtech-companies-part-5smith-nephew
http://www.emdt.co.uk/daily-buzz/how-was-2014-big-european-medtech-companies-part-6essilor
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Appendix 4
Energy Sector
The report "Global Wind Turbine Operations & Maintenance Market, Update 2015 - Market
Size, Major Contenders, Trends, and Analysis to 2020, the latest report offers comprehensive
information and analysis of the global wind turbine operations and maintenance (O&M)
market. Global expenditure for wind turbine Operations and Maintenance (O&M) will rise from
$9.25 billion in 2014 to an estimated $17 billion by 2020, driven by increasing numbers of
installations and aging turbines.
The company's latest report "Global Wind Turbine Operations & Maintenance Market, Update
2015 - Market Size, Major Contenders, Trends, and Analysis to 2020 states that on average,
offshore O&M is two to four times more expensive than onshore O&M. Offshore wind power
accounted for about 2.4% of the world's cumulative wind power capacity in 2014, but accounts
for approximately 10% of the global wind O&M market.
The report provides a clear overview of and detailed insight into the global wind turbine O&M
market. It explains the key drivers and challenges affecting the market and also provides
data regarding historic and forecast market size, both globally and in the key wind power
countries: US, Germany, Spain, UK, China and India.
GlobalData's Analyst covering Power says that a wind farm's O&M is essential as it contributes
to value creation, increases turbine availability and boosts returns. "A wind farm's O&M costs
account for 10-15% of the total cost of power generation in an onshore wind farm and 25% in
an offshore wind farm. Offshore wind maintenance is more expensive as it requires specialists
to lift and install components during repairs and general maintenance, while accessibility for
scheduled O&M work can be hampered by harsh weather conditions."
The global onshore wind O&M market is forecast to grow in value from $8.34 billion in 2014
to $13.43 billion by 2020, at a Compound Annual Growth Rate (CAGR) of 9.2%. However, the
offshore wind O&M market value will increase at a rapid CAGR of 26%, from an estimated
$0.91 billion in 2014 to $3.57 billion by 2020, boosting its share from 9.8% to 21%.
http://www.prnewswire.co.uk/news-releases/global-wind-turbine-operations-andmaintenance-market-worth-17-billion-by-2020-498454431.html

Analysis
The Global market in 2014 was US$9.25bn (UK£6,200m) and will be US$17bn (UK£8,500m)
in 2020.
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Source: GE Annual Report 2014

Source: GE Annual Report 2014
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Performance Review

On 1 December, we concluded the sale of our Energy gas turbines and compressor business
to Siemens for a £785 million cash consideration and for further £200 million for a 25 year
licensing agreement.
Energy - Key Financial Data
Source: Rolls Royce Annual Report 2014

Analysis

Services accounts for 62% of the revenue.

Source: http://www.worldenergyoutlook.org/pressmedia/recentpresentations/WEIO_Final.
pdf
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Source: http://www.worldenergyoutlook.org/pressmedia/recentpresentations/WEIO_Final.
pdf

Source: http://www.worldenergyoutlook.org/pressmedia/recentpresentations/WEIO_Final.pdf
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Analysis
Based on these reports the market in renewables will continue to grow to 2035; and have a
100% increase in 2025 from the 2014 value. So the Global maintenance market in renewable
energy could reach UK£12,400m.

Key External Drivers
EU carbon price

Changes in the carbon price as a result of the EU Emissions Trading Scheme affect the price
of carbon permits. Firms receive permits that allow them to emit a certain amount of harmful
greenhouse gases. Heavy sanctions are imposed on firms that emit these gases without having
the relevant permits. The more expensive the permits become, the greater the incentive for
firms to invest in renewable technologies. The price of carbon permits is expected to increase
in 2014-15, therefore reducing the threat posed to the industry.

Research and development expenditure

Research and development investment and support is crucial to the future of this growing
industry. The industry is still in its infancy and relies heavily on research and development to
move forward. In 2014-15, research and development expenditure is expected to rise.

Public concern over environmental issues

Public concern about environmental issues not only encourages the uptake of renewable
power but also informs government policymakers. During 2014-15, the public are expected to
become increasingly concerned about environmental issues.

Industrial production index

The level of industrial production has a notable influence on demand for electricity, meaning
it also affects demand for renewable energy. The industrial production index is expected to
grow in 2014-15, providing an opportunity for the industry.

New directives

The EU’s Renewables Directive (RD) came into effect in October 2001. Under it, member
states had to adopt national targets to help the European Union as a whole reach the target
of obtaining 12% of its energy (22% of its electricity) from renewable sources by 2010. In
2008, however, a new Renewable Energy Directive (RED) was negotiated and each country
was given an individual share of the RD target. It was established that the United Kingdom
should generate 15% of its final energy consumption from renewable sources by 2020. The
RO grew from this accord and put into place a number of measures to meet this target,
including Renewables Obligation Certificates. These provide evidence that energy generators
have supplied electricity that was generated from officially recognised renewable sources.
Generators may sell these certificates directly to licensed electricity suppliers or traders down
the supply chain.
In April 2010, the United Kingdom introduced feed-in tariffs (FITs). This financial support
scheme for eligible low-carbon electricity technologies is aimed at small energy-generating
installations up to a maximum capacity of five megawatts. FITs apply to biomass, hydro, solar
photovoltaic (PV) and wind generators up to the five-megawatt limit, and require electricity
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suppliers to pay generators based on their output. Households, businesses and communities
can generate their own renewable electricity through small-scale projects and then receive
guaranteed payments from their electricity supplier. As well as receiving money for the
electricity they generate, households can also benefit from export tariffs for selling surplus
energy to the national grid.
Source: IBIS World UK.003 Renewable Energy Generation in the UK – March 2015 Jonathan
Breeze.

Global wind turbine market competition intensifies

28 March 2012
The global wind turbine market is seeing fierce competition, especially in China, according to
MAKE Consulting's 2012 Global Wind Turbine Market Share report.
By Kari Williamson
China is increasingly focusing on wind turbines with stronger performance and superior
product quality, rather than lowest capital cost. This has led to Goldwind recapturing leadership
in China, while Sinovel and Dongfang dropped in both regional and global rankings.
Vestas was able to maintain its position as the world’s largest turbine OEM in 2011, in spite of
the strength of the Chinese wind turbine OEMs in their 17.6GW domestic market.
Vestas’ strong performance in the Americas allowed the group to distance itself from the rest
of the top five market players this year, commanding a 4.1 percentage point lead over secondplaced China’s Goldwind.
Enercon leads in Europe
In Western markets, Enercon surpassed Vestas as Europe’s market leader due to its
dominance in the booming German onshore wind market plus a strong performance in
Southern European markets such as France and Italy.
In the Americas, long-standing market leader GE Wind gave ground to Vestas and Siemens,
placing the conglomerate in second place within the region, with Vestas just edging the top
spot.
MAKE’s Top Ten global wind turbine OEM rankings:
1. Vestas – 12.9%
2. Goldwind – 8.8%
3. Enercon – 7.6%
4. Suzlon Group – 7.6%
5. Siemens – 7.6%
6. GE Wind – 7.4%
7. Sinovel – 7.2%
8. United Power – 7.0%
9. Gamesa – 6.4%
10. Mingyang – 2.9%
Source:http://www.renewableenergyfocus.com/view/24793/global-wind-turbine-marketcompetition-intensifies/

Main players in the UK
Siemens (purchased Rolls Royce business in December 2014)
GE (purchased Alstom power 2014)
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Vestas
In December 2014 954 Turbines were in use, and consent given for 434 turbines, still to be
built and commissioned.
Source: http://en.wikipedia.org/wiki/Wind_power_in_the_United_Kingdom#Manufacturing
Rolls Royce and Siemens combined business in UK UK£542m plus UK£117m = UK£659m
in 2014.
The market will grow by 50% with consents already in place (434 turbines) and further
development.

Source:https://www.gov.uk/government/uploads/system/uploads/attachment_data/
file/415998/renewables.pdf
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Appendix 5
Maritime – Commercial and Defence
United Kingdom
IBISWorld expects industry revenue to grow at a compound annual rate of 2.9% over the next
five years to total £4.7 billion in 2019-20.
A large proportion of industry products are made for the Royal Navy, while some ships are
also built for overseas militaries. The two largest companies in the industry, BAE Systems and
Babcock International Group, both specialise in this area. The military vessels segment has
grown over the past five years, not only through a number of new contracts awarded by the
Royal Navy, but also a number of contracts with overseas militaries. Revenue growth has been
strong for much of the period because high defence spending in the previous decade resulted
in a large number of warship orders. Many of these projects reached completion during the
economic downturn, which drove revenue growth as when ships are completed industry
operators receive a large payment. Defence spending continued to grow in the years through
2009-10. However, public austerity measures in response to the high level of public debt and
the poor state of the economy meant defence spending was reduced shortly afterwards. This
contributed to a dip in orders from the military in 2010-11 and 2011-12, weighing on industry
revenue from this segment.
Despite a dip in military orders, ongoing projects that were launched prior to the economic
downturn insulated the industry to an extent. The production of six Type 45 Destroyers has
continued throughout the period, as well as the production of the Queen Elizabeth Class
aircraft carriers. Orders from overseas militaries were also fulfilled, including the delivery of
three Offshore Patrol Vessels for the Brazilian Navy. The Queen Elizabeth Class aircraft carriers
are being built by the Aircraft Carrier Alliance, which is a joint venture between BAE Systems,
Thales, Babcock and the Ministry of Defence.
Babcock’s market share has risen over the past five years, expanding through a number of
acquisitions since it became a major player following the acquisition of Devonport Management
Limited. Purchases of Strachan & Henshaw in 2008 and VT Group in mid-2010, the latter
worth over £1.3 billion, have driven the firm to become the second most dominant player in
the Shipbuilding industry. Meanwhile, the largest player, BAE Systems, has grown through its
involvement with the Type 45 Destroyer and Queen Elizabeth Class aircraft carrier projects.

Cargo ships and trade

Barges and cargo ships are also built by firms in the industry. The number of UK-owned
trading vessels was 655 in 2013 (latest available data), as reported by the Department for
Transport. This was down 3% on the previous year, though the figure is still considerably
higher than a decade ago. The economic downturn that has plagued the UK economy in the
past five years has resulted in falling freight volumes. As a result, demand from sea freight
water transport dropped in each of the three years through 2012-13, with the largest decline
coming in 2011-12. According to the European Commission, shipbuilders struggled during
the recession due to major difficulties in gaining credit. Many shipbuilders receive the majority
of their payments when ships are delivered. As a result, they needed to fund labour and other
costs through loans during the credit crunch.
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Global Markets

Operators in the Global Ship and Boat Building industry have experienced a period of slow
recovery over the past five years. The global recession negatively impacted demand for the
industry's products, as slumps in consumer spending and corporate profit reduced global
trade. However, the industry has slowly recovered from the economic downturn. IBISWorld
expects that industry revenue will grow at an annualized rate of 0.4% to $266.2 billion in the
five years to 2015, including a 0.1% increase in 2015.
World trade continues to play an important role in the industry, and in 2015, IBISWorld estimates
trade will account for more than 60.0% of industry revenue. This proportion is anticipated to
surpass 70.0% in 2020, as Asian shipbuilders continue to supply the vast majority of the global
market. Profitability is also expected to improve over the five years to 2020 as demand for new
ships and technology rebound. However, Asian operators are likely to experience increasing
wage costs, and the United States is anticipated to maintain the Jones Act, which requires all
ships conducting merchant trade in the United States to be built and operated domestically.
Over the five years to 2020, industry revenue is expected to increase at an annualized rate of
0.9%, to total $278.6 billion. In the short term, capacity for shipbuilding is expected to outpace
demand, but this gap will likely contract over the next five years, especially as offshore oil and
gas companies require additional shipping capacity.
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South Korea is the leading exporter of ships, boats (including hovercraft) and floating
structures, followed by Japan and China (though China has increasingly been making a
push to surpass Japanese trade levels). Significant government assistance and subsidies
helped South Korea's ship building industry overtake Japan's in the 1990s and maintain its
dominance; however, protests from the European Union and other competing nations have
seen a reduction in government intervention. Boat manufacturers are largely concentrated
in Italy, Spain and the United States. The three countries are major manufacturers of highend boats, such as luxury yachts. As a result, the value of exports and imports changes
considerably year to year due to the lead time it takes to build a boat. Boat orders usually take
about two years to complete; however, mass-produced boats (e.g. canoes, rowboats and
dinghies) can be produced cheaply and quickly.

Global Military Shipbuilding and Submarines

Over the past five years, the Global Military Shipbuilding and Submarines industry was mostly
able to avoid recessionary declines as spending on industry products increased. Industry
operators design, build, repair, maintain and overhaul naval vessels ranging from aircraft
carriers to submarines. While the global economic slowdown did initially slow industry growth
as Western governments attempted to deal with widening budget deficits by cutting defence
spending, demand for naval vessels remained fairly robust. In the United States, spending on
industry products climbed for most of the past five years, as the country sought to maintain
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its ability to project power abroad, protect trade lanes and defend allies. Meanwhile, some of
the biggest surges in naval expenditures came from developing nations like China, Russia,
India and East Asian states. These countries' relatively rapid economic growth allowed
them to spend more on naval vessels, while intensifying geopolitical tensions incentivized
them to do so. Therefore, in the five years to 2014, industry revenue is expected to climb
an annualized 1.8% to $38.1 billion. Despite overall growth, the industry has come under
bombardment in recent years. In particular, Western European nations have significantly cut
defence spending amid stagnant economic growth and large debt burdens. In recent years,
the United States has also cut back on military shipbuilding as part of a broader reduction
in defence spending. Although the United States cuts have been implemented slowly and
most likely on a temporary basis, the overall decline in recent Western naval expenditures
is expected to cause industry revenue to fall 2.5% in 2014. However, climbing demand from
developing countries is expected to offset further declines and lead to an increase in industry
employment and profitability. Over the five years to 2019, industry revenue is forecast to climb
at an annualized 3.9% to $46.0 billion. Continued economic growth and geopolitical tensions
in Asia are anticipated to encourage more countries in the region to spend more on industry
products. At the same time, despite overall defence cuts, the United States is also expected
to increase spending on new ships, as it pivots its navy towards more maritime focused Asia,
while also modernizing its fleet. However, economically troubled Western European nations
are projected to continue to cut spending on industry projects, tempering overall growth.
Over the next five years, industry revenue growth is anticipated to accelerate as worldwide
naval budgets increase. While Western nations' defence budgets will continue to come under
pressure from massive debt burdens, spending on industry products is expected to fair
relatively well as geopolitical tensions take on a more maritime dimension and older vessels
require modernization or replacement. In addition, defence spending among the BRIC nations
(Brazil, Russia, India and China) and emerging economies is projected to continue expanding
as these countries' economies grow and rivalries with neighbours intensify. Therefore, industry
revenue is forecast to rise at an annualized 3.9% to $46.0 billion in the five years to 2019.

53

The world militaries (excluding the United States) make up about 53.8% of the Global Military
Shipbuilding and Submarines revenue. This segment of the market has been growing,
especially among emerging countries like China and India, but also within industrialized
regions such as the European Union. Increasing collaborations between countries and
corporations have helped ease the cost associated with development programs and enabled
partnering countries (beside the United States) to gain market share in the industry. Serving
as a prominent example, the joint collaboration by France and Italy for the FREMM European
Multi-mission frigate program where the prime contractors are DCNS and Fincantieri. Emerging
countries are also helping this market segment increase as they build up their naval product
manufacturing capabilities by acquiring technology from countries that have capabilities in the
industry, especially from the United States, Russia and European countries. However, most of
this market segment growth has come from emerging markets. In particular, rapid economic
growth and increased geopolitical tensions in Asia has led to consistently increasing naval
budget among countries such as China, India and South Korea. Russia, which has second
largest fleet in the world has also recently begun a modernization program for is navy, with
some of its shipyards overbooked with orders. Nonetheless, the country's modernization
plans are not uncertain as a weakening economy is forcing some defence funding cuts.
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Analysis
Global Commercial Shipbuilding was $266.2bn and will grow by 0.9% per annum to 2025.
Of this value 6.9% is for repair and maintenance
So in 2014 the value of repair was UK£ 12.2bn and by 2025 will grow to £13.6bn
Global Military Maritime market in 2014 was US$38.1bn and will grow at 3.9% per annum to
2025
Of this value 31% is for repair and maintenance
So in 2014 the value of repair was UK£ 7.9bn and by 2025 will grow to £UK 11.6bn

Military
Commercial
Total

UK 2014
2360
1323.8
3683.8

Maritime major players
Babcock International
Rolls Royce
BAE Systems plc
Other
Cammell Laird

UK 2014
1382
1018
978
290.6
15.2

Military
Commercial

2360
1323.8

UK 2025
2905
1242
4147

Global 2015
7900
12200
20100

Global 2025
11600
13600
25200
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Appendix 6
Defence Market

Source: BAE Systems Annual Report 2014
Total is US$ 971,000 million, at £:$ exchange rate of 1.50 this is a total market of £ 647,000
million.
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Source: BAE Systems Annual report 2014

Source: BAE Systems Annual report 2014
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Military Aircraft MRO Market

Competition in the MRO industry is increasing dramatically, as companies are hard pressed
to make profits in a market ever more focused on performance and efficiencies. Aerospace
technology is also getting so much more sophisticated, and MRO providers need to make
increasingly larger investments in the equipment and skills required to service next-generation
aerospace platforms and components.
The military aircraft MRO market exhibits robust and resilient market dynamics, which are tied
to a greater extent to less volatile factors such as overall military aircraft fleet size, structure (the
mix of aircraft types/classes operated) and flight hours. However, as nations retire old models
and acquire new replacements (or even expand their overall numbers), and as security threat
levels change with consequent effects on readiness requirements, MRO spending can be
significantly affected.
In this context, Visiongain’s examination of the global military MRO spending reveals a market
worth $48.27bn in 2014, and is facing a turbulent and complex but positive next 10 years that
may well see quite a few MRO providers unable to keep up, and the more competent ones
gaining a greater share of a growing market.
Source: Visiongain report summary. Publication date: 01/08/2014 DEF0001
https://www.visiongain.com/Report/1299/Military-Aircraft-Maintenance-Repair-and-Overhaul%28MRO%29-Market-Forecast-2014-2024
The global military ground vehicle maintenance, repair & overhaul market is expected
to experience stable growth over the forecast period. The persistent demand for ground
vehicles in support of military operations by militaries worldwide – in a vast variety of roles and
operational contexts – will sustain expenditure in MRO services in order to maintain operational
readiness. Investment in new vehicle fleets will only see value for money across the vehicles’
lifecycle if there is adequate and adaptable MRO provision to sustain and enhance their inservice availability and capability.
Visiongain assesses that $7.4bn will be spend on global military ground vehicle MRO in
2015. However, the global MRO market’s stable growth, masks considerable variations in the
growth of both national- and sub-markets. The relationship between rising military expenditure
(by established and emerging military powers alike) and the percentage of this expenditure
available for military ground vehicle MRO, is not a straightforward or linear one. External
influences – including shifts in procurement dynamics, doctrinal changes and fluid security
demands, amongst many others – shape the demand for ground vehicle MRO services,
producing considerable variations between states and sub-markets. Defence contractors
wishing to enter or expand their operations in the global military ground vehicle MRO market
should heed these deeper dynamics in order to maximise their business’ chances in this
competitive field.
Source: Visiongain report summary. Publication date: 09/01/2015 DEF0011
https://www.visiongain.com/Report/1373/Military-Ground-Vehicle-Maintenance-RepairOverhaul-%28MRO%29-Market-2015-2025
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MRO News
Data: Military Aircraft MRO
Military Aircraft MRO: Total Market Size & Growth, Market by Region, and Market by Type of
MRO
As illustrated by the chart to the below, the size of the global military aircraft MRO market is
estimated at $60.7 billion in 2013. This compares to $62.5 billion in 2012 or a decrease of
2.9%. From 2009 to 2011, the market grew from $64.7 billion to $66.0 billion.
By 2022, the global commercial aircraft MRO market is expected to have a size of $62.5 billion
(same as in 2012), equal to an annual average growth rate (CAGR) of 0.3% from 2013.
By type of MRO (see below), Field Maintenance makes up 52% of all military aircraft MRO
or $31.6 billion followed by Airframe, Component, and Engine MRO. North America is by far
the world’s biggest military aircraft MRO market at $28.9 billion or 48% of global MRO spend
followed by Europe at 22%.
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Global Military Aircradt MRO Spending By Type of MRP - 2013 ($60.7 Billion)

MRO by Type
Field Maintenance		
$31.6
Airframe MRO			$10.9
Component MRO		
$9.7
Engine MRO			$8.5

World Region
North America			$28.9
Europe				$13.2
Asia-Pacific			$9.7
Middle East			$4.8
Africa				$2.3
Latin America			$1.8
Source: http://www.bga-aeroweb.com/Military-Aircraft-MRO.html
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Review of Rolls Royce Annual Reports
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Appendix 7
Commercial Aircraft Maintenance Repair and
Overhaul (MRO)

62

63

64

65

Source: http://www.bga-aeroweb.com/Commercial-Aircraft-MRO.html
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Rolls Royce Annual Report Review
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Source: http://www.wsj.com/news/interactive/MIDSEAT0607
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Source Boeing Current Market Outlook 2014 and Airbus Global Market Forecast 2014 to 2033
http://www.boeing.com/assets/pdf/commercial/cmo/pdf/Boeing_Current_Market_
Outlook_2014.pdf
http://www.airbus.com/company/market/forecast/?eID=maglisting_push&tx_maglisting_
pi1%5BdocID%5D=42363
http://www.bombardier.com/en/media-centre/newsList/details.bombardier-aerospace201407
13bombardieraerospacereleasesannualbus.bombardiercom.html
With this forecast and others by Consultancy UK (see above), Bombardier Aerospace (see link
above) there will be approximately 30000 aircraft in service. Looking at the mix and age of the
British Airways fleet and the average cost per aircraft at £2.3 million, the Global commercial
market in 2025 is likely to be 30000 multiplied by £2.3m which makes it £69,000m. This is
probably high because the single aisle to twin aisle ratio for BA is 1:1, whereas the new aircraft
deliveries are 3:1; and the newer generation aircraft will require less maintenance.
Consultancy UK (April 2015) predicts US$ 100.4bn or at an exchange rate of £ to US$ of 1.5
this would be £67,000m. This does not include the smaller aircraft.
ICF International predicts the market to be US$ 84.7bn in 2022 and a growth of 4.6% per
annum this would be US$ 97bn or £ 65,000m in 2025. If you add the general aviation this will
make the total approximately £76,000m in 2025.
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Airframe Manufacturers

Boeing, Airbus, Bombardier and Embraer all offer aftermarket service and have not been
entirely successful in winning large amounts of business.
Boeing through their Goldcare offering were trying to win a lot of business for their B777 aircraft,
this did not come to fruition because their offering did not meet the market requirements and
particularly a good supply chain relevant for service.
This offering was changed to Boeing EDGE, which included Goldcare for the B787 Dreamliner
and once again with limited success. James McNerney has stated that they want a bigger
slice of the market and will now focus on the 77x aircraft.
(Source: http://aviationweek.com/commercial-aviation/boeing-eyes-bigger-slice-commercialaftermarket-pie)
Airbus has the FHS offering which again has had limited success.
The main issue in the supply chain is that these airframe manufacturers cannot make a
business model work where they require large facilities to maintain aircraft and have a good
supply chain. The limited success that has been seen is where they sub-contract to another
provider. Examples of this in the UK are Monarch Engineering maintaining LOT aircraft; and
British Airways offering line maintenance support.

Source GE Annual report 2014 Page 62
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Appendix 8
Rail Industry

Source: http://www.worldwatch.org/system/files/GlobalCompetitiveness-Rail.pdf - see page
11
Eurostat Statistical Books, European Business Facts and Figures 2009 Edition (Luxembourg:
Office for Official Publications of the European Communities, 2009), pp. 286, 299; European
Commission, Directorate-General for Energy and Transport, “Employment by Mode of
Transport,” Table 3.1.5 in EU Energy and Transport in Figures. Statistical Pocketbook 2010
(Luxembourg: Office for Official Publications of the European Communities, 2010).
This is an excellent paper, well worth a read.

Analysis
The paper above covers the rail industry until 2007, since the repair and maintenance market
has grown by 2.6% per annum to 2014 (see page 14 of above report); and assume that it will
grow at 2.6% per annum until 2025. So with an accessible market of US$ 35bn in 2007, this
has grown to US$41.9bn in 2014; and will grow to US$55.6bn in 2025. This is approximately
UK£27,900m in 2014 and UK£37,100m in 2025.
The global rail market is currently estimated at $146 billion and growing with predicted annual
growth of 2.6% to 2017. Although Europe has the largest market for railway equipment
(with spending of more than $52 billion annually), some Asian countries, especially China,
have invested massively in railway networks over the last decade. With an annual spend of
more than $46 billion; Asia is beginning to rival Europe in terms of market size. This trend is
forecasted to continue.
Source: http://www.shift2rail.org/about-shift2rail/the-rail-industry/
Source: UNIFE World Rail Market Study, 2012
See page 28
http://www.unife.org/component/attachments/attachments.html?id=228&task=download
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Analysis
Based on above, the global rail industry was US$149bn in 2012 and expected to grow at 2.6%
per annum to 2017, assume this continues to 2025. Value in 2014 would be US$157bn and in
2025 US$208bn; UK£105,000m and UK£139,000m.

UK Rail
12647 vehicles at end of CP4 March 2014				
16772 vehicles by March 2024 (High forecast) - capacity increase of 27%, although no. of
vehicles increase by 4075 vehicles is 25%.
				
March 2043 no of vehicles 24756 100% increase in capacity on 2014			
More Electric 69% in 2014 to 96% in 2043				
				
To assess the implications for the number of vehicles needed in future, we have looked at
the long term relationship between demand and passenger fleet size. The 102% increase
in passenger miles to 2012 was achieved with an increase of just 11% in the total national
passenger fleet size. This major increase in fleet utilisation efficiency since privatisation has
resulted from the following factors:
			
• replacement of Mark 1 EMUs and DMUs and Mark 2 coaching stock with slidingdoor vehicles, which provided more capacity for peak period passengers;
• Introduction of trains with metro-style interiors for some inner suburban services
south of the River Thames;				
• elimination of most locomotives and non-passenger carrying vehicles for the Virgin
West Coast and Cross Country TOCs (meaning that more of the train is available
for carrying passengers
• Achievement of higher levels of fleet availability, and of higher average train speeds
on some routes;				
• introduction of automatic passenger load weighing and counting technology on
many fleets (which has led to more efficient utilisation of rolling stock); and		
• achievement of higher off-peak load factors, through marketing, yield management
and internet sales.				
				
Source: Analysis from ROSCO and ATOC data as at the end of CP4 in March 2014
http://www.angeltrains.co.uk/Portals/0/News_Downloads/Rolling%20Stock%20Strategy%20
2014%20v10.pdf Page 15
New vehicles being added through firm orders
IEP					270
IEP					596
Thameslink and other Electrostar
1822
Crossrail				747
Desiro City SWTrains			
150
Govia Gatwick				108
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TfL New Deep Tube			
2000
London Overground			156
Total					5849
This increase is already higher than the high point in the plan above. Decisions will also be
made in this period on HS2, HS3 and Crossrail2.
This data does not include spend by Network Rail.
Year		Maintenance 		Expenditure			
2009		872.6			Actual		
2010		858.1			Actual		
2011		834.4			Actual		
2012		848			Actual		
2013		819			Actual		
2014		784.6			Actual		
2015		771.5			Planned		
2016		752.4			Planned		
2017		723.3			Planned		
2018		714.7			Planned		
2019		700.4			Estimate		
2020		686.4			Estimate		
2021		672.7			Estimate		
2022		659.2			Estimate		
2023		646.0			Estimate		
2024		633.1			Estimate		
2025		620.4			Estimate		
				
Source Document Ref: SBPT222		
Version 0.14		
Jan-13
Network Rail’s Strategic Business Plan - Maintenance activity and expenditure
http://www.networkrail.co.uk/browse%20documents/strategicbusinessplan/cp5/
supporting%20documents/our%20activity%20and%20expenditure%20plans/
maintenance%20expenditure%20summary.pdf
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Analysis
The UK market in 2014 accounted for UK£1286m compared to the Global market of
UK£27,900m; which is 4.6% of the Global market.
In 2025 UK will be UK£1582m compared to Global market of UK£37,100m; which is 4.2% of
the market.

Comment
The UK industry has many international companies Bombardier, Siemens, Hitachi and Alstom
all of them have had an opportunity to develop service offerings because of the open market
in the UK as a result of the privatisation of railways in the 1980s. Many of the global markets
will open up in the next ten years and the UK companies could capture a large portion of this
market and account from 7 to 10% of the market.
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