Chapter 1
Introduction

For nearly a decade the Australian Defence Force’s operational tempo has remained  high.  Currently, some 4000 personnel – about 8% of the permanent ADF – are serving on operations within Australia, in our region and around the globe.  Defence activity therefore features prominently in Australian public discourse.  
At the same time, Defence absorbs over 9% of Australian government outlays. The Australian community in general, and its Parliamentary representatives in particular, are therefore concerned to ensure that those entrusted with such a large proportion of the nation’s resources manage them efficiently and effectively.  

This part of the volume explains how Australian manages its defence business with this background in mind.  The Australian part of the volume has been written by Associate Professor Stephan Markowski, Mr Bob Wylie and Mr Antony Trentini of The University of New South Wales at the Australian Defence Force Academy. While these authors have drawn heavily on official material, they are responsible for the accuracy of the material presented and for the views they express. The Australian Defence Department is not responsible for, nor does it endorse, the views expressed in this volume.  
Having said this, however, the following chapters provide a thorough examination of the Australian Defence Organisation (ADO). The authors have endeavored to make them informative and, throughout, references have been given to guide and facilitate those with interest in the details of the ADO in further reading and research.      

Australian defence business is managed as an integral part of wider Australian government activity.  Hence Chapter 2 explains the relationship between Parliament and the executive arm of government, of which the Defence portfolio is one part. The last twenty years have seen major changes in Australian public sector management. Those changes that have directly affected Defence are also summarized in Chapter 2.

Australian governments have also responded to Australian community demands for a broad explanation of Australia’s strategic circumstances – if only to justify the annual diversion of some 9-10% of government outlays from health, education and other national priorities to defence. A convenient point from which to begin tracing this response is US President Richard Nixon’s announcement (on 25 July 1969 during a press conference in Guam) that America henceforth expected its allies and partners to accept primary responsibility for their own defence. Since then, successive Australian Governments have published comprehensive Defence White Papers in 1976, 1987, 1994 and 2000. In addition to these White Papers, Australian Governments released unclassified strategic updates in 1989, 1993, 1997, 2003, 2004 and 2005. In Chapter 3 we draw on this rich vein of unclassified strategic guidance in outlining the current strategic context within which Australian defence policy is formulated and defence business is managed.  
Up until the mid-1970s the Australian defence function was dispersed among separate Departments of Defence, Navy, Army, Air and Supply. Reorganisation of these five separate departments of state into one Australian Department of Defence was completed in 1976. Since then, successive Australian Governments have sought to fashion a Defence organization that enabled the Minister for Defence to supervise effectively the management of defence resources and the exercise of military command, and to ensure that both these functions conformed to the policies for which the Minister is accountable to Parliament.  In response to this imperative – transmitted from the Government of the day to the Defence Organisation by a succession of external reviews - the Australian Defence Organisation has evolved continuously. Chapter 4 describes how the current organizational structure reconciles the predominantly civilian-legal functions and the predominantly military-strategic functions in developing and implementing defence policy. In particular, Chapter 4 explains the existing organisational structures and associated processes for managing the development of defence capability. This provides both the framework for the discussion of the acquisition process and a general description of its workings.  

The conduct of defence business is a subset of defence capability development that focuses on the supply and support of major capital equipment. The management of defence business has been both affected by, and a driver of, wider Australian Defence organizational arrangements already mentioned. In particular, a series of external reviews have prompted major reforms of Australian Defence procurement institutions since the last comparison of defence acquisition systems in Kausal and Markowski (2000). Chapter 5 therefore explains the rationale of the various defence business reviews and describes their impact on current defence-business related organisational structures and processes.  

The annual defence budget not only reflects the Australian Government’s defence business priorities. It also provides a window into the practical workings of those institutions responsible for the conduct of defence business. Chapter 6 summarises the 2006-07 Defence Budget from this perspective.

The Defence Materiel Organisation (DMO) has been the institutional focus of much – though not all – of Australian defence business reforms over the last decade. The DMO is charged with managing, within a framework of Government approvals, Defence demand for future investment in capital equipment and for sustainment of the existing materiel inventory. Chapter 7 therefore picks up where Chapters 5 and 6 left off and analyses the structure and management of DMO in terms of how it manages the demand side of defence business.
Turning to the supply side of the market for defence goods and services, Australian Governments have long recognized that total defence self sufficiency is impractical for a country of Australia’s size and that we have no choice but to rely on foreign sources for items like aircraft, artillery, tanks and precision munitions. So Australia has to make strategic choices about when it is prudent to rely on foreign sources of supply and when it is necessary to maintain industry capabilities in-country. Such choices are complicated by the rising cost and technical complexity of weapons systems which render domestic industry capabilities increasingly challenging and expensive to maintain. Against this background Chapter 8 describes Australian industry’s capacity to supply and support defence business systems; defence information capability; Navy’s ships, boats and submarines; Army land-based manoeuvre; defence munitions; and military aviation. 

An effective defence industry policy has long eluded Australian defence policy makers. The defence industry sector plans developed by the Defence Department in 2002-2004 were never endorsed by the Government and have since been discarded.  In March 2007, in attempt to fill this void, the Australian Government promulgated its Defence and Industry Policy Statement.  While the Statement is the tenth attempt to promulgate an effective policy in the last two decades, it contains some potentially significant advances.  The new defence industry policy is also analysed in Chapter 8.  
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