CHAPTER 4

THE AUSTRALIAN DEFENCE ORGANISATION
Having reviewed the predominant imperatives of the civilian side of the Defence Organisation - the nature of government and Parliament in Australia, along with broader public sector trends, and having also examined the predominant determinant of the military side of the Defence Organisation - Australia’s strategic environment, and the government’s policy response to that environment, this chapter will examine the defence organisation that has accordingly resulted. 

Overview
The Australian Defence Organisation falls under the responsibility of the Minister for Defence, who is a senior cabinet member and Parliamentarian. Assisting the Minister are two other Parliamentarians, the Minister Assisting the Minister for Defence and the Parliamentary Secretary. Whilst it operates as a whole, the Australian Defence Organisation (ADO) is the collective title of three separate bodies: The Department of Defence, led by the Secretary of the Department of Defence (SECDEF); The Australian Defence Force (ADF) led by the Chief of the Defence Force (CDF); and the Defence Materiel Organisation (DMO) led by its Chief Executive Officer. Both the Department of Defence and the Australian Defence Forces will be examined here, whilst the Defence Materiel Organisation will be covered in greater detail in Chapter 7. 

These organisations, whilst legally distinct, cooperate very closely. The integration of uniformed and civilian personnel is also well developed within the ADO, with uniformed and civilian personnel often serving under and/or for each other. Within the organisation, civilian and unformed personnel possess an equivalent rank structure. Indeed, civilian personnel are even extended a few of the privileges of their equivalent uniformed rank, such as being allowed to dine in the appropriate military mess.

There exist several small groups that are attached to Defence, and fall under its administrative purview, such as the Judge Advocate General, but which are largely irrelevant to defence acquisition.

Defence also maintains close relationships with external agencies, from which it purchases some goods and services. The major external agencies from which defence procures services are Defence Housing Authority, the Department of Foreign Affairs and Trade, Comcare and the Commonwealth Superannuation Administration.

Senior Committee Structure
The senior executives within the ADO exercise their advisory and oversight functions largely through a series of committees known collectively as the Senior Committee Structure. Descriptions of the committees, whose names are rather self-explanatory, as well as an organisation chart showing their relationship to each other, appear in the Defence Annual Report 2005-2006 (CoA, 2006; pp. 30-32). These committees are all advisory, with the chair being the sole member of each committee able to exercise executive authority.

Structure of the ADO
The ADO meets its motto - ‘Defending Australia and its Interests’ - through three main groups of Executives: Output Executives; Support Executives; and Enabling Executives. Their organisational structure is shown in Figure 4-1. These Executive personnel all report directly to the ‘diarchy’—the joint professional leadership team of the ADO composed of the CDF and the SECDEF. The diarchy is a uniquely Australian arrangement amongst western defence organisations, and the two members enjoy equal status within the Department. The Secretary and CDF are jointly and severally responsible for the entire military and civilian establishment of the ADO. There is one important exception to this: only the CDF has command over the Defence Forces. The diarchy arrangement allows the Minister to issue single, joint directives to the Department, which are then implemented by the diarchy as they see fit. This reduces the complexity of direction required from the Minister, ensuring the Minister’s control and oversight of the ADO is as effective as possible. 

The ADO is split into these three groups due to the need to arrange the ADO’s constituent bodies around the new, government-wide accountability guidelines mentioned in Chapter 2. Essentially, these major reforms shifted Defence from an inputs-based accounting system to an outcomes/outputs-based accounting system, with ‘outcomes’ defined as a desired end-state for defence business, and ‘outputs’ defined as products and services that Defence ‘produces’ to achieve the desired outcomes (ibid. p.80). Because of the functional, outcomes-oriented nature of the Executive personnel and their responsibilities, each Executive may not necessarily head up a discreet body of people. Rather, they may, in some instances, control various elements of several different organisations.

Output Executives

The Output Executives are those personnel within the Department that, as their title implies, generate an output necessary for the conduct of the business of Defence. The six Output Executives, and their outcome responsibility(s), are, as of May 2007:

· Vice-Chief of the Defence Force (VCDF). The VCDF heads the Joint Operations Command (JOC), and is responsible for Outcome One: Command of Operations.

· Chief of Navy (CN), who is responsible for Outcome Two: Navy Operations.

· Chief of Army (CA), who is responsible for Outcome Three: Army Operations.

· Chief of Air Force (CAF), who is responsible for Outcome Four: Air Force Operations.

· Deputy Secretary Intelligence and Security, who is responsible for Outcome Five: delivering Intelligence for the Defence of Australia and its Interests. As such, the Deputy Secretary controls the Defence Intelligence Organisation (DIO), Defence Signals Directorate (DSD), Defence Imagery & Geospatial Organisation (DIGO) and the Defence Security Authority (DSA).

· Deputy Secretary Strategy, who is responsible for delivering Strategic Policy.

Support Executives

The Support Executives are those personnel who support the work of the entire ADO, in its pursuit of both military and business outcomes. The five Support Executives, and their responsibility(s), are:

· Chief Capability Development Group who is responsible for the Major Capital Equipment Program, the Capital Facilities Program, Other Capital Purchases and Capital Receipts, and oversees the Capability Development Executive.

· Chief Finance Officer (CFO), who is responsible for ensuring the accuracy and probity of Defence accounts and financial arrangements, and is in charge of the Finance Executive.

· Chief Defence Scientist, who is responsible for the management of research and development to help meet Defence outcomes, and is head of the Defence Science and Technology Organisation (DSTO).

· Head Defence Personnel Executive. The Head is responsible for people planning, policy and services, and leads the Defence Personnel Executive.

· Chief Information Officer. The Chief is responsible for delivering and maintaining Defence’s entire information environment, and leads the Chief Information Officer Group.

Enabling Executives

The Enabling Executives are those personnel who enable the other Executives to conduct their business effectively and efficiently. The two Enabling Executives, and their responsibility(s), are:

· Deputy Secretary Defence Support, who is responsible for miscellaneous business and corporate services support to the ADO, and heads up the Defence Support Group. 

· Chief Executive Officer Defence Materiel Organisation, who is responsible for the acquisition and through-life support of all military materiel for the ADF, and is the leader of the Defence Materiel Organisation (DMO).

The various outcomes listed here and their attendant outputs are listed in more detail in Chapters 6 and 7.

The Transition to Outcomes/Outputs-based Framework
The transition to the outcomes/outputs-based management and accounting framework, beginning around 1999-00 in Defence, has largely been successful, despite the enormity of the change that this has wrought on Defence. However, the recently released Proust Report, ordered by the current Defence Minister, Dr. Brendan Nelson, in 2006 delivered a somewhat negative finding. Ms. Proust found that the Defence Organisation was still having difficulties adapting to the outcomes/outputs based accounting framework. This is not surprising, however, when one considers the magnitude and reach of these reforms. Whilst critical, Proust does state that, overall, significant progress has been made towards Defence’s adoption of this model. Furthermore, the Minister’s acceptance of 50 of Proust’s 53 recommendations shows that Defence is seriously committed to reforming itself, and meet public sector best practice targets (CoA, 2007; especially pp. 1-5).
 This is a clear reflection of the broader forces at work in the Australian public sector mentioned earlier, which have been pushing all Commonwealth agencies towards increased accountability to Parliament. Defence’s new functional, outcomes-oriented organisational structure and method of business is testament to this.
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Source: CoA (2007), Annex A; p. 89.
Figure 4-1.  Australian Defence Organisation Organisational Chart

The Australian Defence Force 
Just as the civilian side of the defence organisation has been shaped by Australia’s legal-constitutional framework and the forces pushing the public service towards greater accountability and efficiency, so too has the Australian Defence Force (ADF) been shaped by Australia’s strategic environment and its forces for change. The recent increased demand for expeditionary operations from government has caused differing investment priorities, as well as some unit and equipment adjustments. However, the focus of the ADF and government still remains heavily on the development of capabilities primarily suitable for dominating the sea-air gap, but with some residual capability for wider expeditionary operations.

The military capabilities which allow Defence to generate its operational outputs, and thus meet its operational outcomes, are generated by the ADF, comprised of the Australian Army, Royal Australian Navy (RAN) and the Royal Australian Air Force (RAAF).

The ADF is currently experiencing a very high operational tempo, with the commitment of over 3,250 personnel on nine separate operations. The most notable deployments amongst these are Operation Slipper in Afghanistan, and Operation Catalyst in Iraq, where a combined total of approximately 2,000 Australian personnel are fighting the War on Terror.

The Australian Army is currently undergoing a major expansion and upgrade program, known as the ‘Hardening and Networking the Army’ (HNA) initiative, which will see its expansion by approximately two battalions, the acquisition of more armoured platforms, and the systematic rollout of better communications and networking equipment.
 The Australian Army’s order of battle is centred around six, soon to be eight, infantry battalions, one of which is mechanised, an armoured regiment, two cavalry regiments, three artillery regiments, three combat engineer regiments, and the Special Air Service Regiment. Its major combat equipment includes M1A1 Abrams MBTs, Australian Light Armoured Vehicles (ASLAVs), M113 APCs, Bushmaster Infantry Mobility Vehicles (IMVs), Tiger Attack Helicopters, and 155mm and 105mm Howitzers.

The Royal Australian Navy currently deploys six Collins class conventional attack submarines, eight ANZAC class frigates, five Adelaide class guided missile frigates, three Fremantle class patrol boats, thirteen Armidale class patrol boats, two Kanimbla class landing ships and six Huon class minehunters.
 The Navy also maintains a squadron each of Seahawk and Seaking helicopters. The Navy plans to acquire three Air Warfare Destroyers, to be equipped with the AEGIS combat system, by 2012.

The Royal Australian Air Force currently fields four squadrons of F/A-18 Hornet fighters, two squadrons of F-111 strike aircraft, three squadrons of AP-3C Orion maritime patrol aircraft, one squadron of C-130 Hercules tactical transports, one squadron of C-17 Globemaster heavy transports and one squadron of Boeing-707 Aerial Refuellers.

Six Boeing Wedgetail AEW&C aircraft are due to enter service in 2009, which will represent a new capability for the RAAF, and will significantly boost its operational effectiveness.
 The F/A-18 and F-111 are due to be replaced by the F-35 Joint Strike Fighter around 2012.
 An interim order of 24 F/1A-18F Super Hornets is due to enter service before the retirement of the F-111 in 2010 to ensure that no strike ‘capability gap’ emerges.

The Notion of ‘Capability’

The Collins class submarines - excellent submarines today - had a long and torturous history (see Chapter 5). The subsequent Kinnaird Review, commissioned by the then Minister for Defence, Senator Robert Hill, recommended the separation of the DMO from Defence (see CoA, 2003b and Chapter 7). The Kinnaird Review’s recommendations, and their adoption, were instrumental in institutionalising the notion of ‘capability’ within the defence organisation, as it created the conditions for the acquisition, maintenance, and support of all defence equipment to reside with one organisation. Combined with the outcomes/outputs-based accountability and reporting frameworks adopted in 1999-00 by Defence, a notion of ‘capability’, which had been present for some time in the Defence Organisation, was fully enshrined in new institutional structures that allowed greater focus and control of the entire spectrum of capability constituents.
 For example, whilst an infantry battalion had for a long time been seen as more than a simple group of rifleman - and had been seen as a ‘capability for infantry operations’ that included the riflemen, plus all the food, fuel, ammunition, transport, communications infrastructure, and command and administrative arrangements they required to fight and win - the control of each of those constituents was decentralised and difficult to coordinate. With the formation of the DMO, and the implementation of outputs/outcomes based accounting arrangements, the centralisation of control and oversight of all of those elements into one place was achieved.  

Similarly, with the delivery of the Defence Efficiency Review, and the resultant Defence Reform Program, the ADF underwent a formalised shift in mindset from platform- and service-centric notions to one of capability (see Chapter 5). This was embodied in the clearer delineation of the responsibilities around this time of the most senior military officers in the ADF: namely the Chief of the Defence Force, the Vice-Chief of the Defence Force, and the three individual Service Chiefs. The Service Chiefs were no longer to be involved in the planning and conduct of operations. Instead, they were to raise, train and sustain forces for the joint operations commander, the VCDF, to draw upon to create tailored task forces for military operations.
Acquiring capability: Defence Institutional Arrangements

Since the Tange reorganisation in the mid-1970s (see Chapter 5), the ADO has evolved the internal institutional arrangements required to identify defence capability requirements, adjudicate priorities in a resource-constrained environment, specify capability solutions and acquire the capabilities so specified in accordance with wider government procurement policies.  These internal institutional arrangements have also adapted to changes in Defence’s external administrative environment, including ministerial insistence on greater direct control of Defence activities, increasingly informed scrutiny by Parliament and – in recent years – greater involvement by central coordinating agencies, particularly the Department of Finance.  

Below, the key features of Defence’s institutional arrangements for managing capability are analysed in terms of:

· the capability life cycle;

· the key organisational elements involved in capability development and acquisition; and
· the processes by which they interact.
This discussion draws heavily on DoD (2006).  

Capability Life Cycle 

The ADO envisages a capability life cycle that begins with identification of a need to address a current or prospective capability gap. That needs to be progressively translated into a working capability system that is operated and supported until it is eventually withdrawn from service and disposed of. Defence divides this capability life cycle into the following phases:

· the needs phase, in which Defence identifies capability gaps through consideration of current strategic guidance, current and future operational concepts, and future technology and obtains government agreement to address the gaps so identified through the inclusion of a project with an indicative budget and procurement schedule in the Defence Capability Plan;

· the requirements phase in which each capability need endorsed by government is refined into a costed defined solution to that need and approved by government with a schedule for acquisition and budgetary provision for both the capability solution and  through life personnel and operating costs;

· the acquisition phase, involving the acquisition and introduction into service of an approved solution;

· the in-service phase in which the individual elements of the acquired capability (e.g., personnel, platforms, facilities) are operated, supported, modified as necessary; and
· the disposal phase, in which the capability as a whole is withdrawn from service and disposed of (in the case of a platform) or redeployed (in the case of personnel).

The needs phase of the capability life cycle involves identification of strategic priorities, the identification and evaluation of operational concepts of how the future force might fight, the articulation of capability goals (which seek to describe in specific and measurable terms the operational effects the ADF would need to generate to meet its highest priority contingencies), assessment of the performance of the current force and that expected of a planned force, including the identification and analysis of capability gaps and the development of programs and plans for the development of defence capability. Deputy Secretary Strategy and the Strategy Executive are responsible for development and articulation of the strategic guidance and military strategic priorities that are the genesis of the needs analysis. The Chief Capability Development Group draws on the guidance provided by the Strategy Group and input from Capability Managers (usually the Service Chiefs) in conducting the ‘gap analysis’ from which a statement of capability needs, consistent with guidance as to the resources available, is developed for consideration by government.

During the requirements phase Defence undertakes the detailed planning required to convert the capability needs previously identified by Defence and accepted by government into an integrated set of changes. It is for government to decide what military capabilities to acquire, how much should be spent on acquiring, operating and sustaining them and how and when these capabilities should be acquired. In the Requirements phase, the Chief Capability Development Group presents Government with the decision-making information needed to assess specific investment proposals and to make high level choices about progressing particular options where that is required. To this end, the Chief Capability Development Group develops, in consultation with a wide range of stakeholders, options for major capital equipment acquisitions that meet the defined strategic need. Chief Capability Development Group also explores the non-equipment aspects of capability development and sponsors submission of the options for consideration by government.  

A key output of the requirements phase is the Defence Capability Plan (DCP), which sets out a ten-year program of major capital equipment projects. The Chief Capability Development Group sponsors development of the DCP for approval by the National Security Committee of Cabinet. In order to inform both Defence planners and Industry suppliers, the DCP is published in both classified and unclassified versions and contains:

· project descriptions and scope information, including interrelationships with other phases or projects;

· opportunities for industry involvement in both acquisition and in-service support;

· indicative information about decision timing  and expected delivery dates;

· indicative cost estimates and budgetary data; and
· points of contact in the Capability Development Group and the Defence Materiel Organisation. 

The Chief Executive Officer of the Defence Materiel Organisation (CEO DMO) has primary responsibility for the acquisition phase of the capability life cycle.  During the acquisition phase, the CEO DMO works in close consultation with the Capability Managers (mostly the Service Chiefs, who must accept major capital equipment into service) and Chief Capability Development Group (as capability sponsor). Materiel Acquisition Agreements between the CEO DMO and the Chief Capability Development Group are a key aspect of the acquisition phase. 

The CEO DMO and Chief Capability Development Group conclude Materiel Acquisition Agreements for each project. The Agreements provide for monthly reporting of key project performance measures as indicators of a project’s overall health.  The performance measures relate to project costs and budgets, schedule, key capability measures/measures of effectiveness and customer furnished supplies (for example the provision of a military unit for test and evaluation).     

Responsibility for the in-service phase of the capability life cycle is shared among Capability Managers (who actually operate the major capital equipment), the CEO DMO, Commander Joint Logistics and other agencies responsible for various aspects of sustainment and support and the Chief Capability Development Group who sponsors major upgrade programs as required. Materiel Sustainment Agreements between the CEO DMO and Capability Managers are a key feature of the in-service phase.

The CEO DMO concludes one Materiel Sustainment Agreement with each Capability Manager. These Agreements cover approximately 100 products, including, for example, repairs, maintenance, the purchase of fuel and the management of explosive ordnance.   
The Capability Managers and the CEO DMO share responsibility for the disposal phase.  

The above capability development and acquisition process hinges on the provision of investment advice to government. As discussed in greater detail in Chapter 5, the current process by which Defence provides such advice is relatively recent, stemming from government acceptance of the recommendations of the Kinnaird Review in 2003.  

In essence, the Australian Government directs the capability decision-making process in two stages, adapted from the UK procurement model and designated:

· First Pass approval, at which the government considers alternatives and approves a capability development option(s) to proceed to more detailed analysis and costing as the basis of subsequent approval of a specific capability; and
· Second Pass approval, at which government agrees to fund the acquisition of a specific capability system with a well-defined budget and schedule and to fund future through-life support.  
Additional government decision-making may be necessary, depending on the strategic importance, political sensitivity or complexity of the project involved. The Head Capability Development Group is responsible for managing submissions to Government for both first and second pass approval.   

Concluding Comments
The ADO is currently in a state of great change. Whilst the Proust Report revealed that much progress had been made in the transition to public sector best practice within Defence, it did highlight some flaws that need to be rectified. Defence is also still coming to grips with major changes that have also been largely completed, such as the formation of the Defence Materiel Organisation, and the separation of the acquisition and support function from the Department. These large, concurrent changes place Australia at the fore of Defence procurement system reform, and Australia’s experience may prove to be a useful test bed for other countries to examine.

The ADF is also undergoing great change, transitioning to Network Centric Warfare operational methods, whilst phasing out a lot of its capital equipment in favour of newer, more knowledge-intensive systems like the JSF, M1A1 Abrams and AWDs. At the same time, the ADF, unlike many other forces, is expanding, and the Army is ‘hardening’, in order to become a medium weight force, whilst other military organisations around the world have been cutting numbers, and switching to lighter forces. This will put Australia’s new capability formation process to the test.






































































� Also see: Department of Defence, Defence Response to Defence Management Review, at � HYPERLINK "http://www.defence.gov.au/dmr/defence_response.pdf" ��http://www.defence.gov.au/dmr/defence_response.pdf� [accessed 3 May 2007]. 


� Lieutenant General Peter Leahy, Speech by the Chief of the Australian Army Lieutenant General P. F. Leahy AO to the Australian Defence Magazine Conference Canberra 15 March 2006, 15 March 2006, at � HYPERLINK "http://www.defence.gov.au/ARMY/PUBS/CAspeeches/20060315_2.pdf" ��http://www.defence.gov.au/ARMY/PUBS/CAspeeches/20060315_2.pdf� [accessed 3 May 2007].


� For unit quantities, see: CoA (2006), pp. 120-126. For major equipment, see: CoA (2003a); pp. 16-23. (Note that unit quantities listed in this document are outdated, refer to CoA, 2006 for quantities, as mentioned above.)


� Royal Australian Navy, Alphabetical Ship List, at � HYPERLINK "http://www.navy.gov.au/ships/#list" ��http://www.navy.gov.au/ships/#list� [accessed 3 May 2007].


� Royal Australian Air Force, F/A-18 Hornet fighter, at � HYPERLINK "http://www.raaf.gov.au/aircraft/hornet.htm" ��http://www.raaf.gov.au/aircraft/hornet.htm� [accessed 3 May 2007]; Royal Australian Air Force, F-111 strike aircraft, at http://www.raaf.gov.au/aircraft/f111.htm [accessed 3 May 2007]; Royal Australian Air Force, Units on Base, at � HYPERLINK "http://www.raaf.gov.au/organisation/info_on/bases/edinburgh/units.htm" ��http://www.raaf.gov.au/organisation/info_on/bases/edinburgh/units.htm�, [accessed 3 May 2007]; Royal Australian Air Force, C-17 Globemaster heavy transport, at http://www.raaf.gov.au/aircraft/globemaster.htm [accessed 3 May 2007]; Royal Australian Air Force, C-130 Hercules medium transport, at http://www.raaf.gov.au/aircraft/hercules.htm [accessed 3 May 2007]; and Royal Australian Air Force, Boeing-707 tanker transport, at http://www.raaf.gov.au/aircraft/b707.htm [accessed 3 May 2007].   


� Royal Australian Air Force, Wedgetail airborne early warning and control (AEW&C) aircraft, at http://www.raaf.gov.au/aircraft/wedgetail.htm [accessed 3 May 2007].


� Royal Australian Air Force, Joint Strike Fighter F-35 Lightning II, at http://www.raaf.gov.au/aircraft/jsf.htm [accessed 3 May 2007].


� Royal Australian Air Force, F/A-18F Super Hornet fighter, at http://www.raaf.gov.au/aircraft/superhornet.htm [accessed 3 May 2007].


� For example, capability in the terms it is described here was explicitly defined as such in publicly available planning documents well over a decade ago in CoA(1992), ch. 5; Para. 5.1. 
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