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Thank you for the opportunity to speak to you this evening at such a special location, 
steeped in Australia’s military history. 
 
I acknowledge the Chief of the Defence Force, Air Chief Marshal Mark Binskin, other 
distinguished guests and Defence Industry Studies Course, or DISC, members and staff. 
 
I especially acknowledge Mark Reynolds, who had a long association with Ai Group during 
his time in the former Defence Materiel Organisation.  He invited me to speak about, and 
I quote: “… the strategic context of industry working with government to achieve an 
effective national security outcome.”  He added that he’d like me to speak about recent 
announcements regarding, for example, naval shipbuilding and military vehicles.  I’ll do my 
best to do so. 
 
As a preamble, I will highlight the role of the Australian Industry Group, or Ai Group as it is 
widely known, in collegiately representing Australia’s defence industry.  I will say 
something about the importance of the DISC to defence industry.  I’ll take the opportunity 
to say a bit about doing business with Defence, which sometimes can be a little rocky. 
   
The First Principles Review of Defence, or Peever Review as it is commonly known, laid 
out, among other things, a plan for strengthening the Defence/defence industry 
relationship and for streamlining the Defence procurement system.  The review has been 
favourably received by the defence industry. 
 
Ai Group plays an important role advocating on behalf of some 60,000 Australian 
businesses, including in the defence industry.  Within our structure, we have a Defence 
Council which, in partnership with the Australian Industry Defence Network, or AIDN, 
represents the interests of hundreds of defence companies.  It has an overarching 
Ai Group Defence Council National Executive chaired by Chris Jenkins of Thales Australia.  
Its membership comprises the CEOs of some 25 prime, sub-prime and SMEs.  This 
Executive meets regularly to discuss issues of mutual interest and to make 
recommendations to government, including Defence, on a range of subjects. 
 
For example, the group has been working closely with the drafting team in Defence on the 
new Defence Industry Policy Statement.  It made a substantial contribution to the Peever 
Review.  Engagement between the Defence Council and government is extensive, on a 
nearly daily basis through the auspices of Ai Group. 
 
The importance associated with a strong government and industry relationship was 
highlighted in a recent opinion piece in The Australian written by Michael Thawley, 
Secretary of the Department of the Prime Minister and Cabinet.  He cited an amusing 
experience when he rejoined PM&C after a 20 year gap. 
 
He noted that, and I quote: “Every work group seemed hermetically sealed behind its door. 
To reach any colleagues – even to get out of my own door – I had to swipe my access 
card.” 
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Michael Thawley called on the public service to open its doors to the outside world.  He 
wrote: “We must reach out more to the private sector, universities, think tanks, not-for-
profits, state governments and other countries.  We must invite into our ranks colleagues 
from the outside who have expertise and useful experience.”  I fully agree with him and 
I am already talking to him about how Ai Group can contribute to further breaking down 
barriers between government and industry. 
 
The DISC goes a considerable way, I suggest, to keeping these doors open.  And, it has 
been doing so successfully for more than 50 years if we include its predecessor, the 
Industrial Mobilisation Course. 
 
I’m advised by Asha Williams that there are 47 participants in the current DISC, including 
26 from industry, 9 ADF personnel, 8 Defence APS officers, 2 from the Defence Science 
Group, one from Other APS and, pleasingly, one from the NT Government.  Hopefully, the 
benefits espoused by Michael Thawley to bring the public service and industry closer 
together continue to be at the fore on the DISC. 
 
It’s pleasing that the Northern Territory is represented on the DISC given the depth of 
Defence activity in the Top End, Australia’s most important strategic gateway.  This 
includes an impressive supply chain of Australian SME companies responsible for 
sustaining an array of military platforms, such as Armidale class patrol boats, land vehicles, 
helicopters and fighter aircraft. 
 
Now that you’re coming to the end of the DISC it provides an opportunity to reflect on what 
you have experienced over recent months.  Importantly, it’s also about what lessons you 
take when you return to your respective work roles, whether in the ADF, the APS or in 
industry. 
 
From a defence industry perspective, you have had the opportunity to visit a number of 
Australian Defence Force bases and defence industry operations, including Ai Group 
Defence Council member companies ASC, Airbus, Marand Precision and Northrop 
Grumman.  In doing so, you will, I’m sure, have noticed the close linkage between 
Australian-based defence companies, large and small, and Defence.  The ADF would be 
unable to undertake many of its national security roles without the involvement of defence 
industry. 
 
Australia’s defence industry has come a long way in the past 30 years.  Back then, the 
major entities were fully government-owned and operated.  These included Garden Island 
and Williamstown dockyards and the Government Aircraft Factory. 
 
Each were highly unionised, rife with poor work practices and suffering from low 
productivity.  Can you imagine the challenge for any CEO of having to deal with 22 unions 
at each of the dockyards?  This included a number of militant unions.  In the mid-1980s, 
the Hawke Government, with support from the then Federal Opposition began to 
commercialise then privatise these facilities, offering opportunities for major international 
defence companies to establish a strong presence in-country.  We saw, for example, the 
arrival of the Airbus Group, BAE Systems, Boeing Defence, Lockheed Martin, Northrop 
Grumman and the Thales Group. 
 
These companies brought to our defence industry their international expertise established 
over many decades.  This included a strong commercial approach to doing business with 
Defence. 
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They began to build their own supply chain of companies based in Australia.  For example, 
Thales Australia has more than 100 Australian companies supporting the Bushmaster 
program.  And, importantly, they brought with them their international R&D capability. 
 
This has been critical to the success of many complex design/development type projects.  
An example is Boeing’s Wedgetail program.  This platform is now proving to be a major 
contributor to the air campaign in the Middle East. 
 
Australia’s defence industry is the fourth arm of our national security architecture.  It plays 
a critical role in providing new and upgraded equipment for the ADF.  And, importantly, it 
has a major role in sustaining a vast range of equipment so that our military personnel can 
undertake their many, varied tasks successfully. 
 
One of the ongoing frustrations experienced by defence industry has been the challenges 
associated with navigating the complex Defence procurement system.  The Ai Group 
Defence Council National Executive recommended to the Government major changes to 
the system.  This included a better approach to tendering and contracting arrangements, 
including reducing red tape. 
 
At the Avalon International Air Show earlier this year, the previous Chief of the Air Force, 
Air Marshal Geoff Brown, gave an example of the complexity of the procurement system.  
He had read the 3,000 page Request for Tender for the replacement trainer aircraft for the 
RAAF. 
 
He explained that, as an engineer, he got to the end of the document and was no wiser as 
to what was being acquired.  Subsequently, he met with his Singaporean counterpart and 
discussed their approach to acquiring a similar aircraft.  The Singapore RFT was just 50 
pages long! 
 
One of the hallmarks of the Peever Review was the plan to improve the Defence 
procurement system.  This included the abolition of the Capability Development Group and 
the Defence Materiel Organisation, and creation of the Capability Acquisition and 
Sustainment Group, or CASG. 
 
The shift of certain capability development and procurement responsibilities to the military 
chiefs and VCDF were included among the recommendations accepted by the 
Government. 
 
Defence industry believes that the changes resulting from the Peever Review are positive.  
Structural changes are in train within Defence and we are seeing signs of cultural change 
which will, we hope, go a considerable way to improving the relationship between Defence 
and defence industry. 
 
Kim Gillis’s appointment as Deputy Secretary CASG was most welcome.  His previous 
experience in Defence along with his industry leadership at Boeing Defence Australia 
means he has witnessed the procurement system from both sides.  In recent meetings 
with him, industry leaders have heard of his plans to bring CASG, the military chiefs and 
industry players closer together.  He acknowledges the benefits of having healthy and 
profitable defence industry companies able to operate smartly and with agility in meeting 
the capability requirements of the ADF.  He recognises that defence industry has an 
important role in sustaining such capability through whole-of-life. 
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And, he sees the benefit of fostering healthy supply chain member companies, mainly 
SMEs based locally. 
 
At Pacific 2015 recently held in Sydney it was pleasing to hear that many in the defence 
industry were more positive about their industry’s future health.  Increased spending on 
Defence towards 2 per cent of GDP from the lowest level since 1938, the changes 
resulting from the Peever Review and the lower Australian dollar have combined, to offer 
greater confidence to industry. 
 
The Government has been active in announcing commitments to a number of major 
programs, such as 72 F-35 Joint Strike Fighter Aircraft, 1,100 Australian designed Hawkei 
armoured vehicles and an ongoing naval shipbuilding construction program.  These three 
programs alone will amount to a major component of the planned $200 billion investment 
over the next 20 years to acquire new or upgraded equipment for the ADF. 
 
Later this month, Defence is expecting to receive responses from Germany, France and 
Japan for their base designs for SEA 1000, the Future Submarine Program (FSP). 
 
Designing, building, fitting out, integrating into our defence architecture and maintaining a 
fleet of submarines to defend and provide a strategic advantage for Australia is a complex 
business. 
 
There are no simple solutions; no quick fixes.  It is, to say the least, naïve to think of a 
multi-billion acquisition involving cutting-edge technologies for national security purposes 
as a simple “make or buy” decision.  And it is just plain dumb to label as protectionists 
those who dare suggest there should be a role for Australian industry over the life of the 
submarine fleet. 
 
As the Government considers its options for the next generation of Australian submarines 
let’s be clear about industry’s perspective.  This is a question of how to best manage 
Australia’s strategic objectives in an efficient, cost-effective way.  It should not be a 
decision about industry assistance. 
 
The Government is weighing up a number of highly credible options ranging from design 
and build here to buy from somewhere else, with Japan and two European options jostling 
for favour.  There is a long way to run in the decision-making process but there are some 
essentials to consider. 
 
We are talking about a submarine fleet to provide capabilities for thirty or more years.  
Given the nature of these capabilities, a not insignificant consideration is the need to have 
a domestic capacity to sustain the fleet over its life – including in the event of war.  We can 
hardly be towing submarines across hemispheres for repairs under warranty. 
 
Moreover, the submarine decision is not simply a discrete equipment purchase: modern 
war-fighting capabilities require complex architectures covering interoperable and 
integrated systems. 
 
So in developing new and effective submarine capabilities we do not just need submarines.  
We need submarines that we understand and can maintain, repair and upgrade.  And we 
need submarines that can take their place in a dynamic defence architecture and link with 
the interoperable systems that reside within it. 
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A strong Australian involvement in the overall project makes great sense. 
 
This could sit alongside drawing extensively on the established submarine design and 
engineering capabilities of the three contenders. 
 
A successful submarine bid that does make sense will depend on many factors.  Perhaps 
most critically it will depend on whether there is sufficient transfer of intellectual property to 
Australia and how we are able to develop the domestic capabilities needed to integrate the 
fleet into our defence systems and sustain it over its life. 
 
Inevitably these considerations will mean tapping into and developing domestic capabilities.  
Both the effective transfer of IP and the development of domestic capabilities involve a 
degree of “Australian-made”. 
 
That is why it is crucial that Australian industry is part of the fit out process, if not the 
design and development work.  Getting in early is a cost-effective way to develop the 
capabilities we need and it certainly beats being left wondering what happened to our 
highly technical, defence-related capabilities in ICT, services and advance manufacturing 
that would be hollowed out from a lack of investment or projects. 
 
And make no mistake Australia does have considerable capabilities in these areas. 
 
For instance, the Defence Science and Technology Group is a world leader in the 
development and application of anechoic tiles offering superior stealth capability for 
submarines.  In partnership with leading defence systems and technology companies – 
ASC, BAE, Lockheed Martin, Raytheon, Saab and Thales, and their supply chain partners 
– DSTG is at the forefront of a range of other critical naval technologies. 
 
This expertise came as a result of the work on a number of naval platforms, including the 
Collins class submarine. 
 
So, let’s cut the noise that this is a simple, take it or leave it decision.  It’s not.  There’s a 
lot at stake for Australia’s long-term defence and strategic positioning.  We can and must 
have confidence in our ICT, service and advanced manufacturing capabilities that we can, 
and should, deploy in Australia’s national interest. 
 
Ai Group’s Defence Council has worked closely with Rear Admiral Greg Sammut and his 
project team on ensuring that each of the submarine bidders are able to connect with 
hundreds of Australian-based defence companies.  Later this week, Ai Group will host 
another briefing by Greg for State and Territory government representatives.  These 
briefings have been an important component of ensuring that all interested parties are well 
informed about the submarine program. 
 
In conclusion, I hope that I have offered a number of views about the importance of the 
DISC and the relevance of the engagement that you’ve had during the DISC with defence 
industry experts.  This will assist you as you return to your respective roles which play an 
important part in further developing a positive relationship between our respective entities.   
 
This, I suggest, is precisely the sort of engagement which Michael Thawley had in mind 
when he broke open the doors and let the fresh air in at Prime Minister and Cabinet. 
 
Thank you. 


