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With $200 billion slated for invest-
ment in Australian Defence Force
capability over the next decade, the
stakes are high as to how much will
be spent on Australian home-
grown capability. 

Prior to the federal govern-
ment’s release of the 2016 Defence
Industry Policy Statement, De-
fence Department acquisitions
were focused on overseas purchas-
es, with no consistent or robust pol-
icy for considering sovereign
content or building local business.

Government attitudes and De-
fence acquisition practices have
changed dramatically since release
of the policy. While delivering De-
fence capability is still the top pri-
ority, there is now an emphasis on
buying locally and driving com-
petitive Australian content into
Defence programs. Bipartisan sup-
port for the changes has been loud
and clear.

Australian industry content
isn’t just about good business and
the economy. It’s about delivering
world-class and globally competi-
tive products and capabilities to our
military professionals. A strong de-
fence industrial base is an import-
ant part of our national security
posture.

The new approach seeks to
bring us into line with other devel-
oped nations including the UK, the
US, Canada and our European
partners, all of whom fiercely de-
fend their domestic industries on
national security and economic
grounds.

Given the long procurement cy-
cles in Defence, policy changes like
these can take time to gain traction
and effectiveness can be hard to
measure. When asked, leading
Australian companies recently
gave a consistent response — while
challenges remain, the policies are

working, order books are filling and
the industry is growing. 

Managing director of H.I. Fra-
ser, Chris Williams, represents the
growing positive trend towards ad-
vanced manufacturing businesses
supporting the ADF. The company
is a leader in the manufacture and
maintenance of complex gas and
fluid systems.

Asked about the change in pol-
icy towards Australian industry,
Williams notes “we have absolutely
noticed a difference. Minister

[Christopher] Pyne and senior lead-
ers in Defence like deputy secretary
Kim Gillis have been very proactive
in approving projects and getting
things moving, developing industry
plans and funding them, and im-
proving Australian content poli-
cies. 

“We are seeing much more ac-
tive engagement by major project
primes bolstering Australian indus-
try content,” he says. 

Of course, there are challenges
ahead and the defence market is a
difficult one to crack. Williams says
“the success of defence industry pol-
icy will be what the defence industry
marketplace looks like in 2025. If
primes are actively using Australian
systems integrators, and we have
filled the current medium-size busi-
ness (system integrator and ex-
porter) hole in the market place, we
will have come a long way.’’ 

A critical element of the policy is
the development of a competitive,
export-focused industry. Mark Ar-
thur is managing director of Ferra
Engineering, a company based in
Brisbane specialising in the design,
manufacture and assembly of aero-
space structures and subsystems.

Since the release of the Defence
Industry Policy Statement, Arthur
says “there has been a noticeable
difference in the number of defence
opportunities. Discussions with in-
dustry colleagues have made it
clear that the industry is extremely
strong and growing at a rapid pace.

“This presents its own chal-
lenges, but they are good chal-
lenges to have. Business is certainly
growing. Ferra has captured export

contracts for the manufacture, as-
sembly and test of aerospace and
maritime equipment to Europe
and the United States, and there is
more to come. The contracts are a
direct result of the Defence Indus-
try Policy Statement.”

Another aspect of the policy is
the focus on innovation programs,
including the Defence Innovation
Hub. Kord Defence is located in
Canberra, developing push-button,
programmable controllers for sol-
diers to allow them to control elec-
tronic devices without taking eyes
off the target or hands off the wea-
pon.

In September 2017 Kord was en-
gaged through the Innovation Hub
to work on a wireless variant of its
technology for the Australian
Army. 

Managing director Peter
Moran says “the Innovation Hub
program is demonstrating benefits
in encouraging world’s best inno-
vation to support development of
new homegrown industrial capa-
bilities and the generation of new
products for local and export mar-
kets — resulting in increased ex-
port revenues and employment”.
Importantly, Kord is also looking
to the US Marine Corps to provide
a product for use on its new M27
rifle.

Moran is upbeat about the in-
dustry generally, saying “there is
now a ‘buzz’ about defence. I get the
sense there is real momentum
building towards increased tech-
nological development, capacity-
building and exporting. 

“Perhaps a more tangible sign of
the impact is that recent discus-
sions with potential investors re-
vealed that the local defence
market is seen to be a real invest-
ment opportunity. That was not
the case before 2016,” he says.

While these are heartening sto-
ries, significant challenges remain.
Creating a true sovereign industry
supporting preparedness of the
ADF is a real challenge. We will not
have full self-reliance in the fore-
seeable future, and nor would it be
sensible to do so — for example, it
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would not economical to generate
our own production line for fighter
aircraft. For a middle power like
Australia, focusing on what is truly
important in an industrial context
makes sense to guide Defence deci-
sion-makers and industry invest-
ment. 

The federal government’s re-
lease of the Defence Industrial
Capability Plan on April 23, 2018 is
an important step, identifying as it
does 10 sovereign industrial capa-
bility priorities, including the Col-
lins-Class submarine maintenance
and technology upgrade, continu-
ous shipbuilding program (includ-
ing rolling submarine acquisition),
land combat vehicle and techno-
logy upgrade, and enhanced active
and passive phased array radar.

The identification of these pri-
orities is crucial for determining
what capabilities must be resident
in Australia for security, capability
and economic reasons. Given the
breadth of the priorities, the im-
plementation plans will be critical
for success of the policy.

Another test for our industry
policy is the extent to which the big
programs transfer technology, in-
tellectual property and substantive
capability to Australia even after
the project has packed up and gone
home. We will need to be vigilant in
ensuring implementation of Aus-
tralian industry capability plans
that form part of defence projects. 

Despite the challenges, the cur-
rent industry policy represents a
once-in-a-generation opportunity
to transform our industrial base
and capability delivery for the
ADF. It is imperative that Defence
and industry both step up to the
plate and deliver. 

Kate Louis is the executive director 
of the Australian Industry Group 
Defence Council. 
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