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Selling defence equipment 
In order to export to key countries, or in order to be a key supplier in a system integrator supply 

chain, a local presence in the recipient and/or system integrator home market is critical. 98% of US 

defence procurement is from domestic producers for the following five reasons (which are reasons 

used by all OECD countries except Australia): 

1. ‘National eyes only’ security issues 

2. Control of technology upgrades 

3. Maintenance of a national industry base 

4. The robustness of war ramp-up and sustainment  

5. Perceived lack of national jobs. 

 

When the US buys from non-domestic producers it is for the following four reasons: 

6. An urgent need by national forces 

7. The area is not prioritized nationally 

8. National development vs. foreign COTS (Commercial Off The Shelf) 

9. More competition is needed. 

 

A typical example of a successful defence company entering and growing on the overseas market 

can be illustrated by the Norwegian firm Kongsberg. 

 

 
Figure 1. Kongsberg Protech Systems US Journey (company presentation) 

 

As can be seen, success for Kongsberg began when they entered the global supply chain of General 

Dynamics, then pursued the US defence market by establishing a local presence in the US. 

 

A list of the key system integrators can be found at 

http://www.sipri.org/research/armaments/production/Top100 .  

These are the companies whose supply chains are of interest. 
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The Norwegian government provides active support of defence sales to the US and Canada through 

15-20 diplomats. These include: 

• Innovation Norway 

– Counsellor for Defence Industry Cooperation  

• Office of the Defence Attaché  

– Defence Attaché & Assistant Attaché  

– Air Attaché & Assistant Attaché 

– Naval Attaché 

– Army Attaché 

– Support staff  

• Ministry of Defence 

– Counsellor for Defence 

• Royal Norwegian Embassy  

– His Excellency the Ambassador  

– Various heads of departments 

 

This representation is needed, together with Australian industry’s normal cooperative activities with 

US industry and the potential customer, to manage the 25 or so ‘Domestic Preference Restrictions 

Affecting Purchases by, or on behalf of, the Department of Defence’.  

 

These restrictions take the form of: 

1. General laws, regulations and guiding principles: 

a) Federal Acquisition Regulation (FAR) 

b) Department of Defense FAR Supplement (DFARS) 

2. Within these regulations, major restrictions can be found in: 

a) Buy American Act (BAA) FAR 25.1 and DFARS 225.1 

b) Balance of Payments Program (DFARS 225.75) 

c) The Berry Amendment (statutory requirement 10USC 2533a) 

d) Special Metals Restrictions (10USC 2533b and DFARS 225.7003) 

3. Other restrictions: 

a) Market restrictions such as ‘no foreign content’ 

b) Security classification of programs 

c) Requirements to produce on U.S. soil 

d) The Small Business Act 

e) Data Distribution Code 

f) ITAR (International Traffic in Arms Regulations) 

i) Registration of Brokers (ITAR part 129) 

ii) New and additional amendments 

g) Proxy Board and Special Security Agreement (SSA) 

 

The key objective for in-US support by the government of Australian defence industry firms wanting 

to or already operating in the US, should focus on: 

1. Ensuring Australian/American Defence-Homeland Security industry has a fair competitive 

environment in the US market 

2. Developing a critical mass representation on behalf of the Australian/American defence 

industry in the US market 

3. Establishing a Congressional Caucus representing Australian defence industry interests 

4. Influencing Congressional, Executive, and Department of Defence policy development 

5. Ensuring that U.S. Government officials are informed about the unique capabilities of Australian 

defence industry firms in the Defence and Homeland Security market sectors 
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6. Providing educational services and support on doing business in the US for our Australian 

defence industry firms. 

 

No matter which defence market is targeted, a similar support structure must be implemented.  

 

Support at home 
The support the Australian Government should aim to achieve for defence and defence-related firms 

is: 

1. Enhancing the export readiness of firms 

2. Educating them about the identified defence markets e.g. US 

3. Facilitating their entry into global supply chains.  

• This is most easily done by having a local content requirement when procuring foreign 

defence equipment for the Australian Defence Forces. Australia is presently the only OECD 

country and the only major defence equipment procuring country without such a policy.  

• This policy is the natural integration between industry and innovation policy on the one 

hand and defence policy on the other.  

• From my own experiences relating to the potential suppliers in e.g. the LAND 400 project, I 

can categorically state that they all are prepared to deliver on any localisation requirement 

and they have all done it in their other export orders, but since Australia does not require 

this, they will not offer it. 

•  In addition, as can be seen from the work by Gunnar Eliasson1, the return on investment 

from developing defence equipment using a domestic system integrator provides a return 

of between 2.3-6 times the development costs and generates a long term improvement of 

the domestic industry structure and domestic industry competitiveness.  

• Finally, the development of a capable local defence industry with on-going export reduces 

the operational risk and cost-of-ownership for the Australian Defence Forces’ equipment. 

                                                             
1 Eliasson, G. (2010). Advanced public procurement as industrial policy: The Aircraft Industry as a 

Technical University (Vol. 34). Springer. 
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