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EXECUTIVE SUMMARY
Within the Industry, there is little doubt that the Defence Purchasing is ineffective, inefficient and often downright sloppy.

Threats to the status quo are often dealt with harshly, and suppliers who do not depend upon Defence work are often more inclined to avoid it, leading to a smaller range of options being offered to Defence.

There are solutions readily to hand, should the desire be manifested within Government to improve the situation for more effective Procurement.

INTRODUCTION TO MOTIVE POWER


Motive Power is a special vehicle design house, specialising in unusual applications, typically Mining, Marine, Military and Aviation.

Our capabilities are built primarily around the Writer’s expertise resulting from some 25 years international experience in this and other fields.

Whilst most of our work relates to civilian applications, we do work in military, and to support this, the Writer has trained at the Royal Military College of Science (RMCS) in the UK, in Fighting Vehicle Design.

We have worked with a number of military forces, from the Middle East to the US, and a similar number of materiel suppliers. 

Whilst we have many other experiences within the Military Industry, the comments related in this Submission will stay with the theme of military vehicles, where we can directly claim a high level of expertise.

THE AUSTRALIAN SITUATION

Australia is a very different market to those throughout the rest of the world. Our smaller population means that our companies are smaller, but the tyranny of distance has meant that they have developed in-house capabilities that are world-class or better.

Whilst this is rather well understood in commercial markets, it is not understood in Defence Procurement. Within the Defence establishment it is assumed that bigger is better, and whilst the Australian Military is well versed in force multiplication to make their small assets work together for a greater effect, they do not understand that Industry can do the same thing.

Further, the military training delivered to Officers has an adverse effect upon their outlook for procurement decisions. Whilst at the RMCS, I was present when an Australian Cavalry officer announced to an international audience that Australia did not have the capabilities to produce military vehicles, and had no choice but to buy British equipment. It appeared that the training provided to this Officer by the British had had British’s desired effect.

Similarly, Officers trained in the US, are often only interested in considering US equipment.

Motive Power is often in the embarrassing situation of working with overseas companies looking for Australian military technology, whilst the Australian Department of Defence is only interested in purchasing the overseas equipment.

It seems that the only place Australian capabilities in materiel are not appreciated is in Australia.
Good examples of this are probably Metal Storm, Permo-Drive and 6x6 Australia.

Most companies who consider themselves involved in Defence (not counting the people who mow lawns at Army bases or make box trailers) do not operate exclusively in Defence.

Generally, they cannot afford to, since the work is sporadic, and the requirements often illogical. To survive, these businesses rely on commercial work. Defence work however, when it is available, is interesting, and may be profitable, or allow the Company to then access new markets.

Few companies in Australia can afford the risk of concentrating on Defence.

Those that do concentrate on Defence appear to have little interest in speaking up about the system for it might well turn on them. It is interesting to see the current listing of submissions (non-confidential) includes no Prime Defence Contractors. It may well be that they are not rash enough to bite the hand that feeds them, or perhaps they are within a comfort zone that allows them to remain silent.

This alone stymies the efficiency of Procurement by preventing constructive criticism.

Given the Government’s preference to only work with selected Primes, and given that all of those larger Primes are effectively no longer Australian, there are some real problems in Procurement. 

Essentially Defence is being starved of opportunities to access high-quality, innovative products and services that would benefit them. The Primes only want to offer what they have, and it is usually the result of overseas manufacturing and design.

If you want independent, effective Procurement, it is essential that SME’s be allowed to submit tenders, and that they be fairly treated.

Further on this issue, the real test would only occur in time of war, where Australia’s dependency upon overseas controlled sources of supply could become a matter of life and death for every Australian. The issue of divided loyalties is a real one, and is sufficient reason in itself to remove the Government’s bias towards dealing only with large Prime Contractors.

A significant side issue, is that the existing approach to Defence Procurement, with it’s stifling effect on Australian companies, restricts Australian Industry’s opportunities to advance further into world markets. International Defence Procurement Agencies are very reluctant to purchase Australian equipment/services when those same products are not being purchased by Australian Forces – the inference is that they are not good enough for the Australians, so why should we buy them.

Current policies restrict our export potential.

It is also a most unfortunate fact that in most cases of procurement the very people with the greatest stake in the outcome, the Uniformed Members in the Australian Defence Forces, are usually excluded from everything but the earliest levels of a Defence Procurement. This can result in a purchase of equipment unsuited for the intended task.

This unacceptable situation could very easily be addressed by allowing a balancing voice of Uniformed Defence Personnel from the unit requiring the Materiel to be assigned to the task of monitoring the various DMO actions relating to the particular contract and having a real interactive effect on the final outcomes achieved and involvement from start to finish to steer the project. This would greatly improve both suitability of the various Materiel Supplies and Morale of the overall Australian Defence Forces - surely these two imperatives would alone make this a most worthwhile method of Procurement Management.

End Users often lack the necessary input to decisions.

 

There are currently programs supposedly in place to allow small innovative technology companies and individuals, the chance to prove their ideas in developing products for Defence (such as the Capability & Technology Demonstrator Program), with the intent of providing better products for Defence.

Unfortunately, much of the funding for these opportunities seems to be going to overseas companies, at the expense of local companies. We have been declined a place in the CTDP on three occasions for vehicles that the Special Forces are looking for, yet overseas companies like Raytheon appear to be able to gain funding.

In these situations, it is also important to recognise the definition of a Australian Company. It is not a matter of employment or registration, but one of ownership. If the company is owned by an overseas parent, it is NOT an Australian company. Unfortunately Defence refuses to follow this obvious policy, and the result is many opportunities are lost to overseas businesses.

The Writer has had the experience of a European country looking for sonar systems, and has referred them to an Australian affiliate of a French company. Their approach was immediately to send the opportunity to Paris for action. Not only did this preclude any Australian involvement, it was contrary to the customer’s preferences – he was trying to avoid involvement with the Europeans.

Defence Procurement has a unique opportunity to encourage true Australian innovation, for the benefit of all Australians, including Defence. Many such opportunities have been lost.

MILITARY VEHICLE HISTORY

When one studies military vehicle history, it is clear that successful military vehicles were always developed by industry, rather than the military. Starting back in 1916 with Pershing’s expeditions into Mexico where his logistics were provided by commercial trucks, right through World War I where the same happened again until the Military and Industry got together to produce Liberty trucks.

Between the wars, the US Army’s attempts to develop Standard trucks ultimately failed as the equipment was overtaken by commercial designs. 

When the British Army designed to develop a standard range of military vehicles after World War II, this also failed – again overtaken by commercial equipment.

The lesson here is that whilst the military may think they know more about their needs, the reality is the reverse. A military officer may be involved with the development of one vehicle in his working life. Within Industry, people like ourselves are involved in a new one every week.

This ignorance of current technology and processes on the part of Defence Procurement personnel  leads to the specification of proven, but obsolete equipment. Defence Procurement needs to start looking to specifying proven capability, rather than proven hardware.

In general terms, there may have been some value in the military trying to lead the way during the 1950’s when military technology was advancing rapidly beyond that available in Industry, and the military equipment represented the cutting edge in all fields. Nowadays the technology is much more readily available, and is developed much faster in the commercial world than in the military one.

Bluntly, the military is ill-equipped, by virtue of its specialty, training and obsolete procedures, to efficiently handle Procurement.

PROCUREMENT EXAMPLES IN AUSTRALIA

Ask any prospective tenderer for an Australian military order what he thinks of the specification, or description of requirement, and he will proceed to indicate major failings in the documentation. These tenders therefore rarely represent best value.

Then there are the projects that start in a blaze of glory, and fizzle after Industry has spent millions supporting Defence in preparation for tenders that don’t arrive.

The Writer’s first experience with Defence projects was Project Waler in the mid ‘80’s – cancelled because the specification was wrong.

So the Army still operates M113 Armoured Personnel Carriers decades past their use-by date.

Subsequent to that came the LAV project. The Writer’s employer at the time claimed he was threatened by the Defence Minister for raising questions regarding why this project didn’t go to tender. The Writer was personally warned off by Staff Officers out of Russell Offices. This sort of behaviour further stymies Industry involvement and enhances the chances of non-optimum equipment being fielded.

Then came Project Mulgara – cancelled because the specification was wrong. It was cancelled despite Defence promises to Industry that it would not become another “Waler”. Millions of Industry dollars were again wasted in responding to the Registration of Interest for Mulgara, and each of those respondents will be harder to get interested again in Defence work.

In essence, Defence Procurement is driving away those best positioned to assist it.

Mulgara is in fact a good example of the problems within Procurement. The civilian engineer working with the Project was unable to obtain a specification from the Officers, so he drafted one on the basis that they would be able to critique something. He was horrified to find that his rough draft was taken up immediately as the tender requirement.

Every vehicle tender specification we have seen from Defence has major problems – usually resulting from the author not being expert in the field.

Three years ago, Defence were unusually innovative, and assembled a Land Environmental Working Group (LEWG). It was made up if Defence Officers and volunteer Industry personnel, with the concept of Industry assisting Defence to better structure their requirements.

3 years on, and it has become an excuse for Golf Days. Two-way exchange of ideas is rare, and after 2 years of the Writer being on an advisory panel for a Light Surveillance and Reconnaissance Vehicles, the panel (and others) was dissolved without every having held a meeting. The opportunity for Industry to meaningfully contribute at the start of projects was lost.

Thus Industry has one more reason to say that Defence Procurement is not serious about getting the right equipment, under the right conditions.

There is also a current Army project for amphibious vehicles. As probably the only Australians with recent experience in amphibious vehicle design, we remain unable to assist Army because this system does not work.

The innovations in DMO, particularly where teams will be formed to support equipment from cradle to grave is a wonderful idea. The tragedy is that those involved are likely to be the same personnel who have successfully stymied Procurement for decades.

18 months ago, we were tasked to assist a client tender 6-wheel drive vehicles to the RAAF Airfield Defence Wing. They were the only, nominated, tenderer and it was to be a commercially-based buy of commercially available equipment. 

The RAAF had chosen to handle the procurement directly, which was apparently within their scope, but ran into so much interference from DMO Melbourne that the project was passed to that office. Subsequently the specification was corrupted to ridiculous lengths, resulting in the price increasing dramatically above commercial levels, and the project was cancelled because of lack of funds.

Changes to the specification included a 13 year warranty period. The vehicle was based on a commercial Nissan product with a nominal 3-year warranty, but DMO decided to ask for a 3-year warranty with a 10-year latent defect warranty structured to act as a full, normal warranty.

It is the Writer’s understanding that this project, being run directly by RAAF, was considered by DMO to be a threat to their authority, and was therefore targeted to prevent other projects going the same way (i.e.: outside of DMO’s influence, and into the hands of the End Users). Likely follow-on orders by SAS, Commandos and others would have threatened the status quo.

The outcome is that the RAAF ADW still does not have suitable equipment for their role.

One of our specialties is the design of Light Strike Vehicles, and we have worked with 7 different military forces worldwide now in this field. Since the demise of Project Mulgara, we have continued to be involved with possible applications here and abroad. Last year we lectured SAS and Commando personnel about the requirements and possibilities of this class of vehicle, and now we are confidentially advised that these units are about to be issued with Hummers for this role.

Like the purchase of LAV’s, this is likely to happen without going to tender, and without Australian Industry having a significant involvement.  Hummer development was commenced in the ‘60’s, and now looks like our key forces may have to rely on a vehicle with such an old design heritage, and with such a track record of non-performance in difficult conditions. This vehicle also does not meet Australian Design Rules (ADR’s), for amongst other reasons, it is left-hand-drive only.

We don’t have a problem with better equipment being supplied to the ADF, but this is not the case here. 18 months ago we were tasked in the United Arab Emirates to initiate design work for the replacement of the Hummer there, because their performance and reliability was sub-standard. We also work here with clients who used to market these units for civilian applications, who have similar gloomy reports of their performance and reliability.

Here in Australia, available free-of-charge under the LEWG concept is sufficient expertise to advise DMO on this specific issue, but Defence refuses to access it, preferring to accentuate the US equipment bias.

In this case, Special Forces will end up once again with sub-standard equipment.

Whilst studying at the RMCS, the Writer was interested to find some fellow students were employees of Timoney in Ireland, and that they laid claim to be the original designers of the Bushmaster now being manufactured by ADI.

Good fellows that they were, they had little understanding of Australian conditions, which might explain why the vehicle reportedly has significant mobility problems. The reported problems are inherent in the design, and are fundamental military vehicle design issues, easily identified in the early stages by vehicle design experts.

Again, inadequate understanding has lead to a possibly deficient vehicle.

OTHER ISSUES

The Defence community is a network of contacts, similar to, but much closer than other Industries. We hear many disturbing stories of challenges to those who try and buck an inappropriate procurement system, including:

· threats to serving personnel who are related to those civilians creating waves in the procurement system

· A compressor manufacturer who moved offshore after apparent interference by a major vehicle supplier to pervert the Procurement process in relation to air compressors.

 As long as the culture of threat and fear presides within the defence supplier’s area, Procurement will not be effective. Suppliers with alternative markets will just not be bothered to put themselves personally or business-wise at risk.

HOW TO FIX IT

The solution is technically easy, and much of it is in place already:

1. Use the Industry representatives within the LEWG system to assist Defence in correctly nominating it’s requirements, and matching those available. This will solve most of the problems with incorrect or inappropriate specifications.

2. Re-introduce some basic rules relating to the Commonwealth’s Purchasing Policies, along the lines of the Manual that was available in the 1980’s. This will provide tenderers and procurement officers with clear guidelines to determine how to tender, and to determine whether they have a reasonable chance of success.

3. Train Officers in Procurement as to how Industry really works. This training should include SME’s as well as larger operators, so as not to distort the Officers’ views of the industrial world. This real world view would greatly enhance the effectiveness of DMO personnel.

4. Link with Industry groups like AIDN so that both parties can become more informed and effective.

5. Root out the bureaucratic politics and empire building that appears rife in DMO.

6. Allow End Users to participate throughout the procurement cycle.

7. Whenever an overseas purchase is envisaged, the matter should be referred to the Industry Capability Network (ICN) for an independent review. The ICN is a semi-Government-funded organisation who has the role of supporting import replacement. They have achieved significant success in military projects, but their involvement should be standardised.

Ultimately, it is the Writer’s opinion that Defence Procurement will have to be privatised in order to bring the level of accountability necessary to ensure the right equipment is made available.

Accountability needs to cover all areas of the projects, not just financial performance, but technical, support, spares, efficiency and so forth.

Unfortunately Privatisation would also represent the greatest opportunity for overseas-controlled firms to tighten their stranglehold on the Procurement process, and completely subvert it, unless strong Government policies are imposed to prevent this happening.

. 

CONCLUSION

Those who are not intimately involved with the Procurement process see that it might be a little bad, but it’s acceptable given the sort of equipment involved. Their attention is drawn to sexy, complex items like fighters and frigates. The reality is that there are many more mundane pieces of equipment purchased, upon which the Defence of Australia rests.

None of this equipment is efficiently purchased. It suffers extensively from ill-trained specifiers and internal politics.

The fix is easy, if the commitment is there.

And the commitment needs to be there, otherwise one day soon, when the hardware is needed desperately, it will be of the wrong type, ill-suited to the duty, and probably made overseas. 

All of this puts Australians at risk.

In respect to the Inquiry’s terms of reference, the above clearly indicates that the current framework is not effective in meeting the equipment requirements with the best equipment, in a timely and efficient manner.

The solution is largely in place, awaiting only the will to initiate it.

Signed

Motive Power Pty. Ltd.
Per :
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LANCE PROCTER *
DIRECTOR
* This is an electronically generated signature, and as such cannot be considered to legally bind Motive Power Pty. Ltd. If you would like a personally signed copy, Motive Power Pty. Ltd. would be pleased to provide it.
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