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making a contribution to Army’s current capability by providing reinforcements to units
deploying to East Timor and Bougainville, and rifle companies to Butterworth, Malaysia.
Since November 2002 two Reserve companies have been deployed concurrently:

o oneis in East Timor with the 5th/7th Battalion, The Royal Australian Regiment;
and

¢ the other is undertaking training independently as the Rifle Company Butterworth
in Malaysia.

Recommendation 9. We recommend that:
e All units are to be fully staffed to operational levels. Where a unit consists of
predominantly part-time personnel it is to be staffed to 120 per cent of
operational requirement.

e No unit is to be staffed with less than 20 per cent full-time (Category A)
staffing. ‘

e Transition of soldiers between Categories is to be administratively simple.
This includes:
- astandardised system of performance evaluation based on merit; and

- agraduated system of employment conditions that covers issues such as
superannuation, injury compensation and housing assistance.

Government Response
Agreed, with qualification.

All units are to be fully staffed to operational levels. Where a unit consists of
predominantly part-time personnel if is to be staffed to 120 per cent of operational
requirement.

No unit is to be staffed with less than 20 per cent full-time (Category A) staffing.

Through the Single Entitlement Document Review (outlined in response to Recommendation
5), the Army is validating that units are staffed in accordance with their prescribed
preparedness levels. This ensures that the higher readiness units are given priority for
available resources.

Within current resources, 20 percent full time staffing levels in all units could only be
achieved by creating hollowness in high readiness full time units to reallocate full time
manning to low readiness part time units. This would significantly impact on capability and
morale. As aresult, the Government does not consider it practicable for no unit to be staffed
with less than 20 per cent full-time staffing.

Transition of soldiers between Categories is to be administratively simple. This includes
a standardised system of performance evaluation based on merit.

Transfers between the Regular Army and the Reserves happen regularly, to provide specialist
augmentation, to better meet the needs of the Army and of Army personnel.
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The Government recognises that it is important that this process is administratively simple.
Army is currently re-designing its training to accord with the requirements of Competency
Based Training and Assessment. This program is the basis of the Army Training System,
under which standards are being aligned for both Regular and Reserve training.

At the point of graduation, the standards for both the Regular and the Reservist are the same.
Naturally as the Regular is employed full-time and gains experience he/she can be expected to
improve those skills. The Reservist on the other hand, who may not be able to utilise all their
skills all the time, may lose skills to some degree. However, this is measurable and is taken
into account before a Reservist is selected for any form of full-time or operational service.
Currently the Army provides a standardised system of assessment, with Reserve officers and
senior non-commissioned officers subject to regular performance appraisal, and all soldiers
participating in the Army Individual Readiness Notice system.

With regard to attendance at courses, there are occasions where attendance by a Reservist may
be a lower priority than that for a Regular. Wherever possible, courses are refined to assist
Reservists in making the necessary time commitments to attend continuous service training
for significant periods. This refinement of training in no way reduces the quality, the training
objectives or standards to be achieved by the Reservist.

A graduated system of employment conditions that covers issues such as
superannuation, injury compensation and housing assistance.

The Government notes the committee’s recommendation for a graduated system of
employment conditions that covers issues such as superannuation, injury compensation and
housing assistance. The service conditions of Regular and Reserve personnel differ
substantially. For the majority of Reservists, the Army is not their primary source of income.
Thus, for the part-time soldier tax-free pay is a more relevant incentive than superannuation.
Similarly, Reservists will not be posted outside their own locality; thus most housing
allowances are more relevant to their Regular colleagues who have to deal with posting
turbulence. The Government has extended eligibility for the Defence Home Owner Scheme
to Reservists, and has introduced legislation to protect Reservists® civilian employment,:
education and financial situation when rendering military service. The Government is also
considering the recently completed Nunn Review with a view to optimising the conditions of
service for all ADF members.

Reservists on part-time service are covered for workplace injury in the same manner as all
other ADF members on peace-time continuous full time service who enlisted on or after 23
May 1986. Reservists on full-time service are covered for workplace injury in the same
manner as all other ADF members serving in the same workplace.

Recommendation 10. We recommend that no Army equipment project be approved
unless it is acquiring sufficient equipment to meet the full operational equipment
liability for the total force.

Government Response
Agreed, with qualification.

The Government’s investment in Army, outlined in the White Paper, constitutes the most
significant enhancements to its combat power in many years. This involves stocking

additi nal stocks for mamtenance and t:rmmng

~ purposes.
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However, equipment levels will always be subj ect to variations in operational requirements,
the availability of equipment maintenance personnel, and funding constraints.

Recommendation 11. We recommend that the Army, in conjunction with the
Department of Defence, review its equipment and stock acquisition strategy. We further
recommend that this strategy be based on a coherent policy which addresses the need
for the Army’s equipment and stock to:

Be sustainable.

Support plans for force expansion.

Be optimised for operations within Australia’s ACSL

Be based on, in the case of equipment, an appreciation of the whole-of-life
costs associated with any particular purchase or replacement program.
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Government Response
Agreed, with qualification

£

This recommendation focuses on Army equipment and materiel stock acquisition strategy;
however, the core issue is sustainability. As the committee recognised, the issue of
stockholding policy is an ADF-wide issue and cannot be addressed by Army alone.

Defence is currently undertaking the following steps to address sustainability:

- the development of endorsed sustainability analysis methodologies to enable the Services
to determine their stockholding requirements;

- areview of Defence explosive ordnance reserve stock and operating stock requirements;

- the development of sustainability planning guidance; and

- areview of current Defence stockholding policy as a whole.

In particular, the Government has demonstrated its commitment to improving the
sustainability of explosive ordnance stockholdings, by providing an additional $20.9m for
increase munitions war-stocks, in the 2002-03 Defence Portfolio Budget Statements.

In terms of agreed activity levels and usage rates, two major projects are under development.
The Joint Operational Logistic Tool Suite (JOLTS), sponsored by HQAST, will be a theatre
level planning tool which uses agreed activity levels and attributes up to five levels of usage
rates. This is expected to be completed by the end of 2002. Secondly, the ADF Preparedness
Planning Guide will provide a web-based repository of endorsed planning guidance.

In addition, whole-of-life costs are taken into account when capital acquisition decisions are
made.

The committee’s supplementary report refers to the role of Australian industry within
Defence as needing clarification”.

The Government has developed a range of specific industry and procurement policies to help
achieve its capability requirements and facilitate collaboration between Defence and defence
industry. These policies are detailed in two main documents:

- the 1998 Defence and Industry Strategic Policy Statement (DISPS); and

iy Modei for o New Anny, op cit, pg 44 , para 6.23.
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DISPS provides the strategic policy framework for industry’s vital role in the development,
acquisition and through-life support of Defence capabilities. The Defence White Paper
reiterated this role in terms of Defence’s long term capability goals, and foreshadowed the
release of the Defence Capability Plan 2001-2010 (DCP). The DCP provides detailed,
long-term guidance on Defence’s capability goals and the opportunity for industry to take
defence capability needs into account as part of their own strategic planning.

Industry Division, within the Defence Materiel Organisation, is responsible for ensuring that
Australia's defence industry is developed and sustained to meet the needs of a technologically
advanced ADF. This is a move away from a project by project acquisition strategy, to one in
which individual capability projects are strategically linked, and offered to key defence
suppliers in packages under long-term, multi-project commercial arrangements. This new
approach is expected to:

~ reduce cost, performance and schedule risks by providing continuity of work and better
planning guidance;

- provide opportunities for increased investment in skills generation, training, research and
development; and

- allow for greater commonality of technologies, equipment and platforms.

Further, the Strategic Logistics Branch was established within Headquarters Logistics
Command, in February 2002, to develop strategic level joint logistics policy and coordinate
access to national and international logistics capabilities. One of the its primary aims is to
foster defence industry relations to support ADF operations, as required. As can be seen, the
relationship of Australian industry with Defence has been clarified.

Recommendation 12. We recommend that the Government establish, for a period of
three years, an Army Capability Enhancement Project (ACEP). The Project Team
would work alongside the Army in effecting the restructuring and enhancements
recommended in this report.

We further recommend that this Project provide a report to Parliament twice each year
for the period of its operation.

Government Response
Disagreed.

The Government considers that there would be little value in establishing an Army-focussed
project team, as enhancements to Army’s capability are undertaken in a joint service context,
as part of the land force capability group identified in the White Paper.

Defence has implemented, or is in the process of implementing, substantial changes to the
ADF as a result of the White Paper. It is not considered necessary to establish a dedicated
project team to oversee this. Defence has review and audit processes in place to monitor the
progress of projects including those for the implementation of White Paper initiatives.
Defence is accountable to the Senate Legislative Committee for its budgets, as well as other
parliamentary committees such as the Joint Standing Committee on Foreign Affairs, Defence
and Trade.




