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~ 
DearS~ k, 

At the Supplementary Budget Estimates hearing of 19 October 2016, Defence agreed to provide 
the Committee with a summary of progress made against the recommendations made by the First 
Principles ReYiew team and to provide a summary of progress to support integration of 
Australian industry as a Fundamental Input to Capability. Defence undertook to provide this 
information ahead of future estimates hearings. 

First Principles Review 

The First Principles Review recommended a two year implementation program. To date, 46 of 
the 75 recommendations made by the review team have been implemented. A swnmary of the 
recommendations' implementation progress status is attached for circulation among the 
committee members. 

For further information about this matter, my departmental point of contact is: 

Mr Darren Box 
First Assistant Secretary, Governance and Reform 

 
 

Industry as a Fundamental Input to Capability 

Since the release of the Defence Industry Policy Statement on 25 February 2016, Defence has 
made substantial progress to integrate Australian industry as a Fundamental Input to Capability. 
A summary of Defence's progress to date is enclosed for the Committee's information. 



T '\-VO key Defence Industry Policy Statement initiatives - the Centre for Defence Industry 
Capability and the Defence Innovation Hub - were launched on 5 December 2016. These are 
critical drivers of Australian industry as a Fundament Input to Capability. Defence has also 
strengthened theAustralian Industry Capability Program, with new requirements for tenderers to 
show how they will maximise Australian industry involvement. 

For further information about this matter, my departmental contact is: 

Ms Kate Louis 
First Assistant Secretary Defence Industry Policy 

 
 

I trust this information will be of interest to the Committee. 

Yours sincerely 

Dennis Richardson 

Attachments: 
l. Swnmary of progress against First Principles Review recommendations - FPR: 

Recommendation Tracking 
2. Summary of progress to integrate Australian industry as a Fundamental Input to Capability 



FF6600FPR: Recommendation Tracking :as0"at 10 February 2011 

• · ReClOlttmffldatlon 

1.l · This review be adopted as !he niad rnep for Defence reform for the next five years 

12 ,A new One Defence busine.ss model 

1.3 : The dlarchy is rebllned 

14 
The Individual and shared ac,;ountabilitles af the Secretary and the Chief cf the Oefenee Force be danffed, formally 
· documented and promulgated throuah the oipnls.itlon 

15 

16 

17 

1B 

· A streamline<! top le¥el management structure for thoe department that Is aligned with the One Defenoe business model 

Thoe strJtegic cenlre Include the Associate Secretary and Vioe Otlef of the Defenoe FCl'Ce as the lntqrators for the 
Oen:noe enterprise and the future fo~ and joint capabtlitles re.spectlvely 

,The Vice Chief af the Defence Foroe's decision rights be gn!lltly strengthened, Including the right to stop projects 
prot:<!edtn1 through the approval process until joint force lntrgnrtlcn is prove" 

· L~glslatlve dlafllleS to fo;.,;ally recognise· the auihorlty of the Chief of the Defence and the Vice Chief of the Defence 
force, inclu.dinJ removlnJ t~! S?.l!!to!Y.•~thofltV. of the Service q_,tefs .. 

1 
!IJ That pollcy •dllfce be strengthened by bnnglne ell policy functions Into one organisatlonal unit In order to improve the 

• <iuality of adllfce provided to Govemment 

l.lO · A strong and credible lnlemal <X>Mestablllty function be built and led by the Deputy Se<ntary Polley and tntelllgence 
With responsibility for straletilc oonteit:ability, scope, technlcal and cost contembtltty 

'That the policy and intel~ence functions bt combined under a Deputy Secretary Policy and tn!el~nce, wtio will have 
1.11 =pon.slblllty for providing policy •dvk:e and lnteffigenc,e asaeumenu to the Seorelllry and the Chief of the Defence 

Fo= 

1.12 The Defenoe Security Authority be repositioned under the Assodate Seoretary 

113 

U4 

115 

L16 

117 

ua 
1.19 

The Defence committee be re-positioned as tM primary decision making oommltte<? of Defence and the heart of the 
strategic cenm, with two supporting oommtl:tt<!s -Enterpr18'l Business C.Ommittee and lnvenment Committee 

That all other enterprtse-wfck! co,.;mittee~ be reiiiewed fort~ir ;:.,ie~n~ and ailgnment ;,.ith the One De(i;nce bwlness 
· model with thoe aim of a substantial reduction in the number of c,ommtttees 
Thiit.th~ o;pni:.:.i:lonal stnJctur~ ~p~rtl~g to the vice Chief oft~ Oeience Foii:-e be slmplifi~d throlJSh the lncorporetion 
: of~ two-star head of )(!Int enabler~ role. · · 

A strengthened centre~ed, enterprise-wide planning and performance monitoring process be adopied 
... .... . 

That the Associate ~cretary be the central authority to deliver e"terprise planning and performance mc,nltorlng 
; processes, In nne with the requirements of the Public Govemon,~ Per[ormunce and At:ct>untabl/Jty Ad 2013 
Th.ot the Minister to°r ~ience ·meet ~th ltie Defenec eo,,;,,,lttee ~~~arty~ ~sidera formal stretecic assessment 
· of ti!& ~llgr,~ent bl/~n Oefe.nce's stral£j.Y, tundrnc.arld c.if>iibl!l.t\'. . ... . . 
· Defence ~nduct n!IUlar r_eviows af ~e c;opltal program in oon.sul~~lon with the f!!1iniste! •.n~ central aeenc:le.s 

I Recommendation r 
4.1 

42 

43 

45 

,., 

·That as part of the budget and plaMing proceu, oefence bu lid a stratetlc worltforce plan for the enabllng functions, and 
'incorporate workforoe plans for each Job famlly in order to drive recruitment, leamlng and development, performanci> 
eod ialent management 
· Defe·noe employ Australlan Defenc,e Force personMI In non-SeNice roles only when It Is crltlcal to achievi'l! capablllty 
. and for a minimum of three years t.:> achieve best value-for-money from the premium paid 

As many ful\Clloru as fl0$Sible be performed by public ~rvanU or outsourced If they are tran.sactlonal In nature 

:0en:nce review the entlre,:y of 113 enabllne and military ooll)orate workfome to ensure that II supports the Australian 
Defence Force wlth the minimum of overlap and redundar,c:y, and with the createst overall economy, effldei,ey end 
effe<:thteness 
Defence red11c:e orpntsatlonal layers; Increase the ,pans of control of man.gen;; align workforce standards In acax,rd 
with the requirements af the Australlan Pu bile Service Commission; and eniace external asslst.1noe to facilitate this woric 

.&$ ~quired 
Oefen~ Implement a transparent perfcrmane<! managernent svstem that is oonsistently applied, recot1nises and newards 
hl!lh performance and introduces consequences for und~rpinfor,nance and failune to deal with It 
k. part of the Petformance Managernent SyJtem. Defence take Jteps to create a culture where leadership, 

rofesslonalism and cor orate behaviour ~re valued and rewarded 

# llealmmendallon 

2 .1 · Disbanding tl>e C.pabllnv Development Group and dlspersins its tunC11ons to mone appropriate areas 

2!I 

. Dlibandlng-ihe Defence Materiel 011anis~tion ""d tr.irutemng Its ,x;,e respon~lf;ilities In relation to capabllltv dell..-ery.to 
a ne.w. Qlpability Aajulsltlon.and Su~.alnment Gro<!P 

Developlna a new OllPlnlsatlonal desilln and wucwre u part of the tmplemenmlon proees$ for thoe capablllty 
AC<1utsltlon and Sus~lnment Group with reduced mana1emen1 layers 

:i.
4 

Examining ~ach System Program Offlce to determine where each fits wlthln the smart buyer function, the most 
· appropriate procuremen1 model and achlevln1 value for money 

:u; 

z.1 

2..8 

2.9 

·The Cap9blllty Manaeers specify the fundamental Inputs to c;,pability requirements with the <:apabtlity Acquisition and 
Sustainment Group having responsiblllty for developln« and delt,,eling an Integrated project plan 

;Th~ ~~o~ntablllty for re1iu1re~~bi s~ttl~g ~r.d management b~i~~sler~ to· the vice Ollef of itie Defe~ Fon:eand . 
the service Chiefs with stratqic, financlill and technleal eonte.stablllty bel~ lix:ated with Deputy Secretary Policy and 

lnlelligenae ; --·--·-·-
That the Independent Prqect ~rformance Offioe and the C8pabllity Investment and Resouroe.s division be neloated to 
Deputy Secreuory Policy and lntelll.aence, slenlflcantly enhanced and strensthened to provide auch contest 

Revis ins thoe Defence Investment approval prooes> for all large.,.. a:,n,piex eapabtltty projects 

Introducing a new fom,al 1ate Into the process al errtry point· Gate Zero: ln..-estmant Portf'ollo Entry 

2
_
10 

Government Increase approval thresholds fol' eapabtli,:y development projects, with mtnlsterlal approval required only 
f'or projects abOVe $20 mllllon, lwo ministers ebove $100 mllllon and cabinet above $2SO million 

211 

212 

2.14 

J.15 

Z16 

stcni°ficant in~i;..;;.m io cle..-elop ~n operational framework \lotilch comprehen5ivefy .;iptalns how the orianlsaiion 
·operates and the roles and responslbllltles within II; debliling the life cycle manaeement processes which prwlde prqect 
,and ent!lneenng dlsclpfine to manage complex materlel proc:,.,rement from initlatlcn to disposal: and reviewinc 
architecture to reinforce aa:ountab!ltty at all levels .ond bringing together information upon which aood management 
d~cl~Jo~ .<;an b~ !".•de_ 
11'1& ~puty Secretary Capability Acquisition and Sustalnment ·;.,ust ~l&';; ~ an·d auuri the Secretary of thoe ol)<!ri.tionai° ... 

•MIM.of ea~h ~ htsft.>erdl\llslons every Cll!<'~!•r>d '!n ma)or<:0nt.ractson a "!":>n.!h!Vb~sll .. -------·-··- -·-·· _ 

The we of net personnel Ol)<!l'llting cosb proce1, cease Immediately 

: i:iev;;j~pioi. Defence investment Plan which w~ld Include ail eap!QI anci n,lated Investments (such as materiel, ~;i~t~ 
and facilities, workforce and lnformallon and communlc,itloru ttdinology) 
Th~t. on Gm.:,;mrnent approwi;the·;,'~i:f;;. -p~j,;,::tacqulsttionbudaet· is alloc~t~d io the C.1pab1iicy-Acqu1iit1on and 
SU stain men\ Gr:,?up_t_o e~ur~ e2<ll.e.ndllu~ is in aoeordan~ >N!t!> the.P..roJ.~ct .~~llvery P.!~~. _ .. . . _ . . . .. _ 
The Def en~ SC1ence and Technology Org~nisatlon be required to clearly articulate its v.alue proposhlon. this would 
l~~lude.!.~n,iples .•~d. ~C11J.al_ 3f!IO~.nts of value~~~{ ____ .... ··--·-. .. __ .... _ ·-- __ ·-·-··-··-.. 

2,18 The Defence Science and Technol~ Organiwtlon senior leader,hip be rationalised 

The Defence Sci~~ ~nd T;;;,hnaioiiv Oraanisation strengthen partnerihlps With acaclemic anci resear~ Institutions to . 
21

• leve"'Jl! knowle<l.lea~d a:~~!!!.P.!t.~yt&VS wtt~~~e."!ia !~~ ind~s!.'Y. 
1.20 DL1bandlnt1 the Defence Science and TechnolOIIV Organisation ,dvisory boanl 
Ul o,;;.;na,:;-,n part~~ishipwitti°~i:acie..:.ia~n-d Industry, ~iew iu re.search prlori.ies, thelraiignme"t with M~re .fcr'ce 

uirements and ca aeit to levera e allled rtners to romate-:::.;;in.r,ov=at=io~n--------------
5, ~.natfr~C>HU>dl!live1 opt,metuse otfunllsaftd A~~s 

t Recommendation 

5.1 Thoe use of the meuures such as the teeth-to-tall ratio and the cne thir,l budget spllt should oease 

5.Z Appropriate efftdency measures .ore developed \/Ali ch link to the delivery of ~reed outcomes 

S.3 :The focus on public service reductions es the primary efficiency me<hanl.lm for Defence ce«5e 

54 

5.5 

O<lfence manage Its worltforce numbers In 11ne with good resource management practice where Defence Is held to 
acwunt for delivering en required outcomes within avellable re.sourcing 

As part of the Implementation prooess, oetence examine the headquarters functlons for opportunnles to adtieve more 
effective and ett1c1en1 arranaements 

St:at1Js 

• Recommendation 

:11..1 

u 

JS 

:I.Ii 

Def~~.,;;deli~~ the .~iate n~ci' a, datarmined by futu!'ll foroe requlr~~u~nd Government egru to dispose of all 
unnec~ary estate hCl_ldlnts ~\•rti'!I! "".•th the 17.b~~! id.entlfl_ed.tnthe20~ fl:IW~ Defe.noe ~tatereport . 
Defence strengthen Its capabHlty to present options to Government forestlte dlsposal 1nc1udlng obtalnine ••pert 
eottl!fflal a.dvloe u ,e9ulred. . . ... . . .. . . . . ... . . .. . . . 
The Govemmen1 amend the Public Works act 1989 to set 1 $75 mllllon lhreshold for ref em re proposed worl<s to the 
publlc worlu; c,or,vnlttee, and re-consider reoerrt adjustments to the 201>16 budget operation al rules that Nn eountarui 
· ~!". efflde,,ttv managing lrwe\tma.nt s.pelldlrti.. . . . _ . . . ... . . . . . . 
The Associate Secretary be dln!CU'd and re.soun:ed to implement enterprls,e information man~ement that prov'>des 
Defence with 1rUsted Information to Inform dedslon-maklng and milltllry lnteroperabtllty, with the Vice Chief of the 
Defence Force es the design authority fer the next generation of command, control, oonimunlcations, tn1elllgenee, 
!U.f¥~illance .and rec.onoai.lS~no& 
The Information managemirnt •ienda bt caverned at the band 3/3 star level by the Enterprise Bwlne.ss Committee to 

~t_':':;~!I dlr.~o:tlor,!n~ ~~.o_tllles, li,dudlng the man a.~~!."~ of ~de~ and. ~~II~ ..• -·· •• . ---·-

SUpportlng the Chief infonnatlon offloer to meet the.se .-.,5paruibilitiA!s bV formellv recognising the Chief Technology 
Officer as !he technleal authortty with appropriate 'red asrd' decision l'i!t>U 

3 .7 : Defence esblbllsh enterpr1.se-wide frameworl<s fer ardlltecture sbtndardl and master data rmnagement 

·ci~te·nO& ·.;,nt,·arl< ·on·a p·n1.lfflatle implementation n'.>&ifflap to standa~f;_;; business and information pt'OClesse, ·a-nd their 

.~~P.P~~i~&•P.e!i.~!i"!'~ .. . . .. _ .• .. . ..... 
Defenoe ensure adequate resouriing and funding for Information management reform is prioritised as part of the fully 
costed. 2015 Defence. White ~~e~r __ 

3.9 

J .10 .Geospatlal lrrfol'Tr'Qtlon funcUons be consolidated Into the Australian GeospatiaHntellieence Oraanlsation followlns 
lmprc,ved re.,aun:ing and oonnectMty 

!l.ll .Thoe ,,..,,,;oe dellvery reform pro&ram, Including full intf1!ratlon of the cum!nt Oefence Materiel Organisation c,orporait> 
· funcUons, be complet~d 

:11.12 

a a 

All rorporate senile es (witli°the e~pti~ of flnanoe butirdudlnc the Defence Sec,jrllY Authortty) be ·consolld9tei under 

the J\M.O(~t_e~cr.~!'l!V -·· · __ . . .......... _ ... ..... •. . . .. . .. ..... .. .... .. .. . ... . . . _ .. 
All mlllt8ry enabling ~rvlce.s Oolnt logirtics eommand pollcy, Joint health command, Australian Defence Coll9ge, 

· Austnir,an Clvil-Mll~ary Centre) be consolidated under• two~tar officer who reports to the Vice Chlef of the Defence 
Force 

6, CommanC£ lmplemetltatton 1111r11edlately with tlhi: chanaes requlNld to deliver o ... Defenc. in plac,; within IWO yiaars 

# Recommmdatfon 

r 

No acld~ional reviews on the organisational Issues covered by thls review are Imposed on Defence, particularly within the 

lit 

li..:11 

G.5 

· e.arly years of implementation 

Past reviews and tuf'Tent refom, initiatives should be asu,ued for curTeney and al1&nrnent to the One Defence model 

Establlshtng an OYersight board to provide dcse e><temal :scrutiny, advice on lmplamentatlon progress and reeular 
: reports to the Minister 

The Minister, with Input from the department and the oversight board, report pro.vess on ilTClltmentatlon to the 
·Gavemment In Mardi 2016and March 2017 

Stablnty In the key leadership positions, part~larly over the next two years to provide consistency of direction and 
· ownership of the ch~nge 

FPR: Recommendation Tracking as at 10 February 2017 

for Offi<l•I U.. Ont-, 

Status 

Status 



Summary of progress to integrate Australian industry 
as a Fundamental Input to Capability 

The integration of Australian industry as a Fundamental Input to Capability (FIC) will ensure 
Defence fully considers the industrial capabilities and the capacity of Australian businesses to 
deliver Defence capability. It is the explicit recognition by Government and Defence of the 
significant contribution that defence industry makes to Defence capability. 

Full implementation of the Defence Industry Policy Statement (DIPS) and the integration of 
Australian industry as a FIC require sustained engagement and will be achieved through a 
combination of initiatives. Australian industry as a FIC is being institutionalised across the 
Capability Life Cycle and broader Defence policy and planning. 

Strategic planning of the industry base 

• Defence is developing the Defence Industrial Capability Plan (the Plan) and Sovereign 
Industrial Capability Assessment Framework. The Plan will provide the vision for the 
development of Australian defence industry over the next decade and beyond. 

• In parallel, Defence is reviewing its industry and youth assistance programs to update 
its industry skilling and Science, Technology, Engineering and Mathematics support 
strategy to ensure the defence industry is able to access the workforce it needs to 
deliver the Integrated Investment Program. 

• Defence is also developing a defence export strategy to actively plan, guide, and 
measure defence export outcomes, supporting our foreign and trade policy, defence 
industry and defence capability objectives. 

Integrated business processes 

• Defence is embedding cultural change through the Capability Life Cycle: 

o The Capability Life Cycle includes requirements for industry to be involved 
early and as a key partner in the delivery of Defence capability. 

o Industry is one of the core Smart Buyer design categories to ensure it is 
considered whenever a project strategy is being developed. 

o Industry and innovation have been integrated into the Force Design Cycle. 

• The Australian Industry Capability Program has been strengthened with new 
requirements for tenderers to demonstrate how they will maximise Australian industry 
involvement, deliver an enduring industry capability and enable technology transfer 
and global supply chain opportunities. 

The Centre for Defence Industry Capability (CDIC) and the Defence Innovation Hub 

• The CDIC and the Defence hmovation Hub were launched on 5 December 2016 and 
are key drivers of Australian industry as a FIC. 

o The CDIC is the focal point for a range of business development, skilling and 
global supply chain services for small and medium enterprises. 

o The Defence Irmovation Hub will invest in maturing and advancing 
technologies that can deliver better defence capability outcomes for Australia. 

• Defence is working to establish the Next Generation Technologies Fund to invest in 
strategic technologies that have the potential to deliver game-changing capabilities. 




