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Dear ,

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 Review 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 teamn have been implemented. A summary 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

Indusiry as a Fundamental [nput 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 wi key Defence Industry Policy Statement initiatives — the Centre for Defence Industry

{ 1pability 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
sl v how they will maximise Australian industry involvement.

P rfurther information about this matter, iny departmental contact is:

Ms Kate Louis
First Assistant Secretary Defence Industry Policy

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

Y urs sincerely

Dennis Richardson

A achments:

I.  Suminary of progress against First Principles Review recommendations — FPR:
Recommendation Tracking

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






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 Innovation 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 Innovation Hub will invest in maturing and advancing
technologies that can deliver better defence capability outcomes for Australia.

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





