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INTRODUCTION TO THE SEMINAR

President of the Australian Naval Institute, Rear Admiral R.C. Swan, CBE, RAN

Your Excellencies, Minister, My Lord. distin-
guished guests, ladies and gentlemen. On behalf
of the Council of the Australian Naval Institute |
welcome you all to this our second national
seminar, Seapower 81.

The theme of Seapower 81 i1s Auslralia’s
maritime defence and its relation to industry — or
more simply, seapower and industry. Arranging a
seminar such as this flows directly from the aims
of the Australian Naval Institute, namely to
encourage discussion on naval and maritime
matters. In effect, our role as the Institute is to

provide an appropriate forum. We have en-
deavoured to do that by holding this seminar. We
rely on our speakers and our audience to give life
and substance to discussion.

You will see from the programme that we are
honoured to have so many distinguished speak-
ers many of whom have travelled considerable
distances, as have many in lhe audience. At four
o'clock our Patron, His Excellency the Governor-
General will deliver the opening address.

| would now like to introduce the first of our
distinguished speakers, Sir Arthur Tange.

“a

L L'I ‘h‘

Lively discussion during a break, L to R: Admiral Swan, Admiral Sir Anthony Griffin, Sir Arthur Tange, Lord
Hill-Norton, Mr Killen
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AUSTRALIAN REGIONAL DEFENCE
COMMITMENTS AND THE
CAPABILITIES RESPONSE

by Sir Arthur Tange, AC, CBE

In defining the international tasks that might
be expected to fall upon our Defence Services
and those thal support them at home, | shall not
confine myself to commitments in the more formal
sense that may be found in various international
instruments. They include the United Nations
Charter, the Anzus Agreement and some bilateral
agreements with the United States, the Manila
Treaty. the declarations of intent in the Five Power
Communique about the security of Malaysia and
Singapore, and informal cooperation arrange-
ments with Papua New Guinea and Indonesia.
The purpose of our defence capabilities is to
protect the intereslts of Australia. Those interests
are not limited to satisfying our obligations to
others; indeed our perception of national interest
should determine what we do lor others. And that
perception varies from one govemment lo
another under domestic influence that may be as
strong as international events.

For the purpose of this Seminar | advance for
consideration two officially stated objectives of
Australian defence policy. They are, first, to have
a greater capacity to fight alone, sometimes
called "sell reliance”; and, second, “that we be
seen as a nation that takes defence matters
seriously and that our military capabilites and
competence should command respect.” So said
the 1976 White Paper issued by the present
government. At that level of generality | would not
suppose there would be dissent by a Labor
Administration.

To avoid misinterpretation of what | have in
mind | should make two further observations.
First, no Government will interpret “sell reliance™
as meaning necessarily that Australian pro-
duction should be looked 1o: the sourcing of each
category of the millions of supply items will be
examined against various considerations that
may well come under discussion by others.
Secondly, when we project abroad evidence of
our military competence -— primarily in our
Northern neighbourhood but also wherever
United Nations duties take our Forces and
wherever and with whomsoever our Forces exer-
cise — the message extends beyond the
conslituents of maritime power.

To translate the judgement of the external
environment into the right force structure and size
is the most challenging of all problems. The
selection of weapons, and their platforms and
vehicles, is important. It is made easier — | shall
not say "easy” — by the high prolessionalism in
the three Services and in the supporting scientific
and engineering services, and by the advantage
of remarkably uninhibited access to international
weapons technology and doctrine. More elusive,
and perhaps more important, is the definition of
the tasks for which the Services, and all that lies
behind them, should be prepared. This decision
is not for the Services, It is tor Governments
because it is the fundamental of Defence and to
some extent Foreign Policy. Governments should
be articulate about their reasoning.

While the country benefits from the lack of a
clearly defined enemy with motive and ability to
attack the continent, this circumstance creates
uncertainties and choices different from, for
example, the NATO members or India or Pakistan
or Israel and many others. Nor do we have the
benefit of joint planning and assigned roles in the
event of attack by a defined enemy,

Before a Seminar launches into discussion
with the military and industry experts, it seems 1o
me necessary lo establish how wide are the
choices, and daunting the uncertainties, facing
governments in deciding the tasks. They are not
all selt-evident and predictable. They may be
unique to a continent, peopled as il is and with the
economic structure that it has, in propinquity with
two vast Oceans and a northern neighbourhood
of very different cultural composition. It needs its
own strategy which is not confined to responding

THE SPEAKER

Sir Arthur Tange, AC, CBE was Secrgtary. Depanment
of Delence from 1970 10 1979 He served as Ausiralian
High Commissioner [0 India and Ambassador lo Nepal
from 1965 to 1970 and was Secretary, Department ol
Internal Atfairs trom 1954 10 1965

The Speaker was introduced by the President ol the
ANI, Rear Adrmiral R.C Swan, CBE, RAN

ol
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to the accident of a global nuclear exchange in
which Australia will not be a centrepiece, bul one
which accommodates the contingencies of a
different kind that could closely involve us two to
three decades hence and for which some pre-
paration is necessary now-rightly directed. Old
strategic signposts are simple and comforting.
Being part of Australian history or Service
experience does not guarantee their validity. The
debate should be questioning but you will not be
surprised by my view that little useful contribution
is made by the headline grabbers with their instant
solutions.

Some matters that deserve some attention in
the search for light on dilemmas and policy
choices are these:

e in defence spending what should be the
balance between two postures: one that
can be promptly deployed to make a con-
tribution, in a situation of dependency on
the leadership, complementary operations
and logistics of others: and one that
creates the wide base of a force so
versatile that it could, with threat warning,
be expanded 1o act on Austrahan initiative
to protect Australian interests at predomin-
antly Australian risk — a force which in the
absence of high and sustained funding
would be so diverse as to have a low
immediate deployment capability?

® 3 related question is how far should we
mortgage to allies, or trading partners like
Western Europe or Japan, defence capa-
bilities selected for their relevance (o the
way the Soviet deploys its high technology
— as against the training and equipment
bes! capable of responding to a variety of
threats directly against Australia's terri-
tonal sovereignty?

® how far are the two requirements
identical?

e whal duration and what intensity of war
operations should be assumed in planning
the public and privale sector production
and logistics base?

® whal are the implications of trying to avoid
provocation of Soviet nuclear attack upon
Australia in a general war?

I would suggest that much of what is likely to
be said here about shipbuilding or sea control or
aerial refuelling or matters not on the agenda, like
heavy lift helicopters, artillery and such matters,
presuppose an answer to these questions.

Moreover, these are all matters for Govern-
ments and the Cabinet Room, not Russell Hill. In
the life of an aircraft carrier or air superiority
fighters, governments are likely to change. This
country needs more concensus on the funda-
mentals of defence between the Parties (keeping
the shadow boxing and imagery and the genuine
conflict of view to the peripherals). We need this
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concensus not for amiability in public life or even
to comfort allies or discomforl potential ad-
versaries abroad. but for the practical reason that
the country cannot have a rational defence
programme — specialist training, specialist
weapons and vehicles, defence works, invest-
ment by the right industries and even stock-
holding — if there is not the prospect of adequate
continuity under different governments. That
continuity is needed in respect of two matters;

e strategic priorities and the acceptable
level of military commitment to the
Western alliance (in military preparations
as distinct from diplomacy or rhetoric),

e how far we are prepared to go militarily by
way of assistance in our inmediate neigh-
bourhood, and what diplomatic tolerance
will be shown to political regimes in the
only countries from which direct invasion
of Australia could be mounted — which
include Indonesia and Papua New
Guinea.

Other speakers can speak more authorita-
tively than | about lead times tor delivery of a man
trained for a special role, or equipment trialled and
in service, or quality approved deliveries from a
production line. I think there would be agreement
that radical change of strategic direction by
governments cannot be quickly absorbed.

This is not to say that there has not been
much continuity by all governments in respect of
some things in the past decade: e.g.

® responses to United Nations requests;

e In assistance to Malaysia and Singapore
(including a RAAF deployment);

® in concern with the security of the
archipelagic countries and straits, and
freedom of passage. and with the S\W,
Pacific;

® in acceptance of the value of maritime
surveillance (at least for the ocean ap-
proaches to Australia) by mobile or static
means;

® in more explicit attention to the means of
defending Australian soil;

® in acquiescence in maritime detence
being our first line (accepted by all three
Services t00);

® in acceptance of whatever high levels of
technology are necessary to permit our
Services to operate in concert with the
United States;

® inincreased attention 1o the vulnerability of
such a force to interruption of supply or
queing overseas.

e in acceptance of the methodology of
basing defence preparation on threat esti-
males, the enduring features ol this
continent and a contingency factor.

Some of these matters have implications for

different industries. There has been less con-



linuity in respect of overseas deployment of
ground forces, and in assessment of the rele-
vance of situations in the Indian Ocean and its
enormous littoral to Australia’s security. And in the
remainder of my remarks | want to dwell
particularly on the implications of uncertainty as to
what the government of the day in future —
Coalition or Labor — may consider 10 be
Australia’s “primary strategic area”, or "our
region” which is the question-begging shorthand
sometimes used by Foreign Affairs and Defence.

Has there been a permanent change in the
strategic course set for the Services by the
Government since the Soviet occupation of
Afghanistan? To what extent have we turned 1o
global or Indian Ocean “strategic circumstances”
(the latter being hardly "regional”) as the deter-
minant of the force structure we require, rather
than the contingency of circumstances more local
to Australia? The question is prompted by the
Prime Minister's treatment of this subject in his
statement of February 19, 1980, and by the
explanation by him and by the Minister for
Defence of the deployment to the Indian Ocean of
maritime “patrols”, avowedly for deterrent
purposes.

We have thus moved on from 1976 when,
while the White Paper of that year spoke in favour
of the United States putting countervailing force
into the Ocean. it spoke of Australia in the
following terms:

“. .. Our military resoures are limited

and the first call upon them must always

be in respect of our own national security

lasks. We would not sustain significant

operations in two theatres concurrently

. . . Events in distant theatres such as

Africa, the Middle East and N.E. Asia

. . . are beyond the reach of effective

defence activity by Australia.”

Since 1976 much has deteriorated in the
certainties of oil supply. Iran and Irak are at war;
dangerous instability now prevails in the relations
among the powers surrounding Alfghanistan and
the United States. President Carter's attempt to
get agreed maritime limitations In the Indian
Ocean lailed.

| do not know how far we have taken geo-
graphically our Indian Ocean policy. Presumably
there is no notion that Australia could in any
significant way operaling from its East Coas!
bases. compensate for the maritime deficiencies
of the major oil dependent European economies
or Japan if we remind ourselves that the Gulf is
nearer 1o Europe than is Australia, and Japan has
yet to spend 1% of its G.D.P. on defence.

What the Government may have in mind has
implications of many kinds — going beyond par-
ticular air and surface and subsurface weapons
and platforms. If there is intended a significant
change in priorities, industry as well as the

Services need to know about it. For reasons of the
lead times the defence posture is not wholly
flexible.

There are two contingencies which justify
misgivings about permanent maritime commit-
ments to operations in the Indian Ocean matching
Soviet power and technology. This Seminar might
ask questions about both of themn.

The first is whelher, because of resources
competition, we will be obliged 1o deny the
development of a Defence capability of a ditferent
kind which is specifically designed to deter or
resist a lesser power or organization of force on
the ground much closer to Australia than the
Northern and North-Western expanses of the
Indian Ocean — and where the maritime torces
might not have as much value as alternatives. We
must allow that such a threat, while low in present
probability, would be high in seriousness for
Australians; and that Australian incapacity to act
decisively as soon as it was recogmsed would
have a devastating effect on the credence given
to Australia’'s military capacity and national
significance in what is our real neighbourhood,
perhaps before a shot is fired — remembering too
that in these circumstances we would be alone
with weak local allies without United States
combat assistance except in national extremity or
the involvement of a super power.

The risk of being caught with an inappropri-
ate balance of strength can be mitigated by
warning of changing circumstances, and by
enough funding to prepare on all fronts. The
present government has promised a remarkable
7% real growth rate until 3% of G.D.P. is reached.
But how much continuity will there be under this or
alternative government? The historic trend of
community spending on defence is not encourag-
Ing.

So some of our industries and the Services
trainers and provisioners must live with uncertain-
ty. But more than money is uncertain. There are
political differences in outlook as to what we owe
to allies, where the balance of reciprocal benefits
between us lies, while one side of politics tends lo
promise allies too much and the other too little,
reacting against each other like a law of physics at
work, Where will our forces join our allies and
where not?

These reflections will explain why | think we
are in for trouble without more political concensus
on defence — practical trouble with the structure
of our Defence force in later years. Putting aside
what the Opposition needs o do | suggest the
Government as a start might look carefully in the
Cabinet Room as to what il considers to be
Australia's “area of strategic concern”.

Super powers ¢can encompass the martime
world. France may keep a loe in several oceans:;
but NATO is highly selective in the scope of its
maritime obligations because, over and above the
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formalities of its constitution, there 1s opposition to
distant commitments from some ol its smaller
members. They are countries with economies not
markedly different from Australia’s. It would be
incongruous for Australia lo be less discriminating
in the acceptance of maritime obligations.

In short, our “regional” commitments could
mean different things to different people. Defence
diplomacy justifies some licence in what Ministers
say, some ambiguity or reticence about external
intentions. Western Europe has left matching the
Russians in the Indian Ocean to American power
and for a time it was by no means clear that the
Americans were willing. Perhaps last year
Australia in effect made a small subscription to

whal it hoped would be a collective mantime effort
rather than buying in permanently with all that
implies. Certainly the silence in recent years as 1o
whether our foreign policy has regard 1o defence
priorities has ended. My thesis to you is thal
government should be careful lest they give the
wrong signal to the Services and industry about
the intended strategic priorities of the country, lest
its successors have to back off and head in a
different direction under necessity. But some
signals are clear: the nature of the country's
physical environment demands thal maritime
capabilities occupy a prominent place in defence.
Their description is for other speakers.

DISCUSSION

Chaired by
Rear Admiral R.C. Swan CBE, RAN

Commander Nekrasov, Navy: Sir Arthur, you
mentioned adequate wamning in your talk. What
would you define as adequate warning— orisita
curly question?

SirA. Tange:isita— — — ?

Commander Nekrasov: A curly question,

Sir A. Tange: Very curly indeed!

Calculation of minimum warning time is the
probiem that bedevils all governments and all
delence services. but one cannol run away from
Irying 1o establish what level of defence pre-
paredness has 10 be maintained in any case. llisa
question of, | think, establishing orders of
probability. In a world in which the community was
so convinced that governments would neces-
sarily also be convinced of the need to take out
complete insurance, the Australian detence vole
would be very much larger than itis today, But we
live in a world of reality, and no doubt your
discussions here are going 1o be based on reality,
and that means accepting that we shall always
live with an element of risk.

And adequate warning is going o mean
different things to different services. It 1s a
question that those in uniform who follow me
would be much more competent than | to answer,
but | would imagine that it would vary from
specialisalion to specialisation; it would vary from
supply item 1o supply item. And | think it is the
essence of judgement of government to distill out
of that what is the degree of risk which the country
can accept by maintaining a force of this or that
composition at this or that level, and where is the
point at which it must enlarge its preparation and
spend more.
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Commander Alan Brecht, Member of Ihe
Institute: Sir, you spoke at some length about the
need for consensus, and having regard 1o the
theme of the seminar, | ask you for an opinion on
the degree of consensus that you think might be
achieved politically and also within the general
sphere of people interested in the thought that we
might channel our resources as a nation inlo
developing our infrastructure instead of spending
that money on our defence force. | do not mean
that we should nol have a defence lorce, but
instead of spending large amounts of money on
that, should we not spend the money on develop-
ing our resources as a nation to support the force?

Sir A. Tange: | would think that you would
probably have a pretty robust debate between the
two sides of parhament on that very issue, as
things are at present. And provided it is a thought-
ful one, | would have thought it was the kind of
debate we ough! to have. Agan it involves
essenlially a question lor government as 1o how
far the government thinks we should live. and the
services should live, or the community should live,
with security risks in order 1o build up the infra-
structure for the future. Every government, | think.
1S going to chart its own course on that. My own
observations of what has been done in the past
decade, which included three years ol a Labor
administration and seven of a non-Labor ad-
ministration, suggests there has been a not
greally different emphasis. There has been some
difference in view as to the amount of funding
appropriate. Within the defence vote itsell, in the
balance as between the sharp end. and the more
immediately deployable on the one hand, and the



infrastructure, defence works, and that sort of
thing on the other, | think the objectives have been
very similar. There has been on both sides. at
least up until the ime when | ceased 1o have any
direct knowledge of what was going on, a
common emphasis on increasing the infra-
structure and the longer term capial, as will be
seen In some published statistics about relative
expenditure — for example, on manpower on the
one hand. and investment on the other | would
have thought that was the night course, but then |
might be thought to be subjective about it

Malcolm Booker, Associate Member of the
Institute: | was very interested in Sir Arthur
Tange's indication of his own thinking about a
possibility of an Australian commitment 1o the
distant Indian Ocean, and | got the impression
that he would prefer that we commit ourselves to a
near strategic region, including our near north. |
wonder whether from the tranquility of retirement
he would tell us candidly that he would disapprove
of an ambitious commitment to the distant Indian
Ocean. and would prefer a commitment to our
closer neighbours? Then, il the answer 10 that is
yes, | would like 10 ask a supplementary one, and
that s whether he sees the possibility of an attack
upon Auslraba from one of our neighbours
mounted independently by such a neighbour, or
whether the only credible possibility is that an
attack upon us would anse from a situation n
which one of our neighbours had been taken over
by a major power? The obvious candidate for
such a lake-over ol course being the Soviet
Union

Sir A. Tange: As to the first question, Mr Booker,
Ambassador Booker, in your relirement your

respected ability to read between the lines when
you were living in toreign capitals seems to have
left you. As to the second question, which, on your
proposition, it s necessary for me to answer,
there is very litlle perceptible now that suggests
the probability or nature of a direct attack on
Australia from a power 10 our north But | would
have thought thal, given the national circum:
slances of this continen, that | touched on briefly
atthe beginning. we should always be 50 posiion:
ed with our defence force, and facing in such a
direction, that it is organised and trained 1o enable
it — with the warning that we will gel (which is a bit
question-begging) — to deal with threats from our
immediate neighbourhood. And | would not,
mysell, accepl that the circumstance you des-
cribed is the only credible one.

There are lesser circumstances without the
involvemnent of a super power such as imprudent
testing of us. tests of our capacity 10 respond.
Such a country would not need a capability 10
occupy Canberra. They might start by leeling us
oul in peripheral ways, in peripheral areas.
Perhaps not alone, resting solely on theirr own
domeslic capacity. and their own supply lines and
their own logistic system and lactical doctrine, but
receiving some aid from, and acting by proxy for
the Sowviet Union, which | suppose Is the mosl
credible likely protector or patron. Bul not neces-
sarily waiting until they are occupied by the Soviet
Union. | think if one removes the slipulation that
such a country has to be occupied or controfled by
the Soviet Union, one has a more credible
scenario for a potential local threat 10 an Ausl-
ralian inlerest as against more distant events,
which belong in the category of a general erosion
of secunty in the super power siruggle,

YNy ——
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SHIPPING AND MARITIME
COMMUNICATIONS

by Sir Ronald Swayne, MC.

“Why do the heathen so furiously rage? Why
do the Nations imagine a vain thing?" Why do
Governments start wars when history shows that
the aggressor rarely achieves his objective, and
when after immense expense of blood and
treasure, a war of revenge has usually restored
the old frontiers. After 300 years of fighting
between France and Germany, Alsace and
Lorraine are still attached to France as they were
in the 16th Century. Unification apan, the wars of
Bismarck and Kaiser and Hitler added virtually no
extra lerritory to the 2nd and 3rd Reich and Hitler
even lost much of the gains of unification,

If only the virus of war could be isolated, the
antidote cultivated, and the furious heathen in-
noculated, what a Brave New World it might be.
The underlying cause of conflict may be greed.
pride, avarnce. religion or racial hatred, but surely
there is one consistent proximate cause. Peace is
at risk when countries which have much 1o lose
allow the balance of military strength 1o tip in
favour of a potential enemy.

The balance of power is still a determining
factor in peace and war. An imbalance did not
lead to world war for quite long periods after 1815,
1818 and 1945; partly because the viclors were
interested in trade and the peaceful creation of
wealth; partly because those who wanted peace
were dominant. But at all times the more affluent
democracies enjoying the fruits of peace have
tended 10 be complacent about changes steadily
taking place in the balance of military strength. In
our times the electorate seems to put higher living
standards above all other considerations; poli-
ticians want voles; and the realities of the detence
situation are widely recognised oo late.

In February this year there was a remarkable
event. The Directors of the Instilutes of Inter-
national Affairs of Germany, the United States,
France and Britain, published a joint Report
“"Western Security. What has changed? What
should be done?"” It was remarkable because the
trend of thought by the strategic and diplomatic
establishment in all four countries starts from
different points of view, and is exposed o very
different influences. Indeed one of the main points
of the document is to emphasise the danger of the
four countries failing to co-ordinate their foreign
and defence policies in a global sense. That the
four Directors found it possible to issue a joint
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appeal for a re-assessment, is a measure of their
concern for the present security of the West.

A second document issued in the same
month, "A Global Strategy to meet the Global
Threat” by the Delence and Overseas Policy
Working Group of the British Atlantic Committee,
(including Lord Hill-Norton and Sir Neil Cameron),
states the risks of our present situation even more
bluntly and points to similar conclusions.

| have asked a range ol friends and acquaint-
ances in Britain, and found no one has read either
paper. The Press has commented but not as
widely as deserved. | am deeply wornied by the un-
willingness of my own countrymen and others in
the Western world to publicly discuss and to face
up to what these papers are emphasising; that
changes in the balance of power are taking place,
and we are not making the necessary re-assess-
ment of our policies. In democratic countries is is
not enough for ministers, or officiais and experts
on defence, 1o be aware of this and 1o be con-
cerned. A new situation imposes new priorities for
expenditure and painful adjustment of our think-
ing on many issues. It is an Anglo-Saxan attitude
that a threat to security or loss of freedom, which is
not too imminent, will go away if you do not think
about it too much, an attitude which now seems to
be shared by most of the affluent countries of the
free world. | would like to commend to you the
work of the Royal United Services Institute. Their
skilled and dedicated work is perhaps at last
widening the circle of those prepared fo face
reality in defence matters

May | take a few comiortable assumptions
which are slill widely believed because change
and lhe implications of change have nol yel sunk
n.

THE SPEAKER
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First, that the the NATO Alliance is strong
enough to deter Russia from aggression.

NATO was. of course, dominant until the
1970's when Russia increased defence spending
by 35% in real terms. | quote from the Atlantic
Committee’s paper-—

"In strategic nuclear weaponry Soviet parity
with the West has been achieved, some would
argue superiority, In theatre long range nuclear
weapons there is Soviet superiority, In con-
ventional forces in Europe the Warsaw Pact
outguns NATO three to one in tanks and more
than two in one in combat aircraft and artillery.”

“U.S. forces have been cut since 1970 from 3
lo 2 million, barely half the number of Soviet
troops which have gone up by a third of a million
over this period.” Not only is Soviet military power
increasingly dominant in numbers, but the quality
of their weapons has been sleadily catching up
and in some sectors may have surpassed the
Wesl. Hardly surprising, because 25% of their
huge defence budget is invested in Research and
Development as against 11% in the United States
or Britain.

A second assumption is that Russia is still
obsessed with the horror of the war of 1941/45
and thatl the expansion of its armed forces is
defensive. Their policies since 1945 have hardly
been successful in diplomatic terms. They quickly
antagonised therr late allies, have failed to make a
friend of Communist China, and they are virtually
isolated apart from the goodwill of militant ex-
Colonies that have followed the road to Marxism,
They may well be afflicted by the paranoia of
encirclement.

Maybe the policy of Brezhnev has been
defensive. but would you stake your freedom on
it? Will the policy of his successors be the same:
particularly if they inherit armed forces which have
tipped the balance of power in their favour? It is
under the policy of detente that over the last ten
years they have allocated around 12% of national
income to military expenditure against NATO's
4-5%. And is the commissioning of a nuclear
powered submarine every six weeks necessary
for the defence of the soil of Mother Russia?

A third outdated but still common assumption
is the one that worries me mosl, because it is in
this field that we may be slowest to react to
change and therefore most! vulnerable. That
assumplion is that Russia is a land animal and
that all we need is a secure Western front in
Europe.

Long before Afghanistan, | felt that our
attitude to NATO was horribly similar to French
reliance on the Maginot Line in 1939 and 1940. All
of you here know that Russia has become a
world Naval power. But may | quote another
extract from the Atlantic Committee's paper-—

"Most spectacular is the power to intervene
overseas, a capability until recently only possess-

ed by the Wesl. Though the United States still has
more air and sea transport lift, the Soviet Union
has many more air-portable troops: 50,000 men,
in up to 1,000 aircraft, could be moved to the
Persian Gulf area in 48 hours. Weslern inter-
vention capacity has atrophied.” | would add that
they are now spending 40% of their defence
budget on air power of increasing range. This is
presumably to strengthen the defence of their
world naval power.

In addition 1o strong mobile forces and global
naval power roughly equal to the West they now
have a very large merchant navy, ideally suited as
ours Is not, for the supply and support of overseas
allies, of their surrogates or their own troops. | will
return to this in a minute.

They now have agreements and dispositions
which would have been unthought of only five
years ago. Anti-Colonial sentiment is still a potent
force. They escaped this opprobrium and use the
cause of Marx for intervention, which looks much
more like modern Colonialism than the unselfish
pursuit of ideology. They may not have planned
each venture, probably they did not. but out of the
opportunities which have presented themselves,
an opportunist policy has left them singularly well
placed to exploit trouble in the Third World to their
advantage and the disadvantage of the West.
Their Cubans may not be popular in Angola, butin
the event of serious conflict over Namibia they are
well poised to intervene. Their military base at
Nakala in Mozambique i1s a toehold which the
West does not yet enjoy on the Easl Coast of
Africa. Their positions in Ethiopia. South Yemen
and now Afghanistan, place theirr armed forces
within easy striking distance of the sources of
60% of European oil consumption, 15% of US
consumption, and 70% of Japanese.

As they have become a global military power
they have expanded their Merchant Navy. They
lie fourth place amongst the genuine National flag
Merchant Fleets, and second for general cargo
tonnage.

Merchant shipping as you know has been
revolutionised in the last ten years through
specialisation and economies of scale. Bulk
cargoes are carried in ships four to len times
bigger than twenty years ago. For cargoes not
carried in bulk (the rest of world shipping) we have
mechanised and speeded up port handling by the
introduction of the Container. In this way we
overcame the barrier o operaling very large
general cargo ships, since we could not increase
the size of the conventional ship without unprofit-
ably extending time in port.

The Russians have built a limited number of
large bulkers. They have continued to build in
large numbers the old fashioned 10,000 ton
vessel with its own cargo gear, long after the rest
of us had converted to the cellular containership
Much of their tonnage is the same as we used in
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the last war for carrying men, tanks. armoured
cars, ammunition, military stores, food, lubricating
oil and petrol in fimsies, These ships draw about
28 feet and can work cargo with their own gear in
and out of barges, or on to any ground which they
can lie alongside.

The Wes! has achieved a breakthrough in
productivity and a loss of serviceability for war.
Qur ships draw up 10 48 feet and need specialised
terminals with cranes and strongly reinforced
quays which lake months, it not years, to con-
struct. There are few of these terminals on the
coas! of Afnca, (apant from Durban and Cape
Town), in the sub-Continent of India and in South
East Asia outside Singapare and Klang. Modern-
1sation, 100, has reduced the number of bottoms
we operate. My Company's fleet of 23 ships in
service and building is equivalent to 150 con-
ventional ships. 23 missiles or torpedoes could do
the work of 150 in the last war.

Insofar as the Russians have modernised,
they have built roll on, roll off ships, many of which
are designed to discharge into barges at sea, and
like conventional ships, need no cranes ashore.
Excep! in certain trades, the West had concluded
that these are less commercially effective than
cellular ships.

Commercially the Russian Merchant Fleet is
inefficient (my Company would be quickly bank-
rupt if we had to operate their ships). It is much
more flexible and efficient for the support of
surrogates or their own troops and for intervention
in local conflict.

They must make a massive loss on their
shipping operations, il profit and loss is counted in
our terms. Their objective may be to earn foreign
currency, but even the balance of currency profit
must be negligible in relation to the investment

Their operations, which now cover most of
the cargo liner trades in the world except the
United States (where they have been pushed out
by the Unions), are not commercially efficient.
They have to undercut our prices by up 1o 30% to
get cargo.

Apart from achieving their objective of creat-
ing and maintaining a world size Merchant Navy,
there is an added bonus that their subsidised
rates ol freight are seriously damaging to Western
shipping,

One of our drawbacks in responding to a
threat from the Eastern Bloc is the very feature of
the political and social structure which we wish o
defend. We are a plural society pursuing our com-
mercial, industnal and professional objectives as
private individuals without State direction. The
State in the West is not a monolith with a centrally
co-ordinated direction of foreign alfairs, taxation,
overseas aid, delence and the promotion ol
industry. If these strands meet in Britain or
Australia it is through the comparatively small
Cabinet Offices or in the overworked Cabinel.
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Which system works besl in terms of standard of
living and quality of life? In 1979 the Gross
Domestic Product of Soviet Russia was little more
than a quarter of that of the United States. With
five times the population of the UK, it was only
60% greater. It was a quarter of the combined
GDP of the European NATQ countries and, in
passing, note that the European NATO countries
are now richer than the United States on whose
defence expenditure we are so dependent, In
terms of GDP, Japan, Austraha and New Zealand,
and the countries which lie between them are
twice as weallhy as Soviet Russia,

The remarkable increase in wealth in the
Western World during the last ten or twenty years
has been due to an explosion in international
trade. British overseas trade, as a percentage of
the domestic product, has increased by 50%. For
the countries of the Pacific basin and South East
Asia, it is the basis of a steadily improving
standard of life, poliical stability and the very
structure of society. The developed countries are
now dependent on the flow of oil in our tankers,
sailing every few hours through the Straits of
Hormuz. and on the millions of tons of minerals
and produce of every kind moving from Central
and Southern Alrica, Malaysia, Australia and
South America, which in their turn pay for the
standard of living of the producing countries.
There is a massive interchange of fiushed the
semi-finished manufacturers between the de-
veloped and between the developed and de-
veloping countries.

Serious diminution of this trade would create
a world economic situation compared lo which the
current recession, or the great depression of the
1930's. would seem like a golden age. Interrup-
tion for any length of ime would make our lives
nasty. brutish and short.

| have been told by a recent British Chiel ot
Defence that raders and shipowners should not
worry. The harrassment of shipping and trade
would mean war and we will continue lo have
sufficient power 1o deler Sowviel actions which
might lead to a drift into actual confhict.

This does not allay my concern. | have seen
enough ol Russia al first hand to know thal their
dread of war is as great as ours, and that global
conflict may be a fairly remole possibility. My
concern is what Lord Chalfont has called a more
classical situation: the gradual extension of
influence by a growing imbalance of military
strength and a series of diplomatc, political and
laclical setbacks for the Wesl, none ol which
would justity a major step lowards global conflict
We cannot alford further retreal; we must stabilise
the present relative positions of Russia and the
West,

We forget the extent 1o which rrade and
shipping depend on international law and order
because unlil recently, world wars apar, we have



had no fear of privateers. local wars, or what
internationally accepted law, incorruptly ad-
ministered, has applied virtually throughout the
ports and seven seas of the World. In the Roman
Empire they said that a man could walk unarmed
from one end o the other without fear. From 1815
to 1914 the Pax Britannica did the same for world
trade, and then the Pax Britannica and Pax
Americana supported by European and Com-
monwealth allies until the Second World War and
for some 20 years after with NATO as the Corner-
stone. Blank spots are now appearing on the map
where our ships are not welcome and our mer-
chants find it unprofitable or virtually impossible o
trade.

The rule of law up 1o about 1965 applied not
only in the Oceans dominated by the developed
countries, it applied in the China Seas. the Indian
Ocean, the Islands between, and virtually
throughout Afnca. There was no vacuum, be-
cause although British forces has been sub-
stantially reduced we were still East of Suez,
linked with Australia, New Zealand. the U.S. and
others in vanous understandings; and there was
no major power lo suppornt a country challenging
the rule of law. It would be an exaggeration to say
that there 1s now a vacuum. There are British and
French ships East of Suez, and regular visils by
squadrons of the American fleet, but the under-
lying situation has changed.

First, there are potentially unstable areas in
the Indian Ocean/Pacific Basin where the West
cannot afford further political and strategic sel-
backs. It is sufficient to point to:

e the Palestinian problem;

¢ the Iran/lraq war;

e the effect of the occupation of Alghanistan on
the countnes and racial minorities 1o the South
and West,

® Dblack Africa's view of white rule in South
Africa.

e Vielnamese aggression in S.E. Asia.

Second, arms are available to the countries
in these areas in a quantity and of a power that
was nol so even len years ago.

Third, the world powers up 1o ten years ago
were more interested in trade, peace and stability
than instability and conflict and Russta’s influence
was limited, (that is why deterrence was effective
notably in Malaysia and Indonesia in the 60's).
Russia is now a global power with bases close 1o
all these areas. It is only to a limited degree a
trading nation and is explicilly dedicated 1o the
ultimate conversion to Marxism of any country
which is not already suffering trom that disease.

Fourth, the anti-Colonial sentiment which
Russia has turned to its advantage is a severe
constraint on the ability of the West lo position
readily available strength. The political problems
that could be caused by the rapid deployment

force calls for a more sophisticated approach than
Washington seems to be showing at present.
Britain and Auslralia have greal experience in this
field and should see that their views are listened
fo.

In short, a strategic siluation has developed
in which past policies are no longer relevant

| am no expert in diplomacy or defence with
answers (o these problems, but | want to put one
broad consideration to you at this stage in the
Conference. The Pax Britannica was maintained
al some expense because it paid us to do so. A
large proportion of international trade was financ-
ed in London, was carried in British bottomns and
we could afford the cost.

None of you in the Pacific Basin from Japan
to New Zealand, including Malaysia and Indo-
nesia, can afford a deterioration in the balance of
power between those who wanl peace and
stability and those who might gain by revolution
and conflict. And may | remind you thatin this area
there lie five countries whose growth in per capita
income is amongst the highest in the World,
including the oil exporters and despite total
dependence on imports of energy. The same Is
true of all the countries of Western Europe: trade
is now almost as important for West Germany as it
is for Britain.

It is a question of hardware and its cost; and
of coordination of policies.

As to defence cosl, we leave the Amencans
too large a proportion of the burden: 640 dollars
per head, 5.2% of their national income. South
Korea and Taiwan apart, Britain comes next on
both yardsticks: 440 US dollars a head and 4.9%
of national income. The European NATO coun-
tries range around 400 US dollars a head and
31% of nalional income. For Australia and New
Zealand it is 2 to 3% of national income and for
Japan under 1%. There would be no problem over
hardware if we all paid the same insurance
premium for peace and slability as the Americans
do.

As 10 co-ordination of policies. This involves
a whole range ol diplomatic and political con-
siderations, but again taking an analogy from the
past, freedom of the seas from 1815 to, say. 1965
has been called the Pax Britannica, or Pax
Americana, but in fact it was always supported by
a wide network of alliances. Formal alliances may
not be the way to achieve co-ordination. It may be
that the better method of supporting the rule of law
is by ad hoc or regional groupings and informal
understandings. One thing is certain: the invasion
of Afghanistan and the threat o our oil supplies
has wonderfully concentrated the minds of the
Governments of all those countries which need a
greater measure ol security than we seem to
acknowledge at present, and outside the North
Atlantic there is no mechanism for co-ordinating
the protection of their freedom and security
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Gentlemen, let us look to our defences and
let us start working more closely with these

countries, the greal majonty who wan! peace,
stability and trade, not revolution and conflict.

DISCUSSION

Chairman: Commodore V.A. Parker RAN (R1d)

Wing Commander Wainwright: Sir Ronald. is it
not frue that one policy of Soviet maritime strategy
15 concerned with the projection of commercial
shipping power, namely a policy of subsidising the
cost of operating the general cargo fleet to enable
the Soviet merchant fleet 1o greatly undercut other
merchant fleets for commercial shipping con-
tracts, with the result that many western nations
are becoming more and more dependent on
Soviet vessels for their international trade. Given
this as a long-term strategy of the Soviet Union,
could you suggest what response is needed from
weslern nations to counter this move?

Sir R. Swayne: The answer to your first question
1s: yes, most certainly. The Red merchant navy is
part of Gorshkov's fighting navy, there is no doubt
aboul that at all. They share common training
facilities. They are heavily subsidised. It 1s very
difficult to say they are subsidised in our terms
because Russia 15 a prce-adminisiered
economy. They try and bunker in Russia at their
special domestic prices. They have very large
bunker capacity. They are victualled and stored in
Russia. They are paid very. very low wages
indeed but then of course, there is a very big
social wage in Russia: free electnicity and free
theatre and all that sort of thing. They are very
heavily subsidised. They are not ternibly efficient,
as | have said. | think their crews are good. from
what | hear. The ships do not seem 1o be very well
maintained. Bul they are an effective merchant
navy and they are able lo compete with us by
charging prices which are miles below ours.

| saw a circular from the Russian merchant
fleet's headquarters about their incursion inlo the
trade between North Europe and East Alrica.
They wanted cargo to and from there because
they were supplying the guerillas in Zimbabwe
with arms and equipment,

In fact, rather surprisingly, they actually told
me when | was in Leningrad that that was one of
the reasons. The circular said you can undercut
any western shipping rales by 25% without
relerence and in special cases you can go to 30%.
It you have to go over 30%. you must refer to
Leningrad. and it is unlikely that perrmission will be
withheld.
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So that was the sort of price competition we
were up agamnst. The other thing that | would like
to say about the Russian merchant navy is that a
change has taken place. They used lo always
pretend that all their shipping companies were
separate. They had the Baltic Steamship
Company, the Black Sea Company, the Far
Eastern Shipping Company. and so on. When the
longshoremen turfed them out of the United
States, the entire Russian merchant Navy was
redeployed in the matter of a fortnight. We saw
them all gradually moving into position, with their
best ships put into the UK, South-Eas! Asia trade.
attacking our trade to Jeddah and ther very good
class, (about 700 Twenty Equivalent Unit (TU),
container ships), from the Mediterranean to
South-East Asia. And a good class of ship was put
nto your lrade — the Australian trade — with the
Far East,

Those ships are now attacking those of us
who operate inthat trade. which are the Australian
National Line. Chinese. Dutch, ourselves,
Japanese. They have already captured very
nearly a quarter of the Philippine cargo and they
have seriously undermined the price structure in
the Japan-Australia trade. But to get this in
balance, | think | would hesnate to say hat they
are doing serious damage to us at the moment.

The Trans-Siberian Railway, which is under-
cutting the sea rates of freight by enormous
margins between Europe and the Far East, is
carrying aboul 20% of the cargo between Japan
and Europe. They had a setback last year
because again, with one of these wonderful
swilches, as soon as il looked as if there might be
aboycotton Iran or as soon as it appeared that the
situalion there was hotting up. they switched a
very large proportion of the capacity wes!-bound
of the Trans-Sibenan Railway from carrying
European cargo 1o carrying lraman cargo. That
has prevented them positioning conlainers 10
come back in the east-bound direction and
therefore in 1980 their carryings went down, Bul
the capacity of the railway is increasing all the
time and | have been lold by the gentleman whao
runs the orgamsaton which mounts this
operation. (Soyuzvesh Transil) that their ob-



jective was 50% of the trade between Europe and
the Far East. So, potentially, they are very
dangerous indeed.

As to what we can do about il, we know the
Japanese will not take any action until they see
Western Europe lake some action. My own
government, the British Government is. | think,
very ready 10 take action, probably in the form of a
quota. | think it is true too of the Dutch and the
Danes. The Germans are a little more hesitant
because lrade with Russia is very important 1o
them, and the French have always been rather
reluctant to do anything quite as overtly against
the Russians. But we have persuaded the EEC to
monitor their carryings. We have also persuaded
all the EEC countries to 1ake adequate powers 10
protect their own shipping if it could be seen to be
endangered.

The tinal step is the most ditficull one, and
that is to get all our governments to use these
powers. | am not totally despondent about doing
it but | think it will depend on whether relations
deteriorate further and how clear the perception of
a threat to our security from Russia is by all the
people in Western Europe

Mr Gaudry: Sir Ronald, in your address you
louched briefly on Russian intervention in Africa
as a further threat to olil supplies to western
countries. Would you be prepared to expand that
comment further to take account of Russian inter-
vention in Africa as a threat to very scarce
strategic minerals?

Sir R. Swayne: | am not really an expert on this,
but | do not think | said that intervention in Africa
was a threat to oil. | understand (but | may be
wrong here. and the people who are professional
defence people will correct me), that there are
launching pads in Ethiopia. They are using, or |
think it is the East Germans are using, Aden as a
base. Where | think you are quite right 1s 1n the
long-distance threat to very, very important raw
materials in Central Alrica, by the possibility of
Mozambique and Angola becoming surrogates of
Russia.

I am told by people who know Mozambique
well that this is very far from what President
Machel wants at the moment. But | do think that it
is terribly important for the west to support these
regimes. My own company, together with some
other shipping companies, is trying to help
Mozambique develop Maputo. as a proper con-
tainer port. And this is the sort of thing they need.
They could then have a railway from the east
coast of Alrica in Mozambique going straight
through to Zimbabwe and Zambia without going
through South Africa. which they have to do at the
moment. | think that kind of support is immensely
important and | think it is rather sad that the west
has not come more to the assistance of Zim-
babwe. You get rather frightening newspaper

reports about Zimbabwe. My own experience and
the experience of a lot of friends of mine who are
going there all the time is really quite optimistic; it
looks worse and sounds worse than it is.

Undoubtedly there is this threat 1o these very
important, strategic raw materials in the north of
South Africa, inthe Transvaal and in central Afnica
from Angola, with US Cubans and from Mozam-
bique if it were to fall into the arms of Russia as a
surrogate. | am really not qualitied to speak about
South Africa although | do go there reguiarly. It
does seem to me that it is frightfully difficult for the
west to frame their policy to South Africa because
by being too overtly friendly with South Africa we
are endangering our relationship with the black
countries, particularly Nigeria.

On the other hand. it seems to me absolutely
crazy that the South African ports and South
African strength is no longer solidly with the west. |
do not know the answer to that

Commodore Martin: You pamnted us a very
interesting picture, one which | am sure we all
believe instictively and want to believe and feel to
be right about the situation as far as world
merchant shipping is concerned. And we all see
why we should be better atiit, and not just because
of strategy. In this country, | am sure we would be
more efficient If much of our freight was moved by
sea instead of on the roads as it is at the moment.
But do you have any optimism about organised
labour allowing us in the western world to make
our shipping really competitive with that of the
Soviets?

Sir R. Swayne: Organised labour is jus! as hard
on the Soviels overseas as they are on the Poms
or the Germans or anybody else. | think one can
overstate this threat in the ports from dockers. It is
a most irritating part of the life of anybody
engaged in shipping that we have disputes in
Britain and in Austraha. But, you know, elsewhere
in the world we do not really have very much
lrouble. My ships, sailing in some of the cross
trades, never have a dispute at all although,
indeed, ports vary, We do not have any trouble in
South Africa. | can tell you that.

| think you can overstate that, | do not think
that is a threat. And our British seamen, went on
strike for only the third time in 81 years. last
month. | have absolutely no doubt as 10 their
loyalty if there was trouble.

Commander Jessurun: We often hear that as a
result of the Russians taking up so much of the
trade that we will be left without any ships our-
selves. If, say, as a consequence of a Polish
invasion, a ban was to be put on Russian ships,
could we take up the slack and what would be the
consequence 10 our economy?

Sir R. Swayne: We could easily take up the slack
if Russian shipping was banned, there is no doubt
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about that at all. In facl. it would be a httle bit
difficult in the trade between Europe and the Far
East to take up the slack if the Trans-Siberian
Railway was banned. So much cargo is moving
on it now, that if it was suddenly stopped, we
would find it very difficult to find the tonnage 1o
replace the los! capacity. | hope | have not
exaggerated the amount of actual volume
damage the Russians are doing 1o us. They have
done a lot of damage n various trades by cutling
rates very substantially to levels which are quite
unremunerative

So if the Russians were pushed out, you
would find that some rates of freight would go up,
and that would be very nice for the shipowners,
But | think it is not really to the advantage of
shippers in the long run for rates of freight and
pnces 1o be dniven down to a level where it 1s not
worth the while of financial institutions investing in
shipping. And thal is the danger

Rear Admiral Rourke: Sir Ronald, could you give
us your view on the weight this country should
place on having a national fllag carnier, in the light
of defence needs. and perhaps you might as-
sociate it with the incentives or abiliies we might
have to persuade allied liag carners lo continue
operating through what might be very troubled
waters?

Sir R. Swayne: | think the answer i1s yes, you
should have your own, This sounds rather patron-
1sing to say and | hope it does not sound it, but of
course you should have your national flag. You
are nevertheless mainly a trading nation, and |
think you will remain with a greater interest in
trading than in ship owning. And | think it is in your
inlerest 1o see thal shipowners are efficient and
do not charge 100 much. | think it helps to have a
national flag 1o do that. The two great difficulties
about operating under the Australian flag are,
first, that shipowners here get no liscal advant-
age. This is very unusual.

Our liscal advantage is that we can use 100%
depreciation (on iniial ship cosls) in the first year,
instead of getting it over the 12 years. That is
about average round the world for government
support for shipping. Itis nol much better and itis
not much worse in most of the marilime countries
It means you gel a free interest loan, really, from
the government. In Australia, | do not think that
there 1S any financial advantage at all and the
second disadvantage, of course. is your seafarers
unions.

It1s not only the fact that they do nol work very
long hours and they are paid very high rates of pay
and that they are thoroughly overmanned, there is
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also an actual difficulty 10 get them 1o do certain
lasks which other crews do quite happily and
which save costs ashore. So, one way and
another, 1t s pretty prohibtive employing
Australians. Now, it 1s no surprise 10 me that |
know your Auslralian Natlional Line has a greal
difficult in making an adequate profit, if a profit at
all. | do not know what you can do about that. It
seems 1o be an Austrahan problem

Mr Hayes: Sir Ronald. could | follow up the
second parl of Admiral Rourke's question, and
that is what is the readiness of international
carners 1o continue salling their ships n troubled
regions, potential conflict situations and emerging
military situations? How far and how long will
international carriers be ready to continue 1o
operale?

Sir R. Swayne: There 1s the owner's problem and
the crew's problem. The owner's problem is
solved by war risks insurance which 1s subsidised
by the government. Il is an insurance scheme
which a lot of countries are joined 10. | think the
Swedes, the Germans, the French and the British
and two or three other countries all belong 1o the
same war nsks insurance scheme. It is nol a
NATO thing. It is a sort of club. But it has been
going a long time. It 1s well-funded, and when the
Irams and the lrakis started shooting at each
other, provided your ship was ol the nght flag,
there was no problem at all. | mean. the ship was
covered for war risks, and at a comparatively
small premium. The premium on the market is
very high indeed, and it was jolly nearly pro-
hibitive. So it is a problem for some countries but |
think for most of the NATO countries, anyhow. itis
not a problem. So far as the crews are concerned,
| cannot remember any time when we have had
any trouble in getting the crews 10 go Into a
dangerous area. We had a ship up the Yangtze
when there was all that shooting going on, she got
stuck up there with the AMETHYST. We have had
ships in trouble in Indonesia and in the Gulf. of
course. quite a lot of ships actually got shot up In
the Shall-al-Arab.

The crews have been very good about this.
They want exira pay and my God, they deserve it
and | do not think any of us would deny them that,
It is usually done very quickly It is not so easy
though, where you have Chinese crews or over-
seas crews like Ellice Islanders, sometimes it is
not so easy o gel them to go to sea. But, on the
whole. | do not think people have had lrouble.
Commodore Parker: | am sure we have allhad a
very interesting discussion with Sir Ronald, and |
would like you 10 thank him in the usual way.



OPENING ADDRESS

by His Excellency the Right Honourable Sir Zelman Cowen, AK, GCMG, GCVO, KStJ, QC,
Govermnor-General of the Commonwealth of Australia and
Commander-in-Chief of the Defence Force

Two years ago | opened “Seapower 797,
which was the first national seminar organised by
the Australian Naval Institute. The seminar was
addressed by distinguished intemational and
national speakers, and there was a well-informed
attendance, and good and vigorous discussion.
The seminar attracted favourable comment.

After this interval, the Institute has organised
this second seminar on the subject of Australia’s
Maritime Defence and its Relation to Industry, an
important and substantial theme which reflects
the Institute’s continuing concern with matters
touching the national security, and with a specific
focus on naval and maritime matters. Such
seminars, together with the other activities and
publications of the Institute, serve the national
interest by inviting public attention to the dis-
cussion of important issues of public policy. and
presenting decision makers with ideas and
information which will contribute to the processes
of policy making.

Since the last seminar was held, | have
accepted with pleasure the invitation of the
Institute to be its patron. And | can report that in
this period | have taken par in a variety of naval
and maritime occasions. Early las! year | re-
dedicated OXLEY to the fleet; she was the first of
our submarines to be re-equipped and refitted
under the submarine weapons update program.
This complex program was first conceived some
years ago, and in the case of OXLEY took a little
more than two years. It gives her a substantially
improved capability, and other submarines will
follow her in the program. A little earlier | visited
the North Queensland Engineers and Agents,
where the patrol boats of the Fremantle class are
building. Then, as husband of the launching lady, |
attended the ceremony at Carrington’s slipways
when TOBARUK, the Navy's new amphibious
heavy lift ship was launched, and we hope to be
present very soon at her commissioning. All of
these events relate to the concems of this
seminar. And so, too, in a historical sense, did my
visit to Garden Island to take part in a service and
to unveil a memorial window commemorating and
honouring the BATHURST class corvettes of
World War Il. They were built in Australia as part

of the wartime shipbuilding program, and sixty,
including four for the Royal Indian Nawvy, were
built. The task was underlaken by Australian
shipbuilders with great success. Shipyards like
Evans Deakin in Brisbane undertook shipbuilding
operations for the first time in 1941, andwentonto
build eleven of these corvettes in record time and
lo the highest engineering standards. Other yards
which were involved included Morts Dock,
Williamstown Dockyard, Cockatoo, Walkers of
Maryborough (Queensland), Poole and Steel of
Sydney and B.H.P. in Whyalla, It was a notable
performance and the ships pertormed well under
severe tests.

| was briefly at sea in MELBOURNE and
PERTH when they were exercising off Jervis Bay
last year. | had a brief view of Kangaroo lll. | have
flown in an Orion of No 11 Squadron at Edin-
burgh, and that points to surveillance responsi-
bilities of the Air Force and the Navy which are
enlarged by the proclamation of the Australian
Fishing Zone at the end of 1979, and which are
enormous in their range. | was flown by helicopter
to Halibut, the major rig in Bass Strait, and the
siting of that rig and the pipeline reminds us of a
vital lifeline of this nation, in need of unceasing
and vigilant surveillance and protection.

This account, looking back into history, and
also concerning present activities and issues,
serves, | hope, to say that | am well aware, if not
very perfectly informed, of matters associated
with the subject matter of this seminar.

Australia and Australians have had a
concern with maritime defence for a long time.
The govemment of the Colony of Vicloria
acquired the CERBERUS in the 1860's; thal
reflected a concern for local naval defence of
settlements and ports agains! possible raiding
ships. The colony and other colonies acquired
some maritime force for this purpose. In the
1880’s there was intercolonial discussion for the
purpose of augmenting the British squadron in
Australian waters. This was carried into a broader
intercolonial conference in London which dis-
cussed the provision of additional ships, issues of
payment and issues relating to the stationing of
such ships. And early in this century, in the
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important Impenal Conference of 1907, after
federation, the ground was laid for the establish-
ment of a Royal Australian Navy. Out of that, as |
lold when | attended the seminar in 1979, came
the occupancy by the Govemor-General of
Admuraity House in Sydney as his official resi-
dence there. The British Admiral moved out in
1913, and my predecessor of the time moved in,
and, in due course, | followed. But | must not go off
on such a frolic; let me say that the point of this
very brief recitation of history is 10 draw attention
to a conlinuing Australian concermn with maritime
defence, and 10 a growing appreciation of the
need for increasing self reliance.

At the 1979 seminar | referred 10 Dr Millar's
then recent book, Australia in Peace and War, in
which he said that a map of the world centred on
Australia shows it 1o be the most isolated of the
continents, almost surrounded by oceans and
with only a thin, broken chain of islands to the
Asian mainland, aimost 3,000 kilometres distant
He pointed to the difficulties in providing a
comprehensive defence of Australia’s territory
with 20,000 kilometres of coastline, difficult even
1o keep under aenal surveillance, let alone protect
by continuous defence. And as post-war history
shows, Australia has been directly involved in
military activities in its region. We are, | believe,
well aware of the soundness of what Admiral Lord
Hill-Norton said, and not for the first ime, in a
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seminar on Australia’s Place in Western Defence
Strategy lale last year, that economic survival of
the free world depends absolutely on the freedom
of seabome trade. Lord Hill-Norton pointed out
that for many years we had relied in great
measure for protection against invasion on more
powerful friends; he said that there was a per-
sisting belief on the part of some, anyway, that
‘someone will bail us out’. And he said this:

"N is important for them, and for all of us,
to remember that military feasibility and
political possibility of Australia’s fnends
10 do this 1s much dirmnished in the world
of the 1980’'s while at the same lime the
real threal has come much closer to
home.

"I would remind my many Aussie
friends ol some words of Captain
Stephen Roskill who wisely said. ‘as
long as the mercantile and fRafilime —°
traffic of a nation is chiefly seabome, the

loppage of that traffic will be a strategic

oLy ffzeleen of great importance’. Surely that

cannot be denied in Austraha, or indeed
anywhere eise.”

This ponts 1o the need for appropnate
response; it also underiines the need for self-
reliance. And this has been underlined by
Auslralian defence leaders. In July 1979, Admiral

His Excellency addressing the seminar.
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Sir Anthony Synnot wrote that:

“"We Australians must take the primary

responsibility for our own security. Such

a policymeans thal our defence force

must have a significant degree of self-

reliance. By this | do not mean self-

sufficiency, because such are the

implications of modern military tech-

nology that this is practicable now only

tor the super-powers. Our self-reliance

should give us a capability to operate as

a unified Austrahian force with its own

logistics, supported by a repair and

modernisation capacity.”
Not long before, in an article in The Australian
newspaper, the then Secretary of the Department
ol Defence, Sir Arthur Tange. had said that:

"The best contribution to Australian

self-reliance is to be able, at an accept-

able economic cos!, to have the main-

tenance, support and replacement

capability in Australia itself — in its

tactories, in its dockyards and its service

industries, such as computers.”
Sir Arthur pointed out further that “there is a point,
admittedly difficult to define, at which the cost to
the peacetime economy is not acceplable .

The costs and the demands are very heavy.
On other occasions, | have quoted more than
once from an address in 1979 by Admiral of the
Fleet, Sir Terence Lewin, then Chief of the Naval
Staff and First Sea Lord, on The Royal Navy,
Present Position and Future Course. in which he
pointed to changes over the forty years of his
naval service dating from the beginning of World
War Il. The succeeding forty years. he said, have
seen a rate of change in maritime warfare greater
than the previous thousand, indeed greater than
at any time in history. The illustrations he gave
were all of a complex and immensely costly and
rapidly changing technology. And at this seminar
in 1979, | quoted from a stalement by Admiral
Hayward of the United States Navy on The Impact
ol Technology on Strategy. He spoke of the
critical importance of technological leadership,
which depended on a continuing research and
development push into the broader spectrum of
all of the sciences. In the specific context of
seapower he said that “the power lo use the seais
now and will be in the future dependent on our
technology and our use of it in modern weapons
systems at sea” This holds good for Australia as
for the United States; our problem in the
acquisition of the technology is a rather different
one, having regard 10 our resource, The costs
involved in the acquisition ol the technology and
its products are massive.

All of this points to the importance of this
seminar and the issues it will traverse. It s
organised in such a way as to invite the views of

authoritative speakers on intemational and
regional aspects of maritime defence, shipping
and communications, in pointing the way to a
formulation of Australia’s maritime defence
needs. Thal sets the seminar on its course, and
what will follow will be a consideration of the
industrial  Infrastructure on which maritime
defence must depend. The speakers will provide
a background against which the present cap-
abilities and the way ahead for maritime defence
industry in Australia can be approached.

I note a recent anticle on Industrial Support for
Maritime Power in the Institute’s joumal by
Lieutenant-Commander Hazell in which, referring
to the statements by Admiral Synnot and Sir
Arthur Tange, which | have quoted, he sum-
marises the requirement for industnial support of
military power in Australia in terms of indigenous
re-supply of logistics, indigenous maintenance
and repair capability, indigenous modernisation
and replacement capability, and largely overseas
sourcing of technology for acquisition of new
equipment. While the fourth requirement could be
regarded as not essential lo the sustenance of a
capability to exercise maritime power in a conflict
situation, the three former requirements must be
considered as necessary elements of a sell-
reliant industrial support infrastructure. He makes
the important point that the industry of any country
will be in a very poor position to effect the timely
replacement of equipment lost due to battle
attrition if the requisite industnal skills,
experience, management and the like are not
maintained in peacetime. The exercise of
seapower, even at modest levels, rests upon an
industrial base furnished with skills, technology
and capacity sufficient to provide running support
for the ships, aircraft and weaponry involved.

It happens that this opening lakes place after
some distinguished batsmen have already gone
to and left the wicket, though the language of
metaphor should not suggest that they are oul
The reason is my own program which has pre-
venled me from coming earlier. Perhaps this
should be styled intermezzo rather than opening. |
look forward to hearing the address by Lord Hill-
Norton, to whom | have already referred; |
welcome him and the distinguished overseas
visitors who have agreed to participate in the
seminar. There are also distinguished Australian
participants drawn from many areas: the services,
industry, academia, and from politics, and we
shall hear their contributions with great interest. |
congratulate the President and officers of the
Australian Naval Institute on their planning and
organisation of this seminar, and | express the
hope that it will generate active discussion, and
that it will make a distinct contribution to the
understanding and resolution of issues of great
importance to this nation.
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INTRODUCTION OF KEYNOTE
SPEAKER

by The Honourable D.J. Killen, MP, Minister for Defence.

Mr President, your Excellency, your Excel-
lencies and ladies and gentlemen. Sir, pre-
sumption is something that | regard as a sin,
although it is not always identified as such. And. at
the risk of sitting in a hitherto undiscovered field
and adding to the massive explanation that | will
be required to give, may | presume to say that
your whereabouts this moming will be a matter of
public knowledge tomorrow when the vice regal
notes are published. And, as a consequence, |
would presume to say on your behalf that you
were involved this moming at lunchtime attending
a Naval engagement, namely a meeting of the
Carbine Racing Club in Sydney.

That, of course, is perfectly true, as |
reminded our distinguished guest at lunch, that it
was left to an RN Admiral Rouse to devise the
weight-for-age scale, and for those who scorn and
scoff al conservatism, that weight-for-age scale
has remained unchanged down through a century
and a half. But, sir, itis rarely | get the opportunity
before a distinguished audience such as this to
pay tribute to you for the concemed interest you
show constantly in the Services of this country.
We are all grateful. | have the honour to have the
ministerial responsibility. Your role as Com-
mander-in-Chief 1s no mere formality, and to
those of us who have the opportunity of seeing
you in so many parts of this great continent
looking at the Services, questioning, advising,
graciously and warmly, we are indeed grateful
And may |, on behall not merely of this gathering
but on behalf of those who serve in uniform, thank
you most warmly for what | describe as a con-
cemed and constant interest.

It is my pleasure to introduce our distinguish-
ed guest. | would like to say to you. my Lord, that
since you were last in Australia that politics here
have been taken to a new state of tranquility. But |
understand some turbulence has appeared at
home. Well, | do not know, but | suppose we can
sort things out by some exchange. But itwas leftto
an Englishman who came here, a captain of a
cricket tearn who said “There's nothing very much
wrong with Australia. It is spoilt by two things: the
climate and the people”,

But, my Lord, since you were last among us,
and you are no stranger, you now sit in the House
of Lords. There are people in this country who for
more than a quarter of a century who have been
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translating me here and there. | wouid not like to
give away too much, | have an earnest ques! for a
quiet place in heaven, but | envy you enormously
sitting in the House of Lords. It mus! be quite one
of the mos! civilised debating chambers left in
existence and may | say in utter seriousness the
most informed debate | read on Afghanistan was
in the House of Lords. But on that count. my Lord, |
should explain to you that | gathered tor myself an
explanation from reading a debate in the House of
Lords regarding the test laws, when the Earl of
Sandwich, a name well-known, of course, in
England, complained 1o one of my lord bishops
that he did not understand the difference between
orthodoxy and hetrodoxy. “'Oh’” said the bishop.
‘orthodoxy 1§ my doxy, hetrodoxy IS your doxy'

Sir, in your distinguished career, you have
held many commands, and to read the com-
mands you have held s indeed a singular
indication of your own personal accomplishment
and of your own personal involvement over many.,
many years. | am sure it would be not regarded as
impertinence on may part if | were to single out
one of your commands which | suspect gave you
great pleasure, and that s when you had the
command of Ark Royal. A famous name with a
sweep of accomplishment of those who served in
ships bearing that name, their exploits, and the
quiet women who waited at home. But the motto
of that ship “zeal has no rest” seems to me to
epitomise your present state of retirement. “Zeal
has no restl”, because loday you are involved,
heavily involved, in Britan and Europe and
around the world, cautiomng, encouraging,
persuading — and for what end, to understand.

For people, for those who sit in parliament to
understand that there remain great causes yet (0
be served. Peace has her splendid virtues and
blessings, but she also has her dangers. Men and
women can be persuaded to believe that the
precious estate of liberty requires no attention and
no nourishment, You, my Lord, by your presence
here in this country today, you remind us of the
substance of that; thal we do need to nourish and
to attend to the greal estate of liberty. It is my
pleasure, ladies and gentlemen, 1o welcome 1o
Australia, to this seminar, one of the distinguished
Britishers to come here, one of the great servants
ol peace and liberty in this world, Admiral of the
Fleet, the Lord Hill-Norton.



AN INTERNATIONAL VIEW OF
MARITIME DEFENCE

by Admiral of the Fleet, The Lord Hill-Norton, GCB

Introduction

The Communist threal is now global. and at
long last people in the democracies are beginning
lo realise it. | and others have been saying so for
years, and the Soviet leaders have constantly and
publicly proclaimed that therr aim is the domin-
ation of the world by Communism — and they
mean their own loathesome brand of it. Over 100
million unfortunate people in Eastern Europe
have been brought under their heel, and the rest
of the world appears ready 1o let the Breznev
Doctrine run. There can surely be no doubt after
the events in Angola. Ethiopia, Somalia, the
Yemen, Vietnam, Kampuchea and now Afghanis-
ltan, where the same objectives have been
achieved, by naked force. that the global threat
must be met, challenged and deterred on a global
basis, unless the process is 1o continue until their
aim s achieved. It seems to me that this must be
the point of departure for any consideration of
Western, and also Australian, strategy and also of
how best each can support and complement the
other.

I know of no informed observer who would
dispute this general view, and | would go further in
selling the scene for my address to this seminar.
The continuing acquisition by the Soviets of highly
capable 'out of area’ ships could well presage a
more aggressive policy, even the acceptance of
some risk of limited conflict at sea with NATO, or
Western, maritime forces which (in their judge-
ment at any rate) would be unlikely to trigger
either general land-air war or a nuclear exchange.
Fleet Admiral Gorshkov has shown that the free
world is very vulnerable to a strategy of sea
denial, which for the West — and its like-minded
friends — could include harrassment and positive
interdiction of the energy and trade routes in the
Arabian Sea, the Indian Ocean and the Cape
route and the South China Sea and the Paciic:
For NATO in particular the cutting of the Atlantic
Bridge and the isolation of the weak and vulner-
able Norwegian and Aegean flanks.

We already have hard evidence of the Soviet
determination to exploit all their maritime assets,
as Sir Ronald Swayne has jus! so eloquently told
us, their enormously expanded merchant fleets
which exert persuasion and economic pressure
on all the trading nations of the tree world. It is

common knowledge that this merchant fleet is
already under cutting shipping conference rates
by 50% or somelimes moré, and that same fleel
has no real role in the essenlial trade support of
Mother Russia. Thus there can, surely, be no
other logical explanation for both these vessels,
and their continuing acquisition of a maritime
power projection capability which now includes
aircraft carriers, amphibious ships and a large and
reasonably efficient Fleet Train, than a deter-
mination to dominate the oceans of the world.

| might round off these rather lengthy intro-
ductory remarks by sketching very brielly the
other, and more encouraging. side of the coin,
First, as | indicaled at the outset, the penny really
does seem at last to have dropped among the
NATO Allies that a threat at least as grave as that
in Central Europe is now plainly visible outside the
NATO area. | should say at once that | do not think
that the Alliance is ready, and perhaps never will
be ready, to expand its present Treaty area, but |
do believe that the non-maritime Allies will be
quite ready to give credit and support to those
members who can deploy appropriate forces o
deter the global threal. Moreover the Nixon
doctrine that "Uncle Sam will help those who help
themselves’, has been refined and restated since
his day, and it seems clear enough to me that the
Reagan administration is determined to confront
and deter maritime threats wherever around the
world they may appear. This will be in as much a

THE SPEAKER

The Lord Hill- Narton served i the rank ol Admiral of the
Fleat tor over six years, tirst as Chiel of the United
Kinggom Defence Statt and then as Chairrnan al the
NATO Miary Commmee Immediately pnor 1o this
promobtion he served as tull Admiral successwvely as
Vice Chue! of Ine Naval Statt, Commanaer in Cruel of all
Briish Forces in the Far East and as Fus! Sea Lord and
Crwet of the Naval Stalt Since retinng in mid- 1977, Lo
Hill-Norton has published. in June 1978 s accoum of
the poltico-military realiies of NATO. under the it of
No Soh Optons | and has since writtan axtensivaly on
mantime atfars He broadcasts on telovison and rad
on a wide vanaly of defence lopics His seven-pan
television senal on Sea Power. tor Ihe BBC. was
broadcas! in tha UK in February and March this yoar
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political manner as military, and was neatly ex-
pressed in a letter to the London Times six weeks
ago which said:

“There are no imperialistic designs by

the West, but, on the contrary, the new

American Admimistration plans to treat

the countries of the Third World not as

mere recipients of Western pittances but

as responsible sovereign states . . .

there will be a normal element of recipro-

city . . . no longer will the beneficiaries of

Western aid be able 1o bite the hands

that feed them . . . from now on a political

quo will be expected for the economic
quid. This is just common sense.”

It seems to me, in the context of our Seminar
here, that these are wise words; and if this view
prevails it can do nothing but good in helping all of
us to decide who are our friends, and who are not.
This is an essential pre-requisite to the formu-
lation of a positive policy and strategy to meet
what | have twice already described as the inter-
national maritime threat.

The Objective

Let me turn to objectives. We must look at
once, against that background, at the objectives
of the Soviet Union on the one hand, and those of
the democracies on the other, if we are to be clear
about the total defence scene. In doing so we
should, obviously, start by deciding what each
side has at risk, and proceed from there to
examine, and form an objective view, on whether
the military means available to each side are
adequate to achieve those operations.

To consider, then, the objectives of both
sides, which in itself would be a study of some
magnitude and detalil, it can fairly be asserted that
naval warfare is today (and probably always has
been) about control of sea-borne lines of com-
munication. This lies at the very heart of what will
be fought for in any future war at sea. Yet we run at
once into the seeming paradox that never has the
ability of either side to command the sea been
less; and the best that each can hope to achieve is
command, or denial, of certain parts of the world's
oceans, for a limited time. Is this enough for either
side lo achieve their aims? It may well be so,

Those same oceans are of infinitely more
importance to the West than they are to the
Soviets, because it is along Conrad's great
highways that their energy. raw materials and
much of their food, travels lo North America and to
Western Europe in peace; and their manufactur-
ed products in the opposite direction. Any inter-
ruption of that truly vital trade would bring their
industry (and not just their Defence industries) to
a halt very quickly, as well as making all their
peoples cold, and dark and hungry. To give some
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perspective to this assertion, by way of just one
example, over one billion lons of crude oil were
imported into NATO countries by sea in 1978
alone. In military terms it is the integrity of the
‘Atlantic Brnidge', for the supply, reinforcement,
and re-supply of Europe from North America upon
which the whole of NATO's deterrent strategy
depends — and both sides know it. This, very
starkly, is what the West has at risk, and from
which, broadly and simply, their primary objective
can at once be discerned. and is no more, nor
less, than a quite over-riding necessity to keep
those highways and that bridge open to traffic in
both directions. The Soviets, by contrast, have no
such need of sea-borne trade either for their
economy or for their war-machine. Certainly they
have built a huge merchant fleet, which is
increasingly used today as a powerful economic
weapon against the West, and has already been
used as rather more than merely a convenience
for the logistic support of their military ventures by
proxy in Africa, Arabia and the Far East; not to
mention its use for the transport of such grain and
other commodities as the Wesl sees fit lo sell
them. But if all their merchant fleet remained
permanently in harbour it would make no percept-
ible difference to their ability to prosecute a war —
either at sea or on land. So here, 100, their primary
objective can be readily perceived, and also
amounts to no more and no less, than to cut the
sea borne lanes of communication upon which
the West so critically depends.

To what extent, we must now enquire, does
each side possess (or lack) the means of achieve
these simply stated, but crucial, objectives? Are
there other objectives of either of the super-
powers, which, while not central to therr
respective grand designs. bear hard enough
upon the size and shape of their maritime power
to alter its thrust?

It is, indeed, in seeking the answer to the
latter question that Gorshkov has fashioned the
Soviet Navy in the last 25 years, so that it has also
become a suitable instrument for answering the
former, though some of its strengths and weak-
nesses in either role will receive attention shorlly,
The same cannot be said of the NATO navies,
which for nearly two centuries have remained
much the same shape, though their size has
grown and diminished during that long span. as
crises have ebbed and flowed. Itis highly relevant
to ‘'what might happen' that we stand at a moment
in history, when, though their objectives remain
very much the same and the threat has enor-
mously increased, both the Royal Navy and the
United States Navy, the pre-eminent Allied mari-
time powers, are smaller than they have been for
a generation

It is possible to examine maritime capability
and evaluate it in a host of ways, but in the broader



context of whether the power of each side seems
adequate, not only in their own eyes but in those
of their adversaries, 1o achieve the fairly simple
objectives just set out, a careful look must be
taken at how the respective fleets (in the old and
widest sense of that term) have evolved., This
must, of course, flow from the broad politico-
military policy of the State, but can be given form
and substance for scrutiny in terms of material,
such as ships and aircraft and their weapons, and
in the much less tangible but equally important
area of aptitude, for what Churchill called 'the sea
affair’,

Neither in the time of the Tsars, nor that of the
C.P.S.U., has sea power been more than
marginal to Russia's strategic needs until they
had a global navy. but once this was achieved a
host of new options opened, and these, in tumn,
have had a measurable impact on both the size
and shape of the Soviet fleel, and thus upon their
ability to achieve their aim. This ‘chicken and egg’
situation of policy and the means of executing it, is
there for all students of almost any historically
continuous enterprise 10 see, and the acquisition
of the British Empire and its recently completed
dismantling is an excellent example.

The means available

Let me look at the means available in the way
I have just said. There is hardly any doubt that the
Soviet submarine fleet is formidable by any stand-
ards. Not less than 300 of these vessels, of which
nearly one third is nuclear-powered, are now
deployed. and one may reasonably compare thal
number with the 50 much slower, shallower,
diesel-electric submersibles with which Grand
Admiral Doenitz started his assault on the Atlantic
Bridge (or lifeline) in 1939. If we reflect on what |
have just described as the primary objective —
indeed the secondary objectives too — of the
Soviel Navy. it must be seen that in their sub-
marine arm must lie their gravest threal to us, and
the greatest hope of success for them. It is
therefore rather strange that possibly the most
obvious weakness of the Soviet Navy is In anti-
submarine-warfare. It is generally held by objec-
tive observers that they are well behind the West
In this field, which must bear considerable weight
in the balance we are attempting to strike, though
there can be no room for complacency in this — or
any other maritime — matter when the speed of
Soviet technical advance in so many other fields
is borne in mind.

Another element to be considered when
seeking to establish the extent to which the Soviet
Navy can achieve its aims, is that of maritime air
power. Until their large aircraft carriers are proven
in service, which will not be for some time yet, they
have relied on their very large shore-based naval
air arm, and whether their carriers are successful

or not, they will inevitably continue to do so. This
large force has demonstrated its ability to cover all
those seas and oceans through which the West-
ern lifelines pass, and the aircraft are lavishly
equipped for maritime reconnaissance. and
equally well armed for offensive anti-ship
operations. There is no comparable shore-based
maritime air power in the West, and as has
already been noted, Allied aircraft carrier
numbers have seriously declined. Nor should the
constantly orbiting radar ocean reconnaissance
satellites, against which there is at present no
counter, be left out of the tally of Soviel strength.

So much for the material means available to
them for achieving the objective of interdicting, or
finally severing, the arteries which carry the trade
of the democracies around the world. As stated
earlier, the ‘chicken and egg' acquisition of a
balanced global naval power made possible the
expansion of their overseas objective of a com-
munised world. The truism that trade follows the
flag was digested and applied with no less
readiness and enthusiasm, than the pursuit of the
parallel notion of making friends and influencing
people by a naval presence, which lay at the heart
of the success of the Pax Britannica to which Sir
Ronald Swayne has referred for virtually the
whole of the nineteenth century. Cynics may say,
and with some truth, that neither the British nor
their Soviet successors have made many friends
in this process (though it is possible to hope that
the British were exporting something a good deal
less damaging and dangerous than Commun-
ism), but there can be no shadow of doubt that the
world wide influence of a globally deployed navy
is hard to over-estimate. It has depended his-
torically on a very broad spread ol naval presence
and was and is enhanced, perhaps obviously,
when thal presence includes large surface ships
such as those which have been added. and are
still being added, to the Soviet fieet. So it may be
asserted with confidence that attaining this sub-
sidiary objective lies well within the means of the
Soviet Navy already. It is, lhat said, an arresting
thought that it was very likely the process of de-
colonisation by the Europeans, starting in the
1950s, which provided the trigger and the oppor-
tunity for the C.P.S.U. to start their colonial — or at
the least surrogate — expansion, and that it was
then that the need for a global navy as the
optimum means to that end was finally foreseen
and adopted. At least, now that the job has been
largely done, there is no question but that this
impressive maritime force is seen by the Soviets
as an instrument of policy, being able to threaten
war, being able 1o conduct limited operations well
below the threshold of general war, being a
negotiating chip in diplomatic exchanges, and in
general adding to the dignity, status and strength
of the Soviet Union.
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It we may turn from the broad sweep ol Sovie!
macho politik, and from the langible ships and
aircraft and their weapons systems as a means of
making it good, lo the aptitude of the Soviet sailors
for a war at sea, a less impressive, and corres-
pondingly less daunting, picture quickly emerges.
The Russians have certainly had a long naval
tradition, but it is not bred in the bone of that vast
country, where only a uny proportion of the
population has ever actually seen the sea. The
Bear has been, and almost certainly still is, a land
animal even if, as it is now fashionable in naval
circles to say, he has leamed to swim. It must be
supposed, on grounds of age alone, that none of
the officers and men in the Soviel Navy have ever
been in action al sea: and for those still in the
business al the lop, their memories of the ultimate
test of aptitude can only be ol therr disastrous
failures in the Second World War It must be
common ground, certainly among professionals,
that there can be nc substitute for combat ex-
perience, however thorough and well planned
peace lime lraining, even in major exercises, may
be. For this reason alone it is nol to err on the side
of under-estimating the opposition, to assume
thal the performance of the Soviet fleet, whether
deployed in task groups or in single units, will fall
short of that of the Allied navies with a much more
recent (for example in Korea and Vietnam) and a
much more successlul, track record over many
years,

It 1s tempting to venture an opinion on some
of the other intangibles connected with the man,
dangerous though such speculation on so grave a
matter may be. The available literalure suggests
that Soviel leadership at sea — which requires
very different qualities 1o thal on land or in the air
— may well be suspect, and will aimost certainly
react less well and recover less quickly when
events do not go according to plan. If this be true
{and in my view il is almost certain to be so) itis a
fortunate historical fact that hardly any battle has
ever gone according to plan. We may. perhaps,
leave this short survey of whether the Soviet Navy
can achieve its aims, with the means available to
i1, there for the moment.

To urn at once and examine the other side of
the equalion is, by now, a somewhat shorter and
simpler task. The terms in the equation are similar
in nature, if opposite in sense; our own objeclives
are In many respects more straightforward. our
strengths and weaknesses are better known, and
much has already been said, or implied, in the
scrutiny of Soviel capability, as, for example, in
discussing briefly the aptitude of their sailors. The
attempt to put some similar flesh on the bare
bones of whether NATO has the mariime power
to meet its primary objective of keeping the
Allantic Bridge open, and more generally whether
the West is capable of keeping Conrad's great
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highways open, must nevertheless be made,
before we come to ‘what will happen’ should it
unhappily. be put to the ultimate test of war

It is necessary, belore looking more closely
at whether the size and shape of Weslern navies
are apt for this purpose, 10 deal with some theo-
logical undergrowth which is rather confusing —
indeed dangerously musleading — until 1t 1s
cleared and put in sharper focus. This is particu-
larly relevant to any companson of numbers, and
thence to the ratios which should lead to success
in either offence or defence in a martime en-
vironment, because the effects of both those
factors are quite different to similar compansons
in a land-air campaign.

The numbers game

To deal first with the numbers game, it canbe
said at once that it is at sea. and only al sea, that
the West today is in the broadest sense slill
superior 1o the Soviets. despite the constant pre-
occupation — amounting almost (o hypnosis — of
the European Allies with the land-air balance in
their Central Region, It is undoubledly more
difficult to compare numbers on, over and under
the sea in a meaningful way, partly because lypes
of both warships and their offensive and defen-
sive weapons differ more markedly than they do
on land or in the air. and partly because the
influence of the langibles and intangibles 1s much
more pronounced al sea. Il 1s generally accepted,
as a base line, that the NATO nawvies together
outnumber lhose of the Soviets (and even those
of the Warsaw Pact. for the Polish and Eas!
German navies are far from insignificanl). A
detailed catalogue would not contribute much to
an understanding of the whole maritime balance.
but the tonnage of NATO navies 1s a good deal
greater, they have at least six limes the number of
attack awrcraft carners, an advantage of perhaps
one and a half imes in numbers of ships of Ingate
size and above. On the other hand the Soviet
Navy has rather more nuclear powered altack
submarines and at least five limes as many
diesel-electric submarines (though many of these
are obsolescent), and about ten times more land-
based mantime aircraft, with a similar ratio, in
reverse, afloat. Finally, and merely lfor the record,
the number of sailors deployed in the maritime
balance shows a ratio ol about seven to four in
favour of NATO. If these ratios are then re-
calculated 1o include the nawvies of like-minded
democracies of the world, as for example, Japan,
Auslraia and New Zealand, South Alrica and the
South Americas, lhe balance of men and matenal
on a straight head-count, tips even more clearly
against the Sowviets, It musl, of course, be under-
stood that the United States Navy is the back-
bone, and by far the greatest strength, of the
Allied (and Western) naval order of battle, and its



actual and future power requires some qualili-
cation, as will be shown shortly. The simple
numerical comparison may be rounded off with a
feature of some surprise, in the light of all that has
been observed and written about the astounding
expansion of the Soviet Navy in the last 15-20
years, and is that the rate of construction of all
types. with the sole exception of nuclear powered
(and nuclear armed) submanines, inthe Allied and
Western navies has been, type for type, broadly in
line with that achieved — at unparalleled eco-
nomic and social sacrifice — by Gorshkov. It has
been calculated. however, that on present trends
(and unreplaced obsolescence is possibly the
most important) even this basic numerical
balance could have shifted markedly in favour of
the Soviets by, say, 1995 — and this could well
have a strong influence on 'what might happen’.
To add an essential gloss to this excursion
intc numbers, due account must also be taken of
the ratio of offensive to defensive forces in naval
warfare. It has been established for many years
that in a land-air war in Europe an attacker (or
aggressor) must be able to count upon a general
superiority of three to one in men, and all the
engines of war they man and fight, to have any
real confidence of success. This ratio, commonly
known as the Liddell-Hart factor after its first
propounder, can obviously be varied up or down
by surprise, or concentration, greater skill, better
weapons, better leadership or tactics, and other
variables mostly intangible; but hardly any of
these apply at all, and those that do have much
less force, at sea, because the 'batllefield is
infinitely larger, is three rather than two-dimen-
sional, and has no boundaries, natural obstacles
(except the land), nor advantages of terrain. So
not only does the Liddell-Hant ratio have no
relevance to the war at sea, but the entire
operational experience of both lhe first and
second world wars has conclusively shown that it
is actually sharply reversed. and that the defence
of shipping requires much larger forces than
those of the attacker. No comparable rule of
thumb ratio has evolved which is of general
application, partly because of simple geography,
and parlly because the control or denial of
particular sea areas may be hindered or helped
by varying surrounding circumstances such as
proximity to bases, or staging posts, the depth of
water which makes submarine and mining ope-
rations more or less feasible, the avallability of
shore-based air power, and a number of others.
Some 'feel’ for what this startling (and tor the West
rather alarming) reversal of the olfensive/
defensive ralio means in practice, may however
be deduced from the level of current deployments
in the Indian Ocean. This has stabilised over the
last year or so, and in round figures some 55 Allied
ships have been deployed to maintain what is
considered to be adequate power to deter or

contain the 27 ships normally on station in the
Soviet Indian Ocean squadron.

Is the threat Real?

I do not need to remind this distinguished,
and fairly specialist, audience thal the by-now
widely accepted definition of the Threat — any
threal, not just a military one — Is generally
agreed o be a compound of capability and in-
tention. | would ask you to bear this in mind during
the course of my remarks, in the sense that | shall
attempt to describe what is, in real terms, the
Threat we face in the democracies to our way of
lite. Please also bear in mind that such a threat, in
the last two decades of this century, is bound to be
a compound of military, political, and economic
elements because il is no longer possible — if,
indeed, it has ever been — to separate them,

Before attempting to give you my views on
Soviet capabilities and intentions | should like to
draw a fairly sharp distinction between our ability
lo perceive each of them. | have found frequently
in recent years, and among all sorts and kinds of
people, what strikes me as a strange failure to
appreciate that lhese two components of lhe
threat are of quite different natures. What I wish to
get across at once is that capability is a matter of
fact, and intention is a matter for speculation.
Capability, certainly military capability, is now
measurable in a variety of ways with very great
precision. Itis, | am sure, no surprise to any of you
to hear that reconnaissance satellites can now
accurately photograph things as small as a Mini,
much less a tank or a lank transporter, or a
combat aircraft, or an ordnance depot. tactory or
shipyard — and so on. So we can now know, and
know precisely, the size and shape of all these
ingredients of military power.

Intentions, in stark contrast, are in the mind.
We do not know what are the intentions of the
Soviet leadership. It is doubtful if even all the
members of the Politburo know them, Even if we
did know them, because they are in the mind, they
can change and do so over-night, and it is likely, if
not certain, that either through the due process of
age, or the less predictable process of political
evolution, the present intentions of the Soviet
leadership will change in a period measured in
months rather than years. By contrast. because it
takes somewhere between 8 and 10 years to
develop and produce in quantity new weapons
systems, military capability simply cannot change
quickly, and absolutely certainly not over-night.
Thus | hope you may agree with me that our
counter to the threat, in fact the Defence and
Overseas policies of the free world. will be more
soundly based on the facts of the capability which
we face, than on the assumed intentions of those
who now control it. | have no personal doubt that it
will always be wise, and certainly prudent, to
remember that speculation of this nature can
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never be more than that, and also that in a climate
of endless talk about detente and a widespread
longing in the democracies for a quiet life, such
speculation 1s almost bound to err on the side of
over-optimism. So | hope that you will agree with
me hat there is, indeed, a threat and that it is very
real.

How can the threat be contained?

Were it not for the lamentable and wide-
spread ignorance of the considerations so far
rehearsed, it might seem superfluous to make the
point that the very first step to take in deciding how
10 meet these grave potential dangers to the mari-
lime trading nations, is to realise that they actually
exist, There is no evidence whatever to suggest
that any constructive thought has been given by
Waestern Governments to the threats which have
been described, on a joint basis. Even within the
well-organised management of NATQ atfairs the
collective focus on maritime affairs is still— and to
some extent al least. properly — given to the
reinforcement and re-supply of Europe in imes of
tension or actual hostilities.

The threat is miles away from the North
Atlantic, but once the democracies are seized of
the realities and possibilities of this historically
ancient form of power politics, surely there can be
no reasonable doubt that they must, above all,
work lowards and insist upon political cohesion in
a general respect for mantime law and order
worldwide. in agreeing upon the general rules
which mus! govern the great ocean highways
and, where this is found to be necessary, joint
support for the policing of them. In a word any
power, large or small. which might seek by force
or the threat of it to interrupt the safe and innocent
passage of this very life blood of seaborne trade,
muslt be deterred from doing so. This has, it may
be observed, nothing whatever to do with ideo-
logy. nor is there any respectable reason why any
nation which sincerely shares its aims should not
join the Club.

Implementation: some essential elements

Clearly any constabulary force on the high
seas mus! dispose of maritime forces which are
adequate in quantity and quality to do the job. and
the first task of those like-minded States which
together have the wit as well as the will to
determine to create this new sort of deterrent
must be — in the wards of the first two lessons at
any Staff College — “to select the aim and then
maintain it”. The first of these, surely, in the light of
what | have said. should present no serious
political or military difficulty; it is maintaining it that
hurts those people including some politicians,
who do not like to spend money on defence, and
members of the public who would rather spend it
on the social services.
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Bul 1o keep good order and mantime disci-
pline on Conrad’'s highways we need. without
describing them here and now, adequate air and
surface and sub-surface surveillance so that we
know who is there and doing what, we need a
sophisticated communication network so that all
those concerned may share a common dala
base. and we need what might be called a
command and control system, however loose and
informal. To those who may say that this 1s an
Utopian dream it should be sufficient answer that
in the world ol inlernational civil avialion just such
a system has already existed for more than 20
years, It can be done.

| have not time to go into the difficulties which
face the North Atlantic alliance by the arbitrary
selection of the Tropic of Cancer at 23':" North as
the southern limit of the NATO area bul what it
does mean and that line does not mean anything
o anybody else except an aggressor, i1s that there
is no police force of any sort in any of the other
oceans which is jointly owned and managed. It
seems 10 me that the alarming possibility that this
must bring to those people such as Australia with
a coastline of 12,000 miles halfway around the
world, as far as it is from here to London and to
those people who have the littoral states in the
Middle East and the Far East, South America and
Southern Africa, 1o ignore the growth of the Soviet
Naval presence in the Gulf and those other seas
would be an act of political folly.

The huge un-policed sea areas outside that
imaginery line of NATOs are crucially important
today. and will become increasingly so as the
pattern of new world industnalisation, and the
consequen! vanations in the patterns of world
trade evolve. So all the democracies, and in
particular Australia, New Zealand and Japan, who
share the same vilal interest in seaborne trade as
the nations of Western Europe and the Americas,
must logether determine thal orderly develop-
ment on the great highways of the world proceeds
in a properly regulated and above all, in a
peaceful way.

Further questions and answers

What we need lo ask ourselves is whether
the policies and plans of all sovereign States, and
especially those of the democracies, lake account
of their 1otal dependence on the oulcome;
whether consideration has been given lo the
political issues, and just what work has been done
nationally and internationally towards establish-
ing acceplable codes of maritime conduct and the
means of enforcing them?

| know what | think the answer i1s. It seems to
me that lo weld together the son of forces we need
into what | have called a marilime constabulary
force will be a forridable underlaking, but that 1s



no reason for not accepting it. Vigorous diplomacy
backed by political determination, have in the past
overcome much greater difficulties. It was indeed
done, and successfully done. in two world wars in
my own lifetime, and on a smaller scale more
recently in the Korean War.

Conclusion

| conclude that the threatl demands that the
attemp! should be made, for what is most at risk

for all the democracies lies on and over and under
the world's oceans. It can only be safeguarded by
a joint and colleclive and posilive maritime deter-
rent strategy. There would be little lo fear for our
way of life were such a grand design to be
accomplished. The military elements are not out
of financial nor technical reach, and such political
difficulties as may arise — as they certainly will —
can certainly be overcome, if the determination to
do so is forthcoming

DISCUSSION
Chairman: Dr R.J. O'Neill

Captain Berger: Member of the Institute. Lord
Hill-Norton, withdrawal of British forces from East
Suez left a vacuum, To what degree do you think
that early vacuum contributed 1o the instability of
the North-West Indian Ocean today?

Lord Hill-Norton: | have not the slightest doubt
that it was a very serious political and military
blunder, | said so at the time and | have been
saying so regularly ever since. | have not the
slightest doubt that it did contribute 1o the vacuum
and | have not the slightest doubt that that is why
the Soviet Navy decided to fill it.

Captain Hole: Sir, in the early part of your talk you
concentrated on objeclives and pointed out
specifically with the geography of the USSR that
being self-sufficient, when it came to projecting
maritime power they could really afford to look at
the weaknesses of other Western countries. The
objectives of the Western countries then implicitly
became the protection of those weaknesses, the
supply lines and so on. You also made the remark
that defensive action in a maritime sense, is more
costly and involves more vehicles and so on than
attacking action. Presumably this sort of line could
lead us to perhaps examining in more detail
Russian weaknesses and as well as endeavour-
ing to look after our own defence to start motions
that might be capable of attacking those Russian
weaknesses. We always seem 1o be on the
defensive. Perhaps an offensive attitude might be
something more that we could look at, political
allowance being there. Their weakness as you
mentioned, was perhaps the man himself, leader-
ship and so on and therefore one attitude might
be, perhaps, further use of electronic warlare to
stop instructions getting through. You also
mentioned their ASW capability was somewhat
less. Perhaps that is another area. Their organic
air is not as good. Perhaps that is another area we
should be looking al. Perhaps you would care to

make comments, sir, on the attitude ol offence
rather than defence in that context.

Lord Hill-Norton: This is an awkward one which
often comes up and quite properly too. There are
about three things to say really. The first is that the
NATO alliance first and foremost and any such
other grouping as | had suggested that would be
prudent to work towards would probably best be
started first on a regional basis and are, by
definition defensive alliances. NATO certainly is.
That is whal it was formed for. The other two
things to say are first that it is entirely possible as
the questioner suggested to examine in a pro-
fessional way the weaknesses and | mentioned
some of them, of the Soviet Navy and so lo
fashion our own forces and the tactics which our
own lorces use as 1o exploit those weaknesses
and it would be not only foolish if we did not do so
but it would be a great surprise to me if the chiefs
of the various naval staffs around the world had
nol got this in mind.

The third thing to say is that any attempt to
exploit those weaknesses short of actual
hostilities becomes an extremely complicaled
and very difficult and dangerous political matter
and not a military matter at all. There is no doubt in
my mind after 50-odd years in a dark blue suit that
the chicken and egg syndrome which some
people claim to exist between the military and the
political departments of state does not in fact
exist. The military are there to carry out the
political wishes of Ihe government. Their job IS to
advise the government on what is necessary in
the military sense to carry out those wishes, They
have no right, much less a duty, lo iniliate aclion
which might lead lo hostlilities. They have every
right and a positive duty once hostilities have
begun to prosecute them with the utmost vigour.

So what | am trying to say to you is that there
are other things which can be done to deter the
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Russian maritime threal such as counter action of
a quite different nature. If you are beastly to us in
the Indian Ocean we will do something beastly to
you in East Germany, for example. Not an original
idea of mine. | probably read it in the Readers
Digest. These are political matters and of course
you would be sopping wet if you had not got a
sackful of these options up your sleeve and
unless everybody has been fasl asleep since |
retired and even if they have they could dust off
the ones | had up my sleeve three years ago and
none of these things is difficult either lo imagine or
to work out.

| do believe and | mean this seriously, we
would be making a grave mistake if we fashioned
our various navies only to exploit the weaknesses
which we perceive in the Soviel Navy because as
they spend four times as much on defence as we
do and they spend about six imes as much on
research and development as we do. they would
catch up quicker than we would.

Lieutenant Clancy: RAN. My Lord, | do not
believe that there is anyone here who does not
believe that the United States could, if it so
wished, out-build and out-gun the Russians. But
on this day when the United States is launching its
space shuttle, when the United States experi-
mental computing power is immense far beyond
our beliel, when the United Stales has a
monopoly on deep-sea mining technology, |
would like to ask you whether or not the United
States has not perceived the battle with the USSR
in terms other than in competing fleets, and has
spent its money accordingly? Has America
believed that the battle lies in the area of high
technology, and spent its money in hat area?

Lord Hill-Norton: | am not sure that | agree with
that proposition. actually, that America does
believe thal. What | am sure is under-understood
rather than misunderstood is that we are all
talking in these days about deterrents. And
certainly the North Atlantic alliance is based on
the 3 Ds of forward defence and deterrents and
detente. And | believe thal is a Sensible solitical
position to be in providing you provide the
military means to maintain it. And so | am not
answering your question because | do not think
there is an answer 10 it | do not think thal the batile
I am talking about is going lo be won or lost on
high technology. | think it is going to be won or lost
on number and guts, political guts.

Lieutenant Colonel Pearson: Australian Army,
Sir, Fleet Admiral Gorshkov has been the driving
force behind the expansion of the Russian Navy
for, 1 think, some 20 to 25 years. Would you like to
conjecture how much the continued impetus of
the maritime expansion that you have been talk-
ing about relies on Admiral Gorshkov, and is it
likely to fade away when he fades away?
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Lord Hill-Norton: | wish | thought so; | do not,
What | do think about this man is that it i1s quite
remarkable o any Kremlin watcher that he is still
there doing the same job as he has been for —
well, it is about 22 years actually, but never mind. |
am bound 1o believe, although | have no inside
information, but | am bound to believe that he
must have trained up men who could take his
place who will have similar ideas. | have no better
means than anybody in this room of guessing
whether that successor would have the same
clout in the inevitable argument on resource
allocation which must go on in the Politbureau just
as they go on in our own government.

My guess is that no successor would have
the power within the central government that
Gorshkov has. But that does not mean that | think
that the Navy will decline. What |1 do believe,
whether Gorshkov continues, and for how long he
continues | do not think matters very much, what |
do believe is that they have reached more or less
a plateau. They have built, or started to build the
aircraft carriers, which surprised most Kremlin
watchers. We thought they would come along
much sooner, if they were coming at all, They are
building this gigantic submarine — nobody knows
what for. They are building a battle cruiser, and
probably more than one., which seems a very
strange thing to do. It is rather as though some
small boy had looked through Jane's Fighting
Ships dated 1914 and decided “We must have
one of each of those". | cannot believe that they
are as wet as that, even it they have got unimited
resources of men and money, but | do think they
are making a blunder over the shape of \heir navy.

So that all the rather discouraging things |

have said this afternoon are merely intended to
make your blood run cold. | do not think that they
are ten feet tall. | think we are both about six leet
tall. But if we do not waltch it. we shall shrink and
they will grow.
Mr Hazell: Associale Member of the Institute.
Lord Hill-Norton, we have seen the Soviels
successiully exploit the utilisation of proxy powers
10 extend their influence on continents on a global
scale. Looking al some of the possible Soviel
maritime objectives and how they could be
achieved, which you so clearly stated in your
address, do you see the possible similar use of
proxy powers to extend or implement Soviet
maritime influence?

Lord Hill-Norton: No, | do not. | do not, really.
There are not any considerable navies available
as surrogates except those two | mentioned, the
Polish and East German navies, which are quite
large and efficient, but I do not think are properly
apt, 10 use the word | used before, for service on
the blue waters outside the Baltic. | know of no
surrogate country which disposes of any sensible
sort of navy. What | think is much more likely to



happen and it has to some extent happened
already, is that client states and satellite states
and those that fall into that status are likely to be
supplied with small craft with a guided missile fit
such as we have seen already in action in the
Arab-Israeli war with great success: a very early
version of the Styx missile. And these would
present a considerable challenge even to quite a
large maritime power in the coastal waters of a
relatively small power,

But | do not want to explore this, because itis
part of a speech | am making in Melbourne the day
after tomorrow, and some of you may be there.
Mr Brieger: ol Vickers Cockatoo. We heard
earlier thal Russia has a dismal gross domeslic
product on a per capita basis, certainly appalling
by our standards. In other words, a very inefficient
economy, very low productivity, etcetera. Of that
gross domestic product, it spends an enormous
amount on defence which is a non-wealth
producing investment and which obsolesces at a
breathtaking rate. It also runs its merchant fleet at
a thumping loss, and God knows where else it
spends its money. Now, economically, how much

longer can it go on like this before it has to start a
shooling war in order to keep the people al home
interested?

Lord Hill-Norton: It is a perfeclly reasonable
question, that, which | have asked mysell, more
than once. | do not know the answer; nobody
knows the answer. What | think Sir Ronald said in
terms of the merchant navy, is equally true of the
fighting navy, their men are paid or their man-
power bill is about 20% of their budget whereas |
do not know what is is in Australia — | suspectitis
between 50 and 60% as it is in most weslermn
navies. Men do not cost much, and they do not
expect much, and their ships are extremely
uncomfortable and our sailors would not stay in
them for very long.

I do not know how long they can go on doing
this, and you read books which tell you that the
situation will get to the point where they have to
have an external adventure (o take the populace's
mind off their internal miseries. | do not myself feel
that | am the right chap to answer that question. |
could only give you my own opinion, which is that
it will take a long time yet.
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A VIEW OF AUSTRALIA’S
MARITIME DEFENCE NEEDS

by Rear Admiral G.R. Griffiths, AO, DSO, DSC, RAN (Rtd) and
Air Commodore G.G. Michael, AO, OBE, AFC, RAAF (Rtd)

Presentation by Rear Admiral Griffiths

It is an honour to have been invited by the
Australian Naval Insttute to offer you my views on
Auslralia's Maritime Defence needs. | have
assumed thal really means beyond 1990 —
because we are nol known for making quick
decisions 10 procure ships or aircraft

Thirty minutes should surely give me ample
time to discuss the simple and straight forward
question of our maritime defences — we inhabit
an island continent, attractively rich in resources,
heavily dependent on seaborne trade to support
our economic development and to improve our
standard of living generally. There is no doubt we
need a maritime defence capability, but just what
do we mean be maritime defence? For many |
suspect the expression means the coaslal sur-
veillance task in peacetime, and in hostilites, the
military defence of our extensive sea borders.

Firstly take the need for coastal surveillance.
It is easy to understand that patrol boats are
required 10 police the exclusive economic zone,
and in co-operation with aircraft to control access
to our offshore fishing zones — 1o prevenl un-
authorised development of underwater resources
— lo deter illegal immigration — 1o prevent
smuggling, and so on.

The existence of offshore mining rigs adds to
the complexity of offshore protection problems in
this zone and it will be necessary to consider
whether patrol boat types can fully meet the task.
or whelher a corvette, with longer endurance and
better seakeeping qualities may be required. If so,
ships of the type used in the UK, which are
adaptions of commercial hulls, may also be
suitable for our sea conditions within 200 nm of
the coast. Some years ago | understand one of
our shipbuilders proposed an adaption of their
offshore oil rig supply ships — it could be worth
invastigaling that proposal.

The vast areas of the EEZ make air sur-
velllance essential. At present civilian contractors
carry out a beach surveillance role whilst the Air
Force covers areas further offshore — also Fleet
Air Arm Aurcraft have been deployed to cover
specific lasks.
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The present departmental involvernent in
peacetime surveillance 1s complex. with a number
of interested authonties — particularly the Depart-
ments of Immigration, Health, Customs, Tran-
sport and Delence. There is also the co-ordination
of search and rescue by the Depanmen! of
Transpont. The overall co-ordination of peacetime
surveillance activilies is planned by a Committee,
but the question must be asked whether the
present peacetime organisations would continue
in time of emergency or war

There seems little doubt that in an emerg-
ency it would be turned over 1o defence, with the
command and control of ships and aircraft being
placed under the mantime defence commander.
Therefore. it is difficult to see the logic in con-
tinuing the present arrangement — why not give
the maritime defence commander command and
control of ships and aircraft engaged in offshore
surveillance in peacetime. If this produces a
problem in the command and control of civilian
aircraft, then let me say that | believe this type of
surveillance would be more effectively carned out
in service manned aircraft.

There 1s also the question of co-ordinating
search and rescue activities — given that this
would fall to the maritime defence commander in
time of emergency, then it seems logical the same
organisation should be responsible in peacetime
Any proposal lo form a civiian-manned coasl-
guard is also disturbing from the cost aspect —
take the simple fact thal a third mate cosls some
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$30.,000 for six months work, and compare that to
the salary pad to a patrol boal commanding
officer.

| am using the words '‘peace’ or 'peace time’
here in their normally accepted Western sense —
that is an absence of war. | do not use it in the
Soviet sense of a continuation of war by allmeans
shont of war — it is an important difference —
many well meaning peopie think that when the
Soviets profess their desire lor peace they mean
whal their Weslern listeners want to believe.

For hoslilities our maritime delence obvious-
ly needs mine warfare forces — mines and mine-
layers to prevent hostile use of our coastal
sealanes. and mineclearance forces 10 maintain
the use of ports and coastal walers. Histoncally,
mining has only taken place in a declared war
environment — but this may not always be so, as
in Vietnam. It is good o see that plans are
underway lo replace our overage small mine-
warfare forces.

We would need suilable escorts for our
important coastal trade which carries so many
bulk items which are essenhal to our econemy. |
do not see a priority need for missile finng patrol
boats in peacetime, bul our patrol boats should
have the growth potential for the installation of
such weapons, should strategic developmenis
show that this is necessary

For many people, that would just about solve
all our maritime delence problems — unless we
had ideas of what even Stalin saw as an active
defence of the sea border — forces which could
range further out, submarines, and aircraft armed
with air to surface missiles — but how far should
they be able to operate from our coast?

Well the Defence White Paper of 1976 talks
about defending focal areas and “exercising
control in areas of Australia’'s maritime juns-
diction”. Can that be right? Our area of maritime
junsdiction in 1976 was the three mile limit on
territonal waters, Why then do we need LRMP
aircrall, a carrier, ocean going destroyers and
submarines? Maybe it was a slip and it means the
200 nm EEZ over which we have some inter-
nationally recognised legal rights — even so it is
not very far is it? If that is what was intended —
and the reasons escape me — why should we
broadcast the fact that we intend to go no further?
So | am left with the conclusion that | have been
Irying to answer the wrong question.

The words “maritime defence” conjure up a
maginot line concept at sea — with occasional
forays by strike forces charging out from the
secure fortress to head off the Indians at the pass.
Is that all there is o Australia’s maritime defence
needs? My answer is no! | believe that what |
really need to address is the application of
maritime strategy to Australia’s circumstances. In
fact, within Australia’s military strategy for the long
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term uncertain future, how rmuch emphasis
should be placed on a maritime strategy tor the
obvious reasons of geography and our need to
use the sea?

Alfred the Great has been quoted as saying
“there is no advantage of living on an island
unless you control the waters thal wash its
shores”. The technology of modern maritime
warfare has extended the distance this island
needs lo control its adjacent waters — somewhat
further than Alfred’s concept! Therelore we must
ask ourselves is 200 nm enough, or is 2000 nm
nearer the mark? or 3000 nm? or beyond 3000
nm? No doubt there are many who would
envisage a map of Australia surrounded by a
shaded area out 1o 2-3000 nm, and immediately
conclude that the task would be beyond us. But
they are thinking in land locked terms. To use
Corbett’s definition, “Command of the sea means
nothing but the control of martime communi-
cations whether for commercial or military
purposes. The object of martime warfare is the
control of communications and nol, as in land
warfare the conquest of terntory” | beheve we
should be able 1o exercise sea control — in
strateqgic jargon, 1o conduct the “sea denal” and
“sea assertion” missions oul to at least 2-3000
nm.

Although we seem lo understand the need
for sea denial — thatis 1o prevent an enemy using
our adjacent walers 10 our disadvanlage — we
appear 10 be pre-occupied with developing a
capability to strike surface ships. Why?

Both the Minister and Admiral Synnol have
recenlly discounted the prospects of a con-
venlional amphibious invasion, bul it has been
parl of our folkiore for so long that it manifests
itself in what we are doing — fitting Harpoon in our
LRMP aircraft, Harpoon in our DDG's and FFG's,
and Harpoon in our submannes.

After 1990 perhaps we should be more con-
cerned with the availability of relatively cheap
submarine launched cruise mussiles which could
be used against us. For the location of these
submarines | suggest we need to expand our
underwater detection capabilities — with fixed
underwater arrays on the lines of the United
States Sosus system — the technology 1o do this
already exists in Australia.

In addition should we nol develop simple
ships with towed array sonars — here an adaption
of commercial vessels may be useful — given that
they have adequate endurance, or alternatively
the peacetime surveillance corvette vessels |
suggested earlier could do both jobs.

In this anti-submarine kit, the development of
the Barra Sonobuoy 1s a noteworthy achievement
— but it could not, and should not, be expected to
handle lhe underwater surveillance problem
single handed. The LRMP aircraft and the Barra



Sonobuoy technologies need to be integrated
with other effective measures and controlled as a
comprehensive ASW underwater surveillance
system. At present these ASW forces would
consist of the 20 P3's based at Edinburgh and the
6 submarines. Air Commodore Michael will
discuss the LRMP capability, but | would like to
suggest that the present LAMP force could be
better deployed to produce greater effectiveness
from the existing assets — that is one squadron to
be based at Pearce, the other to the Sydney area
— if that means duplicaling maintenance support
— s0 be it. Also, | would suggest that the sub-
marine force be increased to 9 boats, which
should allow about 3 operational boats lo be
deployed to both the West and East coasts.

The forces | have just discussed under the
sea denial mission obviously have a sea assertion
function, and this applies to other capabilities in
our maritime forces — very few are so specialised
that their capabilities cannol be used in more than
one sea power mission. This flexibility is a
characteristic of naval forces,

Before | leave the ASW area there is one
weapon which seems worthy of serious consider-
ation and that is Captor. the anti-submarine
encapsulated torpedo. This could be usetul in our
inventory.

| would now like to deal briefly with the
seapower mission of power projection. | do not
see Australia in the business of opposed
amphibious landings on any great scale. Never-
theless, the present capability being developed
with Tobruk and the Squadron of LCH's backed
up by Jervis Bay is certainly minimal. The LCH’s,
besides their age. are very limited operationally,
and Jervis Bay, being constrained to loading and
unloading at specialised port facilities, lacks the
flexibility needed in the amphibious business. |

t a second Tobruk type ship could replace
the LCH's and then the two ships would probably
provide about the right level of amphibious
capability. This would enable us to keep abreast
of the techniques of landing soldiers and their
equipments across beaches, and would provide
self-contained, and self-sustaining headquarters
and accommodation, for the deployment of small
peace keeping forces or for other appropriate
deployments in an emergency.

The naval gunfire support of land forces has
been practised for decades and may still be useful
in the future — so unless there is some lactical
development which supersedes this type of
support then this capability and expertise should
not be discarded. There could be occasions when
the ground support of these deployed land forces
would need the assistance of lixed wing ground
attack aircraft, In cases where these forces are
deployed beyond the range of shore based air-
craft this role would be covered by carrier aircraft,

but | would not see it as a main role for carrier
aircraft,

So far there may be a fair measure of agree-
ment with what | have said. Why then is the naval
element of our maritime force structure such a
problem to us? Why do we have a 25 year old
carrier at the end of her life? Why do we have so
few operational destroyers?; and those present-
ing us with the problem of block obsolescence in
the late 80s. ADELAIDE was commissioned last
November. But why was ADELAIDE the first des-
troyer type ship to enter service since TORRENS
which was laid down as long ago as 1965 and
commissioned in 19717 Why do we have such a
poor afloat support capability in 19817 And now
that something is being done, why is the increase
in naval capital equipment expenditure over the
last two years causing so much comment?

Let us be honest. Delence planning in the
years of our forward delfence strategy, and since,
has had a hang up on the amount and type of blue
walter surface navy we need. Navy budgets have
been consistently the lowest of the three services
for about 20 years — and by considerable
margins. As | have suggested earlier, | believe the
problem arises from the image created by the
words “maritime detence” — that we should face
an aggressor a short distance from the coast —
the last ditch stand before the hordes come over
the beaches.

| also referred to the need to look at the
application of a maritime strategy to Australia’s
circumstances. What are these? Surely we are a
regional power. and have been for some time. We
have our own particular areas of strategic interesl,
our own economic make up. and a special de-
pendence on the surrounding oceans and lrade
routes. Also, for some time the need for sell
reliance in defence matters has been evolving
steadily. Under these conditions the question
must surely arise — have we yet recognised the
importance of maritime strategy and its position in
the country’s total military strategy? | believe we
have not. nor is the meaning of seapower fully
understood, nor is its application in Australia’s
circumstances fully understood.

Surely the "business as usual” approach in
the appointment of the detence vote over the las!
two decades is a clear testimony to this lack of
understanding. In fact, we could almost be
accused of looking around for every conceivable
reason to avoid upsetting the business as usual
approach. We have sought justification in un-
provable judgements — thal no one would dare
interfere with our sea lines of communication —
and that in any case we are pretty sell sufficient.

We sought justification in combat technolo-
gies — that ocean surveillance systems (which
are only possessed to any degree by Russia and
the USA). and modern precision guided missiles
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spelt the end of surface ships. Like the "Jeune
Ecole" of the 1880's, which said that the torpedo
boat had doomed the battleship, a new "Jeune
Ecole” is with us in the 1980's. Are those words
“"maritime defence” totally responsible for our
attitudes? It would indeed simplify the problem if
they were.

An analysis of the application of seapower in
history could well show, that among its mamn
benefits has been ils use in peacetime by
Governments which have skilfully used its visible
instruments of power. This is not to minimise its
importance in time of war. | am sure this audience
recognises that the majority of international
situations, differences of opinion, projections of
influence etc, would occur and indeed be settled
in situations short of conflict. The possession of
appropriate seapower provides the government
with a wide range of options to check influences
which run counter to our interests, and in addition,
provides an excellent means of promoting good-
will and influence consistent with our interests.

Ken Booth, in the Summer 77 Edition of the
US Naval War College Review, wrote on the func-
tions of navies. He said the main peacetime
functions are the policing role and the diplomatic
role. The former covers coastguard type res-
ponsibilities and a contribution 1o nation —
building, and internal security aspects such as
national disasters. For the diplomatic role, he
states, "This role is concerned with the use of
navies in the support of foreign policy short of the
aclual employment of lorce. In this role navies are
the handmaidens of diplomats in carrying out
international bargaining: warships might have
their effects by being kept in the background, or
be being brought forward explicity into the
foreground.

Seapower deployed by the Government
provides it with a finely controlled force which can
be used as a deterrent 1o adverse influences in
both peace and war situations. To be credibie, this
deterrent force must possess tactical capabilities
which command respect, even if they are deploy-
ed in a high capability area. By this. | do not for a
moment mean that we should strive to achieve a
high lactical, indeed strategic, capability such as
that in the U.S. carrier strike forces — but
Australia certainly needs more than low level,
short range, offshore maritime defence forces,
restricted 1o the sea denial mission.

Australia has a vital interest in its sea
communications and that makes it a major
strategic interesl. Australia does not have to
provide a sea assertion capability for regional
defence over the whole length of its trade routes,
but | suggest an independent capability should
take us further than 200 nm offshore, and 2-3000
miles is a reasonable working figure.
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The tactics of maritime warfare, and the air-
craft and missiles available today, turn a con-
siderable part of maritime warfare into an air
defence problem. Therefore a surface force
commander needs effective control of his air-
space outto about 200-300 nm. That requirement
calls for a tactical organic air capability which can
only be provided by a carrier. In a regional conflict
we could be spared the saturation attacks that
opposing forces could mount in say the North
Atlantic — but we do need to eliminate the
shadower which provides targetting information
to missile launchers. Land based fighters cannot
perform this task and | believe it is high time that
we progressed beyond this type of argument.

For the last eight years the country has been
led o believe in the core force concept, whereby
the present capability in each service, besides
being stated as adequate for present day needs,
forms the basis for expansion in time of threat. |
believe this concept has not been agreed by the
military professional for two basic reasons:

—  Firstly, history has shown that the rate of the
development of and the intention to apply a
threat, virtually defies accurate forecaslting;

— Secondly, the lead time involved lo procure
military hardware. especially naval ships
which are long lead items, is unlikely to
coincide with a threat development.

Let me ask you to reflect on the number and
type of naval ships you could expect to obtain
within a forecast threat period of say one, three,
five. or seven years. The factor of surprise
remains one of the principles of war — who i1s
likely to inform us that we have until say 1990
before a threat emerges?

The fact remains that a maritime capability in
being could provide the only options available to
the government 0 cover a considerable number
of cold and hot war situations. Therefore | believe.
for the provision of major naval ships, a minimum
of two carriers is needed as the basis on which to
build the naval surface force structure — this
includes destroyers and afloat support ships.

The size of the carrier is a major factor
affecting the total capability available from a mix
of aircraft which can be embarked, and an
important part of that tactical air capability should
be an air-borne early warning (AEW) system.
Future carniers should be capable ol operaling
suitable AEW aircraft.

In the RAN we have always operated a rather
variegated group of destroyers — since World
War Il we have acquired them in penny numbers,
2 Battles, 4 Darings. 4 Rivers, 3 DDG's, 2 im-
proved Rivers and 4 FFG's. We have lacked any
indication of endeavour to standardise on ships or
weapon systems.



The ill-fated DDL programme, cancelled in
72/73 because it was allegedly too expensive,
was an attempt to standardise. The ships were 10
have been buill here. and given a continuous
production line, completing one every 2 years,
with a ship life of say 25 years — this would have
produced a destroyer force of about 12 ships. The
project had developed significant backing by
Australian industry — and there were burnt
fingers when the project was cancelled.

The recent staternent by the Minister that
future destroyers would probably be built in
Australia | hope is widely welcomed — nol anly by
the workforce at Williamstown Dockyard which
has built fine ships in the past — bul also by
industry. | imagine the prospect of supporting a
defence project in country is more attractive than
part participation in an overseas project. Never-
theless, standardisation and industry support will
suffer unless there is continuity of construction.
Naturally, there would need to be an updating
process 10 ensure thal the ships remain tactically
effecive within the developing operational
environment.

How many destroyers? The Defence White
Paper says 12. | understand that over the last two
years our destroyer assels have totalled eight
operational ships only and this would have
included at least one, and at times two, in refit. In
aboul Iwo years lime we should be back to a total
of 12. Assuming two carrier lask forces with four
destroyers each, it would appear that about 12
operational destroyers would be required to
provide for these and other activities. Taking into
account routine refits and modernisation, a total
number of about 16 would seem more realistic.

Afloat support 1s an indispensable part of
effective seapower. It is essential 0 sustaining
independent operations at any distance from land
bases. and its charactenslics and value have
been amply demonstrated throughout World War
Il and each year since. In almost any deployment
away from home bases in Australia the Navy is
faced with endurance problems. The announce-
ment thalt SUPPLY will be replaced with a one-
stop replenishment ship (AOR) was most wel-
come, but to achieve full operational effectiveness
from a carrier lask force of one carrier and four
destroyers deployed say 2000 miles from base,
two AOR's would be needed if the force was
required to maintain a presence lor a prolonged
period. As you know, the Government has stated
an intention to acquire a second AOR,

There are many points which should be
covered in this complex and interesting subject of
maritime force structure, but before | end let me
mention just one or two.

Firstly, the logistic support capability ashore
requires the organisation and facilities to integrate
the activities of spares procurement from industry,

the issue of spares to ships and refitting dock-
yards, the processing of repairable items,
logether with control of storage and inventory
control — the present facililies could need
updating to provide an effective and economical
means of meeting this task. Without an effective
support system ashore the operational effective-
ness of ships deployed could be seriously
degraded.

Secondly, | must mention nuclear propulsion.
The prognosis for our in-country oil supply
remains unattractive, and observing the ocean
distances involved for deployments within our
areas of interest. there is an urgent need lo
consider nuclear propulsion in future ships of
destroyer size and above. It is difficult to accept
that technology is nol available lo engineer
suitable systems for destroyers in the 4000 ton
bracket.

| realise there are many aspects. such as the
imporntance of an adequate hydrographic service,
which | have been unable 1o cover in the time
available. but | now turn over to Air Commodore
Michael to talk to you on the LRMP aspects of our
presentation after which | will conclude.

Presentation by Air Commodore Michael

In general | agree with the philosophy ex-
pounded by Admiral Griffiths. We have some
differences of opinion on forces and their
utilisation. However, these do not in any way
affect our presentation.

Recent history has emphasized the lesson
that air power is a vital element, indeed | could say
the vital element, of any mantime defence
situation. My address will deal with those capa-
biliies of air power which | consider necessary for
Australia’s maritime defence needs. | will con-
centrate on broad capabilities, without specitying
aircraft types. Also | will not raise the debate on
land-based versus carrier-based aircraft, as this
question is not relevant unless specific geo-
graphic scenarios are considered. Fortunately.
time precludes such an examination during this
talk.

In the first instance, our maritime defence
elements musl conslitute a viable deterrent. Any
potential enemy who may contempiate maritime
aggression agains! us should be aware that we
have.—

— Firstly, the means to detect and track him well
before his maritime forces can enter our area
of immediate interest, and

— Secondly, the potential to strike and destroy
his forces, 1o an extent thal in any venture
against Australia he must expect lo suffer
prohibitive losses.

To achieve the first objective we must con-
tribute 10 and be part of an effective maritime
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intelligence organization which covers all mari-
time approaches to our area of interest. Currently
our LRMP aircraft make a meaningful contribution
to the achievement of this aim. During peacetime,
this capability in co-operalion with our Allies, must
be developed and nurtured, Furthermore we must
utilize modern technology and strive for a real
lime intelligence picture which will enable us to
detect and track targets under, on, and above the
ocean, To this end we must pursue the develop-
ment of over the horizon radar (OHR), advanced
long range fixed arrays and eventually satellite
surveillance. In the employment of any of these
systems, the fixed wing aircraft remains a vital-
integral parl. In terms of capability, the aircraft
should have the ability to covertly or overtly
detect, classify and track any potential target. In
the future | predict that larget classification could
prove lo be the main role for the aircraft in the
military surveillance role. It certainly presents the
predominant problem area to our surveillance
forces today, and | will discuss this problem
further in the context of our capabilities in a hostile
environment.

The LRMP force conducts surveillance pri-
marily to keep watch on activities in the Australian
area of interest and 1o some extent lo “show the
flag". More importantly, these missions have the
potential lor the collection of intelligence materal
necessary for the conduct of military action,
should ever the need arise.

The procurement of the Harpoon missile has
given the Australian defence force a quantum
jump in its anti-shipping weaponry, but without the
availability of appropriate electronic and acoustic
tactical inteligence, from which potential targets
can be identified, it is difficult to see how such
weapons can be employed successfully without
tragic results to friendly and neutral shipping.
Either strike or LRMP aircraft can serve as the
vehicle for this most effective weapon in the air to
surlace mode. However, the LRMP aircraft have
the additional advantage of being able to classify
surface largets, given basic intelligence, whilst
remaining covertly oulside the range of surface
weapons. An aircraft is the only vehicle which is
capable of exploiting the full potential of the
Harpoon.

| would like to divert slightly to discuss the
problems of target classification, the current
means at our disposal and the areas where lech-
nology can further the cause. Basically, a surface
vessel target can be classified by any one of the
following means . —

o Visually

¢ Electronically

® Acoustically, or

* Imagery

Visual dentification, which is the mosl
reliable means, presents the mosl problems in

that normally if you can see an enemy ship, the
ship can also see you. Worse still it can fire at you
with a very good chance of ruining your day.

Identification by electronic signature, I.e. The
use of electronic search measures, or ESM,
allows identification of radio/radar types which
when combined with other intelligence provides a
coverl and reliable means of classification. As
ESM provides a covert detection and classifi-
cation capability, our aircraft should be fitted with
the best such equipment which modern tech-
nology can provide. The computerized ESM of the
P3C weapon system has improved our capabili-
ties in this field, however, even this system
possesses shortfalls which should be addressed
by our research and development resources

The Barra Sonobuoy supported by the AQS
901 Processor, has enhanced our potential lo
covertly detect and classify both surface and
underwater targets acoustically. Again, these
acoustic signatures can be identified well beyond
the radar or visual detection ranges of surface
ships. The acoustic detection equipment fitted to
our P3Cs is as good as any operalional equip-
ment in service today. Acouslic identification can
be used in conjunction, not only with intelligence
and ESM, but also with radar.

Imagery. or more specifically in the case of
the P3C, the infra-red detection system, permils
covert visual classification at night. This capability
poses a particular problem to the electronically
silent ship which, if it denies the aircraft ESM
detection and classification, can itself be classi-
lied and attacked by the aircraft without warning.

There is a bleak side of course and | stress
that all means of classification can be subject to
counter measures of various kinds. Therefore,
our research and development resources must
strive to ensure that our technology and intelli-
gence, especially in the areas of ESM and
acouslics, are maintained at a level compatible
with military equipment employed by any potential
enemy.

The imponiance of ASW seems lo have di-
minished in recent years: probably because of the
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high costs involved in establishing and maintain-
ing a capability and secondly, because of the
ever-increasing difficulty of the task. However, we
must continually remind ourselves of lessons of
past conflicts and recognize the very real threat
submarines can pose lo this country. A relatively
small force of submarines could maintain one unit
on-station on both our East and West coasts. This
could etfectively lie up our ASW assets and throw
our sea lines of communication into disarray.

In 1951, Admiral Radlord stated ‘The sub-
marine problem will be licked in a couple of years'.
Unfortunately, the submarine still retains its
supremacy over all ASW forces. Even though we
continue to make significant progress with
sonobuoy and processor capability such as the
Barra system, we have experienced in real lerms
about a 60% loss of ASW capability over the last
two decades. There is no indication that this trend
will stabilize. let alone be reversed.

The P3C with its Barra fit represents the best
ASW aircrafl plattorm in the world — an aircraft
we can be proud of. On the other hand, the P3B
with its early 60s technology, requires an urgent
modernization or replacement, if the total P3 force
1S 1o achieve an adequate state of ASW
readiness.

Mining is yet another role which appears to
have shd Into the backwaters. Fortunately for
Australia we have in being some of the best
aircraft mining platforms that are available. The
F111 s especially suited to the offensive mining
role — 1t has a large mine carrying capacity,
accurate nawvigation and a superb low-level
operating capability, Also, the P3 possesses all
the attributes to meet the demands of defensive
mining. However, there are some who believe
that miming 1S a very simple task and that the
planning and delivery expertise can be achieved
at very short notice, | can assure those who think
this, that it is nol true. Mining 1s a very demanding
role if it is 10 be conducted successlully, i.e. if the
mine field is 10 be usable by our forces. It anybody
doubts this, they should look closely at the
intensity of the USN mining training and inspec-
tion programmes and the priority given this role
by that Service.

In tne final analysis, the viability of our mari-
lime detences will hinge on the strike potential of
our forces. The air element of our maritime strike
force will consist of the F111 element, the P3
element and the tactical fighter force. The first two
elements fitted with Harpoon and guided bombs
are a credible concept. The new tactical fighter,
especially if augmented by in-flight retuelling and
fited with appropriate weapons, will provide a
deterrent capacity against any likely hostile mari-
time power. Il would be disastrous, in my opimon,
if a new tactical fighter were selected which is not
capable of an anti-shipping role. Qur limited
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assets must dictate that we strive 1o have a multi-
role capability for all our fighting platforms. The
viability of the actual size of the air component can
only be assessed in a particular scenario. For
example, elements of the sinke force could be
required primarily for land strike, the new tactical
fighter may be confronted with an air defence
problem; and the LRMP force could face a sub-
marine threat well in excess of the capabilities of
the existing number of aircraft. An examination of
aircraft numbers 1s beyond the scope of my talk,
however, regardless of the scenario, and given
current lead times for new equipment, the size of
the LAMP force. i1e. twenty arcraft. seems
inadequate for an Island continent the size of
Australia. | base this statement not only on the
geographical scale ol any martime delence
problem which could confront Australia, but also
on the flexibility ol roles currently inherent in the
LRMP force. We could not expect the current
force 10 cope with more than two detachmenls
and probably two roles simuitaneously and still
maintain its training role. Also, if more P3 aircraft
were lo be oblained, we must ensure that all
aircraft have the same capability so as to meet the
demands of all roles to provide the required
operalion planning flexibility. A modermized P3B
could have, in the main, identical sensors 1o the
P3C. but, there would stll be considerable
differences In software and ordnance syslems
which would dictate production of new training
syllabis, operaling procedures and lactcal
doctrine. Essentially a new LRMP pilatform would
have 10 be developed. This would lake ime and
would be at considerable cosl, The P3Bs have
already been in RAAF service lor 14 years and
could be 20 years old by the ime an updale was
completed and they became operational with the
new fit,

If the LRMP element is lo be updated, and |
firmly believe it should be as a matter of urgency,
then more P3Cs should be acquired to replace the
P3Bs on a one for one basis. This would be by far
the most cosl effective oplion

One critical area related to maritime defence,
indeed lo any defence situation, is the availability
of weapons. If we have the sophisticaled
weapons required for modern mantime warfare —
and | refer not only to stand off weapons but also
to aerial torpedoes and mines — is there a slock-
pile of these weapons to maintain a sustained
maritime batlle, even of limited duration? We will
always be confronted with the problem of lead
time and end of production line problems with any
high technology weapons we acquire for our
inventory. | suggest that a current ability to
manufacture high technology weapons within
Australia is most desirable. In practice | am aware
that the number of weapons we need and their
cosls would make an Austrahan production line to



meet our own defence requirements prohibitively
costly. However, the production of these weapons
for sale overseas as an offsel arrangement lo a
major defence overseas buy could be an avenue
worthy of investigation

Some other areas available for future in-
dustrial participation include—

Software development. Compulers are
now used extensively in both the operation and
support of P3C aircraft. The software support of
these equipments s currently provided by
Computer Sciences of Australia (CSA) and is
beyond the capability of the RAAF (in terms of
trained manpower) and is likely to remain so. | see
a long term and ever increasing industrial partici-
pation in this field,

Aircraft modernization. If we are to keep
abreast of the latest mariime techniques and
maintain the maximum fighting capability, we will
need to conduct regular aircraft/system modem-
ization programmes. There s considerable
potential for industrial participation and initiatives
in this area.

Weapons maintenance. Various maritime
weapons are currenlly maintained by defence
civiian personnel. Civilian personnel can be
expected to continue in this field and increase as
more sophisticated weaponry is procured and
serviced in Australia

General. Participation by other than military
personnel in the direct support ol the defence
force can be reason for concern (industnal dis-
putes etc). However, we mus! remember that
overall communily support is essential for the
successtul prosecution of any conflict

There is probably much more that could be
said and should be said. However, lime does nol
permit s¢ | will hand it back to Admiral Griffiths to
conclude our presentation

Conclusion by Rear Admiral Griffiths

Gentlemen, in closing we both realise the
complexity of the subject and the many factors
involved, and the fact that some have not been
covered in the ime available, But the important
point we both wish 10 emphasise is that urgent
action be taken to formulate a much more realistic
maritime stralegy than we have employed in the
past. This maritime strategy should be given
priority in our national military strategy in the
future,

When this has been done, it should be
possible to provide the population with a sound
understanding of the imporance of developing an
adequate maritime force structure to support that
marilime strategy.

DISCUSSION

Chairman: Commander A.W. Grazebrook, RANR

Professor W. Kasper: Could | ask Rear Admiral
Griffiths to supplement the Naval shopping list he
outlined by a cost estimate? What expenditure
plan do you envisage that these items will add up
107 | know | am only asking about paper money
but alas as an economis! | cannot help but always
remember the tax dollar dimension.

Rear Admiral Griffiths: | did not come here this
afternoon with a cost estimate of what | have said.
I brought it here as a basis for discussion. My
presentation of the idea to you is that if we indeed
appreciate the importance of having a mantime
strategy within our overall military strategy, then |
am sure with the background of what has been
said this afternoon we will find little difficulty in
giving it priority. And if indeed it is a priority, which |
suspect it will be, it will be apportioned money for
spending. You do not have to spend it all in one
year. God forbid we could ever do that. You would
select and maintain your aim to build up your

maritime force structure and spread your ex-
penditure accordingly.

Al the moment nobody seems to be batting
an eyelid aboul the expenditure of $2.5 billion on
another project
Commander Shevlin: Member of the Institute. |
was delighted to hear Admiral Griffith’s support for
the procurement of TOBRUK's sister ship, but |
would like to strongly advocate thal the procure-
ment of that ship for the amphibious lorce should
be as well as, not instead of, a continued LCH type
capability, The LSH on its own cannot do its full
job uniless it 1s accompanied by self-deploying
landing craft for ship 1o shore movement. There
are a number of tasks for our current amphibious
ships which would be a waste for a 6000 ton ship,
like the conduct ol beach surveys, small coastal
deployments

| do not think we need as many LCH types in
the future, but | do suggest that we need both
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TOBRUK's sister ship and some continued LCH
type capability.

Rear Admiral Griffiths: Peter, | am delighted to
have your professional input.

Commodore Robertson: Air Commodore
Michael, in a projected national ocean surveil-
lance system you mentioned the possibility of
satellites. | have a question in two parts for you.
My first question is; do you mean a single geo-
stationary satellite or do you mean a number of
satellites in asynchronous orbit with different
sensors? The second question is; whether you
have considered the alternative of an adaption of
the U2 aircraft technology for our purposes here?
| suspect some U2s might be more within our
means and adequate for our purposes. | know the
Americans were looking at this some time ago.
Air Commodore Michael: What | was referring to
was the long term. | support fully what you have
said about the cost and how we can do it cheaper
in the near term. However, our most sensitive
area would Initially be satisfied with a stationary
satellite, as | see it. | did make the comment of
course that we need to be able to gather intelli-
gence in our entire area of inlerest, but there was
one specific area in the north-west which | think
we should cover first.

Vice Admiral Sir Alan McNicoll: To what
extent do our mariime affairs depend on the
goodwill of the unions, — some of which are
Communist led, some Communist orientated and
some of course not so influenced — but without
them we can neither maintain our ships, nor on
occasions can we gel the fleet to sea.

Rear Admiral Griffiths: Sir, | believe that our
operational effectiveness to a large degree rests
on the unions to support us in the dockyards and |
would be delighted it you would rephrase your
question in a more pointed fashion and direct it to
Mr Bob Hawke after dinner.

Commander Herron: Member of the Institute.
Firstly an observation, Admiral *Griffiths — with
regard to nuclear powered warships, the tech-
nology 1s available. In fact for those who wish to
read Admiral Rickover’s testimony to the senate

in 1979, the US Navy has concluded or did con-
clude then, that in 1979 oil prices it was cheaper
to build cruisers and above with nuclear pro-
pulsion. The propulsion systems for smaller ships
are available. Our problem is twotold. One, we do
not have the technological support or engineering
infrastructure support and we will not have this
until we get a nuclear power station industry within
Australia. The other problem is political. With
regard o your presentations, if | may make some
comments, | was most impressed by what | saw
as a very good nuts and bolls presentation. | was
more than surprised to hear nothing of command
and control.

The mos! significant technological jump in
mantime warfare is in the command and control
area, which incorporates awide range of skills and
a complex and very expensive communications
systems. One of those skills, and an inherent part
of it which Air Commaodore Michael touched upon,
was intelligence. | would be interested to hear,
Admiral Griffiths, why you made no mention of the
intelligence field in your part of the address.

Rear Admiral Griffiths: Firstly, going back 10
your nuclear propulsion statement, | agree it
requires quite a lot of action. What | am really
saying is that | feel that if the Navy looks to the
future and the availability of oil in the country, we
will have very little oplion but to look towards
nuclear propulsion. If there is sufficient recog-
nition within the country for the need of nuclear
energy, then perhaps the policies may have 1o be
reviewed. Secondly. | did say that there were a
number of aspects that | left out of my present-
ation and command and control of communi-
calions was one of these. | am entirely aware of
the importance of it for the future, Itis just that | did
not have time to cover all these aspects.

When [ was talking about turning things over
to the maritime defence commander in peace
time | did that because he actually does have the
command and control organisation at the present
time. | am also aware that a C3 review is under
way. Command and control of communications
are most important for the future.
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DEFENCE AND INDUSTRY

by Mr. R.J.L. Hawke, AC, MP

It will be apparent to you by the time | have
finished speaking, if it is not already within your
comprehension, that | come before you this
evening as something of an apprentice in the area
of defence. In regard to some parts of what | will
be talking about, of course | am far beyond being
an apprentice insofar as | will be lalking about
industrial relations. | thought as indeed | am going
in some point to be talking about Williamtown
naval dockyard that | might share with you — that
has come as a surprise, has il not? — a true story
that occurred in a period of our history which some
would prefer 1o forget — that was the period
between 1972 and 1975.

It is a true story. You will recall that some of
the decisions that were taken by the Labor gov-
ernment at that time did not attract the universal
approbation of the trade union movement in this
area and indeed as a resull, it Is said, of some of
those decisions employment prospects in the
Australian defence industries were not as stable
as they might otherwise have been; so it was said.
Indeed there was some decline in employment in
anumber of areas.

This had reached such proportions that the
members of the unions affiliated with the ACTU
had approached me and said that they wanted to
have a meeting about this so that we could have
some understanding of just what the degree of fall
away in employment was. Being the democratic
organisation thal we were, | immedialely res-
ponded lo that request. So we had all the unions
gathered together in the boardroom of the ACTU.

Before | go any further if any of you have
people from another country sitting next o you
who do not know the background of the Ships
Painters and Dockers you might just — so that
they will get the full flavour of the story | am about
to tell — you might just indicate to them some of
your understanding of their background. It will not
necessarily be the same as mine.

So we had all the unions there and | thought
as | usually conducted meetings — | though it
would be a good idea if we asked each of the
unions lhere represented to actually give us a
picture of what had happened in their particular
area of employment and what redundancies and
losses had occurred. So this went on and on and
they all talked about what had happened. Lost a

few here and there. Then it came to the Ships
Painters and Dockers — a great bloke, the
secretary, he said “Yes” he said "Comrade
Chair”, It 1s a term of great distinction and long
history before it was appropriated by a particular
organisation. He said "Yes, Comrade Chair, |
want to tell you that we have had real problems
down al the dockyard. Fourteen of our blokes
have disappeared.” | lried vigorously to keep a
straight face but | found it totally impossible.
Before | take a look al some particular
aspects of the relationship between defence and
industry in Australia, it is worthwhile briefly
examining the broader context of military
expenditure and its implications for technology
and society. Defence is, in itsell, the biggest
industry in the world, the biggest employer and
the hungriest consumer of funds for research and
development. Total global military spending is
now some $500 billion per annum. There are 36
million men and women in regular and para-
military forces around the world with another 25
million people in reserves or parl time forces.
Civilian employees in military related occupations
total some 30 million. The cost of weapons
research and development alone exceeds $30
billion per year and there are more than half a
million scientists and engineers devoting their
skills to this kind of R and D throughout the world.
In the words of Mr Robert S. McNamara
whose remarkable curriculum vitae as you know
includes president of the Ford Motor Company,
United States Secretary of Defence for eight
years, more lately president of the World Bank,
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said in a recent speech, quoting:

A greater research effort is devoted 1o
armaments than to any other activity on
earth and it consumes more public re-
search money lhan is spent on the
problems of energy, health, education
and food combined.

Mr McNamara who. as you all know, is not
noted as a dove declared in a recent address, |
quote him again:

If we examined defence expenditures

across the world today and measure

them realistically against the full spect-
rum of actions that tend to promote order

and stability within and among nations it

i5 obvious that there Is a very irrational

misallocation of resources.

It is not difficult to cite examples. | suggest. of
Mr McNamara's point, of ways in which these
resources could be reallocated. For instance, the
recent Grant Commission report on north-sourth
relations indicated that and | quote:

1. The military expenditure of only half a
day would suffice to finance the whole
malaria eradication programme of the
World Health Organisation and less
would be needed to conquer river blind-
ness whichis still the scourge of millions.

2. A modern lank costs about $1 million
That amount could improve storage
facilities for 100,000 tons of rice and thus
save 4,000 tons or more annually. One
person can live on just over a pound of
rice a day. The same sum of money
could provide 1,000 classrooms for
30.000 children.

3. Forthe price of one jet fighter. one could
set up about 40,000 village pharmacies.

4. One half of one per cent of one year's
world military expenditure would pay for
all the farm equipment needed lo in-
crease lood production and approach
self-sufficiency in food deficit low
income countries by the year 1990.

There is tloday a greater weight of explosive
material than food on this earth. In a pertinent
introduction to the report of his commission Willy
Brandt commented and | quote:

Business has been rewarding for both

old and new arms suppliers who have

spread an incredible destructive cap-

ability over the globe. Itis a ternible rony

that the most dynamic and rapid transfer

of highly sophisticated equipment and

technology from rich lo poor countries

has been in the machinery ol death

Ladies and gentlemen, | am nol proposing.
certainly not in this forum, that every nation shouid
forthwith dismember its defence budgel and re-
allocate ! to development projects and social
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welfare but | am convinced that we should be wary
of the expendilure imperative, the assumption
that you c¢an only get better defence by bigger
spending, A final note from Robent McNamara
puts this argurmnent quite persuasively and | quole
him again:

lhe concept of security encompasses
tar more than merely military force and
society can reach a point at which ad-
ditional military expenditure no longer
provides additional security, Excessive
military spending can reduce security
rather than strengthen it,

If proot were needed. | suggesl. of Mr
McNamara's thesis one has only 1o look at the
current strategic situation in Europe and the
Middle Eas!. Despite unprecedented increases in
defence budgets we are still and without accept-
ing the sometimes associated hyperbole in the
words of my friend, Jim Killen, we are facing a
most uncertain decade.

It1s not a new situalion. In the 1930s when Mr
Leon Blum was premier of France, General de
Gaulle is said 10 have warned him that France was
conceivably facing military disaster. Mr Blum is
reporied to have replied "Nonsense” or | suppose
“Merde”. He said "We are spending more for
defence than ever before.” “Indeed" retorted the
general "And it1s what you are spending it for that
concerns me.”

I believe that here in Austrahia in the 1980s a
greal deal more thought, more analysis and more
public explanation mus! be devoled lo the nalure
and the purpose of military expenditure, what we
are spending it for. It s this question | believe that
lies at the heart of the relationship between
defence and industry and which will dictate the
direction of future technological development in
the defence area.

The role of industry in the delence of
Australia can only be determined on the basis of
the overall strategic guidance provided to the
government. Regrelably | believe this guidance is
either unclear in its conception or inadequately
explained. The mos!l common complaint of people
who depend on this guidance or who have studied
the government's statements on defence policy 1s
that there is no clear and detailed exposition of
Auslralia’s basic national securnity policy. Vanous
components of this policy are al different imes
given an airing by governmen! ministers and
officials but the composite picture that emerges is
litle more than a mosaic of cliches and catch
phrases; the Soviet threat, the ANZUS alliance,
an independent operational capability for Aust-
ralia, increased regwonal co-operation, greater
self-rehance, a core force concept, keeping up
with the state of the art,

Al regular intervals these magic phrases pop
out of the defence machine like the numbered




Tattslotto balls that tumble out of those marvel-
lous contraptions on our lelevision screens every
week. There 1s little evidence of order, of any
coherent strategy in the defence decision making
process and il is too important a subject 10 be
governed by random factors. The winning ticket in
this game can be the ticket to the future survival of
our society, the values we have inherited and
improved and ultimately the lives of our children
and theirs.

1 do not for one momen!t underesimate the
complexity of policy making in the defence area. |
acknowledge the particular problems of Australia
in planning for a wide range of contingencies. As
the chief of the defence force stalf, Admiral Sir
Anthony Synnott has recently pointed out we
differ from many of our allies in that Australia
faces no single clearly identifiable threat. The
same, | might add, to be said for other countries as
strategically different as Canada and Malaysia.

After acknowledging these particular
features of our defence landscape we are still left
with a whole range of unanswered questions and
without the answers there can be no compre-
hensive industnal planning for the defence of
Australia. Let me list a few of these questions. To
what extent and in what circumstances can we
place reliance on our major ally, the United
States? Precisely what capability should we be
developing as independent all-Australian cap-
abilities? Where does self-reliance begin and
end? Should we concentrate on a maritime
defence policy using submarines, naval air power
and long range strike aircraft? Is it desirable and
feasible to adopt a territorial concept depending
on large quantities of relatively low technology
weapons o arm the populace at large? Given that
our long coas! line makes us susceptible to
invasion, should we be preparing for an enemy
occupalion and resistance by an underground
partisan force?

The other end of the scale and | am merely
listing the question, certainly not advocating the
position, is nuclear deterrent our best hope for
peace and if so. al what stage do we develop a
nuclear capability? When does the deterrent
capability look like a threalening capability to
neighbours like Indonesia or Japan? The deve-
lopment of defence industries in Australia
depends on the direction of our basic policy for
national security. A policy ol heavy dependence
on the United States. for example, presupposes a
considerable degree of commonality of weapons
systems and support equipment

The policy of forward defence in the 1960s
demanded a heavy emphasis on long range
maritime forces, long range strike aircraft —
namely the F111 — and equipment designed for
tropical warfare. On the other hand a policy of
defending essentially the continent of Australia

demands equipment suited to our geography with
its extremes of climate and wide variety of terrain
and ground cover.

Our present policy which is described by
government spokesman as the delence of
Australia and its interests seems 100 often like an
unhappy liaison between forward defence and
continental defence. The current unsettled state
of our defence industries is one product of this
unhappy union. Let me quote one example where
a clear unambiguous strategic policy would lead
to an apparently obvious response in terms of
equipment,

Australia because of its island status should
be able 10 block and destroy an invading force on
the high seas before it reaches our shores. We
should also aim to control our threat environment
by forcing a potential aggressor into lengthy lead
limes for acquiring the capabilities of invasion. In
the language of strategic analysts we would be
aiming to push the putative enemy into dispro-
portionate response. One way of achieving this is
for the RAN to buy a further ten or twelve relatively
inexpensive submarines 1o supplement the Ssix
excellent Oberon class submarines in the present
fleet.

This would oblige a potential enemy 1o
respond by developing anti-submarine capa-
biliies at ten times the cost. As well as this cost
burden the enemy will have to greatly extend its
force preparation time since effective anti-
submarine  capabilties require  complex
command and control machinery, logistic sup-
port, properly trained crews and so on. Thus by a
moderate expansion of our submarine force we
could cause an enemy lo defer or possibly
abandon a seaborne assaull on Australia.

The enemy was not deterred and instead
started to develop the capabilities required for
such an assaull, we would still have the option of
adding to our deterrent forces more submarines
or other cost effective capabilities. This in turn
would force the enemy into a further dispropor-
tionate response.

Given Australia’s geography and resources it
is a matter of continual puzziement to me that
submarines do not play a larger pan in our
defence structure. We have at Vickers Cockatoo
dockyard a body of skilled workers who have
been instrumental in transforming the Oberon
class submarines into what the Navy rightly
claims o be equal lo the most effective con-
venlionally powered submarines in the world.
After some initial learing curve problems which
caused unfortunate overruns in costs and time the
Cockatoo dockyard is now a world class specialist
in the overhaul and refit of conventional sub-
marines.

As many of you would know, this process is
virtually the equivalent of constructing a sub-
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marine from scratch except for welding the hull.
The other skills, stripping the hull, checking
equipments, tesling surfaces and sealants,
precise measurements and the installation of
sophisticated new equipment, these skills have
been acquired, developed and maintained at
Cockatoo. In addition the submaring weapons
update programme 15 a further manifestation of
the high level of competence in the workforce.

The problem at Cockaloo is on the ship-
building side and it is a direct result of a most
familiar complaint in the industry. the lack of
continuous work load. In the 15 or so years since
the destroyer support ship HMAS Stalwart was
built at Cockatoo the specialist ship building skills
inevitably decline. This was particularly true in the
heavy metal trades and in maritime engineering. t
is, however, pleasing to note that the government
must be satisfied with Cockaloo's work on the
under way replenishment ship HMAS Success.
Otherwise the yard would not have been invited to
tender for the second vessel of this class.

The significant point about that subsequent
invitation 1o tender is that the original order for
HMAS Success involved certain guarantees from
the dockyard unions which have clearly been
fulfiled to the government's satisfaction. The
matter of industnal relations in Australia's
shipyards is the subject | believe of a lot of ill-
informed comment. As is so often the case the
subject of industrial relations in shipbuilding gains
prominence only when the news is bad. The
success stories like Carrington slipways in New
South Wales and NQEA in North Queensland go
largely unreported.

The construction of the 6,000 ton amphibious
heavy lift ship HMAS Tobruk at Carrington yard at
Tomaga was a story of generally harmonious and
fruitful relations between management, govern-
menl and unions. It was the biggest vessel built by
Carringtons and it took just over a year from the
keel laying in February 197910 the launching on 1
March 1980. It would be foolish to deny that there
are industnal problems at Wilhamtown but | do not
propose to use this forum to apportion blame for a
situation that | am confident can be remedied.

It 1s also a subject | should say which
generally will come within the purview of the
advisory committee on management and opera-
tion of the Williamtown Naval Dockyard chaired
by Mr Ross Hawke ol BHP who is here tomight and
particularly within the purview of the industrial
relations review team examining the dockyard
under the joint leadership of Rear Admiral
Bennett and my friend Harold Souter. Let me just
say that you are not going to get industrial
harmony in a situation where neither the manage-
ment nor the workforce knows whether the
present contract might be their last
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The result is what is familiarly known as the
HMAS lIroniung syndrome. Put simply, if the
curren! order is the last in sight you are not exactly
going to break a rib to finish it. The total lack of
continuity in Williamtown's workioad can only
induce uncertainty and instability and provide and
opportunity for a potentially disruptive element in
a particular union to capitalise on unrest. There 1s
no question that the current refits of the destroyer
escorts at Williamtown would be carried out more
expeditiously if skills had not been lost through
past discontinuity of workload and if the dockyard
could be certain it would get the contract for the
follow on destroyers of the FFG type.

It is worth recalling some of the points made
five years ago by Professor Fink in his report on
the Australian shipbuilding industry. He was very
critical of the government'’s treatment of the lotal
industry compared with assistance given by other
nations to their shipbuilding yards. A number of
governments provide finance so that shupbuilders
can sell on terms at interest rates below prevailing
rates. The OECD, for example, has regulations
that provide for loans of up to 90% of the ship’s
coslt repayable over 7 years at low interesl.

The most important finding of Professor
Fink's report was that it should be possible to
retain the shipbuilding induslry as a viable enter-
prise but he said it must be given the opportunity
to improve productivity by ensuring the fulure
requirements for ships below 90,000 tons ate built
locally. The report said thal initially a 40% subsidy
would be necessary lo compele with Japanese
prices but this could be gradually reduced to 25%
as construction contracts increase.

Professor Fink noted in his repont thal the
world over-capacity in shipbuilding caused
vessels 10 be available overseas at artificially low
prices, virtually a dumping exercise. One result
was o make Australian ship building seem less
efficient than it really is. Professor Fink was writing
as an independent engineer well versed in in-
dustrial matters. He is, or course, now in the
fortunate position of being able to inject his ideas
into the lop levels of defence decision making
from his current post as Chief Defence Scientist.

| wanl to say a tew very brief words about
offset policy If this were an aerospace con-
ference | would be able lo expatate al some
length but it is no secret thal shipbuilding is the
poor relation in the offset family as the experience
of the guided missile fngates, the FFGs, amply
demonstrated, Offset policy is, it | may say so, a
curious creature. It manages to combine the
connotations of both motherhood and virginity at
the same time.

Like motherhood it 1s a concepl that few dare
to criticise but like virginity it is sometimes thought
to be present until closer examination proves
otherwise,



The defence industrial infrastructure is a
national asset which must be judiciously protect-
ed if it is to serve its proper function. The nature
and extent of government suppor are questions
of political and economic judgement which cannot
be shirked or pushed to the bottom of the pile.
What is | believe now needed from government is
the strategic guidance to permit the development
of relevant defence industries, more effective
communication between government, manage-
ment and unions, a radical revision of the defence
procurement process to encourage continuity and
to streamline the presen! cumbersome pro-
cedures and perhaps the new attitude at some
levels in the defence force.

| want to conclude on that aspect by quoting
some remarks made by a former Chief of Air
Force Technical Services Air Vice Marshall
Compton. 1 quote him:

Certainly in the RAAF we generally are not
over enthused about something being made
in Australia or we have not been in the past
because it usually leads us into a large
management task, a lot of problems, delays
in deliveries, cost overruns, lailure to meet
performance and so on.

The Air Vice Marshall was showing un-
common candour on the subject but these
complaints are echoed, | know, privately through-
out the Services. It is a task for government,
management and the workforce to bring about an
industrial climate that will enthuse the RAAF the
RAN and the Army and | for one refuse to believe
that that task is beyond the capacity of
Australians.

There are some obvious obstacles to be
overcome before Australia can develop a viable
base for defence industry; principally. the small
volume of equipment to be purchased and the
limited technology of indigenous industry in
certain important areas but | think we often tend to
undersell ourselves as far as Australian expertise
is concerned. Some useful and | believe percep-
tive remarks on that subject were made 1o the
Katter committee of the Australian parliament
during its inquiry into defence procurement in
1978, 1979,

Mr Colin Herbert, then the Australian
manager of the British consultants, Y-ARD, stat-
ed without qualification that Australia possesses
the level of expertise and technology sufficient to
design and construct the most sophisticated ships
in service today such as a modern destroyer or
small aircraft carrier. Indeed in the commercial
field Australia has designed from scratch ships

which in concept, operation and propulsion are
equal to anything built elsewhere in the world.

There is also a lot of waffle talked about high
technology. and it is suggested by some people
that Australia ought lo concentrate solely on the
top end of the technology scale. What is over-
looked is that high technology is not simply the art
of designing an advanced piece of Iininicate
equipment. It depends on the capability to
produce the materials for that equipment accu-
rately and reliably and to test and operate it under
the conditions for which it is required. It has been
said that the high technologist in a low-technology
environment is doomed to perpetually reinvent
the wheel.

Australia has the capacity for high lech-
nology but too often the government and
managements cannot see beyond the reinvention
of the wheel. Of course there are commercial risks
involved, but my experience of Australians,
particularly on Saturdays, is that we are habitual
risk takers. We also have some strong cards in
our hands. Our reserves of natural resources, our
high level of technical education, and our ability to
generate funds for capital investment are sup-
ported by a workforce which is skilled, basically
motivated, and comparatively well rewarded.

Against this, there are some further ob-
stacles that are man-made or, rather, govern-
menl-made. | instance the current shortsighted
approach to the future of some of the government
factories now under examination by Sir Philip
Lynch and his so-called "razor gang”. They are
now threatening to close down the Government
Clothing Factory at Coburg — | have a particular
interest, because it is in my electorate — where
the staff of about 720 are fighting a constant batlle
against the system of ordering that swings widely
between peaks and lroughs. Of course the cloth-
ing factory incurs significant overtime bills for
some of the year, and relatively slack periods at
other times. It is largely due to the problem familiar
to many ol you, of an uneven workload which
afflicts so many government enterprises from
shipbuilding to shitmaking. The answer is nol to
shut down the industry and jettison the skills of a
public enterprise which has served and can con-
tinue to serve this country well.

What is required in this whole area about
which we are speaking is a new partnership
between government, management and workers
— atriad of forces. if you like, which may not make
Australia invulnerable but which can begin 1o
provide us with an efficient and profitable in-
dustrial base for the defence of our nation.
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DISCUSSION
Chaired by Captain L.G. Fox RAN (Rtd)

Admiral McNicoll (Member of the Institute): Mr
Hawke, | ask this question with some diffidence. |
have, and we have been kicking defence around,
and until your eloguent and delightful speech
tonight, we have not heard the worker's side
whatsoever. The question | was going to ask was
this. That in the Navy, we are completely
dependent on the unions, the workforce, to refit
our ships while they are at home, and even o get
the fleet to sea and on occasions — for reasons
that | will not go into — they have failed to do that,
either one thing or the other. And | would like to
ask you if this would be any different in time of war
thanitis in time of peace?

Mr Hawke: | think you can answer that question in
at least two parts. The first by looking at history.,
and second by theorising. | understand that while
during the last major war, the Second World War,
there were problems at times, generally speaking
— and | obviously do not speak from intimate
personal experience of that lime — bul generally
speaking, | understand that those of our work-
force who remained here and were responsible
for activities in that area substantially and
patriotically met their obligations. Now. of course,
when you come lo hypothesise about a future
situation, | suppose you do straightforwardly have
to make this point, that to some extent it would
depend upon the particular conflict in which you
were involved.

| do not want to go over the political events of
the Vietnam experience, but it would be less than
honest it in answering a question like that, one did
not make the point that there was something
significantly less than a universal approbation of
the then government’s decisions in thal respect;
and therefore that less than enthusiastic involve-
ment on the part of many people, and including
many unionists at that time, inevitably would have
had some effect upon attitudes in respect of the
question that you raise, And if you are talking
about a future situation, | guess that the attitude of
some elements of the relevant workforce could be
coloured by a judgment on their par that the
government of the day had made, again, what
they may judge to be an inappropriate commit-
meni.

But if you go to a situation where — and of
course we all hope that this does not arise — but a
situation did arise where we were at war and that
involvement was one which was understood

Page 50 — Seapower 81

umversally or virtually universally by our people
as being a necessary involvement, | would be
extraordinarily surprised if the attitude of the
Australian workforce were other than one of
commitment to ensuring that our armed forces, in
general, our navy in particular, that you referred
1o, should be other than tully serviced by whatever
could be done by the relevant unions. Let me
conclude my answer to your question, however,
by saying that industrial relations, whal people do
i5 not something that you just drag out of a
textbook or make judgment about in terms of the
way you can make judgment about chemical
processes, because what happens in those cir-
cumstances depends upon reactions and feelings
of human beings.

And even in times of war when the very
survival of your country can be in question, those
questions of human emotions and reactions are
going to reflect themselves at times in attitudes
which may be assumed as less than satistactory;
which leads me to the positive points, that it
seems 10 me in war and 10 a very large extent just
as importantly in peace time, that we should
understand that when we are doing something,
whether it is manufacturing steel or providing a
service 1o the Navy at a time of refit of one of its
vessels, that the use of people is something
basically different from the use of materials. And if
you are going to get the best out of them, then
what is required is the greatest possible degree of
involvement of them and understanding by them
of the decisions that are being taken.

And | think, certainly from the expenence that
| have had, that a very, very large number of the
industrial disputes that have arnsen have not been
because either the unions have been bastards or
the management have been bastards but. in fact,
because there has been a neglect on the part of
management, and some neglect on the part of
unions, to involve themselves in an understand-
ing of whal the realities are of the situation in
which they are involved. So | would make the
point that in war, as in peace, | would press upon
management lo give 1o the area of industrial
relations a greater importance than it tends o be
given in our operations.

But | have made the point in other occasions,
for instance in the Boyer Lectures. It never ceases
to amaze me that managers of large enterpnses
when they are making decisions aboul invest-



ment programs involving perhaps hundreds of
millions of dollars would never in the remotes!
stretch of their imagination believe that they
should leave to subordinates decisions about
such major investment programs: but in respect of
decisions concerning relations between men and
management in terms of how thal invesimen! was
going 1o be used, if it was going 1o be used at all,
they seem to think that that sort of relationship is
something which is not significant to them as top
management but something that can appropriate-
ly be left to people down the line.

It seems to me 1o be basically an uninteligent
son of approach. | am sorry that the answer is so
long, but | would say this to you that if we ever did
again get into the situation of conflict that you are
talking about, and if | had anything o do with the
running of things | would be saying to those in
charge of that area of our affairs 1o give in
advance, not after the problem, bul in advance 10
say "Look, consultation, involvement of your
workforce in understanding what is involved, what
we are about., what the purposes are, IS some-
thing of pre-eminent importance”. I you do that in
advance, it seems to me that you are going to
avoid a lot of the problems. | mean thatis, after all,
whal you do with your equipment in your re-
equipment programs and your refitting arrange-
ments. You do not wait until your ship is run down
or sprung a leak, you have your preventative
maintenance programs. You bring them in. Well, |
guess that is what you ought o do.

And, similarly in the area of industnal
relations, do not wail until the problems occur,
Give the pre-eminence to industrial relations to
get good relations and | would be very confident
that in such a circumstance as you refer to, you
would not be faced with any problems of any
significance.

Squadron Leader Cornish, Naval Staff College:
Military strategy is often the outcome of appli-
cation of government policy to the military torce, If
you become Prime Minister of this country, would
you supporl the attitudes you have expressed
here tonight and, if so, how would you implement
them?

Mr Hawke: This is a defence seminar, and you
are going 1o see some beautiful back-foot defence
now. | refuse to enter into speculations about my
personal future, and | do not think we therefore
need to respond to the question in the hypo-
thetical situation that you have framed your
question in, All | can say is two things. Firstly, as |
said at the beginning, | do not — yel at any rate —
pretend to be profoundly expert in the area to
which | have addressed my remarks. | am
developing a very significant interes! in the area. |
have got an enormous amount to learn, but what |
have expressed tonight represents at leas! at this
stage of my thinking what | believe is appropnate.

And | cannot see at the moment why | would have
any reason lo change it, and in whatever capacity
I may find myself in the tuture | tend to think my
thinking would go along the lines | have ex-
pressed. But, being an intelligent person, | am
subject to the processes of persuasion,

Admiral Robertson, Member of the Institute. Mr
Hawke, there is much that you have said this
evening which | think a lot of people here would
agree with but there is one particular question that
a lot of us are puzzled over. You would be more
aware than most that many of our shipyards
around Australia over the last ten years, due to a
variety ol factors but in the long run 1o ther
compelitivenass, perhaps, have closed down
Indeed, if it were not for Naval orders, perhaps all
our shipyards except those building trawlers and
things below that level would, indeed, have
closed. We have now, of course, the campaign on
the 35 hour week and | understand of course that
certain yards which have Naval orders are. as you
musl know, suffering considerably from this which
will indeed affect their competitiveness and may
indeed result in whether or nol in the fulure they
are sufficiently competitive 1o be able to obtain
orders. This seems o run rather counter 10 the
principles you have been putting forward in your
speech, and | wonder would you give your views
as 1o why that industry, so important to delence.
has been included in this particular campaign?
Mr Hawke: | am nol quite sure whether when you
refer to the damage 10 competitiveness you are
lalking abou! the possible damage effect of the
aclual campaign, stoppages and so on., or
whether you are referring — which | probably
think you are — 1o the possibility of the extension
into that area of industry of a lower standard
hours. And | assume, really, you are talking about
the second rather than the lirst. And all | can say
— well, not all, | could say two or three things
which | think are relevant and perhaps helpful.

When we are talking about the move 1o
reduced hours | think we have really got to under-
stand, as | tried to put in the House the other day,
that the world 1s not standing still, it has not been
standing still and it I1s not going in the future to
stand still. One of the observable changes which
have taken place in this country since 1947 1s a
move to lower standard hours something like 40%
of the worklorce indeed has hours, standard
hours of less than 40.

Now, one can leave one's prejudices aside
onthis and at least accept that that is the fact You
might not like it as a fact. but it is a fact. And it is
also a fact — again one that you might not like, but
it 1s nevertheless an indisputable fact that that
process will go on in this community. | would
suggest that every week there will be at least one
enterprise in this country which will be moving to
reduced hours. Now, if that were only happening
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here in this country, then there would be, |
suggest, a great deal of substance in your
question; and if Australia were out of kilter with
movements in other countries towards reduced
hours then this could indeed be having a dele-
terious eftect upon our competitive position.

But the evidence does no! sustain that
proposition, The evidence is that in fact there is
this move 10 lower standard hours right round the
industrialised world. And in strict economic terms,
the move towards lower hours in the shipbuilding
industry here would only have an adverse impact
if in fact we were moving in that sector of industry
and in associated ones, faster than is happening
elsewhere. Now, | am not asserting to you that in
other competilive areas that they are moving
more slowly than we are; | do not know. Butif itis
the case that we are not moving more rapidly and
do not move more rapidly than others, then that
aspect, of itself, will not worsen our competitive
position.

| would like to make one other point, and |
want to make it in as non-partisan a sense as |
can, because | do appreciate that on this 35 hour
week issue there is quite legitimate room for
differences of opinion. The evidence available to
me from a fairly detailed examination that | have
made of negotiations that have taken place in
various seclors ol industry does sustain, to my
satisfaction. the proposition that properly
negotiatled agreements between management
and unions on this issue can, in fact, produce
countervailing benefits to offset the undoubted
cost that can be involved in the move to lower
hours. In fact, a number of such productivity
bargaining events have taken place under the
auspices of the Arbitration Commission.

True it is that in the decision eariier this week
the commission suggested that that should
cease, and they suggested it should cease
because they said it was not compatible with a
general campaign. But they did not say —
because, | believe, on the evidence of their own
decisions they could not say — fhat in particular
industries or enterprises that you cannot get off-
setting benefits, Now, these may well arise
because perhaps unsatisfactory practices have,
in fact, in the past. been militating against higher
productivity. The pomnt | make is that if in the
shipbuilding industry where undoubledly a
number of unsalisfactory working practices do
exist. il as a result of freely negotated agree-
ments you could get concessions by the unions,
by the workforce, to give up restrictive work
practices and positively to engage in more pro-
ductive work practices, | pul to you that it may well
be thal it will not be just a case of saying you just
look and say there are certain increased costs in
moving to lower hours. It may very well be that on
the other side of the balance — it may not
absolutely balance, 1 may be a bit less, conceiv-
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ably it could be a bit more — by the abandonment
of restrictive working practices and the adoption
of more cooperative attitude between manage-
ment and unions, you may get offsetting advant-
ages. Now, | do not want to say that will
necessarily happen, but | do feel that the available
evidence would suggest that that has happened
in other sectors of industry.

And | would conclude by saying that there
does seem to me 1o be an enormous amount of
evidence that in the sector of industry that you are
talking about there is a great deal of room for
improvement in working practices and more co-
operative attitudes. and it may well be that in the
circumstance that we are talking about. that could
be achieved.

Mr Fynmore, BHP: Mr Hawke, | would like to take
you forward in time — some of the speakers this
afternoon were talking about the 1990s. Let us go
out to the late 80s when perhaps you may be
sitting on the other side of the house.

Mr Hawke: Before then.

Mr Fynmore: Given that we are going to have a
resources boom — it may be coming along a Iittle
slower than some may have thought — in the late
80s I think we will be exporting gas from the north-
west shelf, a lot of coal, minerals. | would think that
our economy should be strong. | think most
people expect we will have a stronger dollar even
than we have today. Many pressure groups in the
country, academics, politicians, lobby groups.
others, consider that our tariffs must fall. In a
country that is rich in resources, that considers it
should have a defence industry — and | refer in
particular, say, to the heavy engineenng industry
— what do you see for the future if we continue to
pull down our protection?

Mr Hawke: | think everyone in the audience will
appreciale that the question that has been asked
here raises very fundamental questions about the
nature of our economic development in the 80s
and to do justice to the question | would have to
give an exceplionally long answer. | will Iry and
reduce it down to what | think are the essential
elements. The argument runs that — and that is
an argument which 1s put by those who for various
reasons would not like to see the most rapid
possible development of our mineral resources —
the argument runs that if we develop those re-
sources rapidly we will build up our extlernai
income and that the inevitable impact of that is
that you have got to revalue your currency and, in
those circumstances, either revalue the currency
and/or a combination of reduction of the tariff,
otherwise you are going lo have unnecessary
inflation or unemployment,

Now, you will appreciate that | am putting the
argument in its barest of bones. |. and many of my
colleagues within the Labor party, lake the view
that in fact we should not be afraid of the develop-



ment of our resources because that development,
properly managed, can provide a siluation in
which the one major constrainl against a more
expansionary government policy to enable more
jobs to be created would be removed. In other
words, in economic terms, il you talk aboul the
desirability of a more expansionary government
program 1o create higher levels of activity, more
jobs, the one basic economic constraint. So if you
do that, you know the argument, that you run into
balance of payments and exchange problems
and so on. Now, if in fact from your augmented
earnings from mineral development you do get a
situalion where the balance of payments con-
straint is removed or substantially mitigated, it
seems to me that a government of either political
persuasion if it is so minded is in a better position
lo adopt expansionary economic programs with a
lesser fear of potential inflationary consequences.

And | believe that any government, Labor or
Liberal, thal is talking abou! expansionary
programs does have a responsibility to think in
terms of possible inflationary consequences. And
the removal of a balance of payments constraint
associated with this development does give any
government, of either persuasion, the opportunity
of thinking about expansion of a less inflationary
kind. Now, that is, if you like, the general
economic conspecius which | think fits around
your question. It seems to me that in those
circumstances that we are lalking about, or In
circumstlances In which we were not having a
mineral boom of whatever level of dimensions
that you wanl to have, that there are going 10 be
inevitably pressures upon our structure of manu-
facturing industry as it exists.

We know, basically. what those fundamental
economic pressures are, and nol the leas! of
those. of course. 1s the facl that if you look at the
growth patterns and growth paths of the countnes
of the world, the one thing that sticks out more
obwviously than anything else is that the growth
path of the countnies of the Pacific nm have been
going at a very, very significantly higher rate than
the rest of the world, and certainly higher than
ours. And that in a circumstance where we are
selling our agricultural and our mineral goods to
these countries, there inevitably — it is a funda-
mental fact ol economic life — there are going to
be increasing pressures upon us to buy where we
sell. And that, ultimately, is not something that can
be avoided.

So what | come 1o, theretore, is that | think
that really, on balance, the sort of developments
that you are talking about are going to put us in a
stronger position to deal with the sort of problems
which inevitably are going to emerge. Thal is,
some of our industry, | believe, will in one way or
another be restructured. The problem for a
country without resources 15 that il those

pressures upon your existing industry are such
that a government has not got the capacity to
develop alternative employment opportunities,
then you are really down the gurgle. But the
advantage, il seems to me, ol developing our
resources will be — and that is why | am in favour
of developing them al a more rapid rate perhaps
than some of my colleagues — the advantage, it
seems lo me, is that it will give a greater degree ol
flexibility 1o a government of any political
persuasion lo handle the pressures for restructur-
Ing in a way which can involve, if necessary, the
creation of new employment opportunities. | am
one — and, as you know, | was a member of the
Jackson Committee and of the Crawlord
Committee. | am certainly one who would not be in
favour of just moving to bringing down our tariffs
because it is "a good thing". Because | do not
think in economics or in politics there is any such
thing as an unqualiied “good thing™. It would
mean, if we were not in an economic position to
develop alternative opportunities — it would
mean unemployment of labour and capital
resources, and | cannol see any economic sense
in that

So what we have got lo be working towards
as. | think. essentially we argued in the Crawlford
Report, what we have got to be moving towards is
a situation where by the operation of expansion of
the private sector with, in my judgment. stimulus
from the government sector, we can lower the
lever of unemployment. | think — my judgment is
— that the development of our resources will put
any government in a better position to do that so
that we will be able, | believe, in the period that you
are talking about. 1o handle restructuring in a
much betler, more efficient and humane way. | am
sorry that the answer is a bit long. but | think it is a
fundamentally important question

Commander Campbell, Member of the Inslitute:
Once upon a time. Mr Hawke, a very distinguish-
ad guest wen! to dinner in a great house, and in
the course of the evening the discussion ranged
from politics 10 sex 1o religion and under one of
those categories the subject of unionism came
up. The distinguished guest

Mr Hawke: It could easily be under sex. could it
not?

Commander Campbell: The distinguished guest
turned to the butler and inquired whether he was a
member of a union and the butler said “No, sir, I'm
not”. The distinguished guest said "Why?" and he
said "Well, because | am unique” and, yes. | beg
your pardon, the distinguished guest said “Bloody
reactionary”. By that definition, sir. we have some
70,000 reactionaries in the defence force. Do you
see a role for unionism in the Australian defence
force?
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Mr Hawke: | have often been asked this question
and | answer it in this way. | have no reason 1o
believe that it 1s not still the correct answer Il
seems 1o me that this is a situation which ought to
come from within the services themselves. If there
15 a substantial feeling amongst the services that
their interests would be served by having a union
then | do not see any reason why the interests of
the community would be disadvantaged by that
happening | believe that you would obviously
have 1o have certain qualifications, | mean. | do
not think that you could have an unhmited nght 1o
strike in that situation because — well, | think the
argument 15 obvious. | think that would be in-
appropriate in those circumstances

| also think, and this Is my own judgment, that

|

it would not be appropnate for them 10 be
members of broader unions. | think it ought 1o be,
if the feeling 15 there, it ought [0 be a service or
services union, because | think they have
particular and unique sons of problems and en-
vironmenlts within which they operate But | do not
think it would be beyond the wil of men and
women If the leeling was there and it was strong
enough, to work oul cirrcumstances in which a
union could both be beneficial 10 the interests of
the people concerned, and not be inimical {o the
interests of the community, but | repeat, 1t 15 not
something that | would want to be imposing. |
would rather see — if the desire for it developed,
then | would respond positively to it

His Excellency the Governor General, Sir Zelman Cowen on arrival at the seminar. Commodore Berlyn is
being introcduced to His Excellency.
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THE INDUSTRIAL FOUNDATIONS
OF MARITIME DEFENCE

by Admiral Sir Anthony Griffin, GCB

Introduction

As those of you who have degrees in
philosophy will know the course slarts with
lectures on logic. A favourite beginning is for the
Don to write up on the blackboard 2 + 2 - 4 He
then goes on to show that this statement is riddled
with assumptions which should be argued. He
spins this process out for two hours.

Consequently in addressing this daunting
subject for no more than forty minutes in front of
this territyingly distinguished audience | have
drawn comfort from some of the recurring themes
voiced at the Institute’s first Seminar in February
1979 by such eminent speakers as His Excel-
lency the Governor General. the Transpon
Mimster Mr Nixon, Commodore Robertson,
Professor MacGwire, Mr Gough Whitlam and
Admiral Zumwalt.

Between them they stressed the growing
importance to this island continent of everything
to do with the sea: the need to move as rapidly as
possible towards greater self reliance whilst
recognising that this could never be total; the
growing tensions around the rim of the Pacific
Basin and the threats they hold for Australia; and
finally the interdependence of the various ele-
ments ol sea power namely maritime trade,
defence and industry.

Whether the pursuil of these strategic
themes and their industnal implications in an
Australian setting can be based on either
assumption or argument is ol course a malter
which only Australian can decide.

In the British comtext maritime defence
strategy has to be argued continuously and
becomes frenetic every time Minislers change.
We now have our 17th Secretary of State for
Defence since the end of World War Two. By
contrast, and until a few years ago, this argument
had always been happily coupled with the
assumption thal there would always be an
industry to provide the ships. It is this assumption
which has recently been challenged because
shipbuilding — the comerstone of our industnal
foundation for maritime defence — had got into
such serious financial trouble thal many thought it
should be left to die the death of a lame duck.

Consequently the pursuit of these strategic
themes in Britain has become all argumeni and
every single one of what we had previously

regarded as self evident truths, excep! possible
that Britain 1s a lump of coal surrounded by fish,
has had to be argued almost as thoroughly as a
philosophy Don would argue that 2 + 2 = 4

| therefore thought you might like to know, at
least in outline, how we have fared over these
arquments. To pul them into perspective | have
first sketched in an historical background and
briefly described the industry which the new
Corporation of British Shipbuilders inherited. |
have then addressed four of the main percepls we
had to argue on the national political front and
concluded with the principal changes we believed
we had to make if the industry was to survive.

Historical Background

Ever since the Indusirial Revolution the
fortunes of British shipbuilding have followed a
sine curve with deep troughs occurring on
average every forty five years — 1840, 1884,
1930 and 1975. In 1932 only two merchant ships
were launched from amongst over a hundred
British ship yards. On the other hand in 1900 the
industry was building 80% of the world's merchant
fleet and had provided whole navies for China and
Japan. It was all privately owned except for the
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Russian theatres during his 42 years in the Navy The
Admuiral speciahsed in navigalion in 1944, as a class-
mate ol a former CNS. Vice Admweal Sir David
Stevenson
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Royal Dockyards which not only repaired but also
built warships.

These pnvate firms had operated for
decades with a nearly captive home market and
little competition from abroad over exports. They
dealt with slumps in demand by shedding their
workforce with little it any notice or compensation
They competed fiercely amongst themselves and
as the quality and sophistication of the demand
increased only those firms with sound design
ability survived.

The scene changed dramalically after the
Second World War when Japan decided to make
shipbuilding a major plank in her economic
recovery programme. In 1956 she overtook
Britain and soon afterwards adopted the slogan
'80 by BO", meaning she aimed to secure 80% of
world shipbuilding output by 1980, thus effectively
putting the whole of Europe out of business. For
the British and some other European shipbuilders
bolh home and abroad, export markels were
shaltered. Years of bad industrial relations made
matlers worse and the cosl of overmanning and
demarcation caused many firms to collapse. They
would probably have failed anyway even in a fair
markel which of course was nol the case.

The Government'a growing concern led to a
series of reports such as Geddes in 1966 followed
by Patton, and Booze Allan and Hamilton, to-
gether with support from varnous Industry Acts. All
involved laxpayers money so Treasury fingers
have been stuck in the industry's till ever since.

Some respite resulted from these measures
but as usual they were too little and too late and
the industry continued to decline.

Some companies, ke Cammell Laird,
Appledore and Sunderland. were taken into
public ownership, well before general nationalisa-
ton, to save them from collapse, Others, like
Denny, were left to go out of business altogether.

Worse lollowed. The ail crisis of 1973 had
wrecked the world market bul, despite this, ship-
building capacity, especially in Japan, the
Developing World and COMECON, continued to
expand dramatically until it scon amounted to
over three times the demand. Ship prices fell well
below the cost of building them even in Japan,
South Korea and Poland, and this situation
generally prevails today.

In Britain organised labour and the Labour
Party clamoured ever more loudly for national-
isation. In the autumn of 1975 the Labour
Government launched their Nationalisation Bill
and appointed an Organising Committee 1o plan
the nationalised industry. There were two of us
and we set out to put our plans into effect within six
months. that meant by mid-1976.

However, we were dogged by dogmatism,
The Tories, clinging to Adam Smith'’s free market
theories of 1776. were fundamemally opposed to
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nationalisation since in ther view 11 could only
mean inefficiency and the leatherbedding of the
workforce. They were quite prepared to get oul of
merchant shipbuilding altogether in favour of the
apparenlly thriving industries in the Developing
World. The Labour Government on the other
hand, with a majority of only one in the House of
Commons, and a minority in the House of Lords,
were still largely driven by the clamour of their
supporters for job security. 'No redundancies’
was lheir slogan and that meant of any kind,
including voluntary. The Bill had a very rough
passage, and in our view the arguments between
the two political parties were irrelevant and time-
wasling.

Eventually though the seriousness of the
world crisis and the consequent difficulties of the
industry became so stark that both Parties agreed
lo compromise and Brntish Shipbuilders was
formally established on 1st July 1977. We had lost
an invaluable year.

The Inheritance

We inherited some 120 companies, including
subsidiaries, and about 86.000 people. They
formed only part of Britain's maritime industry.
The rest, most of which was privately owned,
included about a hundred firms building small
craft and vessels amounting to less than 5% of
national output; between 300 and 400 firms
making marine equipment including special
weapons and equipment for warships; and about
half the national ship repair capacity other than
the Royal Dockyards.

The Corporation’s companies operated in Six
main helds namely merchant ships. warships,
marine diesel engines, general engineenng, ship
repair and offshore vessels and structures

The warship-builders had already been
largely reorganised in 1971 lo deploy design
effort 10 best advantage and rationalise pro-
duction so as o provide capacily, on a specialised
based. 1o meet all the shipbuilding requirements
of the Royal Navy together with about a 30%
margin for exports where demands would help to
keep a competilive edge. Thus Vickers, Yarrow
and Vosper Thornycroft were nominated as ‘lead
yards' whose design staffs specialised in par-
ticular classes of ship. They were thus able not
only to guide the lead yard, which invariably built
the first new ship of a class, but also other yards
which might be required lo build repeat ships. For
example Vickers acted as the lead yard for all
submarines, both nuclear and conventional, as
well as Type 42 destoyers. Under Vickers
guidance repeat submannes or destroyers are
being built by Cammell Laird, Scott Lithgow,
Swan Hunter and Vosper Thornycroft

Whilst the design authority for all RN ships
remains with the Navy the design expertise of the



lead yards was such that they could design and
build to the special requirements of the export
marke! without lechnical assistance from the RN
— for example Vosper Thornycroft's Mark X
frigates for Brazil and Vickers small conventional
submannes.

Three yards, Swan Hunter. Cammell Laird
and Scott Lithgow, acted as the so called ‘follow
on yards' whose production capacity could be
deployed with some flexibility between RN and
civil work. For example Scott Lithgow. in addition
1o being the follow on yard to Vickers for con-
ventional submarines also acts as the lead yard
for special civil vessels and structures in the
offshore market.

The lead yards were. and still are. operating
profitably,

As for the rest of the industry, the main
problem area, because it was the largest and
most affected by the severe slump in the world
market, was merchant shipbuilding. There were
about 42,000 people in that division and they had
very little work in prospect. With tew exceplions
the companies were either bankrupt or heading
that way. The engine builders and ship-repairers
were in similar plight.

With both the market and the industry in such
disarray urgent and drastic action was needed. It
was bound to cost money whether the industry
was saved or shut down, and over a period of a
few years there was little to choose financially
between these two alternatives.

Against that background | would now like to
rehearse four of the main percepts we had to
argue on the national front in order to keep the
industry alive as what we had always assumed lo
be a vital national asset.

PRECEPTS

The more a Country depends on the Sea the
greater its Need for a Maritime Industry

Few if any of us here today would doubt thata
maritime country, almost by definition, needs sea
power_ Il was a recurring theme of the Institute's
first Seminar and the subject of Admiral of the
Fleet, Lord Hill-Norton's talk to us yesterday. lis
acceptance is spreading outside the traditional
maritime countries. President Houphouet-Boigny
of the lvory Coast put it succintly last year when he
said ‘The way to economic emancipation is the
sea’. This dictum is being followed increasingly in
Africa and elsewhere. Even Nepal has recently
been in the market for merchant ships.

In Britain no serious doubls are voiced about
our substantial merchant fleet so long as it
remains a net eamer of national revenue.
Similarly the case for maritime forces continues to
be sustained by the military threat argument.
However we met serious opposition to the idea

that sea power should also include the where-
withal to build and repair ships. Of course the full
inventory for a comprehensive maritime industry
1s formidable since apart from shipyards one has
to consider training. research and development
and marine equipment including weapons, Il was
therefore very easy to pillory the costs, especially
as practically all types of civil and naval ships,
complete with their equipment, could physically
be bought from abroad at acceplable prices.

Our rebuttal was based mainly on the
argument that Britain, with its crucial dependence
on the sea could not sensibly rely totally on
economic competitors to build all our ships when,
how and where we wanted them. Many of those
competitors. notably Japan. South Korea,
Taiwan. Brazil and COMECON had for years
been pursuing giobal loss leader commercial
strategies for economic or political reasons or
both. Admiral Gorshkov spells it out in his book
‘The Seapower of the State." ALL COMECON
shipyards work to a Soviet five year loss leader
plan with prices which undercut not only Japan
but also even cut-price South Korea,

Such government sponsored loss leader
strategies have come very close to extinguishing
shipbuilding in Europe altogether. Fortunately we
have been able to persuade both British ship-
owners and our Government that once that had
happened they would have no option but to pay
the new going price, lake their place in the queue,
accept standard models or pay extra, put up with
whatever quality was dished out and of course
pay for the countries abandoned resources in
terms of both people and capital installations.

We also pointed out that the survival of the
industry depended more on the quality of its
design and production skills than the quantity of
its facilities. It was not therefore necessary lo pay
for a full inventory and in any case complete self
reliance had long gone by the board. For example
Western Europe can now obtain crankshafts for
slow speed marnine diesels only from ltaly or
Japan. The French and Dutch navies depend on
Rolls Royce for their main propulsion engines and
Britain depends on Australia for Ikara. We foresee
the need for even greater interdependence in the
future and believe this makes it all the more
important 1o have selecled, worthwhile and
continuous confributions to make o the
exchanges.,

In this connection | would put offsets in a
somewhat different category since they usually
relate 1o specilic contracts and exchanges in the
defence field. We find this is often a very
frustrating business unless a much wider field
than defence equipment is broughlt into play, for
example barter deals in raw materials.
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These arguments eventually prevailed and
both political parties have now declared a national
need for a viable shipbuilding industry,

Turming now to another political hot potato
my next precept is, A viable Shipbuilding
industry needs a broader Base than Warship-
building.

The Conservative Manifesto of April 1979
promised o offer back lo private ownership the
profitable parts of British Shipbuilders and these
consisted mainly of the three specialist warship-
builders. The promise stemmed from pure dogma
and to rebut it took us sixteen months.

Our main arguments were first that such a
move would seriously disrupt the whole process
of coordination and restructuring which we knew
was the only basis for survival. This process
involved extremely delicate industrial relations
which, if upsel could very quickly cause the civil
sector 10 collapse carrying with it the “follow on’
yards which incidentally had more naval business
on hand than the three specialists. Second,
following such a collapse, the specialist yards
could not long survive since their prices would
have to nse 0 meel all the infrastructure and
equipment costs which had previously been
spread across the industry as a whole. This would
put an even greater strain on the Royal Navy
budget and severely reduce our chances of
winning all important export orders. Third we
pointed out that we would lose the great benetfit of
cooperation between the specialists and the re-
maining yards which was a two way affair. For
instance Cammell Laird had developed a revo-
lutionary method ol building Type 42 destroyers
and had cut the normal construction time by a
year. Vickers' nuclear submarine technology had
been invaluable to Scott Lithgow in their very
demanding off-shore work; and many thousands
of people had kept their jobs because we had
been able to swilch work amongst the different
sectors to keep in line with changes in naval and
civil demand. Fourth we pointed out how import-
ant it was to coordinate naval marketing and so
present a united response o custorners not only
for warships but also for a wide range of other
maritime needs. Finally we suggested that with
the cuts in civil service numbers the Royal Navy's
task, 1in having to deal with an uncoordinated
industry would be much more difficull.

It took about two months after the Tories
were elected in May 1979 for these arguments to
preval. However, we had faled to make them
stick and, even though market conditions had
become even more difficult, the whole subject
was resurrected lour months later and gathered
much more momentum. On this second. and
hopefully final occasion. much the same argu-
ments were deployed but this time more widely in
the Press and we had to lobby at least eight
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cabinet mimisters. The process look a further
ten months and we could ill afford the time.

This leads to my third precept which is that —
A country which is fundamentally dependent
on the Sea must coordinate its Maritime
Policy.

There are at least three sides lo this precept
and the first is political. The Party arguments,
initially over nationalisation and subsequently
over hiving off the prolitable warship yards. have
cost us dearly. Some 40% of our top management
effort had to be devoted to them, We lost about
two years worth of work and momentum and
many lalented people who ran oul of patience We
also lost hundreds of millions of Pounds worth of
orders since customers were naturally uncertain
of our reliability as suppliers.

The politicians pitched from the dogmatic
exlremes of job security at any pnce on the one
hand to Adam Smith's undiluted philosophy on
the other. We argued that in a market place where
Adam Smith’'s theories lay trampled under
Gorshkov's sea bools and other loss leader
threats, the only survival course was towards full
commercial viability coupled with Government
subsidy so long as those threats persisted. We
hope this has now been settled but we will con-
tinue to need a consistent, coherent and, above
all a unified political setting for our business and
this can only come il shipbulding. like our
problems in Northern Ireland, is taken out of party
political controversy.

A second side to coordination concerns the
many different elements of sea power. These
include a maritime force, a merchan! navy, a
fishing fleet, a hydrographic service, marilime
surveillance and control, navigation aids,
pilotage. rescue and salvage. pollution control
research and development, shipbuilding, and
shiprepair both in the public and private sectors.
These elements talk to each other in a desultory
way if at all and the result is that chances of saving
large sums of money are squandered and
combined operations are often blighted by in-
compatible policies or equipment such as
communications. An informal body in Britain,
called the Greenwich Forum, has been trying for
years to sell the idea of maritime coordination but
so far with little success. For example, not long
ago the Government gave British shipowners
£600m to rebuild the British merchant fleet, As
there was no coordination between departments
no strings were attached and about £400m worth
of business was given 1o Japan at a crucial time
for both Japanese and British industries. A more
recent example was the argument between two
British fishery protection authorities about
payment for new off-shore patrol vessels which
both authorities had agreed were essential. The
shipyard concerned, one of the best in the
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country, stood eagerly by to get on with the job but
were kept waiting by the argument so long that
they only got the contract when they were within
forty eight hours of having to be closed down
altogether.

Some countries, for example Argentina,
have attempted to deal with this problem through
a powerfully placed Minister for Maritime AHairs,
but with only limited success since he has been
unable to reconcile the widely differing attitudes
and style of government agencies on the one
hand, such as defence, with those of commercial
interests such as private shipowners on the other
We are very far from finding an answer to this
problem but | beheve the idea of a two man
committee of the Cabinel, charged with main-
taining a unified national mantime policy, would
be worth a close sludy.

The third side 1o coordination concerns the
vas! array of authoriies whose policies can have
a major effect on shipbuilding. On the inter-
national front there are the OECD, the Common
Markel, the Internatonal Marine Consultative
Organisation, and al least twenty others, In Britain
we have to deal with thiteen Government Depar!-
menls and numerous national authorities oulside
Government such as the General Council of
Briish Shipping and the Trade Union Congress.
There are many private sector bodies loo such as
trade associations. Most of them bear on our
business continuously, and all have to be monilor-
ed constantly.

So complex had these linkages become that
it was impractical for any individual company to
spare the ime or the people to find out what was
going on. We have therefore taken this on as a
major task lor Headquarters and aim not only to
lap in to what these authorities are saying but also
to try 1o influence them into saying the right thing.
for example for a Common Marke! subsidy policy
Based on what we can discern from all these
nalional and international inkages we have been
able 10 work out reasonably robust policies which
can be handed to individual companies o exe-
cute, such as designing for international pollution
control,

It was in this general area that we found very
few people who understood the meaning of sea-
power and its relevance to the prosperity of an
industnialised 1sland like Britain.

Talking about government leads me to my
fourth precept which is Government Support for
Industry must be at Arm’s Length,

Despite everything said in our nationalisation
Acl about decentralisation, this 1s not how things
have worked out in praclice.

Tolsloy summed it up when he wrote 'l sit on
a man's back, choking him and making him carry
me, and yel assure myself and others that | am
very sorry lor him and wish to lighten his load by all
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possible means — except by geting off his back

The Government machine, however ably
staffed, and regardless of political party, treats
any support for industry as a total licence to
manage it. The resulls are almost mnvanably
catastrophic because government methods are
incompaltible with commerce. They require con-
census amongst departments and this i1s usually
achievable only at the level of lowest common
denominator and lowest nsk The process usually
lasts longer than a customers patience We [ost
many who soon gave up even trying. Furthermor »
Government officials, being personally answer-
able 1o parliamentary committees, especially the
Public Accounts Committee, require minute
details of every transaction to be explained and
recorded in case lhey are called into question,
possibly some years after the event. For a long
period every one of our potential orders which
involved subsidy had o be velted in detail and this
process normally look weeks of haggling and
explanation of esotenc points It became even
worse when the Government itself became
answerable 10 the EEC Commussion m Brussels
since the average time for clearance was thereby
extended by a lurther four months. Customers fell
away like autumn leaves. All this was in marked
contrast 10 the demands ol an exceplionally
difficult market where survival often depended on
quick reaction 10 a lelephone call by a ship-
building Director who was prepared if necessary
1o take risks in pursuit of fleeting chances

Our arguments have had too Iittle eflect and
decentralisation is still not working out as it was
intended. We therefore aim, whilst keeping the
Corporation as a strongly coordinaled com-
mercial enterprise, 10 shed government subsidy
altogether and invite support from private capital
as soon as we become prolitable We beheve the
arrangements adopted by British Petroleum pro-
vide us with a useful model, They certainly keep
the Government at arm's length and out of reach
of the Public Accounts Committee

Meanwhile the cnppling hand of the Public
Accounts Committee should be loosened by
raising the threshold of its concern to at least £5m

So much for the broader precepls relaling to
politics and Government. | would now ke to turn
to the industry itself and what we have been doing
about it

THE INDUSTRY

| have divided this section into two parts. The
first gives my reasons i wrnlting for the policies
and structures which we have adopted The
second, which | have left till last for special lreal-
menl. is probably the mos! important issue of all,
namely industnal relations
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Policies and Structures

From the outset. and being ourselves con-
vinced, despite all the doubts in high places, of the
vital need for a maritime industry, our aim was
commercial viability.

Just what wviability meant was a matter of
judgement as to the size and shape ol enterprize
which could soon be al least self sustaining in a
reasonably fair market.

We judged this lo comprise a warship
division with very much the same qualily and
capacity as we had inherited. Most of it was
needed because of the special nature of the RN's
strategic requirements. Hence the changes we
made initially were mainly in marketing and
productivity, However, further changes are now in
hand 1o reflect the RN's strategic shift away from
an exclusively high threat level fleet to one which,
for the sake of maintaining numbers on a tighten-
ing budget, will now include some less costly
ships and submarines matches to less demand-
ing operational requirements. For example the
new Type 2400 conventional submarine is being
introduced to a programme which for years had
been exclusively nuclear. Similar moves are
being made in the light frgate field, hopefully on a
combined NATO basis.

In the civil hield we judged that survival lay in
exploiting the considerable design and produc-
tion skills available by going for the high value
added end of the business and abandoning the
building of large tin boxes like VLCCs. Having
carefully gauged the market, and the amount of
subsidy the Government might provide to deal
with our competitors loss leaders, we reckoned
we should be able 10 win about half the new ships
required by British owners and to match thiswith a
similar tonnage in exports. The upshot was a
merchant shipbuilding workforce of about 18,000,
and this meanl we had to reduce by about 24.000
or 55% as quickly as possible.

On the other hand the offshore market was a
growth area with as much demand in the North
and Norwegian Seas, which would amount in five
years to as much as all previous work in those
areas dunng the previous twenty years.

The net resull of all these pluses and
minuses was an overall reduction of the workforce
from about 86,000 to about 70,000.

Our general approach therefore owed little to
any purely job saving concept. Rather we sub-
scribed to nationalisation because il provided not
only the money available, namely the taxpayer's,
but also the instrument by which we could re-
structure the industry by coordinating its strengths
and discarding its weaknesses. In doing so we
found a useful pattern in the successful warship
division. It should all have been done about
twenty years earlier when the Japanese mounted
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their own coordinated attack on the traditional
shipbuilders.

Our managernial concepl was based on that of
a holding company which decides broad policy
and monitors resuts, but otherwise leaves com-
panies to get on with therr day-lo-day business.
However. especially at the formative stage. and
with ngorous accountability to the Government,
we had lo intervene quile substantially For
example we had 1o introduce centralised markel-
ing. and a production reporting system so that
both work and resources could be deployed and if
necessary redeployed 1o even outl peaks and
lroughs which threatened delivery dates. We had
10 rationalise the very extensive R & D capability
which was scattered amongs! lifty two centres
around the country We also, as | mentioned
earlier, had 10 sense what was going on in the
world outside the industry so thal we could work
out sensible corporate pohcies for individual
companies o follow. They themselves have all
kepl their names and been grouped in product
divisions — for example warships, medium sized
merchant ships, offshore and engineering. Each
division is run mainly by the senior members of
the companies concerned, backed up by one or
two senior people from Headquarters, (We are
keeping Headquarters staff to about 50 below the
compliment of a Leander Class frigale.) We
regard the industry’'s design capability as one of
its most important assets and we have sought to
encourage and develop it in conjunction with the
Country’s substantial R & D resources. However,
we recognise that no counltry can cover the entire
design field hence the need to be selective and 1o
work with partners. We also believe that a
respectable, even if limited, design capability i1s
essential both to provide a contribution lo
partnership and to provide technical advice
nationally. This in turn means thal the designers
must have adequate opportunities 1o prove their
skills through production.

| would now like 1o turn to what is probably the
most important aspect of the industnal base,
namely industrial relations.

Industrial Relations

We inherited an unhappy scene. In the
majority ol companies management and work-
force had been embattled for decades. White and
blue collar workers were loosely organised
amongst seventeen different unions and a new
union for managerial staff had just emerged.
Industrial disputes had on average over the
previous ten years cost over two million man
hours per year. Productivity was low and delivery
dates were rarely kept. The influence of trade
unions was such that shop stewards had far more
say in affairs than foremen and hence there was
no sound chain of command or authority



Wage bargaining amongst different trades in
different yards amounted 1o a continuous leap-
frogging marathon involving 168 different
negotiations spread throughout the year. These
took more management ime than actually build-
ing ships and were not eased when the Govern-
menl super-imposed its own wage bargaining
policies.

There was severe overmanning throughout.

A major change of attitude was required We
had to persuade people that nationalisation's aim
was o create and maintain a viable industry. not
to preserve jobs al any price. The real enemy was
international competitors, not the management
Government support was bound to be limited by
other prionties and if the control and interference
that went with it were to be avoided the sooner it
could be dispensed with the better.

QOur main weapon was involvement at all
levels, without undermining management's
ultimate responsibility for managing. It led 1o a
kind of industrial democracy very ditferent to that
put forward in the ill starred Bullock Report

Our first step was to recrult a highly expern-
enced and respected former trade unionist as
Deputy Chairman of the Corporation,

We next sent a substantial questionnaire 1o
every yard and invited the views ol anyone al any
level who had ideas to offer. We followed these up
in the yards and in the course of 162 meetings nol
only gained some extremely useful ideas fot
Corporate policy but also spread a genuine teel-
ing that imes had changed.

We initiated regular monthly meetings at top
level with national trade union officials.

Perhaps most significant of these top level
measures, and it is certainly umique In Brtish
induslry. we invited three national trade umion
officials 1o join the Corporation Board as part-time
members. As such they have lull access o Board
papers and information, except during the annual
wage round, and take pan in all Board dis-
cussions and decisions. However, as they are
part-timers, mos! of their activiies are concerned
with the business and people of their respective
trade unions. They thus retain the links which
sustain their authority and the respect of their
members. Since also they serve on the Board by
invitation and are neither elected nor mandated
by their members they enjoy considerable free-
dom o exercise their own judgement based on full
information from both sides. This arrangement
has served us exceplionally well and has the full
support of both Labour and Tory Governments

In the yards a new agreed set of rules for the
avoidance of dispules was adopted. Joint
management/trade union committees were es-
tablished to monitor progress in such a way as 10
allow problems to be deall with quickly or pre-
empted altogether. There is now practically no

demarcation problem and individual trades have
adopted a new spirit of flexibility. Productivity has
increased dramatically.

The 168 wage bargaining sessions through-
out the year have been reduced 1o one annual
negotiation for the entire industry.

We have also made an encouraging start in
adopting the device of ‘Quality Circles’ lo re-
establish the status and authority, let alone the
morale, of foremen.

The overall result of these indusinal relations
policies has been a dramatic reduction in the ime
lost on account of disputes and this has been in
spite of the major surgery to which | have already
referred. Man hours lost have been reduced lo
about one seventh of the average over the pre-
vious ten years, and the figure for the last quarter
of 1979 was the lowes! on record.

Everyone now realises that their future
depends on delivering good quality ships on time
and at a compelitive price.

In other words involvement has made reality
of enhghtened self interest

SUMMARY AND CONCLUSIONS

To summarise | have concenlrated on ship-
building as the key industry and hence the corner-
stone of the industrial foundations of maritime
delence

| have tried to relate how some of the main
themes expressed during the Instilute’'s Seminar
in 1979 have had to be argued in Britain,

A summary of the Industry’'s history, es-
pecially over recent years, coupled with a brief
description of the Industry itsell, provides back-
ground 1o the intense political debate which
attended nationalisation. In this debate the Left
favoured protection in order 10 save jobs. The
Right favoured exposure, even if it proved fatal. In
the face of a world market grossly distorted by the
loss-leader strategies adopted by economic
competitors or political opponents, the debate
was irrelevant and time wasting. It not only
severely damaged the Industry’s recovery pro-
gramme but also pul in question the assumption
that maritime industry, particularly shipbuilding, i1s
an essential element of sea power

| have rehearsed how tour of the main pre-
cepts in support of that assumption had to be
arqued.

These precepts covered Britain's need for a
maritime industrial base and the exclusion of that
base from party politics

The need for the industry to have a broader
base than warship-building since the latter on its
own is 100 inflexible and uneconomical especially
if design and production overheads canno! be
shared amongst other elements of the business

The need lor coordination of mantime policy
amongsl! politicians, amongst the many different
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national elements of sea power; and amongst the
large number of authorities, both national and
international, who have any influence on maritime
affairs.

The need for Government to avoid trying to
manage a commercial enterprise.

Finally | described how, with the aim of com-
mercial viability, the industry was reorganised and
restructured on the generally successiul pattern
of the warship sector, coupled., so far as possible
with the management approach of a holding
company. Accepting that full self reliance was
unattainable and taking advantage of design and
production skills, business has been concentrat-
ed mainly at the high value added end of the
markel. Marketing and financial control have
been cenlralised as has the sensing of the com-
plex national and intermnational scene so that

comprehensive and reasonably robus! corporate
policies can be eslablished. The execution of
policy 1s a matter left prnimarily to the managers of
individual yards.

All this has had to be achieved agains! an ex-
tremely difficult industnal relations background.
The key has been the cultivation of a new attitude
and the adoption of fresh ideas which can be
summed up in the word ‘involvement’. The sur-
pluses and weaknesses have been practically
eliminated and the assels concentraled and co-
ordinated. With the continued use of ils un-
doubted skills, coupled with its new found
motivalion, the industry can confidently offer both
its partiners, and its customers excellent value for
money.

It was hard work proving the maritime in-
dustrial equivalentof 2 + 2 = 4, but worth L.

DISCUSSION

Chairman: Commodore P.R. Sinclair, RAN

Mr Colin O'Malley: from Dimet Marine. Sir. | think
your talk was very enlightening here this morning.
However, | think it is aboul six years too late.

We heard last night from Mr Hawke regarding

offsetting and you made mention of it earlier, |
refer to the 35 hour week and the need for off-
setting. My question is, sir, in offsetting in the
Auslralian shipbuilding and repair industry is il
practical o offsel by means of lowering the
number of unions we have in our shipbuilding and
repair 1o say two or a single union. There is a
supplementary question, do you now in hindsight
with your experience in Great Britain in building
ships, see Australia once again becoming a ship
building nation?
Admiral Griffin: The first question: We too have
been faced with pressure to reduce the working
week and there s quile a strong move in favour of
35 hours or a 70 hour fortright and in centain
areas, the engineerng induslry | think have come
down to a 39 hour week, and we loo are exposed
to the same pressue. We said of course this is
going to cost 6% or whatever it was, the choice is
yours gentlemen because with that prce level, the
business will be reduced by this and it comes oul
lo roughly 1000 men discharged for every 1%
higher price and so they withdrew.

So it was that sort of argument that we found
mosl uselul in dealing with that sort of clam. It is
connected to, but a separate issue from the
question of the complexity of the trade union front,
which is something which embarrasses them as
much as anyone else. They are as keen as we are
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to simplify it. | would not necessarily force the
pace on this one. We first thought it would be a
very sensible thing to go for one trade union for
the shipbuilding industry but having looked at
where this has been adopted in certain areas, for
example Poland — there is only one trade union
and I am not talking about Solidarity — you find
you are very much hooked with one man and his
personality and his style and so on and it is useful
to have a few more around to disagree with him,

So by letting this evolve and in fact most of
our negotiations are done with no more than eight
unions and in fact the three we invited to join the
board each represent a separate trade union and
they cover the waterfront. One was a boiler maker
who reckoned he was the aristocral of the
industry. The other extreme was a manual trades
and then the third in the middle was the linishing
trades so it is gradually coming down. | think |
would be quite content to deal with only three
unions, adding o which a lot of the unions are
broke and are quite keen 10 merge. Even the
boiler makers and the manual workers from
opposite extremes were quite keen,

The answer o your second question i§ yes,
this was, should Australia have a substantial
shipbuilding industry. | have been asked that
question and the answer is yes — in spades.
Commander Grazebrook: Naval Institute. Sir,
recognising that you reduced your labour force
quite considerably on the one hand but on the
other hand you described and most of us know of
some considerable changes in technology in-
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volved in shipbuilding and associated industries,
how are you going for supply of skilled labour.
Secondly, you described some very interesting
methods on industrial relations and so forth. |
would be interested to hear whether those are
being applied in the Royal Dockyards and if yes,
with what degree of success?

Admiral Griffin: There was a danger that in, for
example, taking 24,000 people out of merchant
shipbuilding that we would lose some very talenl-
ed people and we were not able to safeqguard
ourselves completely there bul we did to a very
large extent because the people who retired, who
left, did so voluntarily with the management’s
approval and so the management generally was
able to retain the quality and balance the work-
force that it wanted. So it was not so much of a
problem.

As to the Royal Dockyards, no, they have not
adopted these ideas and | think they are gradually
coming around 10 them bul the sooner they do so
the better.

Captain Stuart Rodgers: Shell Company. Sir
Anthony, | have listened with great joy to your
speech this moming and come to one conclusion
very quickly that when an industry is bankrupt
there is one solution — put a retired admiral in
charge. However. | do have a question. We
sought to replace our coastal tanker some years
ago and Shell International Marine acting as our
consultants went out to 26 yards to invite tender.
Very few British yards bothered to even offer to
tender, they have no time factor on delivery and
their price was quite outside the other tenders. We
ended up in Japan with four yards on the short list
and when we did sign the contract to build, they
told us the vessel would be launched at 10.30
a.m. on 31 July and delivered by 9.30 am. in
March 1981. They did nol only make the day,
gentlemen, they made the lime.

1 have just recenlly heard of another well
known company who ordered a fairly simple
crude carrier from a British yard, which shall
remain nameless, and their delivery time was
given as something between September of one
year and March of the other. Realising your
problems, | would like you lo comment on that
Incidentally, the ship built in Japan was built with a
profit to the builders.

Admiral Griffin: This has been very much the
form we had to deal with and in talking to the
management and the trade unions in the yards,
we said the nalural consequence of this is another
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5000 people out of a job and it will not be voluntary
redundancies. Il will have to be compulsory. We
will have to close down. So the quality of the
competition, especially from Japan and it is not
only Japan now, but South Korea — South Korea
incidentally do not have any pncing experts In
their yards. When you go to Hurundi for a ship they
simply say: "What is the Japanese price?” and
without using a pocket calculator they say:
"Knock 10% off™.

The question of responding 10 bids, | hope we
are getting better and | hope people are realising
that in the restructuring of the industry and the
specialisation of the merchamt ship sector to
follow the pattern of warships, there are certain
things that we no longer bid for. There are certain
yards now which have full order books to the end
of ‘83, and a lot of people go to Austin-Pickersgill
and say "for Heaven's sake can | have a ship next
year” and they are told, "sorry, you cannot”. So |
think there is a new spiril. People are going out for
business and trying to get it done and they are
sometimes unable to respond, either because the
yard is lull or because we have abandoned that
type of ship to concentrate on ones we reckon we
are best al. The second point about the crude
carrier which was delayed, that yard has now
closed down — are we lalking about Dundee?
There have been 10,000 redundancies on the
Tyne and when we placed the Polish order
incidentally — 24 units, 2 cranes, we went around
all the yards including Swan-Hunter with a list of
guarantees which we had worked out with our
Polish customer, BZM. We put these 10 all the
unions at the yards that might have a cul at this
order and we said: "Here Is Ihe contract, we are
just about to sign it within the hour, if you will sign
this piece of paper".

All the yards concerned, and there were Six,
signed with the exception of Swan-Hunter. Within
the hour — there were six ships | think allocated to
Swan-Hunter — those were re-allocated to other
yards, to Govern, Sunderland and Smith’s dock
— and Swan-Hunter | think suffered 5000 re-
dundancies on that coun! almost within the hour.
So this was quite effective but it was done with the
full support of our trade union board members.
They said: “You have given them a chance. You
have put it on the table, they have not picked it up
— curtains”,

As to delivery times, | am glad to say that
quite a number of ships are now delivered ahead
of ime,



THE FUTURE OF AUSTRALIAN
INDUSTRY AND DEFENCE

by Protessor Wolfgang Kasper

The 1970s were not a happy period in the lite
of this nation. nor for that matter of the other
developed industrial countries in the West and —
what we must not forget — also in the East.
Whereas the 1960s had worked out roughly as we
had expected at the beginning of that decade, the
1970s presented us with a number of unexpected,
shocking surprises:

— On the demographic scene, we had to cope
with slowed-down population growth. In the
Australian case. lhis adjustment was rein-
forced by dramatic changes in immigration
policies.

— On the political-strategic scene, we saw lhe
military defeat of the United States in
Vietnam. which gave rise to doubts in the
solidity of the post-war “Pax Americana”
The US-dollar-centrered world monetary
system was shaken up in the process. And
the end of an era of U.S. dominance was
more of a shock because of the full develop-
ment of the Soviet-Chinese conflict and the
development of many armed conflicts on the
periphery in less developed countries.

— On the economic scene, we were faced with
oil and food price rises, inflation, growing
unemployment and an exploding bill for the
welfare state, whose benefits were becoming
increasingly doubtful even to its bene-
hiciaries.

— On the industrial scene, there were new
challenges from new industrial counlries.
Australia’s well-sheltered industries and
unions made the often unwelcome discovery
that there were efficient new competitors 10
our not-so-distant north. We also discovered
that an ineluctable consequence of the
mining-export boom was that we had to
import more, Cheap and well-made industrial
products from overseas were seen as a
disturbing threat to our eslablished. through
often somewhat senescent industnes. In the
new circumstances, the tanfl gave In-
sufficient protection in view ol our home-
made industrial mismanagement and union
cantankerousness.

— On the technological scene, we were
confronted with many new lechnologies and
the need 1o take entirely new and very
massive rnisks, lor example in nuclear power
generation, in utilising microprocessors, or in
biotechnology.

When socieities get confronted with so many,
concurrent trend breaks and challenges 1o sel
patterns of thinking, expectalions easily become
uncoordinated, people lose confidence. This 18
what happened in the 1970s when old strategies
of political management or business behaviour
came to grief under the changed circumstances.
We got disonented. We lost heart. Our fears often
only reinforced our sad predicament.

Expernience shows thal — in such a situation
— the only solution is to re-examine one's basic
aims, objectives and capabilities, to develop a
new strategy which suits the new circumstances,
and then to act boldly on it, even if it implies
unexplored nisks. The worst type ol reaction 1s 1o
cling to preconceived ideas and to try to secure
pasl structures, privileges and positions; in such a
situation, this amounts to a recipe for prolonging
the agony of doubt, inactivity and stagnation . . .

What the nation needs after the unhappy
1970s is a bold new approach to national strategy.
We need decisions and vision that will galvanise
us into unifying, constructive action, free us of the
fears of the 1970s, and open new opportunities for
our disgruntled children.

Before you find this general proposition all
100 plausible and appealing, | better hasten to
state that such a strategy 1s risky and demands
uncomfortable adjustments — and we do have a
less demanding alternative 10 recasling our
national economic and induslrial strategy. This
may well be politically more "realistic™: After all,
Auslralia is a lucky country, and Australians do
not have to slaughter holy cows. We can muddie
on, as we did in the 1970s. We can continue o
produce shoes, texliles and an nefficient diversity
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of steel products and car models behind a
government-heid tariff screen. We can go on
antagonising our ambitious Asian neighbours by
petty protectiomsm of industry and of high-cost
shipping firms and airlines. We can build bureau-
cratic empires, and allow many non-innovative,
anli-compelilive industries (0 keep their snout in
the government trough. We can go on striking with
gay abandon. And we will be as unaware as
Britain was a generation ago that this island
country is being overtaken economically and
industnally by self-assured and increasingly
unsympathetic neighbours . . .

The Present and Future Malaise of Australian
Industry

In the first half of the century, manulfactuning
industry was the main engine of economic growth
in Australia. The industry share in national output
peaked about 1960 at a level of 28% and has
declined steadily since. and we became more and
more aware of a “deep-rooled industnal
malaise”.' The de-industrialisation of Auslralia
accelerated in the 1970s despite many new
government supports, so that manufacturing now
only contributes 23% to the national producl,
Despite a proliferation of public reports on
industry, policy makers seem no nearer 10 a
solution than we were in 1975 when the Jackson
Report came out.

The rise and fall of Australian industry is to
some extent in line with inteérnational experience:
once societies pass the income level that
Australia reached in the early 1960s, growing
income is spent less and less to buy manufactur-
ed products, but instead on more and better
services. We enter post-indusinal society.
However, on average this turmning point occurs
with a much higher industry share of GDP, over
40%, and the declhine tends 1o be less rapid than
has been in Australia.?

That Australia never reached a degree of
industnalisalion which other countries allained 1s,
as such, not surpnsing. A land- and resource-rich
counltry can be expected to have a hugh share of
agriculture and mining and a correspondingly
smaller induslry share. But the big and widening
Australian shortfall below what is internationally
normal cannot be wholly explained by this, nor
Australia’s extremely and abnormally large ser-
vice sector which now covers no less than 60% of
production, We have 1o look elsewhere for factors
which stunted previous industrial growth and
which now accelerate the industrial decline.

Such explanations are not hard to find:

—  Whilst most advanced Northern-hemisphere
counines liberalised their international trade
after the second world war and facilitated
international capital flows, Australia (and
New Zealand) ried to preserve the industry

Page 68 — Seapower 81

slructures that had grown under the emer-
gency conditions of the war and the quasi-
blockade of trade. Northem-hemisphere
industries specialised and /mitated large-
scale, high-speed US technologies by selling
in world markets. They innovated to keep
pace with international competition and
reaped very handsome benefits from
“economies of scale”. By contrasl,
Australan companies lelt encouraged to
lobby successive governments for protection
of their small production runs and of pro-
duction techmques that often fell more and
more behind besl-practice standards
overseas.

—  Protection from the stimulus of world-market
competition prolects poor management
practices and aggressive trade union be-
haviour. The longer it lasts, the more deeply
engrained become habits that retard the
progress of industnal efficiency.

— Protection in Australia was granled on a
needs basis, i.e. to the industries with the
smallest growth potential, whereas many
potential growlth leaders were starved of
skills, capital and managerial talent and did
nol blossom in the turgid atmosphere of
regulation.

As a result, we have an induslry structure,
which s, by international comparison, often — not
always! — inefficient, distorted, strike-ridden,
artificially diversified, non-innovative and ngid,
The way to a profit is often not so much by
innovation, creativity, nsk-taking and hard work,
but via the lobbies of Canberra

What are the prospects for the future?

The old ailments will not go away if we persist
with old policies (such as the government's recent
decision to grant the textile. garments and foot-
wear industries another seven years’ grace from
the market forces). Protection from international
competition will only induce firms to maintain the
inefficiencies of small-scale production runs for a
market of 14 million consumers, that is a market
the size of Holland, Bavana or 25 California.

As a matter ol fact, the trend breaks and
challenges of the 1970s and the 1980s will aggre-
vate the ailment:

— The Asian industnal revolution will create
ever more competitive products. These will
push into the high-income markets of
Australia, which is at their doorstep. Some of
the new industnal countries of Asia are
rapidly catching up with Australian standards
of indusinial technology. skills and income
We should also not overlook thal these
countries go not only through an industnal,
but a social revolution, which creates In-
securities and the wish to assert oneself by
confronting outside adversaries (as Japan
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did when it felt economically frustrated in the
1920s and 1930s). This may have severe
long-range implications for defence needs. A
policy of little protectionist pinpricks against
Asian exporters — aquota here, a tariff there,
a new European-Australian airline cartel
elsewhere — gradually pieces together a
selfish. petty image of Australia in the minds
of the dynamic young leaders of Asia. This
might become a precondition for a slide into a
military crisis. We are squandering essential
goodwill by petiy trade policies.

— The second mining boom of the late 1980s
and the capital inflows that will precede it, will
create a bigger adjustiment to more imports
than the one that surprised us in the first
mining boom of the late 19605 and early
1970s. Will we again be caught unprepared?
We still have some litlle time left to sort out
our industries, to rationalise and specialise,
including for export, bul time s getting
desperately short. It we waste i, the in-
dustnial malaise will multiply — whatever
band aids we'll patch on later.

— The larifl has fostered too many labour-
inlensive consumer-goods industnes in
Australia, whereas the share of the (un-
prolected) investment goods seclor is rather
small. This lopsided structure 1s now hit by
technological change, especially micro-
processor technology. We gel new, more
efficient capital goods which destroy jobs in
labour-intensive industines making con-
sumer goods and services. But the new
technology also creates new jobs in making
and servicing microprocessor-aided capital
goods. Unfortunately for Australa with its
artificially created, lopsided industry struc-
ture, many of those new jobs are in Japan,
America or Europe from where we import our
capital goods because of the distorting effect
of trade protectionism. The net effect of new
technology is a job loss, not because this is
inherent in lechnical change but because we
distorted industry structures in the past.

All these vexing prospects for Australian
industry contrast with those numerous unexplor-
ed opportunities for new, highly innovative
industries in Australia. Despite the overall
impression of malaise, there are numerous
promising ventures. Despite the over-regulation
of markets, Australian enterprise is often strong
and vigorous and ready 1o exploit the resources
with which this country is so well-endowed. We
have plenty of land, energy minerals and other
natural resources, industrial skills,* a reasonable
average education, capital and an appropriate
infrastructure for industry. Australia is politically
stable and in the dynamic Asian neighbourhood
— an ncreasingly important factor for inter-
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nationally mebile investors who were shocked by
“accidents” like Iran, but who lind New York 0o
distant from the booming markets of East Asia
Indeed, there are impressive growth opportunities
for selected, specialised Australian industries if
one investigales them on the assumplion that
domestic markets will be opened up to inter-
national competition and free capital flows and
that policy becomes innovation-onented. Such
policies are in line with traditional liberal
philosophies, to which the tlide of international
opinion is again turning and which have stood the
test of ime again and again since 1776, when
Adam Smith published the "Wealth of Nations". |
participated in a study group — the group which
published the aforementioned “Crossroads
Study” — which did just that.

Without being able to go into detail, let me
give you some of the conclusions of the "Cross-
roads” study:

(a) Per-capita incomes will rise between 1973
and 2000 by 1.7% p.a. if we try 1o conserve
present structures and by 3.8% p.a. if we
embrace innovation and competition, This
means, according to our estimale, that per-
capita incomes in the year 2000 could be
70% higher if we play our cards right. than il
we nigidly defend present economic struc-
tures.

(b) We found a formidable growth potential for
manufacturing it only we sacnfice long-
protected sacred cows, get bureaucralic
impediments ou! of the way and latch on to
the rapidly growing Asian markets, In a
recently published analysis of Australa's
industnal growth potental under a new
industnal strategy. | identified the following
industries as some of the mosl promising
industrial growth leaders:

e coal refining and chemicals,

e basic metals and metal processing, engin-
eering aclivilies,

e agricultural, mining and industrial ma-
chines suited lo rough Auslralian con-
ditions

e metal- and technology-intensive car
components, and

e food processing. *

The “Crossroads Study™ estimated thal the

manufacturing sector would — under a

strategy of liberalisation, innovation and

rapid structural change — grow by about 5%

per annum in real terms as against a bare

1%2% if we continue 1o believe that bureau-

cratic interference and protectionism can

poslpone change and can underpin indust-
nal success.

(c) We identified a considerable number of new
technologies that could creale new growth
industries and new jobs in Australia, es-
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pecially in micro-chip lechnology, in bio-
technology (both for agnculture and
medicing), in malenals technology and
energy subslitution. Let me select a few
exciling prospects that emerged from a
survey of the members of the Industry and
Science Forum of the Australian Academy of
Science which we conducted for the “Cross-
roads Study” and which may have naval
applications.

— We are likely to get new energy sources
for propulsion, possibly the use of coal
dus!, coal slurnes or coal gasses, new
fuel mixes in combustion engines, new
types of batteries and fuel cells.

— Electronic devices will revolutionise
information processing and the conlrol of
produchion processes. Many rouling
tasks will be done by “smart machines™,
electronic-mechanical devices that do
not go on strike, do not get tired and can
operale in unpleasant environments.

— In matenals technology, we may see the
use of fibre ceramics, new alloys and new
metal-plastics compounds that could
have similar effects on a wide range of
activities which synthetic fibres had on
anything from sailing to the wool industry.
We may get harder and more light-weight
armour and new hull-building matenals,

Pioneers who utilise these new technologies

will reap great commercial benefits, and

Auslralians seem well-placed, because of

their resource endowment, to participate in

the next wave of indusinal creatvity.

(d) Paradoxically enough, the rate of job crea-
tion would be about twice as high under a
scenano of change than if we try to protect
jobs from change.

Different from many Northern-hemisphere
countries that suffer from similar industnal ad-
justment problems, Australia has rather promis-
ing starting conditions. Or will we yet again be the
“lucky country” which can get away without a bold
choice, never mind the opportunities foregone???

Implications for Defence

Whal are the defence implications of the
prospect of a conlinuing industrial malaise versus
the potential of a structually changed, specialised,
internationally integrated and vigorous industrial
sector?

The first long-term economic precondition for
strong defence is a healthy economy and solid
industrial growth. As defence becomes inevitably
more expensive, It 1s obvious thal wvigorous
economies will be abie 1o fool the security bill
much better than stagnant economies and
societies. In the long term, therefore, we have (o
label policies and social attitudes thal hamper
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economic and industrial growth openly what they
are: policies that weaken the nation's defence
capability. It we lock our economic development
into a pattern of protected industrial ngidity, whilst
our neighbours to the north boom ahead. we
create poor security conditions in the very long
term. Stagnant economies also create poor social
conditions for defence. Industrial vigour and
enterprnise does nol only steel the moral fibre of
society. but also offers the young opportunities so
that they can identify more easily with the society
in which they live.

A second economic-industnal precondition
for sound defence is a versatle, flexible and
modern industrial infrastructure, preferably
broad-based to supply our forces with as many
inputs of equipment and material as possible. But
if we can only maintain this at great cos! 1o long-
term economic growth. we must rely on imports
and accept the cosl of greater dependence. If
there is a conflict, we should not hamper eco-
nomic growth and long-term security interests by
giving priority to medium-term defence procure-
ment interests.

With regard to this crterion, the choice
between a strategy of protected muddling on and
a slrategy of opening up and innovation has two-
sided defence implications which need carelul
scrutiny:

(a) On the one hand, defence would gain from
the presence of those highly specialised,
flexible and enterprising industries which
free international competition would gene-
rate with Australia’s factor endowment. The
way specialised military technology de-
velops. it will probably be more and more
important 1o have versatile engineering and
electronics industries and a strong inveslt-
ment-goods procuring sector. which | expect
to develop under free trade. It is true that
many of these industries will be too special-
ised to make complex delence equipment,
but they would develop the skills and the
infrastructure on wiuch we could rely for
adjustments of equipment, for repair of battle
damage or for quick redirection towards
defence needs n an emergency. Such
versatile, competitive industnes might also
be more capable of producing high-usage
components and spares for defence equip-
ment,

(b) On the other hand, trade liberalisation would
do away wilh industrial diversification and
self-sufficiency in many industrial products.
We would become more exposed to disrup-
tions of international trade. In the "Cross-
roads Study” we estimated that the import
share in lotal supply could be as high as 17%
by the year 2000 (as against 13% now).
Although this is a trade dependence which 1s



low by international comparison, it is a
prospect many Auslralians dread after the
experiences during two world wars 8

We must be careful not 1o revive the defence
argument for the tariff. which may have been valid
one or two generations ago and which govern-
ment policy does no longer adhere to.” We ought
to ask:

— whether we should prepare for the last war
and a protracted quasi-blockade of Irade, or
whether a quick-shot war as described in the
book on the “Third World War” is not much
more likely, ®

— whether localised military conflicts and
regional harrassmen! cannot be bypassed by
our trade if we appropriately prolect our sea
and air trade, and

— whether the eternal, artificial maintenance of
inefficient industrial capacities for a distant
defence emergency is worth the cost of slow
economic growth and loregoing potentially
vigorous, specialised metal and electronics
industries, which can only develop under
open trade specialisation.

We, of course, only need a broadbased
industrial structure for a long world war. My own
teeling is that Australia will in the very long term
have no real choice but to adjust. to accept and
soften the consequences of industnal adjustment
for defence, even in the contingency of a long war.
The decision on industrial policy will. of course,
ultimately not be taken on the grounds of national
security, but of economic wellare. Both are
national objectives of equal rank, but we have (o
scrutinise the trade-offs between economic well-
being and security.? But we ought to scrutinise
decisions on economic strategy for their long-run
defence implications. In my opinion, the defence
aspects ol alternative industrial strategies for
Australia are basically between a heavily govern-
ment-controlled, diversified, inefficient and
inflexible industry sector of the present Austrahian
style and a compelitive, versatile but narrowly
specialised industry sector of the Swedish style,
which is lechnologically modern and engineering-
oriented, but which of course can neither support
a complex, diversified defence machine any
longer.'? However, a Swedish-style industrial
sector can do more for defence than Australia's
present industry structures.

To think that any country with 15 million
inhabitants can support a modern defence
apparatus, even irrespective of the cost, is an
illusion! It is also an illusion that such a country
can maintain an industrial base for even a salis-
factory degree of independence in procurement,
Not even France can be that independent of
political boycott — let alone Australia. Defence
planners have to be more modest in their
demands on industry — or reduce their tech-

nology lo underdeveloped-country standards,
which would deprive this thinly populated country
of much of its defence punch.

Reappraising Defence-Industry Policies

QOur reappraisal of industrial strategy will, of
course, also have to include the often very high,
hidden protection to Australian defence-goods
manufacturers, both the government factories
and the pnvate firms that benefit from "buy
Australian” policies, costly offsel agreements and
Australian Industry Participation. If we lower
protection all round. we musl! ensure that we do
not — out of old habit and because of the force of
well-organised supplier lobbies — continue un-
necessary protection, inefficiency and industnal
rigidity in defence-goods Industries. Many pro-
tective devices for defence industnes will not be
necessary when laritfs and other interventionist
devices cease to artificially raise the overall cost-
level of Australian industry. In defence industry,
many of those proteclive devices seem o lack
credibility anyway. Whilst we hear much resound-
ing political rhetoric on local purchases for
delence, there has been an inevitable trend
towards relying more on overseas supply. This
trend will go on.

A re-examination of our policy on defence
industries will have to be based on whether
defence requires from each particular industry:
(a) specialised big-ticket military hardware and

software for which there is no competing

civilian use,

(b) services and production facilities to modity
and maintain equipment, 10 repair battle
damage, and to provide munitions, or

(c) supply goods and services that are ongoing
mputs into defence and that have either
compeling civilian uses, or where switching
from cvilian 1o military usage can be done
quickly and rather inexpensively.

Although the dividing line between these
categories is fluid, a rational use of the imited
defence dollar and our long-run national inlerest
in the flexibility of a vigorous industnal sector,
dictate that we pursue different policies for these
different categories of industnal input inlo
defence:

(a) Big-ticketitems are typically so sophisticated
and subject to such big cost-savings in large-
scale production runs that a small country
like Australia will have to rely on imports. The
highly specialised and changing technology
to make these items is often beyond the
reach of Australian industry. Where feasible
and cosl-compelitive, parlicipation in multi-
national production along the lines of the
proposed "world-car concept” should of
course be envisaged. It is well known that, in
some areas of specalisation — like the
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Jindivik, the Ikara, the Nomad and wing-rib
infrastructure — Australian manufacturers
have come near world performance stand-
ards as far as technology is concemned, but
not always as far as cost compelitiveness is
concermned. I industry opens up and be-
comes more efficient all round, one might
expect more such specialised venlures lo
prosper. including probably components
manufacture for military uses. We may then
be conironted with the difficult political and
ethical problems that face arms exponers,

However, such specialised contributions by
Australian industry will be limited and in-
sufficient to support the entire defence effort.
There is no @CONOMIC reason 1o oppose such
specialisation where it occurs without the
need for subsidy or protection. But there is
also little reason 10 go on wasling resources
by perpetually subsidising the manufaciure
of military hardware against market forces
and industrial realities. The only criterion for
production of military capital goods in Aust-
raha should be competitive quality, price and
delivery capability,

(b) By contrast, modification and repair facilities
will have to be maintained in Australia, even if
small scale and high costs weigh against it.
This can be done in most cases without going
into the manufacture of entire systems of
hardware. In such cases, open. visible
subsidies out of the defence budget — as are
somelimes given — are a politically more
honest way than hidden cross-subsidies
through “buy Australian preferences” or
offset arrangements which have the same
vile effects on industry as tariff protection.

(c) Other inputs — including high usage spares
— should be compelitively priced and costed
and bought by the military at competitive
prices, wherever they are cheapest. The
calculation of what is cheapest must of
course include an allowance for higher
transport and slorage costs for imports and
include allowances for the risk of possibly
greater down-ime of foreign-supplied
equipment. In addition, a good case can be
made for making military plans for the
contingency ol industrial mobilisation that
openly subsidise certain industrial facilities to
overcome critical supply bottlenecks during
national mobilisation. For example. if we
foresee a boltleneck of a certain type of fuel
at times of military alert, we can justify a
subsidy for extra stock-keeping. or for instal-
ling refinery equipment that could overcome
this bottleneck.
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Overall, we should critically assess how
much featherbedded, lax-nounshed defence
industries really contribute 1o defence prepared-
ness in an open dynamic economy, A naive
outsider like myself can often not fend off the
heretic thought that a highly subsidised govern-
ment shipyard, controlled by Australian unionists,
15 a lesser defence asset for the country than an
efficient one in California, and that the assembly
of fuselages by methods employed otherwise
only by Oriental bazaar craftsmen is not a rational
or feasible way of keeping up an industrial in-
frastructure for modern defence.

Conclusion

Let me summarise by repeating that the
concurren! trend breaks of the 1970s and 1980s
have put us into a situation in which we have to
re-examine preconceived ideas on social and
economic policies, as well as individual plans and
strategies, including defence planning, This is a
vexing situation, as any need for choice will vex
us. But we must lock beyond the immediate plans
of decision-making and realise that choice is also
opportunity. After all, this lucky country can explont
more lantalising opponunities than most de-
veloped, northern-Hemisphere nations.
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DISCUSSION
Chairman: Captain W.S.G. Bateman, RAN

Mr Ray Brown, Commonwealth Steel Com-
pany: | would like to put this to you: Our
compelitors are subsidised and tariffs do not arise
very much in trying to sell manufactured items into
the EEC or Japan. You just do not get an impont
licence. Two of our speakers have said that over-
seas ships are sold at less than cost and 100%
depreciation in the first year is allowable. | would
like you to comment on thal.

Professor Kasper: | should start with something
a bit provocative by saying that if someone sub-
sidises the things | buy | do not mind it, | benefit
from overseas subsidies irequently by being able
to buy more cheaply, but that of course i1s only the
very short term consideration and we know that
the price later may be much higher. We do not
want to be in the hands of monopolies but with
regard to the world steel industry, there will be no
monopoly. | see monopoly possibly in ship hulls
and things like that. There will be enough com-
petition for the next couple of hundred years and |
would like to enjoy the subsidies of the Japanese
steel industry as much and as long as | can.

| thought I had made the point with regard to
the tariff that the tariff is not in the Australian
interest. Never mind whal the others do. You
vaccinate yourself and protect yourself. It would
be in the Australian national interest to remove the
tariff, irrespective ol what the others do. With
regard to depreciation, | think that our tax laws
and other reatment of capital in this country are
fairly stingy and as pan of the strategies we
discuss in the Crossroads study we certainly
make a case for much more depreciation. As long
as the word "interest rate profit” is a dirty word,
you do nol gel enough capital into job creation
and modernisation and | would certainly favour
much more rapid depreciation rules than are
embedded in Australian income tax legislation
Mind you. the income legislation was framed
during the heyday ol Fabian thinking in the
immediate post war penod.
Mr Graham Raymond, EMI and C3: | want to
draw on some remarks of a speaker yesterday
which really comes in at the user aspect. Lord
Hill-Norton spoke of the 8-10 year lead lime
involved in purchases and he also drew some
identification of the need for surveillance, com-
munications and command and control, as
contrasted with some more Iraditional need

aspects of plattorms, The theme of the present
speaker is most important to the development of
the industry in defence. There is no doubt about
that, but what | want to ask him is that given the
fact that government has direct control over half
the market in high technology. irrespective of
whether it is the customer or nol. government
controls half the market for high technology.
That s a statement | draw from Dr Simon Raymer
who founded TRW and Bunker-Raymer, quite a
well known free markel capitalist, bul he made
that accommodation,

My question is: Would it not be a more
desirable thing for industry in defence to decouple
systems from platforms. to develop by policy
modular concepts that enable the unbundling of
technology. When you are working in the 8-10
year lead time, technology can be bundled into a
ball that just cannot be taken apart for the benefit
of the user over the lives of the equipments. My
perspeclive is that the industry will be best served
by policies to decouple systems from platforms
and to unbundle technologies so they can be fairly
deployed over the lives of the systems.

Professor Kasper: | should almost clam, Mr
Chairman, that | am not terribly well qualified to
make a comment, but | will make an ill-qualified
comment just the same.

We do have very long lead times indeed, over
a period that is unknown and where we will have
lots of surprises. Hence the impontance of trying o
look ahead and make guesses about the fulure,
as we did in the Crossroads study, It is a factor that
in these national policies you have to shoot at a
target frequently that will only be there in 20 years
time, and that you live in a democracy where
politicians and the public react to yesterday's
blunders. The importance of flexibility in such a
Situation 15 certainly very big. You quote the
example of decoupling systems from platforms,
building modules, plugging them together in
different ways, it is certainly one way of doing il
But building modules frequently is done in grade
series and you get that flexibility frequently if you
operate in export markets,

If you have a world of different uses for your
bundles of technology thal has great vanety, you
are more induced to go for modular concepts. You
can pul them logether differently and modity
those if you are confronted with international
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competition and international challerges to your
imagination and industrial creativity more easily
than if you are locked into a once-off custom made
government demanded system cum platform.

Captain Hughes: Professor, you spoke of the
need for industry to take risks in new innovative
ventures. The recent announcement by Esso not
to proceed with the pilot shale oil conversion plant
raises in my view a number of issues. The in-
volvement of a major multinational company
which has already got much at stake inthe energy
field, the role of government in high risk new
ventures and the importance of fossil fuels to
Australian defence for the future. | wonder if you
could comment on what you see the role of the
government and the sort of investment policy it
should adopt in such major new ventures and
projects which have long term security and
defence implications.

Professor Kasper: | could answer with a four
letter word "none’ but that would be a bit too crisp.
There are nisks involved. There will be about
turns. Whenever you explore the unknown, when-
ever you explore new conditions for example of
energy supply. of course it is not an easy course 1o
chart. | would rather leave it to Mr Gosper to say
something specific if he wants about the Esso-
Rundle area but more generally, yes, there are
high risks. If you are confronted with the unknown
and with hugh risks, what is a better strategy — to
send out lots of independent search parties that
try to find the right solution and test one solution
against the other, which is basically the process of
the market approach, the competitive approach?
Or 1o have a big government corporation that
concentrates all the search party in a bureaucratic
framework and then goes out. It may, of course,
hit the right solution but history has taught us
again and again that if governments go out in a
concentrated approach, they are likely to have a
concentrated blunder, or a concentraled failure
perhaps.

We know that the situation we are now con-
fronted with has uncentainties, Irend breaks elc.
which have led again and again to a crisis of the
capitalist system. Karl Marx described that in a
classical book, but we also know thal the capitalist
markel system has always overcome those crises
and uncertainties, by developing new sources of
supply In a competitive way, pitlching one man's
brain and one man's guts against the other, But
we have never had so far any expenence as 10
how such a trend breaks and how these chal-
lenges are overcome by a cenlrally planned
economy. Indeed, it will be very interesting tor an
economist to walch over the next 20 years the
Soviet Union, which is faced with the same
industrial problems which we have in the Wesl,
with their rigid party controlled central system thal
will come 1o grips with innovation, with slaughter-
ing holy cows etc. There 1s one advantage certain-
ly in the market system and that is that it cuts oul
losses before they become too bad., and it is for
that reason that | would always stake my own
money on competiive innovation in the market
system and would not see 100 much government
role init,
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DEFENCE ORIENTED RESOURCES

A group of presentations by: Mr R.K. Gosper, Sir David Zeidler CBE, Mr A. Sharpe

Speakers introduced by Commodore P.G.N. Kennedy. RAN

ENERGY
by Mr R.K. Gosper

Let me start off by saying that the events of
the past decade have profoundly changed the
international energy scene creating new and
pressing priorities in our energy outlook, How-
ever, despite some erroneous forecasts which
predict the world's impending demise through
shortages of energy and resources, we can be
confident of our energy future. | believe that with
sound management and realistic policies we can
make the transition from an oil based economy 1o
one based on a broader mixture of energy re-
sources although | do not underestimate the
difficulties which will be involved.

May | remind you brefly of the continuing
importance of oil in the world's energy supply and
of the pivotal role played in that energy supply by
the Middle Easl. Despile a 5% decline in con-
sumption last year, oil continues 1o supply over
hall of the non-Communist world's energy re-
quiremenls. We are especially dependent on oil
for our transport fuels which account for some-
thing like 30% ol the world's energy consumplion
and two-thirds of oil consumption. In Australia,
transport accounts for an even higher proportion
of crude oil consumed, a reflection of our greater
dependence on long distance transport.

The massive investment already made in our
existing lransport fleet systems and the high costs
and technical difficulties which would be associat-
ed with any switch either to new methods of
transport or alternative fuels lor transport mean
that any radical change in this consumplion
pattern is unlikely over the next 10-20 years.
OPEC countries in 1980 provided about three-
fiths of the oil consumed, of which the Middle
East members of OPEC supplied two-thirds. Of
course, | am talking about what we regard as the
world outside Communist areas. The dominance
of the Middle East is even more pronounced when
looking at oil reserves. OPEC countries control
more than two-thirds of the non-Communst
world’'s known recoverable reserves of almost
600 million barrels with by far the lion's share
being in the Middle East.

While large oil discoveries have been made
in non-OPEC countries such as Mexico and the
North Sea, these are not large enough to affect
the world's reliance on OPEC at least in lhe
medwm term. Unfortunately, political instability
and changing attitudes towards depletion of a
finite resource mean that we can no longer rely on
the Middle East countries to increase produclion
to match potential demand, Since the end ol
World War Il the Middle East has in fact, and | do
not need to tell you, been accident prone. That is
to say, it has been an area where revolution and
war have become almos! sadly commonplace.
There have been three Arab-lIsrael wars, govern-
ments in different countries in the region have
been overthrown by lorce and fighting between
neighbouring states occurs constantly.

In the past few years lhere has been a
resurgence of fundamentalist Islam as a reaction
to what is seen by many in the Middle East as the
pemicious influence of Western matenalism upon
their traditional way of life. This religious element
was the mainspring of the Iraman revolution and
could remain one of the mos! potent factors
influencing events in that region and indeed, other
parts of the world. Another uncertainty is the
extent to which the Middle East might well
become embroiled in east-wes! block rivaines,
particularly if the eastern block countries become
major compelitors for the limited amount of Middle
East oil available for export.

The other major policy development within
OPEC has been the related sleps lo increase
prices dramatically while al the same time
resinicting production. The price of crude oil, as
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most of you know, has risen by a factor of 15 since
1970, The effects of such a large increase on oil
supply and consumption while painful indeed,
have established a more realistic energy market.
For the early 1980s at least, | expect the price of
oil to move approximately in line with inflation
because of the weakness in demand. Production
cutbacks by exporting countries are a partial
reflection of falling world demand but they also
signify a redirection in the long term strategy of
producing countries. OPEC members are cur-
rently questioning the long term wisdom of
producing a scarce and valuable commaodity such
as oil in return for financial assets, the value of
which is being rapidly eroded by the high levels of
inflation which persist in our Western world.

Countnes such as Libya and Kuwait have
decided to limit production to extend the life of
their petroleum reserves. While these develop-
ments have caused some adjustments among the
oll consuming nations, we need to maintain more
perspective. The desire of consuming countries to
obtain reliable supplies of oil at reasonable prices
must be balanced against the concern of produc-
ing countries to protect the value of their oil which
in some cases is a nation’'s sole source of wealth.
We must accepl that producing countries are
taking a longer term horizon with respect to their
oil and this adds a further dimension to the
complexities of the Middle East oil supply
situation.

In essence, the energy outlook is governed
by the following factors: There is no realistic
alternative source of energy td replace oil in the
next 10-20 years and there is little prospect of
finding sufficient oil outside the OPEC countries to
meet more than par of our oil needs. Equally, we
can no longer rely on the Middle East to play the
balancing role in _meeting the world's energy
demands. That is to say, increasing production
easily o meet sudden jumps in demand and
easing production at limes of economic downturn,
which was part of the history of that region in the
50s and 60s.

Given this prospecl, what is to be the
response of oll consuming and oil importing
countries? Clearly one essential response must
be to reduce or restrain oil consumption and to
lessen reliance on Middle Eastern oil. There has
been marked progress in this direction. The
growth in world oil consumption has been halted
and there has been a substantial decline in oil
imports in major consuming countries such as for
example the United States. Economic recession
has undoubtedly been an important element in
this change, although not a happy one, but just as
important has been the effect of sound and
courageous pricing policies by consuming
countries in the industrialised world.
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The price mechanism Is without doubt the
mos! effective means of insuring that scarce and
valuable resources such as oil are used as
efficiently as possible, There is ample evidence
that higher prices which reflect the scarcity and
replacement cost of oil are having a restraining
influence upon demand. Qil consumplion in
Australia dropped by over 4% in 1980 and our
latest torecasts dropped by over 4 % in 1980 and
our latest forecasts point 10 a likely plateauing or
even a slight decline through the 1980s. There are
some of us who believe that the decline will even
be dramatic. This is a new experience for
Australian who have traditionally looked forward
to growth in oil year by year up until 1980.

The second response should be a more
vigorous oil exploration program outside OPEC.
Here again pricing is the key incentive,
particularly in the more expensive offshore areas
and in remote locations. Winning new oil from the
North Sea for example requires an investment of
about $8,000 per barrel per day. many ltimes
greater than in low cost areas such as the Middie
East. We used to lalk about, as | recall, $100 a
barrel a day oil in the Middle East about 15 years
ago. On shore drilling costs in Australia vary
according to a number of factors but as an
example in Queenslands Sarat Basin the cost of
drilling wells is between one-haif and $1 million
whereas in the barren isolation of the Officer
Basin in Western Australia, the figure is around $5
million. Offshore drilling costs normally range
between $5 and $15 million per well, although in
deep water such as the Exmouth plateau in
Weslern Australia the cost can go beyond $30
million per well.

Clearly, oil exploration is not for the financial-
ly fainthearted or those not prepared 1o lake big
risks. My advisers told me you would either get up
and walk oul at that or chuckle underneath. The
resurgence in exploration in Australia, 109 wells
drilled in 1980 and 140 forecast for 1981, is a
striking illustration of the efficacy of Australan oil
pricing policy. Although | have indicated that there
is little prospect of non-OPEC oil being available
in sufficient quantities to displace OPEC as the
major supplier of oil, it is important that we find and
produce every single barrel possible since this will
lesson our dependence.

The third response of oil consuming nations
should be the development of alternative energy.
Higher prices combined with supply uncertainty
have provided a very big stimulus to work on
developing alternative sources of liqud fuels,
such as oil shales. A realistic attitude towards
petroleum pricing provides both the yardstick
against which we can measure the economic cost
of developing these unconventional sources and
the incentive to take the large financial and
technical risks involved. 1 would like to come back



to this in a few minutes on a comment on altern-
alive energy.

Whilst these measures are working lo secure
the long term energy future, in the short term there
is a need for mechanisms to cope with un-
expected supply disruptions. Qil imponring
nations respondedto the events of 1973 and 1974
by establishing the International Energy Agency,
the TEA. Comprising 21 member countries,
including-Australia, it has drawn up plans to build
up-strategic stocks of oil and share supplies in an
emergency. The question of strategic stocks is
also the subject of debate at national level in this
country. The ave;agajg_vg_qf stocks held through-
out Australia is approximately equivalent 10 two
months normel supply and this does not include
stocks of trude or pélfoleum products which we
classify asbefng on wa"fé?“cé?ﬁrn‘g into the
country. Nor—in—particutar —does it include
Australia’s_biggest_strategic storage which of
course is the Bass Strait oil,

In any emergency. government would natur-
ally ration available supplies in accordance 1o
national priorities which would have the effect of
greatly extending the life of these present stocks.
The IEA has suggested that member countries
which have oil production should increase stocks
to about 75 days normal supply. In Australia’s
case, this would mean putting another 10 million
storage. This—would ¢ost approximately $600
million, including storage facilities. They are not
small numbers for an economy our size. Obvious-
ly, if the govemmenl decides that such a step
should be taken in the national interest, then the
nation has to pay for this with strategic storage.
The role of the oil companies is to provide
administration and technical support. This is
recognised in the IEA group and countries like
West Germany for example have a national crude
oil reserve equivalent 1o 65 days consumption,
financed entirely by the government

Forgive me, | did not want that to sound as
much like a commercial as il is sounding as | am
reading it out from my notes now but comparable
schemes operate in other countries such as
Australia, Denmark and the Netherlands and it is
a subject which must be taken very seriously by
any government of the day.

The last main point | would like to make is that
resource rich courtries such as Australia have a
major role to play in helping to reduce world
dependence on crude oil as an energy source and
reliance upon the Middle East as a major source
of that crude oil. We can do this by exporting
surplus energy and by co-operaling in the
commercial development of new technologies.
The recently released world coal study concluded
that between now and the year 2000 coal can play
a key role inthe world's adjustment to constrained

oil supply. The study found that even with only
moderate growth in energy consumption, coal will
have to supply between one half and two thirds of
the additional energy needed by the world during
the next 20 years. Spectacular increases from 5
million tons in 78/79 to 200 million tons in 2000
were seen for Australian steaming coal exports,
Bearing in mind our present consumption for
domestic use and the expecled sharp rise in that
figure over the next 20 years, Australia’s coal
production would have to quadruple to meet these
forecasts, a truly formidable task in two decades
given the environmental and infrastructural con-
straints which are holding back the lurther
development of this industry in Australia.

With uranium the outlook is more difficult to
predicl. Power utilities and electricity generating
authorities face formidable problems of social
acceptability, centering on doubts about nuclear
plant safety and concern over disposal of nuclear
wastes. These problems have retarded the rate of
development of nuclear power plants but they
cannot alter the fact that in the long run nuclear
power is likely to offer a reliable and economic
source for electricity. Demand for uranium can be
expected 1o increase. particularly in the late 80s
and 90s. When this occurs. Australia which has
25% of the known uranium reserves, will be well
places since we have high grade uranium ores in
easily minable ore bodies that require relatively
low capital.

With our large deposits of coal and oil shales
Australia is also in a good position to play a
leading role in the development of non-conven-
tional sources of liquid fuels. However, we must
be very careful not to underestimate the technical
and commercial difficulties which surround the
manufacture of liquid from shales and coal. Of the
two, | believe that coal conversion offers the better
prospect for Australia. There are considerable
environmental problems associated with the
mining of oil shales. To produce 100,000 barrels
of liquids per day. equivalent to about one-sixth of
our present consumption of oil in Australia, would
require the mining of 1 million tons of solids per
day. There are also many unknown factors about
the technology required lo produce commercial
quantities of suitable products and feed stocks for
the Australian markets, The problems associated
with scaling up from the laboratory bench to the
pilot plant and then to a.full commercial pro-
position cannot be under estimated as this week's
statemen! by the Rundie pariners makes very
clear.

| believe that we can and will overcome these
difficulties but | caution against overoptimistic
assumptions about the ease with which it can be
done: the costs involved and the time required to
make an impact on lhe pattern of energy supples.
Qur success in this area will be a valuable
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contribution to reducing the world’'s dependence
upon oil and reliance upon traditional sources of
supply.

To summarise, and | think | have gone over
my lime, despite uncertainties about supply and
price, oil will remain a vital source of energy for the
next two decades and probably more. The Middle
East with its vast reserves will conlinue to be an
important exporter of oil, although the probability
of supply disruption is very high indeed. It the
non-OPEC oil consuming and oil producing
countries get their policies right, their priorities
right particularly in pricing, we can progress
lowards a more diversified energy base, both in
terms of sources of energy and sources of supply.

STRATEGIC MATERIALS
by Sir David Zeidler CBE

First | would like to pass to you Mr Chairman
my appreciation for the invitation to be present
today and so to express some surprise at this very
substantial gathering. | understand that there are
a fairly large number of people representing
industry and | am pleased about that for it is an
obvious indication of a growing interest, a
developing interest. between industry and the
defence forces — a malter which has been a
considerable concern for a number of years to me
and my colleagues on the Defence Industry
Committee.

It has been customary for the Services to see
industry in this country as largely disinterested in
Service needs. As a consequence, the Services
no doubt have felt both impatient and frustrated
with what they perceived industry could do for
them. | am not going to enlarge further on this
aspec! other than to comment that while | agree
with a greal deal of what Professor Kasper said
this morning. | nevertheless remain troubled by
his reference to, and also the general use of, the
term Australia’s industrial malaise which has
come in recenl years lo such common usage in
this country.

As someone who has been engaged for
probably the best part of his life in the develop-
ment of the chemical industry, | am quite proud of
the ways in which Australian industry has been
developed. Today it has reached a strong position
and contributes very greatly to the nation’s needs
and economic wellbeing. We need o exercise
considerable caution betore allowing popular
community opinion to denigrate our means of
production,

Turning now to the topic of strategic matenials
which | have been asked to address, | am sure
you will agree | do not need to say anything more
about that very stralegic material, petroleumn. Mr
Gosper has covered that most adequately.
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Before proceeding | think it would be useful to
give some definition to the general topic. "Stra-
tegic matenials” are essentially those matenals
which if in short supply in a Defence emergency
could significantly hamper the nation’'s ability to
defend itself. Itis a broad definition and itis not my
intention this morning to deal in any great detail
with particuiar materials which we should con-
sider in present circumstances and under this
definition. It is important, however, that the
Defence Depariment, the Services themselves
and industry develop a good understanding of the
sorts of things which could be needed under a
detence emergency.

I would like to ask you 1o take your minds
back for a few moments lo the years preceding
1939 and the outbreak of the second world war. |
expect there are few of us here today who can
either remember the details of that period, or were
actively engaged as civilians or Service person-
nel. Let me say from personal recollection that the
Australian industry of the day was ill-prepared tor
the demands to be placed on it despite quite sub-
slantial warnings over several years that a major
conflict might arise.

However, as always in human affairs a small
band of distinguished and able people sel lo work
and quite rapidly major developments were in
train. 1 was a significant period in Australia's
industrial development. Much of what was started
then has prospered and Australian manufactunng
industry is far better developed and equipped lo
meet the much more sophisticated defence
needs of today. It now has a substantial capability
as a strategic resource. There are. of course, still
significant gaps.

1 am recalling this period of 40 years ago and
the problems encountered then largely because
of the lessons that were learnt at that time. They
were sharp lessons and parhamentanans and
business leaders look heed of them and, as a
consequence, In succeeding years developed
more effective policies in relation 1o manufactur-
ing industry and its role in a developing economy,
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and from which we are still deniving considerable
benefit.

| do not intend this morning to do more than
remind you ol the benefits which have flowed lo
this country from, for example, the very strong
immigration policies of the fifies and sixties, or to
do more than remind you of the government
policies relating to manufacturing industry which
greatly stimulated industnal development during
the succeeding two decades

It is a matter of grave concern today from a
defence preparedness viewpoint thal new poli-
cies are developing as a resull of the widespread
discovery of Australia's mineral resources and
their exploitation. These new policies may well put
in jeopardy some of the industries which are
important o defence

Protessor Kasper mentioned this morning
that the textile and footwear industries are ones
which he regarded as highly protected and which
should be restructured. Other industries which he
did not mention could also be at nsk; for example,
basic industries like steel and chemicals. We also
need to watch carefully the suggested restructur-
ing of the automolive industry because road
transport plays such a vital role in all aspects of
the defence services in Australia.

I am sure that in the next session Mr Stevens
will talk about industry, but | would like to make
one further point, a point relevant | believe to a
better understanding between defence forces
and industry. There is an important philosophical
difference between the approach of people who
work in industry and those who have responsi-
bility for defence matters. The difference to which |
am drawing attention is that industry, on the one
hand, i1s concerned with producing goods which
the community needs, but al the same lime it 15
also concerned to remain financially viable.
Defence managemenl, on the olher hand, is
concerned with convincing people in the com-
munity and through them parliamentarians of a
need to acquire sufficient financial resources 10
purchase and employ modern weapons and
modern equipment — generally | am sure a
frustrating task.

Tumning now more direclly lo slralegic
materials themselves. Itis important to realise that
consideration of this aspect of defence prepared-
ness has been studied over a long penod, starting
as | said in the second world war years when the
Direclorate of Matenal Supply controlled nigidly
many slrategic malenals. In later years the
Directorate of Matenal Supply was translated into
the National Security Resources Board which
was chaired by the then Pnme Minister — a clear
indication of its importance. During that period the
Depariment of Supply, as il was then called,
reviewed regularly some 500 different materials,
all considered to be of strategic importance.

However, as manufacturing industry and as
the basic resources of Australia were developed
this task changed from being a reqular review to
being a periodic review, and in due course be-
came the responsibility ol the Defence Industry
Committee, a successor body to the joint War
Production Committee. which. as | said, had been
formed in 1948. Some of you may remember that
Sir John Storey was its chairman for a number of
years, and the vital contribution he made. He was
succeeded by Sir lan Mclennan, the former
chairman of the Broken Hill Proprietary Company
Limited. Both these men not only made a great
contribution to the development ol strategic re-
sources, but also made substantial contributions
to industry in general.

The decision of what to place in the category
of the strategic material has never been an easy
matter for Australia. Possible needs and actual
items have changed I[requently. During the
second world war it was necessary for the country
1o stockpile items such as nickel, coball, man-
ganese, mainly used as sleel alloy elements
Also. and perhaps surprising in retrospect, large
stocks of hemp and sisal were maintained for the
production of rope. Also surprising in relrospect
was the stockpile of pig bnstles — a particular
variety from China — used 1o make lhe highes!
class of paint brush. Stocks of Tung oil, also from
China, were maintained 1o make what in those
days was regarded as a very high quality paint. All
these items no doubt were of particular signifi-
cance from a Naval point of view.

A number of important developments oc-
curred during the war period. The manutacture of
explosives, as mos! of you would know, relies on a
supply of nitric acid and until the second world war
nitric acid was made in Australia from imported
sodium nitrate — clearly a major nsk. It was
overcome when ICI established a number of small
ammonia and ammonia oxidaton plants based on
coke as a raw matenal These planls were
operaled by ICI on behall of the Austrahan
government munilions plants.

In the intervening years stockpiles of
matenals which al one time were considered
slralegic have been disposed ol and more
emphasis today s placed on the capacity of
Australian indusiry 1o supply materials which may
in times ol need be classed as slrategic. Industrial
capabilities 1o support this.policy are improving all
the time. For example. Australia’s steel industry is
now capable ol producing special steels —
electro-slag refined steels and quenched and
tempered plates. The production of such high
qualily steels, as a malter of interest, was not
possible even as late as 1977 when the Defence
Industry Committee undertook a general and
thorough review of manufacturing capabiliies.
The steel industry will no doubt go lurther in
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introducing specialised products and equipment,
but it has to be realised that installation in peace-
time of costly manufacturing plant is generally
only feasible when there is substantial outlet for
the product in addition to the defence require-
ments.

Little has been said during the course of this
meeting so far about equipment involving the
"higher technologies” from a strategic material
supply viewpoint. It seems unlikely that thus type of
industry will develop rapidly in Australia and, as a
consequence, | think we have 1o consider that
most of the higher technology equipment for
Service use will be sourced from overseas. This is
probably a practical solution for air transpon is
now a ready means of bringing such items 1o this
country. | am not suggesting, however, that we
should not support and encourage development
of skills in the field of modern electronics and
computer-controlled equipment. | am sure it will
develop, but itis a difficult area for a country with a
small population in which to be self-sufficient.

Another important aspect in considenng the
supply of strategic matenals i1s the chain of
manufactures from which they derive. For
example, most plastic matenals are now being
made in considerable quantity and good quality in
this country, but we must realise that they depend
on adequate petrochemical feedstocks. This
seems secure enough at present, for, as Mr
Gosper has said. the supply of petroleum feed-
slocks in Auslralia is reasonably favourable. We
must remember that the source from which they
come — Bass Strail and later the North Wesl
Shelf — are vulnerable to weather, shipping
collision or attack. These are hazards to very
important basic strategic products,

There are other chains of manufacture of the
sort | have just described. but | will not go into
them further. One example is perhaps enough. It
is a matter to which the Defence Industry Com-
mittee pays due regard

Australia, as | am sure you are all well aware,
is fortunate in that it is well endowed with basic
materials. It Is in a strong position for the
production of iron, sleel, copper alurmimum, zinc
and lead. There must be few countries which have
such a widespread strength in basic metals.
There are gaps of course. Titanium and mag-
nesium are not produced in the country yet. Also,
important  steel alloying elements such as
chromium, cobalt and vanadium are not available.
It is nevertheless a very strong basis on which 10
build further self-reliance

| would like to conclude with a reference to
human resources. Over the years since the
second world war a very much stronger edu-
cational system has developed and this mus! be
regarded as a valuable resource in relation 1o
defence needs. It would also be wrong if 1 did not
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say from my own background how important the
support for Australian industnal research has
been, Most companies of any size today spend
substantial sums of money each year on just the
sort of searching for more effective means to
which | think Professor Kasper was alluding when
he urged us 1o look for more efficient — in an
economic sense — ways ol doing things and
more efficien! products to make,

Perhaps | should also make a small comment
about the transfer of industnal techmical know-
ledge and expertise which has occurred over the
years. It is quite remarkable and | suppose
Australian and Austrahan-based manufacturers
must be among the world's more expert people in
searching out and in transplanting tmportant
technical knowledge into a new environment. Itis |
believe a very valuable strength.

In summary then | would like to emphasise
the importance of supporting Australian manu-
facturing industry. particularly from a defence
point of view. | would like to feel we could in future
avoid talking about the malaise of industry and
pay more attention to its successful achieve-
ments. | have touched broadly on the complexi-
ties and variations involved in considering which
materials should be recognised as strategic and
in this context | have drawn attention to the very
substantial development of human skilis. In more
recent imes there has been an evolutionary
process of understanding between the defence
forces and industry. | would like 10 see it continue
and strengthen and feel encouraged by he
presence at this seminar of a considerable
number of people from industry. Above all else
from a defence point of view we need jointly to
take an interest in, and be alert 1o, changes by
State and Federal Governments to policies relat-
ing to manufacturing industry.

RESEARCH AND
DEVELOPMENT

by Mr. A. Sharpe

When asked to speak of the research and
development resources of this country oriented to
seapower n defence | was concerned that the
words “Research and development” have as
many connotations and meanings as there are
people in this theatre.

Consequently it seemed to me to be neces-
sary to at least define my own understanding of
the words. Perhaps you may not agreed with me
but hopetully you will have a background against
which you may judge my later remarks.

| prefer lo use the words "Science and
Technology” — "Science” being the activity



covering the search for new knowledge and
"Technology ™ the application of that knowledge to
a useful purpose. From the very nature of our
delence operations there is likely 10 be more
concentration of resources on Technology than
Science.
At present in this country Detence Science
and Technology is the province of the Delence
Science and Technology Organization of the
Department of Defence, the technical depan-
ments of the three Services, to a limited extent in
the munitions factories of the Depaniment of
Industry and Commerce and regrettably to a very
small extent in Industry.
Industry has been involved in design, de-
velopment leading to production. Surprisingly all
the major activilies in this area have been
involved with the Sea. lkara, the antisubmarine
weapon system, Mulloka, the sonar system and
Barra the sonobuoy.
The role of the Defence Forces is to defend
Australia and its interest against aggression.
To support effectively the Defence Forces
the function of the Science and Technology re-
sources must cover —
¢ Knowledge of the physical characternistics
of the environment in which the Australian
Defence Forces have to operate.

» QOperational research studies using data
obtained from a vanety of sources includ-
ing the practical experience of the ultimate

user.
e Exploratory research and feasibility
studies of new equipment.

e Equipment evaluation and development.

e Support to the Defence Force in the
selection and through-life support of
equipments.

| stress that through-life support is essential
in the Australian environmen! for a number of
reasons even because most of our equipment is
acquired from overseas sources.

As | mentioned earher the two main organiz-
ations prowviding the wide range of scientihc and
technology support are Delence Science and
Technology Organization and the technical
branch of the three Services. In this audience the
Naval Technical Services of Department of
Defence (Navy Office).

The Defence Science and Technology
Organization carries out research, development
tnals and eveluation and conltributes to the
Defence Force in equipment maintenance and
development, in selection of equipment, in under-
standing the environment and general scientific
advice — in fact all of those topics | mentioned
earlier,

The DSTO's functions are discharged
through reference to a strong technological data

base which is built up by background scientific
research done locally and by access 10 overseas
scientific data through cooperative arrange-
ments.

Defence Science activities are closely linked
with defence strategy. It is an integral part of the
Department and there 1s considerable interaction
with the Services and other functional divisions.

About 4800 civilian staff are employed in 13
Establishments and DSTO Central Office whilst
120 Service Officers are attached to the
Organization and are an integral part of ils
resources. Total annual cost is of the order of
$90m

Electronics Research Laboratory with
divisions of Electronic Warlare, Navigation and
Surveillance and Radar is responsible for re-
search and development in the lields of
electronics, physics, oplics and applied
mathemaltics. A significant effort is devoled to the
over the honzon radar surveillance project
Jindalee. This project has considerable polential
for detection of ships. Measurement of sea stales
and cyclone waming are planned in ils develop-
ment.

Weapons Systems Research Laboratory
(WSRL) — its three divisions — Propulsion
Weapons Syslems and Aeroballistics. Its main
conltribution has been in the propulsion rmssile
and ship guidance development of lkara the anti-
submarine weapon systems which has been in
service with R.AN. for 18 years and later with RN
and Brazihan Navies.

Advanced Engineering Laboratories
provides engineering faciliies for all the labora-
tories 1n the area and undertakes engineering
design research and developmen! aclivities
primarily in the fields of electronics and light
mechanical engineering. Its main Naval activity
has been the design and development of the
Mulloka Sonar with industry.
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Trials Resources Laboratory 1s respon-
sible for the provision of mantenance of the
Woomera Range which as you may know was
placed on a care and mainlenance basis in mid-
1980.

Material Research Laboratories, Mar-
byrnong. Victoria, has divisions of Physics,
Metallurgy, Physical Chemistry and Organic
Chemustry. Expertise is maintained in fields such
as material aspects of armament and defence
equipment, explosives and ammunition pro-
tection

Aeronautical Research Laboratories are
by their name devoted lo work in the field of
aeronautics covering such aspects as Aero-
dynamics Matenals, Mechanical Engineering
Structures and Systems. This latter group has
been responsible over the years for the system
and missile design of lkara.

Engineering Development Establishment
(Maribyrnong and Monegeeta) pnmarily provides
a source ol military engineering design and
advice principally to the Army. It maintains close
collaboration with industry. An extensive Trials
and Proving Wing mainly for vehicle tnals is
located at Monegeeta.

Royal Australian Navy Research Labora-
tory or RANRL in Sydney NSW covers operations
research, ocean science, sonar science and
technology and mine warlare. Until early 1975 on
reorganization of the five Defence Depantments, it
was within Deparment of Navy.

Royal Australian Navy Trials and Assess-
ing Unit (RANTAU) conducts ship and equip-
ment tests, trials, investigations, inspections and
evaluations and carries out assessments ol
weapon practices as required by Navy.

Joint Tropical Trials and Research
Establishment (Innisfail, Q'land), was joined in
1977 by an amalgamation of the Joint Tropical
Research Unit and Tropical Trials Establishment
to carry oul tropical Inals on equipment and
materials. The UK cooperated informing U.T.R.U.
in 1962 and continues 10 use the Joint Establish-
ment,

Armed Forces Food Science Establish-
ment (Scottsdale, Tasmania) functions include
investigating the calorific and nutritive require-
ments lor all three services personnel and
developing rations and their associated con-
tainers. Its annual program is prepared in
cooperation with CSIRQ.

Central Studies Establishment Canberra,
A.C.T. conducts multi-service and force structure
studies, These studies require close liaison with
Defence Central divisions, with Service Offices
and the above research laboratories. As an
illustrative example of their work assessment of
sea based versus land based air power over a
range ot contingencies was carred oul.
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Il also carnes out examination of impact of
new weapons and lechnologies on service
operations.

Materials Testing Laboratory, Alexandna,
Sydney, s a small laboratory maintaining
expertise 1n metallurgical and chemical con-
sulting.

International Co-operation.

Access lo overseas lechnology enriches and
enlarges our data base. Co-operation with inler-
national organizations is now substantial and is
accomplished through multilatenal agreements
and through direct bilateral arrangements

Such arrangements have been in progress
through the Technical Co-operation Program with
United States of America, United Kingdom,
Canada and New Zealand Commonwealth
Defence Science Organization and specific
Memorandum of Understandings on co-operative
research and development with United Stales,
United Kingdom and hopefully shorlly New
Zealand. Collaboration has also been undertaken
with Malaysia, Indonesia and Thailand in that
Australia has provided assislance 10 these
countnes 1o establish Defence Science and
Technology activities.

| have no! detailed the contnbution that the
Technical Services Navy Office play but in
addition 1o seeking considerable assistance from
the Defence Science and Technology Organiz-
ation its own work covers design, development,
test and evaluation part of the Science and
Technology spectrum using indusltry 1o provide
post design support aclivilies but principally in
production and software suppon for computer
based combat data systems

| mentioned earlier the Munition Production
Factories now of the Department of Industry and
Commerce who provide design development and
production support in Naval Ordnance. It is most
unlikely that this work could be transferred to
indusiry because there is difficulty in providing
enough workload 1o keep the current type and
number of factories viable. However, these are
the subject of an independent review, the results
of which are expected shortly.

Role of Industry.

To date industry has played little part in the
acquisition of knowledge phase of Science and
Technology bul has over the years played an
increasing role in the design. development and
production of weapons which have adequale
effectiveness in our envircnment. Almost all of
these have been for Naval use, viz. lkara anti-
submarine weapon system which s fitted in nine
RAN ships. six RN ships and 4 Brazilian
destroyers and Mulloka, the sonar 1o be filted 10
our FFG's.

Qver the years this support has been initially
in the production of components, then elements



of the system and in the case of Barra, design
development and production.

The Future.

In November, 1979, the 200 mile fishing zone
was declared whilst the economic zone has yet to
be formally declared. When it is, it will mean that
Auslralia’s interes! will be an area of seven (7)
million square kilometres which is about the same
area as the land mass of Australia. Incidentally,
this area is only slightly less than that which would
become the interest of the United Slates

Over the pas! decade there has been con-
siderable concem that Australian resources 1o
conducl marnne science and lechnology were
very inadequate. Such concern has been ex-
pressed by the Senate Standing Committee on
Science and the Environment and the Australian
Science and Technology Council.

The Senate Standing Committee on Science
and the Environment has stated that our national
effort is inadequate. the range of interest too
narrow and that there is lack of co-ordination of
the existing effort.

Compared with Canada which has a popu-
lation of 24.5 million but a smaller coastal zone
than Australia, Australia has only 15 physical
oceanographers whilst Canada has 2000.

With current effort it 1s estimated to under-
stand the physical properties of the ocean around
our coast it would take 104 years to complete.
Whilst some of this work would only be of indirect
interest 10 Defence. the study of the air/sea
interaction on low level radar 1s of importance.

The Australian Science and Technology
Council in 1978 recommended the need for
greater attention to be devoted to marine science.
Following the Australian Science and Technology
Councils recommendations to the Government,
the Australian Marine Sciences and Technologies
Advisory Committee (AMSTAC) was established
to provide advice on priorities for and coordination
of research and development. In July, 1979, the
Government accepted the recommendations
from this Committee as regards allocation of
funds, concenlration on the Great Barrier Reef
area and support to CSIRQ in the acquisition of an
oceanographic research vessel.

Defence has maintained a walching brief on
this Commuittee’s activilies. With the delivery of
H.M.A.S. COOK the policy for time on this ship's
cruises for civilian scientists use has been deter-
mined. Furthermore, some of the recommend-
ations may involve support from the Defence
Force.

This is an area in which additional resources
will have to be devoted by Defence though the
emphasis of those expressing concern has been
on civilian applications. | find it disturbing that for
input to the World data base on oceanography

even in our own region, we rely heavily on the
Russians. However, we must understand the en-
vironment in which we have 10 operate.

Whilst the function of Defence Science and
Technology Organization is to provide the very
large majority of Science and Technology support
lo the Detence Forces there have been since the
mid 70's repeated recommendations from Joint
Parliamentary Committees, Defence Industry
Committee and numerous Industnal Mobilization
syndicate reports that more defence science and
technology should be done in industry.

In the implementation of such recommend-
alions there are problems of existing capability in
industry. provision of continuity of effort, low
volume of work that leads to production, the need
to overcome the rigid discipline ol the open tender
system and the increasing preoccupation in
political circles ol ensuring that all local develop-
ments must be of a low risk nature leaning to ultra
conservative and cautious appreaches 1o
approval of initiatives.

in addition there has been a lack of
clarification of Government policy from both
political persuasions on the export of weapons 1o
neighbouring countries. However. | understand
that the guidelines are now much clearer.

The scale ol requirements needed by the
Australian Defence Forces are small so that quite
often only with exports would local production be
economic.

Of course, though we buy most of our
sophisilicated defence equipment overseas we
are compulsive modifiers always ensuring that
never do we buy exactly what is offered from
overseas. Nalurally, it can be claimed that we do
not have in our procurement strategy the choice of
a supplier who has studied our environment and
optimised the performance of his weapons to it

As we tend to keep weapon systems and
major platforms such as ships and front line
aircraft very much longer in service than our
overseas suppliers it is essential thal as part of the
procurement of that asset, n addition lo the
acquisition of maternial and information we should
also obtain details of design concepls so that
in-country resources we have be they in Defence,
in Industry, will have the data base from which
medifications can be developed for production.
This need may be more necessary in electronic
equipment due to the exponential explosion in
capability and complexity in that area.

The evolution of electronics has been so
dramatic over the past thirty years that prediction
curves of growth are always exponential viz. the
number of active electronic elements — tran-
sistors if you wish — have grown from a few per
silicon chip in 1960 to over a million in the same
size predicted for the mid 1980's
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Generally these chips perform two functions
— they perform arithmetic or logical functions or
store data. The first of such devices is called a
microprocessor and with the addition of a memory
to store the data a microcomputer. The creation
of these devices has had a greal impact on lhe
design and development of systems, particularly
weapon systems,

The special feature of these microprocessor
and microcomputers is that they can be re-
programmed even when in use, New operational
modes can be added or old ones changed; not by
rebuilding the hardware but by medifying the
software, Software incidentally now represents
an increasing share of the cost of development of
a system viz. in the case of modem radar system,
figures of 30 to 40% have been quoted.

Whilst we will buy initially the software of
overseas procured systems and contract for
continuing after sales support for modifications to
that software, such a policy is only adequate
provided our tactical uses are the same and the
overseas manufacturer finds it profitable to
continue that support or we pay heavily for sole
Australian modifications.

| realise that Navy has foreseen this problem
and Is building up thal capability from local
industry but with the great increase in computer
based systems on ships does adequate capability
exist both in house and from outside contractors?

The concept of involving Australian industry
with overseas conlractors initially in the design
and installation of a system and then ensuring by
formal contractural arrangements that a pro-
gressive transter of technology to the Australian
Companies is achieved in a shon time after
completion of the system, 1sthe aim in the defence
Integrated Secure Communications Network
scheduled for installation throughout Australia
commencing in the near future,

Positive steps must be taken, as is occurring
in Britain, to have industry involved 1o a greater
extent than previously in such supporting Science
and Technology.

Areas ol lechnology which will be of interest
in the future are the use of satellites for a range of
purposes. Whilst we are users ol the information
from communication and navigation satellites and
have maintained a waltching brief on techno-
logical developments, more effort may be requir-
ed 10 cover defences imerest in the Australian
satellite.
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What of the Future.

It has been said that because we buy most of
our sophisticated defence equipmen! overseas or
produce locally to overseas design, that the
Defence Science and Technology resources be
they in the Department of Defence or in Industry,
are adequate. In any case, the problem with more
of the work being done in industry is that the
volume is low, continuity is difficult 1o achieve, and
the amount of spin off of the technology to non
defence application 1s hard to quantity and in any
case is low.

However, because the military threal 1o
Australia and its interests may change in the next
twenty years and may be such that those
countries from whom we procure equipment may
not be willing to continue support in such threat
situations, Australian Defence Science and
Technology resources are necessary to —

e Research our environment

e Support the development of military
strategy which is cognisant of our environ-
ment.

e Assist in the choice of weapons that will
have adequate effectiveness in that en-
vironment noting we may buy or modity
overseas designs or carry out selective
development.

e Assist in the development of laclcs to
optimise the performance of those
weapons.

The resources within Governmenl who have
to carry out the production phases associated
with these aclivities are severely constrained by
the Government bureaucralic process and
industry which has the flexibility to acquire
manpower matenals, change orgamsations, be
fully conscious of the necessity to maintain
completion dates and adhere 1o cost estimates,
will have to have a part lo play.

However, in order to carry out such support-
ing tasks, mndustry, lke the departmental
resources, needs lraining and exercising lo
maintain their capability. Whilst it is not necessary
that we be competent in all fields. a selective
balance must be maintained. Science and
Technology resources are a very expensive
resource and must be used to their fullest in peace
time so that when the imminence of a threat has
been foreseen, expansion can lake place rapidly
from such a core of resources.



DISCUSSION

Chaired by
Commodore P.G.N. Kennedy, RAN

Captain Bateman, Naval Institute: Itis a question
for Mr Gosper. By somelime later this decade, the
only fuel used for propelling Australian naval
vessels will be diesel distillate. Unfortunately, in
recen! years demand lor that particular fuel has
increased quite significantly with consequent
price rises in real terms and concern about avail-
ability. Whilst | accept the general propositions
regarding the outlook for liquid petroleum fuels,
could | ask specifically regarding the outlook for
the Navy's fuel?
Mr Gosper: | think the best way | could answer
your question is 1o say, yes, you are right. There
has been pressure on demands for distillates and
prices have moved accordingly. Itis an area of the
barrel which is under greater pressure lor pro-
duction than any other area in lacl. Having said
that, it would still be the sort of fuel which would
receive appropriate priority running through to the
year 2000,

| was going to make some comment in my
speech about the question of alternative fuels for
ships, lor naval craft. As most of you know, there is
something like about 500 odd ships in the world
now fueled by nuclear energy and a big proportion
of those are naval, especially submarine craft.
The move to pul ¢oal into ships because of the
worries you are talking about has been looked at.
In fact Australia is one of the first countries to
move into this and there are currently under
construction four very large ships — in the order of
about 70,000 tonners — which are being built with
coal as a fuel. | have to say to you though that
there is a worry in this area because they are not
as economic to run by comparnison with tradition-
ally tuelled craft and secondly there are problems
ol bunkers and logistics.

| am really talking to your question rather than
answering it. but whal you say is night and | think it
is simply a matter of policy within government,
concern within industry. that matters of transport
particularly relating to strategic needs, shipping
needs and so on, have 1o be kept up 10 the fore-
front of everybody's mind
Commander Grazebrook, Naval Institute:
Taking up the question a little further of coal in
ships, is it not correct that little resources have
been addressed 10 the development of the use of
coal in ships for some decades now and whilst it
may not be economic al present, itis possible that
something could be done by applying develop-

ment resources to the use of coal in ships, such as
handling methods and so on. Could Mr Gosper
comment on this?

Mr Gosper: Yes, | did not intend o be negative
about the coal aspect of ships. | can assure you
that my own company. which runs something like
500 ships internationally, is dedicating some
research to using coal for ships to carry oil so we
are quite positive about that, It is not quite the
reason why a traditional oil company like Shell is
moving into coal but it is all pant of the energy
scene,

The Japanese are also doing work in it. The

Japanese are in fact — and you may be better
aware of this than | am — even looking again at
wind power and the ulilisation of sall power in very
restricted fashion. One tends to read these things
and think it is a panacea but no, | think everyone
should be positive about this and we do see a
trend towards the utilisation of coal more cer-
tainly.
Lieutenant Johnson, Naval Staff College: Mr
Gosper has indicated that our strategic reserve of
fuel and petroleum products for defence and
defence industries has been set at approximately
75 days. Could Sir David Zeidler comment on the
apparent inconsistencies of this policy which sets
this level and yet demands industry be capable of
supporting the delence eifont for substantially
greater periods.

Sir D. Zeidler: If you are referring to the chemical
industry and the plastics industry which | men-
tioned was dependent upon petroleum feedstock,
they are different fractions from the barrel that are
required and while it may be that from a policy
point of view petroleum feedstocks would be
diverted to other uses, | think in general it 15
unlikely the particular section of the barrel of oil
that is used for chemical purposes would be
allocated to other uses. Does thal answer your
question? | do not think it has much to do with the
amount ol, it you like, stockpiled petroleum
products for transport.

Mr Hayes, Depantment of Defence: Mr Chairman,
| would like to put a question to Mr Sharpe. This
morning we heard a lo! aboul the virtues of
specialisation in the talk given by Professor
Kasper. | would like to ask Mr Sharpe if he thinks
that R & D activities as carned out by the DSTO
organisation in this country might benefit from a
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little more specialisation rather than being spread
across such a wide canvas as it is presently.

Mr Sharpe: Yes. | speak with personal feeling.
Yes, we do need to look al this. We have made
some reduction in specialisation. A number of
years ago we decided 1o cut down the effort in
chemical and biological detence, though we
never did any biological defence. We cut chemical
defence because ol policy changes in the United
Nations and government requirement that we
uphold those United Nations policies. We had 1o
raise it up some time later. Yes, we cannol do
everything. That is why we maintain our overseas
close collaboration with inlernational agencies,
particularly the U.S.A_ and the U.K. We now have
a very good administrative procedure of bringing
about such rationalisation in the use ol staff
ceilings allocation by DSTO central office to
laboratories.

Commodore Robertson, Naval Institute: | would
like to ask Sir David Zeidler about aluminium. A
couple of years ago | was involved with a com-
pany and there was a greal shortage of aircraft
type aluminium. We had the aluminium in Aust-
ralia but we could not supply because we could
not treat it properly. | understand the cost of a
plant was not all that high by major standards —
about $60 million at that time — but it seems to me
that would be a very important strategic asset for
us lo have.

Sir D. Zeidler: | think heat treatable aluminium
alloy sheet is not yet made in Australia. | do not
know very much about the cost of the plant and
cannol really, as a consequence, add much to
your question. | know it is a lack al the present
time. | expect it could be overcome fairly quickly,

Wing Commander Brown, Retired, Associate of
the Institute: A queslion lor Mr Gosper, does he
think that OPEC will continue in its present form or
will it break down from internal conflict? I it does
break down, will it give us better or worse con-
ditions for oil supply to Australia?

Mr Gosper: We have no reason o believe thal
the structure of OPEC will break down. Il has
withstood some lremendous strains over the last
two years of course, with Iraq and Iran at each
other's throats. There have been disagreements
in terms of policy towards reduction in production
and the movement in prices, The attitudes taken
by countries like Algena and Libya on the one
hand have been aggressive in terms of pushing
prices up and aggressive interms of conservation
and reducing production by comparison with
Saudi Arabia at the other end which has sustained
levels of production. In fact the Saudis increased
production up to something like about 10.5 million
barrels a day. They have been the restraining
influence, along with some of the other moderates
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like the United Arab Emirates and Kuwai, in
keeping prices down and perhaps Kuwail is
typical of the country sitting in the rmiddle. Yet,
most of these countries came together you will
remember in Bali just recently at the OPEC
meeting and made fairly modest adjustiments to
prices in terms of real increases.

This organisation has been around for over
20 years. | suggest to you that we should work on
the assumption that it will continue 10 exist. Thatis
the first thing | would say. Its form may change. |
am inclined to think it will draw together as a result
of the tendency for an over supply of oil to be
taking place now and | think we will see quite a lot
of over supply, under supply and movement up
and down on demand and supply during the 80s.
This is more likely to keep that group together.

In the present circumstances, it would be
hard to say whether it was better or worse for
Australia if there was a break down. | think you
must deal with the reality. We have had practice
with dealing with this part of the world. Most of our
supplies are Australian sourced — as you know
we are self sulficient by 70% — so the balance of
the 30% mostly comes in from the Middle East
The American importing companies — American
based international importing companies bring in
oil from the ARAMCO group with the non-
American internationally based companies like
ourselves, importing from the Persian Gulf. The
relationships between this country and many of
the Middle Eastern countries which are pan of
OPEC are good indeed. Saudi Arabia is a good
example. The deputy prime minister has worked
very hard at this relationship,

We are also. of course, in touch with other
OPEC countries which are outside of the Middle
East and that should not be lost sight of as well.
What | would say to you is that the right policy for
this countiry against that background is thal every
effort be made in conlinued exploration and
search for traditional oil. There is more oil to be
found in this country. The Austrahan oil parity
pricing is a sensible and wise policy lor any
government lo take in present world circum-
stances and every effort should be put into this
area. | think both major political paries beleve
implicitly in this. | think | have taken a long time to
answer your question and that is as much as |
should say at this stage.

Commander Johnstone-Hall, Navy. | am
addressing my question to Mr Sharpe and
possibly Sir David might like to have two cenls
worth as well. It is on the subject of research and
development and I think, Mr Sharpe, you said that
a large amount of the research and development
in this country tends 1o be done within government
organisations. Taking up Professor Kasper's
point that we should be more innovative and |
think we all probably agree with this to a lesser or
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greater extent, and taking up Mr Gosper’s point
about looking at alternative energy resources and
how we are going to develop those, it seems to me
there needs to be quite a lot of research and
development or science and technology as you
put it. done in the next few years, Accepting
Professor Kasper's point that something done
within the government only tends lo be not too
innovative and perhaps is done within certain
limits, how do you think we can encourage
industry and people outside the government circle
lo get into research and development to a greater
extent.

Mr Sharpe: The responsibility in government
circles for ensuring energy research and develop-
ment, my memory says rests with the Department
of National Developmenl. They have a very com-
prehensive organisation thal goes out and solicits
bids from a range of people, be they CSIRO, the
universities or industry. | am only speaking from
memory now but | think last year there was some
$60 million or more devoted to it.

As lar as defence is concerned, we do have
with defence, from memory — it is a bit hazy now
— a committee that looked at this. There was one
thing we would never do, and that is we would
never try in defence to repeat work that was being
done outside, be it in industry or universities or
CSIRO. Coming back to the question of coal in
ships, there is a very comprehensive report of an
expenment done a number of years ago on
burning brown coal in gas turbines. There are
some technical difficulties on the life of turbines
which makes it slightly difficult.

As far as the range of other questions is
concerned, from a defence viewpoin! | presume
the programi is still going on, there is considerable
work on the use of LPG in military vehicles — not
front line vehicles — within the DSTO, a watching
brief on altemative energy sources, work for the
army — on local production of certain greases
and lubricants but certainly there is a mechanism
in governmen! and there is quite a considerable
amount of money being spent al the moment on
research for alternative energy uses. both in
industry and in government sources.

Sir D. Zeidler: Mr Chairman, if | might make jus!
one supplementary remark. As far as research in
industry is concerned, it is easy to do more
research if industry is more profitable. It might not
be a very satislying answer, but it is a fact of life, a
fact of business life, that if an organisalion is
feeling financially strong it is likely to be more
innovative.

| made the comment during the course of my
earlier remarks that this really is the basic
difference | think between aclivities which are
carnied on by defence lorces and perhaps govern-
ments and activities carried on by business. In
business our responsibility is to remain economic-
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ally viable and we view that by and large on a fairly
short-term basis, | am afraid.

Mr Kingsford-Smith, from Hawker-Siddeley in
Australia: My question is to Mr Gosper and con-
cemns fuel from shale oil. We read in the papers
today that oil from shale is expensive, complex. a
mystery which if it produces anything it will be a
synthetic oil which may be usable in our refineries
or may not be usable.

This confuses me because o the bes! of my
knowledge we were producing oil from shale in
Australia before World War |. We certainly pro-
duced it here during World War II. It was no doubt
very expensive bul duning World War Il we did
produce oil from shale. It was used We produced
an important amount and it could not have been
tipped down the drain. It must have been used in
our refineries. Could you comment on that
please?

Mr Gosper: It is 12.09 but | will do my besl. You
are quite right. In fact the refinery that my own
company took over in Sydney, the Clyde refinery,
was originally refiming oil from shale and that
dates back 1o the 20s. What we are concerned
about with shale these days is size, money,
engineering the socielal impact, the environ-
mental impact. We have taken a different view in
my company from some other companies about
the timing as far as shale oil is concerned. We all
believe that oil will come from shale oil, the
process is there. We estimate that it is about
$50-60 per barrel to produce. That is an estimate
that we make. It is not too different from what |
think other companies make. We have concen-
trated | suppose on thinking that coal offers an
earlier alternative and a less costly alternative for
producing oil and gas than others who have felt
that shale oil should get a higher priority.

Why shale oil today is so significant a point of
discussion and debate, | come back 1o the point. is
because of the scale necessary 1o produce even
modest amounts of oil. Back in the 20s and 30s,
the demand for oil just did not bear any relation-
ship to the demands we are talking aboul today
The Rundle shale oil project in the event that it
goes ahead, and no-one has said yet that it will not
go ahead — difficulties have been struck in terms
of cost and technology — | do not wonder — but in
the evenl that it goes ahead and we must assume
that it will go ahead eventually in this country, is
planned to produce something like about 200,000
barrels per day. It plans to provide in the order of
something like about 2.6 billion barrels of
reserves equivalent. That is aboul equivalent to
the amount of reserves of normal hydrocarbon
oils that we assess and are known 1o be available
at the moment. So it is a very important resource
that we should not walk away from.



However, the risks are enormous. The tech-
nelogy has nol dramalically changed. It 1s a
technology of mining. It is a technology of moving
large amounts of overburden. It is a technology of
handling large amounts of shale oil. It is a retont
ltechnology. You are more scientific than | am, |
am the least scientific guy in this audience but |
can lell you that in the retort process lthey use
temperatures up around 520 degrees centrigrade
and it is a process by which the kerogen element
in the shale oil is vapourised off and then reduced
— brought back to a liquid — and this can be used
as a feedstock into a refinery. The shale oil in Julia
Creek or in the Rundle shale deposits are esti-
mated to have something like half a barrel per ton
of shale oil. We are talking about a project that
would probably cost around $10 billion plus.

These are the formidable elements of shale
oil. Shale oil has not gone away. Itis bigger in size.
Its contribution 15 more important, The current
project has obviously struck technical and finan-
cial difficulty. This has caused an enormous
amount of emotion which | would like to see go
away. Il is too good a political football at the
moment. If there is a question on the stock ex-
change, we have gol struclures to investigate
that. There is a Corporate Affairs Commission
that can do that in New South Wales. The people
in Esso are pretty sensible people. They have gol
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a good track record and their integrity is high and |
think the people in government who have been
dealing with them have got high integrity and |
think we have whipped up an enormous amount
of emotion on this

It is disappointing thal a project thal was
estimated 1o go into a scale model costing
something like $700 million — and | say that
quickly but it is a very large amount of money, has
gone to $2.1 billion and it does nol surprise me
that these partners have had to step back but it
has not gone away. | am concerned that if there I1s
loo much emolion about new efforts 1o bring in
alternative fuels, that other people will be frighten-
ed off by the emotion thal has been stirred up over
this issue. My company for example is very
seriously investigating and spending consider-
able amounts of money on coal conversion lo gas
as a step 10 go to oil. This is a coal based country.
It 1s a country where my company might feel
inclined to spend more money in research. The
present atmosphere is not encouraging for me to
develop this sorl of prospect. | would just like to
see the emotion go out of it. Shale oil is still there.
Are we not lucky 10 live in a country where we are
70% oil sell sufficient. We have supplies of
uranium and we have enormous deposits of coal.
That is what we should concentrate our efforts on
at the moment | would suggest.
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AUSTRALIAN INDUSTRY’S
PRESENT CAPABILITIES TO
SUPPORT MARITIME DEFENCE

by N.F. Stevens, OBE

There are few subjects generaling more
discussion and differences of opimion than the
ability of Australian Industry lo support the
Defence Forces. There have been a number of
reports on the subject over past years and much
press comment and criticism, some of it valid but
some quite illiinformed.

The Defence Industry Committee (DIC)
examined the matter in some detall in 1976-77
and produced a reporl of substantial size which
was presented o the Minister for Defence in
1977, For those of you not familiar with DIC |
should explain that its membership includes eight
senior industrialists and nine senior Service and
Departmental officers from Defence, Industry and
Commerce and Finance.

The overall conclusion reached by the DIC
was thal, while Australia has substantal defence
industry capability, there had been serious
slippage over the years in our capability relalive to
the more advanced overseas countries and that
the technology gap between the commercial pro-
ducts of our industry and modern military equip-
men! had widened considerably. The situation
could be described more as one of failing to malch
the enormous rate of progress overseas rather
than of failure to invest in such activities.

Last year the DIC re-examined its earlier
conclusions and found that although there had
been progress in some areas the overall assess-
ment remained the same. As a matter of interest |
would mention that the DIC continues to monitor
changes as well as the implementation of the
policy recommendations it has made

The other main inquines into Defence
Industry have been by sub-committees of the
Joint Committee on Foreign Affairs and Defence.
The first was under the chairmanship of Senator
D.J. Hamer, as he is now, and dealt with
“Industnal Suppont for Defence and Allied
Matters” (1977). The second, under Mr. R. Katter,
dealt with "Defence Procurement” (1979). Both
groups reached similar overall conclusions to
those of the DIC.

These reports all dealt with defence general-
ly and not Navy in particular. All were written
against a background knowledge of the Govern-
ment's strategic assessment of a major threat lo
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Auslralia being unlikely. This is still substantially
the current assessmenl, although each ol the two
Parliamentary Committees made its own infer-
pretation as to likely scenarios. Also, each dealt
with ils topic as al a particular time and while all
made recommendations for change they con-
tained liftle speculation on the course of fulure
trends. Such trends are significant and changes in
industry’s ability to support Detence are important
if we are to have a clear understanding,

The trends reterred to in the previous para-
graph give a picture that is rather patchy — the
technological gap continues to widen generally
but in some specific areas it has narrowed. This
has usually been the result of some departmental
iniiative (e.g. the Barra Sonobuoy, Mulloka
sonar), although the initiative came from industry
in the case of the study at present proceeding inlo
the feasibility of designing and building inmal
trainers for the RAAF. | should add, that there has
been conlinuing encouragement from the RAAF
and Defence for this project.

Belore narrowing the field to better fit the
subject let me add my support to one of the Katter
Committee’s recommendations. | would like to
see the Defence Department able to lake com-
plete charge of its own procurement processes. It
does so in relation to overseas tems but not for
local purchase. My reasons are not only the
magnitude of Defence spending and the simpli-
fication of procedures which would follow the
elimination ol the second Depantment bul also
because it would bring Defence closer to industry
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and to assist in keeping industry’s development in
phase with the evolution of Defence require-
ments.

Now let me turn more precisely to my subject
which is "Australian Industry's Capabilities to
Support Maritime Defence”. As this could mean
many things to many people | think | should give
the interpretation which | propose to use.

Firstly, “maritime defence’ of Australia could
involve participation by other countries e.g. USA,
New Zealand and the UK — even perhaps Indo-
nesia and Malaysia — the combinations and
permutations are many. For my purpose | have
taken the topic to relate primarily to the support of
the Australian fleet, its Air Arm and those ele-
ments of the RAAF directly involved in man-
time defence. We could, and undoubtedly would,
assist with the support and basing of fleet unils of
our Allies but this could not be a determinant of
our investment in support capabilities unless it is
part of peacetime arrangements.

Secondly, there is the area of operalions
Without defining this | have assumed that support
would be provided from Australia — through
Australian fleet bases and civil and naval dock-
yards — and of course Australian industry.

Thirdly, "Support” itself needs to be aefined. |
take it to mean provision of equipment, main-
tenance, repair and technical back-up for modi-
fications, problem solving and so on — a very
broad concept.

Fourthly, | think it is true to say thal it is
unlikely that the “Maritime Defence” in any
situation would be in the absence of Army and Air
Force but | do not think it is intended that | would
widen my brief to examine the industrial back-up
to these other arms of the Services excepl to the
extent that they all utilise the same capabilities
and are directly involved in maritime defence. The
Orions, which are long-range maritime patrol
aircraft, provide an example.

The major Navy support facilities for the
Australian fleet are Garden Island Dockyard in
Sydney, Williamstown Dockyard in Melbourne
and HM.A.S. Stirling in Cockburn Sound near
Fremantle, Western Australia. There primary
facilities are backed by a miscellany of other
eslablishments with more specific functions.
Special mention should be made also of Vickers
Cockatoo Dockyard (VCD) which, while privately
run, has a direct support role in refits of sub-
marines and some surface ships.

It follows that the Navy itself through its fleet
base facilities provides al least first line support.
Its dockyards together with VCD provide lull refit
and modermisation capabilities and, in the case of
Williamstown and VCD, construction capabilities
for warships and other vessels. These are areas
where there has been continuing heavy invest-
ment in recent years. HMAS Stirling is a new

facility, Williamstown Dockyard has been exten-
sively modemised over the last few years and a
start has now been made on an extensive
modemisation at Garden Island, NSW, to accom-
modate the new FFG's and to bring the facilities
up to the standards required. VCD's capabilities in
support of submarine refits are also modem and
effective.

The first line support of the Fleet Air Arm is
likewise provided from within Navy controlled
facilities. Depot level support comes from industry
controlled establishments such as Hawker de
Havilland and QANTAS. Support of missiles from
the Navy facility at Kingswood and the Guided
Weapons and Electronics Support Facility at St
Marys.

The role for industry is to support this first
line. A multitude of contractors provide equip-
ment, equipment repair and services to the Navy
as a back-up to its primary effort. The Govemn-
menl Munitions Factories provide most of the
conventional ammunition used by the Navy (and
the other services o). From the point of view of
the subject | am addressing it is immaterial who
provides the support (be it industry, government
factories or the services) so long as logether the
required range is available.

There are gaps in Auslralian Industry's
capabilities to provide this back-up. We are very
dependent on overseas sources for much of the
installed equipment, spare parts and technical
know-how required. In the words of a well known
professor ‘Why is this so?" Why do we not have
enough of all the things we want for complete
support of the Fleet, be they needed in the Navy's
lines of support or in industry? Why cannot they all
be made locally? The answer lies in the con-
straints which operate against this utopian idea.
There are several major ones and | list them as |
judge in descending order of the lead time likely to
be taken to overcome each of them, Needless 1o
say this is pretty subjective and it is more than
likely that many of you would list them in a
different order. However, in my view here they
are:

Lack of suitable technology

Unavailability of materials, including com-

ponents and fuel

Lack of plant and equipment

Shortages of labour — both skilled and un-

skilled

Financial constraints

(a) Shortage of funds: and/or

(b) Economic considerations

Let me now look at each of these in turn. This
15 not as clear-cut as it might appear because the
various constraints tend to overlap — it could be
contended for example thal shortage of funds or
at least the poor economies of a project may well
be the basic cause of inferior technology.
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Lack of suitable technology is mos! apparent
in fire control and weapons systems and other
electronic equipment such as radar and advanc-
ed navigational aids. What we are really talking
aboul is sophisticated electronics — an area in
which Australia was a few years ago fairly close to
the state of the art but in which a large gap has
now emerged.

All is not black however in the electronics
area. The industry now has much greater system
knowledge than previously which is usetul in the
Defence field. Also. there are several successful
projects of Australian design and production.
AWA’'s CRH 11 Receiver is in wide use with
Navy; the Mulloka sonar is entering production as
is the Barra Sonobuoy; local industry did a very
creditable job in the integration of the Barra
system to the P3C Orions.

Mr. Goddard will not doubt elaborate so | will
content myself by saying that the present position
results from the escalation in Australian cosls
compared with overseas cosls, added to the
problems inherent in our small production runs.
Changes in protection arrangements at the time
of the introduction of colour television, coupled
with the unavailability of Government funding for
the level of research and development needed to
match several overseas countries have resulted
in the near-demise of what was once a promising
export industry.

One thing which should be kept in mind is that
there is, either in the Service or in the Dockyards
(especially Garden Island, Sydney). orin industry,
the ability to repair, maintain, test and calibrate
most, it not all, of this electronic equipment. It is
extremely important that we ensure continuation
of at least this level of capability. Although we may
be dependent on overseas sources for much of
the onginal equipment. components and tech-
nical know-how, we are able to keep the equip-
ment operating given adequate forethought on
stock holdings.

Sir David Zeidler has deall with materials
availability in his earlier talk. | think that all | need
say here is that unavailability of materials does
provide an incipient constraint on industry's ability
to suppon, especially if (for whatever reason)
overseas supplies were cut off, This seems to
conflict with our immense raw material resources
but we do not process these materials to any
extenl. Even when we do as with aluminium, we
do not have the market in peacetime o warrant
production of the specialised defence alloys.
sheet and sections.

With materials | also link the smaller com-
ponents. Here again the electronics industry
might be quoted in what we (i.e. Australia) do not
manufacture most military standard electronic
components. QOur capabiliies n the modern
marvels of micro-electronics are limited and with

the massive investments required and our small
market will probably remain so.

Availability of fuels is also another matter
which should be mentioned. With the conversion
of most of the fleet to diesel fuel Navy's depend-
ence on overseas fuel supplies is much reduced
Mr. Gosper has dealt with this subject in more
detail.

Full support for the Fleet can be limited by
availability of plant, facilities and equipment. For
example. if the accident to HMAS Adelaide had
happened in Australia waters there are suitable
dry-docking facilities on the east and south east
coasts only. A new propellor would need to be
imported as, while progress is being made
towards casting blades locally, the intricate
machinery necessary may well be beyond current
capability excep! for special 5-axis milling
machines being installed for the aircraft industry.
Also the Department has recently installed at
Bendigo a very large lathe o provide reasonably
economical machining of large marine drive
shafts.

Much of the equipment installed in ships such
as propulsion systems and armaments, is nol
made in the country and muslt be imported. | will
have more 1o say about these later but mention
the necessity for their importation in the context of
a conslraint on our overall capability.

There are other gaps in our capability where
overseas designs make use of lacilities available
there bul not yet commercially needed in this
country. Very large closed die forgings are an
example.

| might add that the mining boom has had
fall-outs for Detence in the area of heavy
engineering. Whereas Ordinance Factlory
Bendigo was once the only capability available in
many of the heavier areas, similar capabilities
have now been developed to service the mining
industry with its enormous scale of equipment
which often operates in extreme environmental
conditions.

There is presently a shortage of skilled
personnel throughout industry including civil
employees in the Navy Dockyards. | am sure Mr.
Humbley has experienced this at V.C.D. | know
my service colleagues on DIC have. So have the
Munitions and Aircraft Factories of the Depart-
ment of Industry and Commerce.

The skills to which | refer range from trades-
men to middle managemient professionals; the
geologists: the chemists: the engineers; virtually
the whole range. It is a shortage on a national
scale and it is worsening. Many steps are being
laken to alleviate the position including increased
apprentice intakes and recruitment overseas but
it appears that a much wider approach is needed,
including possibly a change of attitude by the
Trade Union movement, to the training of adults to
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become tradesmen. As an aside, | think that to
take on and train as many apprentices as possible
1S a national duty for industry.

Al all umes there is a shortage of funds to do
all the things which need doing and so it is always
necessary lo make judgements and to allocate
priorities. Thus some projects which are desirable
cannot proceed for this reasen. Apart from noting
it as a constraint there is little to be said or done
here. Il does, however, mean that on occasions
industry canno! proceed with highly desirable
developments which require Government assist-
ance in funding. | might add that only rarely do the
prospects of volume from a particular defence
equipmenl warrant large scale pnivate investment
in this country.

Closely allied to the funding problem is the
decision whether the cost penalty which must
often be suffered warrants the benefits that flow
from involving Australian industry. Labour (and
other) costs in Australia are high, a position which
1s exacerbated by the pressure lor a 35 hour
week. Frequently it is necessary to cope with the
relatively small numbers in which we deal. Apart
altogether from the need lo spread one-off costs
over small production runs, the chance of making
progress down the learning curve i1s minimal.

Concerted efforts are being made to foster
Australian Industry Participation. [ am less
familiar with the Navy's overseas purchase of
ships than with the aircraht industry but strong
pressure is being applied in several areas 1o uplift
Australian technology. There are a number of
projects where the Government is prepared to
accepl the higher cost of local production and to
provide plan! and equipmen! where necessary o
enable work to be carmied out in this country
because it will bring with it technical knowledge
and skills we do nol possess which will enable
relevant equipment to be maintained here. Navy
examples are the Patrol Craft at NQEA and the
more recent decision to build follow-on Destroy-
ers (FOD's) to the FFG basic design at Willams-
town. Such projects place greater pressure on the
Service technical areas in project control, design
and management but the end result is in my view
much more beneficial than direct overseas
purchase. The offsels policy is also succeeding in
upgrading technology in many areas though less
easily applied in the naval construction area than
against equipment being purchased tor ships.

Let me now try to draw some conclusions
from the foregoing. Mr. Humbley who is to speak
shortly will not doubt tell you that Australian
builders are quite capable of constructing the
hulls of vessels similar to surface vessels in the
Fleet at the moment (but of course more modemn).
Perhaps there is the ability to design them too,
although on economic grounds it is likely that
overseas assistance would be soughl. | men-
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tioned the hull of the vessel because much of the
installed equipment including the propulsion unit
{of whatever type) would not be built in Australia.
We do not have that capability, mainly because
our requirements are oo small to make local
production worthwhile, a situation which effective-
ly shuts us out of a number of areas ol technology.

Capabilities exist for guns and gun barrels
and the Ordnance Factories made 4.5" mount-
ings for the DE's and hopefuily will make 76mm
mountings for the FOD's. However, in missile and
torpedo technology we are very limited. Ikara was
a successful Australian-designed system but we
have not attempted to make other missiles or their
shipboard equipment. Whilst the Defence
Science and Technology Organisation and the
Services keep lhemselves aware ol develop-
ments, the small requirements of highly complex
itemns make it unlikely that industry will be asked lo
undertake development and production of this
type of equipment.

Similar consideration apply to much of the
sophisticated electronics — the fire control
systems — radars, navigational equipment and
so on.

When it comes to submarines, the hull (which
IS a pressure vessel) has never been attempted
here although a study of the feasibility of such
construction 1s currently under way and Mr.
Humbley will no doubt refer to thus. VCD through
its refitting and modemisation of the Oberons has
extensive knowledge of fitting out submarines
and much expenence ol welding the pressure
hulls. They may well be capable of taking on the
building task.

| would not ke 10 leave the /mpression that
because we can only effectively build hulls and a
limited range of equipment that building of naval
vessels in Australia should not be continued. |
believe we will make immense gains from the
building of the FOD's here though there will
undoubtedly be ditficulties and frustrations also

A much more salisfying piclure emerges
when it comes to maintaining vessels and their
equipment. A similar picture emerges in relation
to the aircraft operated by the Fleet Air Arm. As |
have indicated earlier, our capabilities in this area
are by no means insignificanl. Very little of our
equipment goes outside the country for repair and
overhaul so that while we are not sell-sufficient in
the prowvision of equipment and spares we are
nearly so in the repair, maintenance, calibration
and putting to work.

Some of our faciliies in this area are ex-
tremely good. Special reference should be made
1o those for missile support at St. Marys and
Kingswood. The laner enable us to suppon
Tartar, Seacat and other missiles. These facilities
are to be extended to cover the key weapons of
the next twenty years.



One ol the deficiencies encountered at
almost every turn is the difficulty of maintaining
salisfactory communications between Defence
and Industry. The Defence Industry Committee is
very much aware of this and has, over the years,
made a number of suggestions, most of which
have been implemented with, | think, some
improvements resuling. But the nut 1s far from
cracked and it is at leas! as much industry’s fault
as Governmenl's. Animporiant new development
in getting this message across i1s formation of
industry groups and indeed the Australian Naval
Institute has a role to play here.

The conclusions which emerge fairly clearly
are:

— The Naval shipbuilding induslry remains
capable of building the replacement hull for
any of the vessels in the present lleel, excepl
submarines, even though it must rely on the
importation of much of the installed equip-
ment.

— An investigation of the feasibility of building
submarnnes 1s currently under way with pros-

pects that this could be within our grasp i
properly planned.

VCD is able to carry out the four-yearly refits
of "Oberon” class submarines and has up-
dated those vessels successfully with new
weapons systems

There exists in the country the capability (in
both labour and facilities) to overhaul, repair
and put 1o work virtually ali the equipment
(including propulsion equipment) which is
mslalled in Australan naval vessels and
aircraft. However, we remain reliant on
overseas sources for many spare parts.

The "technology gap’ is widening so that
there is only limited capability in Austraha 1o
design and build the “black boxes” which
form increasingly the basis of naval action.
There 1s no capability in Austraha for the
design and manufacture of propulsion units
be they steam, diesel, or gas turbine

The constraints which underiie the present
slale are substantial and therr recufication
would take ime in all cases but especially in
the technology and skilled manpower areas.

Admiral Murray with seminar officials Commander Youll and Captain Cooper
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THE WAY AHEAD FOR MARITIME
DEFENCE INDUSTRY IN AUSTRALIA

A Group of Presentations by:
Mr Richard Humbley
Mr R. Kingsford-Smith, DSO, DSC
Mr B.R. Goddard
Mr P. Scott-Maxwell, DSC and Bar

Speakers introduced by Commodore J.A. Robertson RAN (Rtd),
immediate pas! President of the ANI

SHIP BUILDING
by Mr Richard Humbley

The views express in this paper are my own
— and they are nol necessarily shared by my
Company, Vickers Cockaloo Dockyard Pty
Limited. or by the Australian Shipbuilders’
Association, of which | am Chairman

it is my intention

e 1o recall the role of the Auslralian ship-
building Industry in our maritime defence
— and 1o say how the industry is seen by
Defence in that role,

e 10 describe the present slale of the
industry — and brefly say how it got this
way. There are some lessons in hislory;

® [0 point out some of the current problems
— and suggest the need for broader vision
in the “ship industry”;

# and finally to have a word or two about the
government as customer — in policy and
practice.

THE ROLE

There has been singularly little controversy
or disagreement with the views put forward in the
Defence White Paper of November, 1976, when
the governmen! of the day called tor greater self-
rehance in our defence posture — and added it
was foreseen thal

", .. any operations are much more likely

to be in our own neighbourhood than in

some distant or forward theatre. """

In that paper also, most importantly, the
implications for Australian defence industry were
outlined in some detail. These included

“the sustaining of the capability to con-
struct and modernise selected naval
vessels”
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and
“a basic design and development
capability which will permit selective
local design and development of equip-
ment, modifications and adaplations (o
overseas designs, as well as pro-
duction.”

It has also been well said, in the report of the
Parliamentary Joinl Committee on Foreign Attairs
and Defence (the Hamer Committee. October
1977), that —

“It can be argued that, because there

15 a naval shipbuilding and repair com-

petence in Australia, it is riol necessary

to have built a specific warship in this

country to be able to keep it in an

effective operational state. It is un-
doubtedly true that there is adequale
rechnical capability in the Naval Dock-
yards and at Cockatoo to undertake the
repair, including that of battle damage.

refit and modermisation of combat and

support vessels whether built locally or

overseas. This does not necessarily
mean, however, that the required level

of competence can be retained without

THE SPEAKER
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from the Univarsity of Sydnay, Richard Humbloy joned
thiy RANYH 0 1941 and saw war senicae i HMA Smps
MORESHY. WARRAMUNGA. ARUNTA and BATAAN
Alter the war ha lransferred 10 INe parmanent senice as
one al 1he tirst Elecincal Othcers. and was promoled to
Captain in 1961 He tlled a vanety of semws lechmical
and adminstralive posts in e RAN mciuding thal of the
Director General of Naval Production  Since 1971 he
has been Managng Deettlor of Vickers Cockatoo
Dockyardgs Py Lid




a design and construction workioad to
exercise and develop the wide range of
necessary skills.”™

This coincides with the realistic view put
forward by Defence officials al the Industries
Assistance Commission two or three years ago.
when they affirmed the need for the commercial
shipbuilding industry to maintain its current range
of skills and technologies, and to keep improving
them in the defence interest,

They spoke of the prospect of allocating
defence work to selected yards to maintain
essential capabilities; and they were concemed
also for the continued wiability of support
industries and the training of people such as naval
archilecls.

Lack of this kind of infrastructure would limn
our capacity to continué with naval shipbuilding, !

There is at once a declaration of the role. and
a commitment to have regard to its defence
significance.

THE STATE OF THE INDUSTRY

How does the industry stand today to dis-
charge this role?

Here it is that we should look briefly back into
history, because there are some lessons for
today.

Commercial shipbuilding world-wide is still
mostly in deep trouble. Completions of new
merchant ships in 1980 were at the lowest level
since 1965. Japan, Brazil and South Korea were
the only improvers. (They were the ones des-
cribed this morning by Sir Anthony Griffin as “loss
leaders”.) Save for Finland, helped by Soviel
orders. European shipyards were all down. as
were completions of merchant ships in the United
States.

In Australia we have witnessed the closure of
almost all the major merchant building yards
during the decade just past. From a lotal work
force of over 8,000 people. mainly in commercial
yards, with naval work essentially in Wiliamstown
and Cockatoo, we have now probably not more
than about 2,500 people in all, actually engaged
in building ships in Australia.

The firms which have withdrawn from the
industry were all living, o some degree, on
borrowed time during a period when government
policy was less than sensitive to the long-term
consequences of short-lerm judgments.

® Whyalla has gone — 2,000 employees
including 400 staff,

e State Dockyard has run down from about
1,800 (including 300 staff) to less than 300
engaged in shipbuilding. with rather more
in ship repair and general engineering.

e Adelaide Ship Construction has closed —
employed about 1,000.

e Walkers Limited ceased shipbuilding, in
which they employed several hundred.

e Evans Deakin closed their Brisbane Yard,
where they had employed nearly 1,000

The mdus!ry now is reduced only to:
e Vickers Cockatoo, employing some 2,000
people in all, of whom about 400 are
engaged in new construction,

® Carrington, with about 400 people pius
some sub-contractors

e Stale Dockyard. with less than 300 in ship-
building.

o NQEA. General Engineers and Ship-
builders, with some 600-odd people
employed, including about 200 in ship-
building.

e together with a number ol small yards
around the coas!, each employing less
than 100 people. with little capacity to take
on any major work.

To this st should be added Willamstown
Naval Dockyard, aithough there would not be very
many people there atl presen! engaged in ship
construction.

Thus the total engaged in building ships is not
more than about 2,500 people in the length and
breadth of Australia.

Now, in the long term mos! of these firms
must depend on commercial shipbuilding to
survive.

What are the prospects?

There are some advantages:

e those who are lett have, in some places at
least. invested in modem planl and
equipment, and their managements are
forward-looking.

e the Bounty system for support of the
industry is in place lor five years, and gives
promise of some stability in policy, in the
present climate of government.

But there are some disadvantages and

hazards already in the offing:

e the industry is so small that it can have no
strength or resilience to resisl forces
beyond its control.

e it is extremely sensitive to economic
conditions. For example. the small yards,
which built excellent prawn trawlers (and,
indeed, have exported some) are being
gravely set back by lhe depression in the
fishing industry from falling demand and
nsing fuel costs.

e most importantly, the industry is threaten-
ed by local escalation of cost of both
matenals and labour in the wake of militant
industrial action — notably in support of
the shorter working week.

In this context it should be noted that the

Bounty system was calculated to give some sort
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of price panty to local shipbuilders against
imported new vessels, which are now freely
admitted in competition on the local markel. It 1s
reported, however, that overseas prices are
generally holding about the same as six years
ago. ¥ Hence it does not take much imagination to
see what could happen on the local scene if the
35-hour week comes in the shipbuilding industry
without any real productivity gains; our industry
has been a larget in the national campaign since
last year — and if the Australian dollar continues
to ride high on the resources boom.

Additionally, of course, the Bounty, and other
support systems, have never really addressed the
total picture of import parity, when Australian
shipbuilders remain at a grave disadvantage in
the face of financial incentives offered to owners
by foreign yards. whose governments do see the
need to underpin the very existence of their
industries in the national interest, (Recall thal Sir
Ronald Swayne alluded yesterday to some of the
financial incentives available overseas but denied
to Ausltralian owners.)

This 1s where there is a pressing need in
Australia to address what has been called “the
ship industry” — namely, all those interests who
have to do with ships; the owners, operators. the
shippers, the builders, and the repairers. These
inlerests are scattered through no less than four
or five Ministries of the Commonwealth Govern-
ment, and the State Governments have responsi-
bilities for ports and harbour facilities. Treasury,
Transport, Industry and Commerce, Business
and Consumer Affairs, Defence — and perhaps
Primary Industries for fishing policy — all have an
input to the environment in which the shipbuilder
has to manage his business and make a profit.

What about naval shipbuilding?

The merchant shipbuilding industry which
has now collapsed grew out of the industry which
was built up in World War |l from the nucleus of
naval construction which had existed and deliber-
ately been nurtured at Cockaloo Island during the
1930's.

Also, by the end of the War, in planning for
the post-war Navy il had been determined 1o
secure the future of naval shipbuilding in this
couniry. In an imaginative and far-sighted pro-
gramme, at Williamstown and Cockaloo. the
DARING-class destroyers were approved and pul
in hand specifically to ensure that the skills and
resources needed for the construction of combat
warships were maintained in Australia.

I'hese programmes were followed by six,

later reduced 1o four, Type 12 Frigates.

e All these ships were good ships, and as a
matter of considered policy they all had an
extremely high Auslralian content — hulls,
hull fittings. main machinery. a high
proportion of auxilianes, and a very large
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part of the weapons and communications
fits were made locally.

e They all took a long time to build; but this
was due not leas! to liscal policy. which
limited the annual allocation of funds —
this was a powerful constraint which,
although well understood at the lime, was
readily forgotten by the critics later.

* They were all costly because they took so
long

Nevertheless they achieved the objective of
securing the ways and means to build warships,
and kep! the people and skills in praclice, even
though, with wisdom and hindsight it should be
admitted that the exercise was notl quite as
efficient as it might have been

However, public criticism came only after the
completion of TORRENS and SWAN, a further
two Type 12's, which had been approved in 1964
as replacement for HMAS VOYAGER. These
ships were ordered as identical repeats of
STUART and DERWENT, but soon it was decided
to re-design them to take in some of the advances
in technology and design then available. This
resulted in large over-runs in time and cost which
were never adequately explained to government,
with the result that the shipbuilders, unfairly in my
view, had to bear mos! of the odium.

As a consequence, il was decided that no
future programme would ever be undertaken
again in this way — and the over-reaction which
followed resulted in the coslly and abortive Light
Destroyer (DDL) fiasco, where an attempt was
made lo setlle every possible detail, and close
very possible loop-hole, before anything was
done to start building the ship.

Whilst this was going on, a programme o
replace HMAS SUPPLY with a locally designed
ship was beginning to move; bul this project,
which was ready 1o go in 1973 at Cockatoo, who
had received steel in the ship-yard, was slopped
on the score of changed government priorities.
Then lollowed an accelerating run-down in
Cockatoo Dockyard, to its lowest level since the
1930's. Williamstown continued with a slow
building programme of HMAS COOK, along with
naval repair and refit,

THE GOVERNMENT AS CUSTOMER

And now where are we?

Government interest in new ships for the
Navy revived in 1975, at a time of change.
Commercial shipbuilding was collapsing and
crying desperately for government support, and
there was a new approach 1o detence procure-
menl. Open tendering for ships of minimum nsk
was lhe order of the day — proven designs and no
technical risk.

As a consequence, the Patrol Boats. Landing
Ship (LSH), and Fleel Underway Replemshment



Ship (AOR) have all come 1o pass as new building
projects. and these provided workload for a major
part of the shipbuilding industry which now
remains.

An important facet of these projects is that
they are all fixed price contracts. reflecting an
approach by government to try to minimise
contractual problems and cost over-runs, The
achievement of this objective depends ultimately,
however, upon how exactly and how adequately it
is possible o define the requirement.

Thus the contractual relationship with the
Commonwealth is an essential interface. Here,
indeed, is a real problem with the government as
custlomer.

in the nature of things, the government is a
monopoly buyer of warships in a specialist field
which bears litlle resemblance to the commercial
market in which our shipbuilders usually have to
make their living. Warships are complex, take
fonger to build, call for different standards of
construction, fitting out, inspection, and trials, and
the need to allow for changes and modifications
during building must be accommodated. Because
of advancing technology a warship is inevitably
“out of date” in some respects even when brand
new. Thus naval requirements do not always fit
readily to the accepted pattern and practice of a
commercial shipyard.

Al present we have a very small industry,
indeed — only two yards, Vickers Cockatoo and
Williamstown, have a large technical infra-
structure. Generally the outiook of all yards,
particularly those who are managing to survive
commercially, is innovative, and they are
reasonably well equipped. Williamstown is very
well set up as a naval yard, and will be even better
when the modemisation is finished.

But the financial resources of the remaining
Australian shipbuilders, if you exclude Williams-
town, are very thin. For Defence projects the
industry operates in a very complex contractual
environmenl, whose structure and, perhaps,
philosophy are giving cause for concemn.

The procurement structure has grown as a
sequel to the Scott Committee of Inquiry into
Government Procurement Policy, whose Report
was submitted to the Prime Minister in May 1974,
It will be recalled that at that inquiry the Depan-
ment of Defence, in evidence, made a strong plea
to be responsible for its own purchasing function
because of its different. or special. requirements;
and because of the essential importance ol the
user aspects, and of its own knowledge and
expernence of these.

In the event, the Defence case failed to
persuade the Committee, which proposed, in-
stead. that Defence purchasing should not be
excluded from its recommendations for an
omnibus Purchasing Commission. (7!

Today, although the Commission was nol
established, the Purchasing Division of the
Department of Administrative Services is res-
ponsible for the administration of local defence
acquisitions. Broadly it acts as the purchasing
agent, but additionally it exercises certain powers
in its own right which stem from legislative and
regulatory constraints laid down by the Parlia-
ment. Such constraints are unexceptionable, but
the manner of their management creates ditfi-
cullies, and raises unnecessary boundaries
between parties concerned, which, In my ex-
perience, can impede the smooth running of the
procurement process. It is reported that the
contracting function for Defence occupies about
eighty per cent of the Purchasing Dwvision's
activity, although it has no direct responsibility for
achievement of technical or production objec-
tives. (8)

With experience we shall see the conse-
quences of this administrative separaton, but
already il Is clear that in shipbuiiding the De-
partment of Administrative Services is breaking
new ground.

Indeed, it i1s a matter of fact thal the contracts
which il 1s seeking to obtain for new ship con-
struction locally in Australia are generally
substantially more onerous than overseas
governments require of their own shipbuilding
industries — and certainly more onerous than our
own Australian Government is ready to accept
when buying overseas.

Which brings me to whal may be described
as the philosophical function of defence purchas-
ing, that is, the function of serving the Defence
need by looking to the well-being of those
industries which are essential to the national
interest. In the case of shipbuilding, there are a
number of projects in the pipe-line, and the value
of these projects is growing. Some of them are
imaginative and challenging — the GRP Cata-
maran Minehunter is one, for example. This has
potential to produce useful ships for the RAN,
and. if handled correctly, it may also lead to export
opportunities — and it will certainly provide the
means towards improving technology in that
particular area of the Australian shipbuilding
industry.

There are others, and there will be more. Bul
in every case due weight must be given by those
concerned with the procurement function to the
fact that the industry which is being addressed 1s
extremely small, and extremely fragile. Indeed,
the danger seems 1o be not sufficiently ap-
preciated that the little flame which still bums,
after the fire and collapse of the industry during
the past decade, could be very easily snuffed out,
not necessarily by any direct action of govern-
ment, but simply by its own Board-room decisions
that the game is just no longer worth the candle.
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Now here 1s the real threal to our area of
defence industry — unlike our colleagues in, say,
electronics or heavy engineering, or even aero-
space, shipbuilders’ resources which have to be
held, and developed. and twned 1o serve the
defence need, are not easily diverted to another
markel. We have nowhere else to go: and our
monopoly customer must be sensitive lo the
judgments which we have to make about reward
for nsk and effort.

In this context | should like to leave you with a
thought from the Report of the Rayner Project
Team which some ten years ago sel the new
pattern for defence procurement in the United
Kingdom, and insisted incidentally that the tech-
nical, financial and contractual responsibilities
should not be separated, but managed within a
single procurement organisation,

Mr Derek Rayner wrote:

“Those engaged in defence procure-
ment are often monopoly buyers and
have to deal with monopoly suppliers.
There is insufficient forward thinking
about the responsibiliies which are
incumbent upon a procurememt organ-
isation operating in such an environ-
ment. Unless there is a conscious and
continuing review of forward industrial
needs and strengths and a continual
walch on the efficiency and financial
stability of #s main suppliers, defence
procurement can find itself compelled
to support inefficient national industries
or to purchase abroad when forward
thinking would have prepared ener-
gelic companies at home to be res-
ponsive to new needs. Mos! important
of all, defence procurement must!
accept, and exercise, a responsibility
for the health of those parts of industry
whose survival is paramount in the
defence interests of the nation." ¥

Perhaps this is the philosophical funclion
which we shipbuilders require to be addressed in
defence procurement in the way ahead?
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THE AEROSPACE
INDUSTRY

by Mr R. Kingsford-Smith, DSO, DFC

| will possibly confuse the issue by staling
that the dividing lines between the aerospace.
shipbuilding and electronics industries are be-
coming increasingly indistinct now that aircraft
and ships are sometimes fulfiling similar and
often complementary roles, are using common or
similar equipment, similar systems and similar
construction materials.

Aerospace and electronics manufacturing
skills have been used in the development of such
naval equipment as the Ikara weapons systems,
the Turana navy drone, Barra sonar buoy. the
R.A.N. underwater sound range and so on. The
general electnc marine turbine, the main pro-
puision unit in the F.F.G. is a derivative of an
aircraft engine and if it ever needs to be removed
for major servicing, which GE says will never
happen. it will, | understand, be overhauled in the
aircraft industry. Diesel engine components from
Oberon submarines and Attack class boals are
overhauled in the aerospace industry and
aerospace-developed electron-beam welding
techniques are used for salvage of high cost ship
borne mechanical components. Aircraft and ships
use near identical or similar communications and
gyro systems.

There would be many other examples but
those | have mentioned indicate the degree of
overlapping capability and engineering and trade
skills in the three industries today and | think there
will be more of that as systems become more
sophisticated and more expensive and of course
you will see them shared more by particularly the
Air Force and the Navy.

Before we look at the way ahead | will very
quickly list the main activities ol the aerospace
industry in relation to maritime defence.

Manufacture by the Aerospace Industry

The Vampire Trainers and Macchi Trainers
used by the Navy and the Nomads used by civil
operators for in-shore maritime surveillance.
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Local industry designed and installed the sur-
veillance package in the Nomads.

The flight vehicle for Ikara.

The Turana Drone.

Mechanical components for Barra.

Aluminium ships. boats, R.A.N. harbour craft
and lightweight small patrol craft for Australian
customs and paramilitary duties in Asian coun-
tries,

In peace time the overhaul, repair and
modification role carried out by the aerospace
industry for maritime detence forces is much more
obvious.

Overhaul, repair, modification and
refurbishing support provided by the
Aerospace Industry for Maritime Defence

Weslland Wessex — airframe and engine

Grumman Tracker — airframe and engine

Douglas Sky Hawk — airframe and engine

Macchi Trainer — airframe and engine

Bell UH1B — airframe and engine

R.A.A.F. Orion — engine

Westland Sea King — engine and airframe
— major repair.

Design, manufacture and testing of E.C.M.,
support equipment in the HS 748.

Design and feasibility studies of major iife
extension work lo the Wessex and Tracker
including re-engining with more modern power
plants.

Refurbishing of radic transceivers, satellite
Omega controls, fire control modules, etc.

The Future

The role of industry in relation to Armed
Forces is to ensure, within the limits of funds and
priorities, that eftective hardware is available for
maritime defence in peace and war.

The key word here is "effective’”, ships and
aircraft and some of their equipment now have a
very long peace time life and the trend is to
lengthen these times. In aircraft some equipment
in particular stays around for an inordinately long
time. The Wright 1820 engine in the Trackers first
went into service nearly 50 years ago.

| am not saying the engines in the Trackers
that the Navy are flying around now are 50 years
old but with thal engine, with one or two minor
changes, first delivery started in the early 1930s.
That is not a terrible thing. The aircraft is old, it still
has a very important role and the Australian Navy
is not unique in using old equipment, The engines
in the Air Force Caribous are nearly as old. The
Caribou has a useful role. The Air Force Canberra
bomber, | well recollect, is designed to a speci-
fication we drew up in bomber command in
England before the last war was finished and that
aeroplane still has a role and so it goes on.

Without belittling the important role of manu-
facturing or construction, it is obvious therefore
that the procurement stage, particularly in
Australia, is a rare event, whereas overhaul,
repair or major refit is much more common, To
retain the fighting effectiveness of ships and
aircraft over their long lives all industry and
particularly the aerospace industry will have an
essential suppont role mainly for aircraft associat-
ed with maritime defence and their equipment but
also for cenain ship-borne equipment.

The role of Aerospace industry to Support
Aircraft and Ships as Effective Fighting Units

Basic struclures must be kepl sound.
Structural members corrode, wear or fatigue and
their replacement sometimes involving re-design
may be expected at least once in the life of an
aitcraft.

Damage !o structures must be repaired. The
design of repair schemes is somelimes neces-
sary.
Propulsion units require scheduled over-
hauls. Incorporation of modifications are
inevitable. Some repairs must be expected.

Weapons systems including radar and fire
controls will require modernisation and soma-
times replacement during life of type.

Electrical, electronic,  hydraulic  and
mechanical systerns will require overhaul, repair
and modification or replacement during their long
life.

Training of technical personnel in new equip-
ment may be expected.

Availability of the right spares at the right time
is a constant problem. As well as providing local
spares manufacture which i1s sometimes essen-
tial for older imported equipment, the aerospace
industry at the beginning of a project can now offer
a spares support package including inventory
planning, procurement, storage, useage monitor-
ing, and re-ordering.

The aerospace industry is doing this more
and more so il can manage ils own affairs. It
cannol cope with its inventory control now without
good computer programs. It has the capability of
providing this service.

In a similar fashion the industry can lake total
engineering support respensibility for a particular
piece of equipment or offer such things as a
fatigue monitoring programme or reliability and
maintainability monitoring programme.

These concepts are variations of the project
management approach now widely used by the
aerospace industry with the effective utilisation of
computers for project planning and control and
these particular management skills can be con-
tracted out by industry,

In the past, industry has contracted out trade
skills. | think it will be a trend and it is a trend
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overseas for industry to contract out management
skills.

The most significant aspect of the suppon
services | have just listed is that the Australian
Aerospace Industry is more or less constantly
engaged in all types of support work for other
military users in Australia, a significant number of
Asian and Middle East countries plus a very large
number of cwilian operators. With good com-
munications and understanding between the
Australian Mantime Forces and Australian
Industry there is potential for a very broad range of
deep and economical industry support o be
available to the Armed Forces.

| would like to conclude now with some com-
ments on offset. Offset or AIP — AIP means
Australian industry participation — it has been
mentioned yesterday, it has been mentioned
today. It is a subject on which there is great
interest and great misunderstanding and | think |
have heard a lot of misunderstanding yesterday
and today. Let me 1alk about AIP, AIP to different
people has a different meaning and lo some
people it means putting local Australian content
into defence purchases. In other words, you build
something here or you put 10% of local content
into something you bought from overseas and if
we buy one ship or 10 aircraft and put some local
content into this one ship or 10 aircraft, it is bloody
expensive and time consuming. | surely do not
have to explain to you why it would be. The
volume is so small; the start up costs are so high,
and it1s centainly of questionable value.

If you stand off and look at this, we have been
building ships in Australia since the last century.
We have been building aircraft in Australia since
the 1920s. Certainly in the 1939-45 war we buill
aircraft — fighting aircraft and fighting ships —
which by the end of the war were equal to the best
the allies had, particularly in areas such as the
Mosquito and the Mustang. We had an elec-
tronics industry and so on. That was run down and
fairly recently, someone invented the in-words
AlP_Some people thought this was a new concept
and they make quite an issue of it but as | have
said, it meant we would be doing something that
we have been doing for donkey years. As | said, |
think there is a lot of misunderstanding about it.

Let me talk about the other word, offset. To
me that is much clearer although there is mis-
understanding on that too. Itis meaningful, 1 do not
think it is ambiguous. It means that if we buy
equipment from overseas, we use thal purchas-
ing leverage lo get something beneficial back as
an offset. There are no Father Christimases in this
world. We do not get anything given o us. It
means we have an opportunity to bid for work or to
contracl to acquire technology, usually by paying
for it or doing something else. As an offset we do
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not get back potatoes and you would be surpnsed
at the number of overseas countries who buy
primary products from us and say as an offset we
will buy some farm product from you. Obviously
as an offset if we are looking at manufacture, we
want products of equivalent technology to the
products we are buying and we wan! volume
because the curse of our defence industries is
that the orders are so small we do not get enough
volume.

Let me give some good examples rather than
describing it and you will see they are very largely
civil products. In the Boeing 727 aircraft, the
Australian industry is the sole source supplier for
the rudder, the elevator and the wing ribs and
there are a lot of wing ribs in that and they are
quite complicated to make. We are the sole
source supplier. In the DC-9, we are the sole
source supplier for the elevator and in a new
development of the DC-9. Australian engineers
designed the new elevator. In the Airbus 310
which is going into production we will be the sole
source supplier of wing ribs. In the new Boeing
757 we will be the sole source supplier of very
complex wing ribs which have a rib which you
could say is something like a propellor blade that
was mentioned. In other words it i1s curved and
twisted and you need a five axis mill to cut it out of
the solid.

The production of these components and the
sale of them is done on an arms-length export
basis. The Australian industry bids, and | can
assure you it bids against competition from other
countries. It loses some, it wins some. Those we
have won where we have pul in the best bid. The
prime manufacturers who buy from us sell their
products in a very competitive market. They are
interested, nol necessanly in lhis order but
roughly, quality, delivery and price. They lump
them all together. They must have delivery, they
must have quality and they must have the best
price and you really have 1o be the bestin all those
to get the contract.

This does bring me of course to some of the
comments made earlier by Protessor Kasper. |
would like to thank Professor Kasper for putting
Adam Smith back on his pedestal from which he
was knocked so unfortunately yesterday, but | am
going to take him 1o task for some of his other
comments. | must speak quite frankly, i11s a pity
that members of many of our highly protected and
monopolistic and very well paid tertiary industries,
and our universities is one and there are others of
course, who in many cases have never made
anything in their life and who in many cases have
never faced unrestricted opposition from low
priced manufacturing countries can st in judg-
ment of Australian industry.



Some of the expressions used by our critics
lake the word “leather bedding™ which | heard
used. Feather bedding, coming from an Aust-
ralian university, these are notterms | like touse. It
is an argumen! | do not like to get into but | think |
have a responsibility 1o defend manutacturing
industry because this form of criticism is so often
made and | honestly do not think it is very con-
structive. We could, | have demonstrated that
Australian industry if it specialises and can get the
volume that it needs from exports, It can re-equip
its factories with the very best manufacturing
equipment and can be competitive. We would be
a lot more competitive if we had a lesser taxation
load on our shoulders and for example, if our
education department and our schools and
universities were stafted with academics,
administrators and domestic workers from some
of the universities in Singapore, Taiwan or South
Korea who are prepared to work shifts, take
bigger classes and work for about half the pay, our
taxation would be substantially reduced.

We have to be reasonable in all of these
things but | am glad you appreciate the comments
| am putting across. Professor Kasper, and | am
sorry to keep al you, | will let you off the hook in a
minute, you quite rightly are for innovation and
change and | think offset can give us innovation
and change but you were against offset. You are
for the world car concept. now offset is a world
aeroplane concept. To build a modern aeroplane
today requires such an outiay of capital that the
work is spread over the world. We started off
doing offset, we have now gone onto world
aeroplane concepts.

You are against local manufacture but you
are for local support and | can assure you that a lot
of local support could not be carried out unless we
had the resources of local manufacture. A bit
more aboul offset — what offset has done for the
Australian industry and | have only listed some of
the offsets. There are other defence offsets but |
have listed some of the most attractive ones.
Offset has given the Australhan aerospace
industry new equipment equal lo the world's best,
equipment we need to make the new fighter
program in Australia. It has given us new methods
and it has educated our management immensely.
In fact, it has enabled us to upgrade our manu-
facturing techniques right across the spectrum
and management is the limiting factor in today's
complex manufacturing world.

It has enabled us lo increase our force of
skilled workmen. It has given us new processes. It
has done a whole lol, It is an excellent example of
industry and government co-operation to achieve
a desirable aim, both for delence purposes and
for the good of the nation. Without offset in the
aerospace industry, | can assure you we would be
in a very minor league, maybe sticking to defence

work, one aircraft per month. With offset the
aircraft industry has been able to latch onto
overseas production rates and methods. As |
said, we have proved that we can gain exports
and we have certainly demonstrated some of the
good things Mr Hawke said yesterday about the
Australian worker.

With the present rate of defence production,
one ship every two years or one aircraft per
month, despite the high calibre of our workforce,
the skill of our managers and our workers, we
cannot hope o be as clever and as up o date as
the overseas manufacturers who have production
rates ten times greater than us, We must lake
advantage ol their greater experience and learn
from them. We are stupid 10 put our heads in the
sand and say our graduate is as good as theirs
and an Australian worker is as good as an
American worker or a French worker or a British
worker il those people are engaged in projects
that are far in advance ol ours usually only
because they have more money lo spend, We are
crazy not to learn from them and the offsel
program of course has given us the opportunity 1o
do that,

THE ELECTRONICS
INDUSTRY
by Mr B.R. Goddard

My presentation in this segment addresses
the Australian Electronic Industry and. in the brief
time that | have at my disposal, | propose in my
address to emphasise two specific areas ol
mutual interest, namely.—

Research and Development — An Essential
Requirement for Future Capabilities

and

Maritime Defence Systems — Areas of Main
Interest and Directions in which the
Industry is Heading

In April of last year. the Australian Electronic
Industry Council submitted a comprehensive
repor to the Minister of Productivity explaning the
need for a strong electronic industry for Australia.
Itis common knowledge these days thal the ability
of the defence forces lo deploy and to fight is more
dependent on electronic equipment in one form or
another than on any component in its inventory.
This point is also stressed in the Hamer Repon
which highlights the increased importance of
electronic technology in all areas of defence force
operations.

The Hamer Report states that —

“In a number of technologies of defence

importance, Australian industry,

through lack of a proper workload, is
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unable 1o acquire, or sustain, expertise

and

“Because of the range of technologies
embraced by electronics, industry has
had little or no recent involvement in
such widely diverse areas as radars,
infra-red lechniques, defence appli-
cation of lasers or the broad field of
electronic warfare.”

| have, quite intentionally, quoted from a
paragraph in the report that is disturbing because
it highlights Australia’s inability, in the pasi, to
acquire or sustain expertise. In my opinion, this
factor is of paramount importance to the elec-
lronic industry when examining “the way ahead
for the maritime defence industry in Australia™.

Electronics is the link-pin in all operational
systems and the nation's ability to sustain an
adequate work-load with long term prospectsis a
vital factor towards achieving an adequate level of
defence. Electronic signal processing or electro-
mechanical applications feature in the majority of
equipment used by the defence forces. To name
but a tew:—

e Qur internal command and conlrol
systems — in fact our total communi-
cations network — be it telecommuni-
cations, radar communications, facsimile
communications or data networks.

e Surveillance systems, methods of
detection, identification and deception — |
refer to electronic counter measures and
electronic counter counter measures,

® Weapon guidance systems, ranging,
control and fail safe systems.

# Control of the parent or launch platform
and, it it is mobile, providing the platform with a
highly accurate position information system.
Electronic energy control systems regulate the
motive power driving the platform n the most
efficient manner and yet feature redundancy to
enable survivability.

From these applications alone it is readily
apparent that electronic products — and by this |
mean the electronics industry — play a vital role in
all aspects of national defence. | submit that this is
far too important a role to delegate in its entirety to
overseas suppliers — especially when that
supplier must offer his Australian customer a
lower priority and the order is subjected to
unpredictable political constraints. | should stress
that | am not advocating that Australia should
adopt a "go it alone” policy culminating in total
self-reliance. Such a policy could not be sustained
by a nation with a population of only 14%z million,
and a land mass of 3 million square miles. | do
emphasise, however, that far more effort must be
devoted to research and development s0 that the
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“know how”, the expertise and the ability lo
expand and innovate during periods of tension, is
available to Australia from within Australia

One avenue available for Austrahan indusiry
to improve its technological expertise is through
greater involvemnent in the offsets programme and
Australian industry participation programmes, as
we have already heard.

Since the Government introduced the offsets
concepl len years ago. Australian industry has
won more than $350m in offsets orders. Sir Phillip
Lynch, in a recent address to an offsets seminar in
Adelaide, said that offsets orders worth more than
$1,000m would be available for Australian
industry over the next ten years. Projects such as
TAA's order for the European Airbus, Ansett’s
order for a Boeing fleet and offsets work associal-
ed with replacement aircraft for the ageing Mirage
Squadrons could have a most favourable impact
on the electronics industry. Dunng the pas! ten
years, the offsets programme has significantly
helped the electronics industry 1o narrow the
technological gap between industry in Australia
and that pertaining in the rest of the world.

The most effective offsets work ensures con-
linuing technological development related to
imported equipment, the creation of new skills
and the most efficient use of resources 10 boos!
our industrial base. We are continuing to gain an
ever-increasing slice of offset work and the
Government must be congratulated on up-hold-
ing this policy.

Significant advantages, as firms already
participating confirm, include.—

¢ Improved management lechniques, work-
shop practices and quality control pro-
cedures.

e New production opportunilies, enabling
capital investment in new machines and
tooling.

& An enhanced technological know-how for
producing goods for world-wide markets.

Work such as this is extremely beneficial to
the industry and to the nation. It provides
experience in modern technological develop-
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ment, long term secunty and, what is mosi
important, a “within Australia” capability for
development in the event of a threat to our
security.

This leads me on lo research and develop-
ment.

Research and development i1s the life-blood
of the Australian Electronic Industry. The industry
is technologically intensive and there is a direc!
relationship between the level of research and
development and the condition of the industry.

The above chart shows us the level of the
total I.R. & D. Grant and incentive funding over the
past twelve years,

Prior to 1978, the annual grant was not
keeping up with the C.P.I. It fluctuated consider-
ably as evidenced in 1971 and 1976, and was not
providing industry with any assurance of long
term support in product research. | should stress
here that the figures in the chart are the total R.
and D. grants. They do notrelate in any way to the
electronics industry.

Investrment in industrial research and deve-
lopment involves an investment in skilled
personnel. It is useless for the educational system
lo produce large numbers ol highly qualified
engineers and scientists if industry cannat justify
the investmen! necessary to employ them to
practice their skills. There is little need for highly
trained scientists and engineers in an import-
oriented industry, or in one which imports ils
technologies and merely assembles goods in-
corporating such technology. As this chart shows,

it is difficult for research scientists and engineers
to see a satistying and challenging career in
industries that have large fluctuations In the
financial support givento R. & D,

This year's Budget gives the manulacturing
industry some encouragement for the fulure. As
you can see on the slide the 1978/1979 ap-
propriation provided for a substantial increase in
government support for R. & D. with a total of
$24m. being made available to industry as a
whole. The Government assistancetoR. & D. is of
long term significance to industry and we are
pleased to note in the Treasurer's Budget speech
last August the substantial increase in the grant
for 1980/1981 1o $51m. As | have already stated.
large variation in funding produces instability. The
growth line is now heading in the right direction
and | look forward to future LR, & D. appropri-
ations that are realistic and assis! lowards slability
and the long term growth of the industry

Mosl large companies in the industry send
selecled engineers for training overseas 10
participate in research and development projecis
in their overseas organisations, In my company,
for example. we have had a number of our people
in Europe for varying periods of ime to learn, and
bring back to Ausltralia. the intricacies of tech-
nological developments with loreseeable Aust-
ralian applications. LR. & D. granls are nol
applicable to R. & D. work performed away from
Australia, even though the work is performed by
Auslralian companies. This is a situation which |
consider merits further examination.
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1 wish to emphasise that expertise gained by
challenges, coupled with job security strengthens
the industry and that we can only retain experts by
gaining R. & D. contracts. L.R. & D. grant support,
as well as offset work and a greater involvermnentin
AP, programmes.

Now let us have a brief look at some specific
areas of interes! 10 the Australian Electronic
Industry that would enhance the nation’s cap-
ability for maritime defence.

Radar — Jindalee over-the-horizon radar
provided the industry with some research into the
development of radars. Part manufacture. main-
lenance and repair ol radar and ils associated
equipment would provide a good fillip o the
electronic industry. Modern coastline defence
radars can be supplied from overseas complete
with data handling, display and communications
lacilities to cover the full operational requirements
for this class of radar. The design of these modem
radars has been oplumised 10 ensure high
accuracy detection of low-flying aircraft, heli-
copters and small high-speed craft. Australian
industry participation in electronics associaled
with long range maritime patrol aircraft, or in the
development of modern coastal delence radars
would be challenging and invaluable to a nation
with miles of unprotected coastline.

Sonar — R, & D. into sonars, has lead to the
production of a long range fngate sonar which i1s
regarded as one of the mos!t important develop-
ments in this lield ol research. The new sonars
main features are computer-aided detection and
Iracking and the use of switchable frequencies —
the first time these features have been included in
a sonar set. The main function of this design,
apart from providing ultra long range detection
and classification, is to reduce the load on the
operator and the maintainer As this audience well
appreciates, a sonar waltch, unlike radar, pro-
duces so much tedium that in fact the operators
performance falls a long way below the theoretical
imits of the equipmenl. The Australian Elec-
tronics Industry could well be associated with
developments such as sonar by manufacturing
components, transducers or other electronic
equipmenl associated with the complete system.

Over the years, electronic engineers n
Auslralia have amassed considerable experience
in the complex and demanding areas of research
into the projection of sound in water. Research
has particularly been devoted to the development
of aclive and passive sonar and sonar buoy
transducers for project "Barra” — a joint
Australian/Bntish developmen! n submarine
detection — and project "Mulloka”™ sonar for
surface ships.
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Communications Systems — Speech
traffic is now being overtaken by data as lhe
techmques of telecommurnucations and data pro-
cessing converge. Defence today is significantly
dependent on the rapid and accurate processing
of secure information as any defence force is
powerless without communications, intelligence
and weapon control systems.

The electronic industries in all major
countries throughout the Western world maintain
a very close liaison with the military to ensure an
up-to-date exchange of the lates! technologies.
Auslralia is. of course. no exception

Command Systems — A group of com-
panies has baen formed in the U.K. lo carry out a
feasibility study on a future command system for
the Royal Navy. Current systems, for example,
the action data automation weapon system
(A.D.AW.S.), computer assisted action inform-
ation system (C.AALS.) and the computer
assisted command system (CACS.) are re-
sincted in terms of ime scales, space availability
and sensor and weapon fits. The future command
system will not be resltricted by these constraints
and 15 within the present “state of the an” in
electronic technology. | understand that the group
1S also examining the introduction of a system that
will encompass the whole command structure,
not simply within an individual ship. Research into
this form of systems technology 15 of lactical
interest if Australia is 10 fulfil her commitments in
the defence of Pacific waters. The Auslralian
Electronics Industry must develop and sustain
expertise to ensure thal such a system is kept
up-lo-date and relains its operational readiness.

In the past 15 minules or so | have attempted
to highlight the impontance of olfset work, Aust-
ralian Induslry participation programmes and
research and development, including system
engineering

I will conclude by saying thal the Australian
Electronic Industry must be given every oppor-
tunity to develop a "within Australia” capability for
the defence of our coastline.

An adequate and comprehensive Ssecure
communication network combined with sophisti-
cated surveillance and detection systems Is an
essential requirement to modemn defence and
must assume a very high prionity in the role of
mantime detence. The Australian Electronic
Industry must set its sights on attaining a high
level of technology needed to provide and
maintain sophisticated equipment used by the
defence forces. These days, being good enough
is not good enough. We musl do better. We have
the nucleus of advanced technology in the
industry and we musl be given the opportunity lo
demonstrate that we can undertake complex
engineerng projects, that we have the ability tor



research and development and are capable of
innovation.

Ladies and gentlemen, we must not simply
become a nation of importers.

HEAVY INDUSTRY
by Mr Scott-Maxwell, DSC and Bar.

In prepanng this address, | was nol aware
that | would be preceded by an economist, so | will
ge!l some points off my chest at the beginning.
Economists do nol like the heavy engineering
industry because we received a modicum of
government supporl. They have a tendency to
come out of the woodwork and pontificate from a
great height in a position of all care and no
responsibility and unfortunately after that they do
not return to the woodwork. They hang around
and become a perpetual irritant,

As the chairman has said, | spent 40 years in
heavy engineering industry. | started with ship-
building on the Clyde in its hot hey-day but pre-
war and except for this interlude during the world
war, my picture of industry is rather different to his.
You will see later on, Professor Kasper | was not
really talking about you. You are a special case
who happened to be here, | do agree with some of
the comments you made and they will come oul.

A word or two for those of you who are not
familiar with the heavy engineering industry. It
grew up here in Australia with the growth of the
mining industry which was the last part of last
century in support of that. Naturally, in this
process of growth it became fragmented, which it
is, and this is a very bad thing for the modern
industry to be fragmented. It means you get none
of these economies of scale which we should
seek and it is very difficult to put this right because
you have large assels you cannot shift and put
together. On lop of il, 1o make malters even
worse, State Premiers still apply state prefer-
ences and many of us finish up with manu-
facturing facilities in virtually every stale in
Australia to be able to take advanlage of local
preferences. So in a sense, compeling against
Japan is one problem, we have to compete
against Queensland and Western Australia and
this is one of the big nonsenses | do not think you
lake into account in our industry so | commend it
to you.

That is just the background of our industry.
We are also receiving a great deal of competition
nowadays which has grown up in the last few
years from overseas companies, particularly
Japan and Germany. We have conslruction —
design and construction — companies in Ausl-
ralia that have no assets, they shop in the open
marke!l and if it is a buyers markel situation

naturally you can come up with much better
figures than companies who have millions of
dollars of assets and thousands of employees
they have to employ. Some of them even go
further than that. | will not mention names. they
make a thumping great loss which musl be
supported from a subventure payment from
Europe which is like a form of subsidy and again,
Professor Kasper, we find it very difficult to
compete with that form of teather bedding.

The title for today is the way ahead lor the
maritime defence industry in Australia and as far
as the heavy engineering industry is concerned
that is not jusl a matter of making hardware. Itis a
bit more complex than thal. | have written down
three headings when | made my notes. The first
one is the working relationship between private
enterpnise and the customer, defence, and his
contracting cum procurement agency. The
second one 1s in a colleclive industry sense whal
is expected of us in support of defence procure-
ment and in the commercial sense are the
expectations likely to be rewarding and thirdly, is
the heavy engineering industry adequately
equipped and willing lo make a senous contn-
bution and if so, what.

Now to the main theme and | will summanse
first.

“The way ahead for the Maritime Detence
Industry in Australia” is not just a question ol
supplying engineering hardware — it is much
more complex than that.

FIRSTLY — the working relationship or
modus vivendi between private enterprise, the
customer and his contracling cum procurement
agency, leaves a lot to be desired.

SECONDLY — in a collective industry sense,
what is expected of us in support of Defence
procurement, and in the commercial sense are
the expectations likely to be rewarding?

THIRDLY — is the heavy engineering indus-
Iry adequately equipped and willing to make a
serious contribution and if so what?

At a Defence Seminar in September ol last
year Mr. Killin is quoted as saying “This country
must do everything in its power lo eslablish a
substantially bi-partisan policy lowards delence”
in the setting of industry participation — with
which | entirely agree.

THE SPEAKER

Mt Peter Scott-Maxwell, DSC and Bar. qualiied as a
mechamcal and manng angineer i Scolland belooe
September 1939 Throughout Worid War Il he was in
Royal Navy submannes — ftor which gdishingushed
Serice e was twice decoraled

After Ihe war he J0ined Vickers and cama 10 Austraba m
1966 as the Managing Director ol Vickers Australia Hae
retrad Irom that post last year bul still retains A closo
inleras! in Defence Industry
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| believe the biggest stumbling block. and
there are others, is that the Department of
Detence is not directly responsible for its own
contracting and procurement. As the biggest
departmental spenders they should be. it would
streamline and improve communications
generally between the confractor and the
customer.

How would BHP, for instance, like to dele-
gate its procurement cum contracting function to
an independent body over which it has less than
full control. | suggest it would not.

The whole concept of AIP which has been
referred to by previous speakers and the way it
has failed 10 meet its authors objectives is
indicalive of the lack of appreciation within the
defence of industry’s role as suppliers. It must be
about the slowest leamning cure on record. There
is a lack of sufficient advanced information of
Defence requirements.

The present arrangement seriously lacks
sophistication and the required degree of com-
mercial, professionalism, due possibly to a lack of
understanding of each others positions. Contract
conditions should be standardised, agreed with
industry and published as such. It should not be
necessary lo seek Counsels Opinion on oc-
casions as at present. Clearcut provisions for
single supplier contracts musl be included due to
the restricted industrial base in Australia, with
more emphasis on pre-qualification of selected
suppliers, and more use of incentive type con-
tracts. Wherever possible commercial standard
specifications should be applicable, because
commercial slandards are now much more
stringent than they used to be.

The recent Commonwealth Government
Purchasing Preference to Australian Goods Bill
1980 appears to go some way only 1o resolving
this problem, but the threshold of $50,000 is too
low and the subsequent procedure 100 protracted
1o appeal o industries way of doing business

Overall | should hazard a serious lack of
mutual respect, which given the will could be
restored and the initiative must come from the
Government Depariments concerned, which
must include Treasury who stand to benefit from
more Australian Industry Participation whereby
Defence can receive credits related to local
procurement, and it industry makes a profit, as it
must, that gets laxed too!

A quotation from the Katter Sub-Committee
by Mr. Don Eltringham (Page 1141):

“It could be said perhaps that in some

respects the British system is more

streamlined than ours in that it can make
greater use ol negotiated or seleclive
contracting. About 75 to 80% of con-
tracts lor Defence in the U.K. are so
negotiated. It does not also have
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another department involved in the

communication ol ds procurement

aclivities and perhaps these malters are
something for the Commitlee’s con-
sideration”.

When negotiations become extremely pro-
tracted, industry tends to lose interests at the
despairingly prolracted bureaucralic ime scale.
So much for the Department of Administrative
Services.

My second point — Expeclations have got
to be in a bi-partisan situation. A nation i1s enlitled
lo expect a degree of support from any industry
sector 10 which it has given support of any kind
There are strong moral and sound pragmatic
reasons for a buy Australian approach where our
industry base is small and precarious. Surely,
some degree of national sell sufficiency i1s desir-
able. Does the Governmentl really want a heavy
engineering Defence capability? The evidence is
not very convincing. In this connection | had a
limited survey made of the heavy engineering
industries whereby about 2/3 have done some
Defence work and consider that their facilities are
generally suitable to meet Defence standards,
which | doubt. They are continually updating their
facilities and would welcome Government assist-
ance lo mee! the low volume and specialised
nature of Defence work. None of the respondents
had any Government equipment installed, though
in one case only the Government had assisted
financially.

| do not want to draw comparisons with the
affluent aircraft industry which have lois of
government equipment installed. The heavy
engineering induslry is the cinderella and we
have never had any and we get no other financial
support in that sense.

Expensive equipment put into Defence es-
tablishments where it is under utilized is no
substitute for the same equipment in a com-
mercial sefting. Stale enterpnses of this sort
should complement rather than compete with
privale enterprise, al the laxpayers expense.
There is ample scope for collaborative contracting
— which currently happens to only a rather limited
extent.

What are the expectations ol an adequate
reward for undertaking Defence contracts?

Those who have chosen to do Defence work
have also 10 remain commercially competilive
and thereby hangs the crunch,

The cost standards required lor Defence
work militate against those required for profitable
commercial work. Delence usually exaggerate
the standards required. but that is their preroga-
tive as long as they are prepared 1o pay for it.

All too often we have lo lake commercial
work at little or no profit, but | see no obligation



whatsoever on the part of industry to subsidise
Government procurement.

The third point [ wanted to make was, is the
heavy engineering industry adequatly equipped
and willing to make a serious contribution and if so
whal. In my opinion, industry has not modermised
itsell adequately, and probably the reason is our
cash flow is inadequate. A lot of you may not
realise that a modern machine tool, even of
average capability is $1 million and | could cite
single machine tools at $2.5 million and it takes an
awful lot of profitable business to buy one of
those.

When you do. and | am here to talk about the
industry, and not my company, but a lot of
companies — | could cite half a dozen — have
paid upwards of these figures to put them into the
best possible position for commercial work, not for
defence work. So if defence wants to take ad-
vantage of these machine tools, thatis up to them,

We have had some lalks but very limited
ones on this question of how we can besl use this
equipment. The expectations in commercial
engineering are not good. There has been much
talk about a resources boom and let us hope we
make a bit of money out of it and then we can buy
some more good equipmen! because we need il.
We cannot expect lo compete commercially
unless we can offer the latest and best, and in my
view, jusl the same principle applies to defence
work, only more so, and so il is up to induslry to
take the initial risks and see to it that they are
adequately rewarded. It is up to government to
support those who have put themselves at risk,
especially the second lime around, and nol just go
and lake the lowest option, which is what can
happen,

The next point | wanted to make was, i1s the
heavy engineernng industry adequately equipped
and willing to make a serious contribution and if so
what, This is a quotation from a man called
Richard Halloran, an American. on why defence
costs so much. 1 got it out of the New York Times
Weekly Review about 11 January, which as you
know is published in Australia.

“Much of the high and rising cost of

weapons in military equipment is rooted

in the same industrial weaknesses that

cause high nsing costs in civilian

products. Ouldated manufacturing

facilities, low productivity, inadequate

quality control and poor workmanship.”

Unfortunately, | believe that describes the
state of our industry.

To summarise — There are good
expectations and it is up to us to grab them. For
the aclual hardware, the heavy engineering
contribution to marilime defence has been the
classical victim of technological change. Steam
technology has been overtaken by marine cum
aero gas turbine technology. although the
complex gearboxes and controllable pitch
propeliors that go with it could, in my opinion be
made in Australia but some governmenl
assistance with additional equipment and
facilities would be required if this is what defence
wants. If they just want to build a hull, with all
respect to shipbuilders is not difficult, and fit it out
with overseas procured equipment then they can
go it that way,

Likewise, large calibre guns have given way
to missile launchers which again can all be manu-
factured here either by industry or the ordinance
factories. All mechanical components for stabilis-
ers for the FFGs can all be made here. We would
have to import some of the control equipment.
Looking further ahead, once a submariner always
a submariner and | have looked forward to the day
when they built submarines here. With the right
sort of assistance that one can get this is not
difficult and in submarines there is a wide range of
mechanical equipment that can be built in
Australia. Some of us may not see that at the rate
of progress things are going al the moment.

All in all, therefore, there is a subslantal
contribution which the heavy engineenng industry
can make towards local procurement and it is now
up to defence 1o declare their position in a much
more detailed way and let industry rise to meet the
occasion which | trust they will. In conclusion, |
would like to say what a staggeringly good job the
institute have done in promoting this symposium
and | only hope if it does nothing else, it stimulates
some of the people up in Canberra that some of us
are disturbed about the way things are being done
now and that they could be done better.

w
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QUESTIONS AND DISCUSSION ON THE WAY AHEAD FOR THE
MARITIME DEFENCE INDUSTRY IN AUSTRALIA

Chaired by Mr N.F. Stevens, OBE

Captain Holmes: Member. Mr Scott-Maxwell,
you said. sir, that you saw no reason for industry
to subsidise defence. Given that defence will pay
its way, would you please comment on whether
you see an upper limit on the markup that we
should call on the Australian taxpayer to bear in
sourcing defence procurement locally?

Mr Scott-Maxwell: Twenty five per cent, that is
roughly around the sort of tariff levels. In America |
believe they give a benefit of 50%. Less than 25%,
15% if you like but 20-25 is as good a figure and if
you actually do your sums correctly on the feed-
back to Australia, taxes, rates and all the other
things on the cost of placing work in here, it is still
cheaper al that subsidy to place it here. The
Ireasury gets a large hunk of it back. Evenif we do
not make a profit, it takes it off the employees. The
sum is worth doing, it is very interesting and no-
one ever does it because the Treasury does not
get in on the act 50 to speak. Their only answer {0
everything is no.

Mr Fry: My name is Fry from NQEA. | recognise
that there is a very heavy British contingent here
today and | cannot let the opportunity go to say
that it is my company which is building the present
follow on Fremantle patrol craft and the Australian
varsion, | am happy to say. 1s hghter and faster. |
recognise that there are some many problems in
our present system but there are three items
which | would like to raise quickly with you and
some of these | suggest Mr Humbley might like to
either concur with or disagree.

About 12 years ago our company built some
landing craft for the army and during that time, |,
personally, on the project dealt with one officer at
Victoria Barracks, two people if GOSIEAA and
two people in AUSPURCOM and that ran the
contract for about two years. On the present PTF
contract, | now have contractual relations with
DAS, DIMP and GOSIEAA and DAS has an office
in Brisbane and Canberra, GOSIEAA Cairns and
Sydney and on technical matters | am discussing
it with DNSP, DGNP, DNQA, GOSIEAA and
RANTAU with GOSIEAA having offices in Cairns,
Brisbane and Sydney. | would hardly think that is
really fair lo Iry and have a contractor do his thing.

1 guess you should also all be very terrified of
the fact that I, being the managing director and
possibly looking a little young, am presently in
control of the largest gathered Australian work-
force building new naval ships at the present time
in Australia and that being in the far north in
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Bjelke-Petersen country might even terrify you a
little further. | see that we need to do three things
and here | am echoing some words made by
some other people that the procurement system
needs to be radically modified and rather than just
say it needs to be modified, | would suggest that it
needs to be a direct portiolio of CNM and no other
stnings attached, including the dismantling of
GOSIEAA. | think | will return to Cairns.

| think we also need to take stock and
recognise that the other thing that is really
crippling the Australian shipbuilding business as
well as other commercial activities is our inability
over the last period to manage our workforce. We
have all. | believe, been guilty of not being able to
adequately manage the worker and we have, by
individual greed of companies, allowed the unions
to gather strength and run over the top of us and
under the present 35 hour cnisis, | see no other
alternative not lo totally yield and certainly not to
have a blockade as the government would expect
but that we must take a responsible move in this
and reform the 40 hour week somewhere along
the line, But please, we must act very fast and
wrap it up as quickly as we can or it will escalate
and we will have a 35 hour week

My third suggestion to the Commonwealth is
that we need a future shopping list.

Mr Humbley: | welcome the opportunity to pay
inbute to NQEA. | got an unsolicited testimonial
on a couple of occasions. | have visited NQEA
and | can assure the Navy and the taxpayers that
they are getting extremely good value for money
from those patrol craft which are being produced
up there. But Don Fry certainly is up against it in
the administrative processes that he has to
submit to. It was said in fact, and we were tender-
ers for the patrol boats and we saw the papers
also, that the papers that were served up 10 the
tenderers for the patrol boats were the most
complex and worst sel of documents that had
ever been offered to shipbuilders in the whole
wide world.

Something clearly has to be done about it
and | hope that some pecple will take some
messages away from this today.

Professor Kasper: | am not going back on the air
waves to tell you that | have not sunk yet. | am also
not getting back on to invite Mr Kingsford-Smith to
write a join! study with me on lteather beds and
rationalisation in Australia academia. | think we



have a lot of common ground there, more than
you expect. | wanl to ask a question.

If | heard correctly. we were told first that
Australian industry 1s highly competitive as a
supplier with regard lo cost and quality under
offset agreements but if that is so, how can |
explain to my officer cadet students why they then
need government enforced offset deals. Why do
we not get the work in competitive bidding. Why
were we lold later that without offsetting there
would be a very minor volume of work indeed. |
am persisting in these questions because |
believe in a word by a famous fellow economist of
mine which says there is no such thing as a free
offset.

Mr Kingsford-Smith: | guess | asked for some of
that. If we are highly competitive, why do we not
win offset orders or why do we not win orders
without using offset leverage. As | said when [ was
speaking, the offset campaign is a good example
of government/industry co-operation. Principally,
we are breaking into an established indusltry in
America. Principally | am talking about the aircraft
industry. The big firms there have their suppliers,
usually in their own state. They are well establish-
ed firms and they know it is much easier for them
to do business with a firm that is adjacent to their
own factory.

Let me say lhat Ihe large aircrat manu-
facturers, like the large shipbuilders, do not build
the complete product themselves. They might
build less than half so they do buy from other
sources. All things being equal, they would like to
buy locally. We say to them we do not want you to
do thal. If we are going to buy from you, we will of
course — all things being equal, we must get what
we want but then we will look favourably at the
overseas manufacturer who gives us the best
offset package. So the purchasing departments of
the large firns overseas have been obliged to
come to Auslralia and see if they can place orders
with us, which they would rather not do.

They have maintained that they will not place
orders with Australian industry unless they can
get the work delivered to them at the price, quality
and delivery they can get locally. They of course
have rejected many bids. We have found that

once we have used the purchasing leverage of
the Australian government to become an estab-
lished supplier in an area where we want to build
up lechnology because it has defence signifi-
cance and we have gone partly along the way in
delivering goods that we can then stand on our
own feel. In other words, we have come down the
learning curve and other people cannot get near
us when they come to bid and try and taka the
work away. Particularly in this commercial aircraft
work, it is a very competitive environment. You
can get an order thal will run for a few years and
then it is up for bidding again. It will run for a tew
more years then up for bidding again. There have
been times we have lost business back to
America, some other supplier who is smarter than
we are,

It is a form of government assistance but it is
not costing the taxpayer anything because itis the
policy. Let us take these commercial airplanes.
Ansett, TAA and Qantas are nol charitable
organisations. They are not going o pay more for
an aircraft just because you are buying some of
the parts from Australia but | will admit we would
find it hard to get offset work it American industry
can supply. Let me go back to when my company
started on offset. My company started on offset at
the height of the Vielnam campaign when we
found that the American aerospace indusiry was
overloaded. We wen!t 1o America and we found
that we could get orders then because they were
looking for capacity. In those days, we got orders
which generally speaking cost us more than we
recouped in sales revenue. In other words, we losl
money. We were learning the business then and
we were rather pleased when that sort of business
ran out. We lost a lot of money and fortunately we
learnt from it.

If that happened again, il the American
industry or any other industry was overloaded
again, we of course would be suppliers but | can
assure you, we now have people coming to us in
certain cases and saying "can you bid, we wanl to
look at your bid., it might be competitive ™.

The Chairman concluded discussion and
further questions due to lack of time.
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SUMMING UP

by Admiral of the Fleet The Lord Hill-Norton and Dr. R.G. O'Neill

Lord Hill-Norton

it would be absurd 10 support that even a
giant intellect like mine could sum up a two-day
seminar in twelve and a half minutes and | am not
going to try. What | am going to do is to draw lo
your attention half a dozen points which seem to
me, not necessarily 10 be the most important that
have been aired at this seminar, bul which bear
hardest on the theme of the seminar, which is the
inlerface between Australian maritime defence
and her industry. | do not intend, much as | should
enjoy it to get into the family squabbles about the
35 hour week and whether Canberra i1s more or
less efficient than industry because Poms, even
grand Poms, know when 1o stop.

It seems to me there has been a recurrent
theme, especially this afternoon, from those who
have spoken from the point of view of industry
which might perhaps be summarised very briefly
in the following headlines really, rather than
coherent speech. How do you keep induslry in
step with defence reguirements, especially in a
country which is smallish by world standards of
population and volume of defence equipment in
the light of the slippages and the widening of the
technological gap which is perceived in this
country, due to the explosion of technological
requirements in the defence field and unmalched
by a similar explosion in industry?

It seems to me that going with that we have
the point made very cogently | think that a strong
economy is a pre-requisite for streng defence and
strong defence alone creates the political stability
which will lead 1o a strong economy and | am back
on the chicken and egg kick and | do not apologise
for i1, either. Next, it seems to me that we have got
in this general industrial scene the difference in
mental approach of defence management and
industry management because the former have to
meet what they perceive as an operational threat
and they know what the weapon systems there
are which they need to meet it. On the other hand,
the latter — that is to say induslrial management
— are not in that business at all. They are in
business on behalf of their shareholders to make
a decent and respectable profit and as has been
said this afternoon, there is no reason in the wide
world why they should subsidise delence industry
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other than by paying duly raised taxes. Further to
those points | have just made, has industry in this
country whether it be heavy industry which we
have jusi heard about or light industry or aero-
space Industry or the advanced eleclronic
industry, has it become so small that it is no longer
viable for defence purposes? Going with that,
whal 15 totally clear to me Is that only the
government can make its continuation worthwhile
in this country. That is a personal view.

Finally, on the general industnal scene, it
seems to me thal it was a very important point
nightly made but not made perhaps as loudly as it
might have been, that you can really only do the
repair, maintenance, updating of foreign purchas-
ed equipment if you are also in the manufacturing
business in some respect or another. | think it
would be a grave mistake lo Suppose that
Australian defence based industries would be
viable if they did nothing bul update, repair and
keep going non-indigenous delence equipment.
You have got to have a manufacturing capacity. |
have no doubt of that at all, The size of it will
depend on a whole host of considerations which |
have not time to go into although | would very
much like to, We have heard | think a good deal
this afterncon and indeed yeslerday too o make
us think of what some of those considerations are.

Having said that, there are a few other words
| would like to say. | was very struck by quotations
which have been made by hall a dozen of the
speakers in the last day or two on the 1976
Defence White Paper and the emphasis which
was lhere placed on the marntime commitment.
But it was rightly pointed out that this should not
inhibit the proper and orderly evolution of both the
Army and the Royal Australian Air Force because
if 1 did, there would undoubtedly be a cnisis of
confidence within the country about self defence
and | am not so dark blue that | cannot understand
that that would be very bad news indeed in the
general demographic and political scene.

So while | am here 10 talk aboul seapower
and its interface with industry, | think it would be a
grave mistake for anybody in this room or indeed
anybody in Australia to forget that you must have
a visible capability on land and in the air, even
though in my judgement, and it is a personal view,
your graves! threat happens lo be a maritime one.
| would like to add to that general comment lhe



fact that there is a considerable lack of under-
standing by not only the Australian public but all
our publics of the changes in the power balances
which have taken place in the lasl five years,
never mind the last 10 or 15 or 20 years. | do
believe it is the business of everybody who is
sufficiently interested in defence to come 1o this
seminar, and the room is full and | could not be
more pleased that il is, 10 go out and about, each
and every one in his own circle, to keep on and on
trying lo get the truth in front of people.

Our people nowadays are quite sharp. They
are not nearly so thick as they appear to be if you
read the newspapers and waltch the television.
They are quite able o make up their minds if they
are presented with the facts and it is very, very
difficult and nobody knows this better than |
because | spend nearly all my lime trying to do it
— lo get the facts in front of people. But the point
which was made by one speaker that it is this lack
of understanding of the change in power balances
that makes it quite impossible for our publics to
form a sensible appreciation of whal the threat is
and that is the beginning of wisdom about how to
meel il.

My next rather random observation was that |
was very struck with the notion that very long
eslablished doctrines can no longer be taken for
granted in democralic countries. It is partly
because of this change in the power balance to
which | have just referred that assumptions which
used to be taken for granted are now challenged
and they have to be justified. You have to make
your case and if you cannot make your case to the
extent that you will convince the government, then
you do not deserve 1o win it. So it is necessary for
all people engaged in the defence business,
whether they are in industry or whether they are in
government or whether they are in uniform or
plain clothes, to be ready now to have things
which were previously obiter dicta, challenged
and if you cannot make them good. you don't
deserve to win and that would be bad news. So it
does behove everybody to make quite sure of
their facls and be able to argue them properly.

| think, really and truly, | have come 1o the
point where it is necessary 10 enquire whether
seapower does depend in this counlry on an
indigenous industry or whether it does not. | do not
think you can answer that question in a two day
seminar but you can have a jolly good pop al
letting 380 people or however many people there
are here, think about it hard in the light of some
excellent talks we have had. What it does seem 10
me o make totally clear is that only political co-
ordination of maritime stralegy on both the
industrial and the military level can bring these
two sides of the body politic together so that you
go forward in a successful and sensible and viable
way. The answer to the queslion | posed as to

whether seapower depends upon an indigenous
industry or not lies in whether or not your govern-
ment is smart enough to weld together the
industrial and military strategies which alone can
give realism to the exercise of seapower,

It is my experience and | offer it as a personal
view, no more, thal governmenls are, in our
countries, put there by people and they do not
always remember it. It is up to the people to make
sure that the people they send to govern them
understand what they want and if they do not get
it, kick them out,

Having said that, | conclude and give my
mate Dr O'Neill a chance to have a pop for
another 10 minutes, by saying thal we have,
rightly I think and properly, examined on the whole
first the strategic possibilities which now face this
country then whether we have or have not the
means to deal with a threat if indeed there is one.
As to whether the threal which | described yester-
day is the right threat | would merely say to this
audience; | do not believe that it is wise for
Australians to be as preoccupied as they are with
countries immediately to the north of them,

I think finally, that Australia is an island. It is
the sixth largest countryin the werld but itis still an
island and everything that you export and import
can only come by sea and-indead.-even the traffic
within this island continent moves most eco-
nomically by sea. Therefore_all | woyld say 10 you.

ladies and gentlemen, is look 10 your moat.

Dr O’Neill

My predicament this afternoon is rather like
that of the celebrated favourite of Catherine the
Great, Prince Oriofi, when he was summoned 10
the royal bedchamber one evening. He crossed
the threshold with a rather worried look on his face
and Catherine said to him: "'Prince, what is your
problem, why do you look so troubled”, and he
said: “Your Majesty, my problem is not what |
have to do, | know what | have to do and | am
confident of my ability to do it. My problemn is how
lo make it seem new”,

| think it would be very remiss of me not to
extend on behalf of all of those of us here who,
until this gathering, were not members ol the
Australian Naval Institute our congralulations on
an exceilent seminar. The ANI does not do this
sort of thing often but when it does it, it does it well.
I do not know what Catherine the Great would
think about that.

| wish to comment first on aspects relating to
Australia and then to the wider slrategic scene.
First with regard to our economy and our defence
industry, national security like charity begins at
home. While there was a great deal of robust
tackling going on between the representatives of
defence industry and Professor Kasper here
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today, | think it imponant to note thal there was a
great deal of Professor Kasper's message that
does not apply only to defence industry but goes
well beyond it. Whatever feelings you may have
about the applicability of greater international
competition in the defence industry area. | think il
15 only fair to point out that these wider ideas are
not just Professor Kasper's. They are ideas which
have underlain the successful economic develop-
ment of West Germany, of Japan, and now of
some of the newer and more dynamic countries of
the east Asian region,

If we can sustain an economic growth in this
country of something like 3.5% over the next 20
years, we will have an increase in real per capita
income of close to twofold and, if defence is able
to maintain its share of GDP, and that is centainly
not something 1o be taken for granted, funds for
defence equipment procurement will rise 1o
something like $1500 milion per annum in
present terms, There would be no question of the
adequacy of our defence resources, particularly
for the capital-intensive RAN, and there would be
no shortage of business for our essential defence
industries which have been on short commons for
a long time.

If we do not manage better than 1.7%, we will
be having continuing restrictions and deficien-
cies. | noted a good deal of commonality between
some of what Professor Kasper said and some ot
Mr Hawke's ideas. Mr Hawke certainly under-
slands the problem. even if he is not free 10 take
any action which would cause severe dislocation
of supply of jobs in the short term but. from what
he has put his name to in documents such as the
Crawford Report. it is quite clear thal he under-
stands the need for some major restructuring of
this country’'s economy. And as a prime minister, if
that should ever become his [ot, he may have a
little more freedom to act than at present, as did
Curtin, Chifley and Whitlam, Labor prime
ministers before him, although hopetully he may
have some better cabinet material and will consult
them more. Otherwise he would not be able to
look reasonably beyond a three year term.

| share your pleasure that he came and that
he, as a newcomer to this field thought it was an
area worth putting some personal effort into. |
hope that this is an interest that he will sustain.

Regarding our defence oriented resources,
Mr Sharpe gave a very able advocacy of the need
for increased attention to research and develop-
ment. This is one of the main engines of growth
but because our resources are limited, we have to
be selective and tough in our approach in
deciding what projects are worth funding and
what must be simply left for some time.

The oil panic is over, | feel, partly on the basis
of Mr Gusper's remarks and partly when one
considers that eventually Iran and Iraq will make
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peace and thal those two countries between them
have the potential to contribute some 9 million
barrels a day back on to the market. Obviously,
they are not going to contribute that amount or
anything like it but | think the outlook in the next
few years is at leas! that there will be a continuing
and moderately comfortable surplus in the oil
supply. The OPEC countries need 10 sell oil as
well as to conserve it for their future, Many of them
have no other sources of income and so | think
there will still be appreciable pressures on them to
maintain a fair rate of supply.

| was very interested that Sir David Zeidler
brought back to our memory the old national
security resources board. This is a body which
performed an extremely valuable function at a
time of high defence crisis in the early 1950s. It
was understandably put on the back burner in the
mid-1950s and gradually faded out of existence
but now thal our economy is becoming more
complex, now that we are agreed that things can
go wrong in the international community with
much less notice than they could have in the past,
| think it is high time we thought about putting
something like that back into effect.

Regarding the external world, Lord Hill-
Norton and Sir Ronald Swayne have described
for us very well the growing Soviet challenge. |
must say until | had heard Sir Ronald Swayne, |
had not realised how useful the Trans-Siberan
railway is to us in the west, bul more serously, or
less comfoning, how far the west has become
dependent on it. | note from Lord Hill-Norton's
introductory address particularly that the Soviets
are not 10 feet tall but 6 feet as are we, and the
real point to note is that the Soviets have been
growing faster than ourselves in a military sense
in the past decade. We musl not lel them outstrip
us so that it does become feasible for them at
some luture lime to employ superior force agains!
us.

The most important elements of the western
deterrent to the Sowviets are first our nuclear
strategic weapons and secondly our seapower. |
think it is going to be very difficult, if not impossible
for the west to get back to the position where it had
comfortable nuclear superiority over the Soviels.
Their own technology is too well developed now o
permit that, but in seapower we must not let the
western lead be eroded because it 1s a very
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important offset of the unfavourable balance on
land, which we cannot hope lo overlake. Nor
should we, because the nature of labour econo-
mies in our society is so totally different to that of
the communist societies that we would get our-
selves into immense difficuity if we tried to
increase our ground forces substantially

As regards air power, the balance is centainly
not favourable to the west at present but, given
that we have a considerable qualitative lead in
many areas, | am not unduly disturbed by the
current air to air ratio. But we must note that the
Soviets have some major economic weaknesses.
Al the recent congress of the Communist Party of
the Soviet Union in Moscow at a private session,
President Brezhnev sel forth that in his next five
year plan, which of course he expects 1o be his
last in office, he wanted to end on a high note and
see that every Soviet citizen had his own car, that
every family had its own apartment and its own
aircraft. This was rather puzzling 1o those present
and one member of his Politburo stood up and
said: “Comrade President, | can understand the
need for everyone 1o have a car, | of course share
your aim that every family should have its own
apartment but why does every family need an
aircraft?” Brezhnev rose and said: "Well. you
know how itis, Comrade, sometimes there is meat
in Moscow. Sometimes there is meat in Lenin-
grad. Sometimes there is meat in Kiev".

Not only do the Soviets have their problems
al home but of course they have an acute Achilles
heel in eastern Europe. The situation in Poland is
one of the utmost gravity for them in political and
strategic terms and may well become so in
economic terms if they are so rash as lo enter
Poland and be saddled with the enormous
administrative and economic liabilities which that
step would entail,

When | was in London in December | noted a
delightful little cartoon on the frant page of the
Times which showed two venerable gentlemen
sealed deeply in their leather chairs in their
London club. One of them was holding up a
newspaper and the banner headline on the from
was "Soviet Union Criticises Sohdarity”. He
lowered the newspaper, looked over the top of it
and said to his friend: "l am glad someone at leas!
has the guts to stand up to these unions™

But the Soviets are in a no-win situation on
Poland and | do not think it is beyond the bounds
of possibility that they will change their lactics. | do
not mean necessarily with respect to Poland but
with respect to how they are going about handling
both the Wesl and the rest of the world towards
the end of this decade. In lalking about a change
in tactics, | do not mean any change ol stralegy
but | think we should be prepared for the former.

Whal should we do about meeting this ex-
ternal situation? What should be the essence of

Australia’s maritime defence in the 1980s? Sir
Arthur Tange skilfully outlined some of the key
questions which pose difficult dilemmas for our
policy makers, How should we balance force
structure between the needs lo serve with major
allies and the needs of defence of our own
region? How far should our forces be designed to
cope with Sowviet high level technology and how
far with regional threats? How far should we co-
operate with the U.S. in resisting a joint danger
and what should be the area on which we con-
centrate in our defence planning in the future?

| think anyone atlempting lo answer those
questions has to recognise a major change in the
external environmenlt. The answers that | would
give lo those questions five years ago would be
rather different to the answer | would give today. |
think that it is also worth bearing in mind that our
answers might be quite different again in another
five years time. This to me points up the need to
have some irreducable minimum in our detence
conceplual planning which is relatively independ-
ent of the eftects of these big swings in tension in
the external environment.

It | am able to read between Sir Arthur's lines,
and | may not have any more success in this than
Mr Booker because when one sees the words
written in that black stubby pen. they have a
marvellous power to concentrate the mind, and
there is not much energy left for reading between
the lines, | would think that the following might
appear there:

First, we must think more senously about
joint deployments in South-east Asia and in the
South-west Pacific region. We are going (o be
called upon by our neighbours 10 make a greater
effort in common defence ol our region than we
have been in the past few years, but not at the cos!
of the development of our own logistics system,
and our command and control systems. We
participate on a very different basis to that on
which we participated in the era of forward
defence. We will be joing with a number of equals,
people who are fully equal in a political sense, if
not equal in the straight military dimension, and
we will not be there simply as chients or attendants
on a larger power. Fundamentally, we can do
nothing for the external environmen! without
seeing that Australia is secure first and that is a
sine que non which | not think we adequately
discharge yet.

Second, while our forces need to be cog-
nisant of Soviet technology levels, it is more likely
that in this part of the world any enemy lechnology
used against us will be of a Soviet second-order
nature. Soviel exports to their allies and chents
are rarely out of the top drawer.

Third. co-operation with the U.S. is perhaps
more important than it has been for quile some
time, particularly in terms of flows of information
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and technology but also in regional force de-
ployments. But there are limits beyond which we
cannot go without distorting our own force
structure and without giving other nations the
wrong impression of our intentions. | think the
existing agreemen! regarding B-52 access 1o
Australia is eminently in our interests as well as in
those of the U.S. Regarding proposals to provide
basing in Western Australia for the US Navy inthe
Indian Ocean, | am entirely in agreement with the
notion that base porting should be provided. |
would be a little inclined to question the wisdom of
going the further step to full home porting because
it could place political tensions of a peculiar nature
on an alliance which can well do without them. But
we must not allow closer relalions to be an excuse
for the lack of development of our own infra-
struclure and staying power.

Fourth, regarding our area of strategic res-
ponsibility, while we need to be concerned with
more than the approaches to continental Aust-
ralia, our region of effectiveness surely does not
extend beyond South-east Asia, the South-west
Pacific, part of the Southern Ocean and the
eastern part of the Indian Ocean. Provision of
forces beyond those limits is beyond our capacity
to do well. We have an important enough role in
this area. There may of course be need in acute
crises for token deployments beyond that region
but these contingencies should not be a signifi-
cant basis for our force structure.

Finally to look very briefly at forcestructure,
the prospects before the RAN improved out of all
sight during 1980 with the ordering of the fourth
FFG, and the Government’s intentions in principle
to proceed with six follow-on destroyers and to
purchase an aircraft carrier, There are other
important needs for the RAN: additional sub-
marines; helicopters; mine counter measures
vessels, an AOR; and so on. But until we have
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produced the additional wealth that Professor
Kasper was talking aboul, | think that the Navy
should be content with that and we should now
move into a period of giving a little more priority to
the needs of the RAAF: the new tactical fighter
force; an airborne early warning system; inflight
refuelling: and development of bases and radars
in our remote areas. Nor should we forget entirely
the problems of the Army, although they are not
so urgent. But towards the end of this decade and
inthe next, if we are to maintain an Army worth the
name, it will need quite a deal of money being
spenton it.

I would think in the present climate if the Navy
were o mount a sustained campaign for a second
aircraft carrier, it is likely to be counter-productive,
particularly before the first one is in the water.
Rather, | would concentrate on widening the base
of suppon for the first and not just cling to the
single thread of the government statement couch-
ed simply in terms of ‘in principle’. In this regard, |
would take parliamentary committees and back-
benchers very seriously and | would look to the
Labor side as much as the Government side of the
House. In 1983 goodness knows what can
happen.

Finally, this development must all be found-
ed, as Lord Hill-Norton has said. on an educated
public opinion. We need to do a great deal more 1o
put a sustained rational argument before the
Australian people, on the basis of which we can
have the most solid foundation for our defence
posture. Much has been made in this conference
of the 1976 White Paper. Is it not time we had
another, bearing in mind the vast differences in
the external strategic situation which have taken
place since 19767 | salute the major contribution
that the Australian Naval Institute is making
towards widening the public debate. Thank you
very much.



CLOSING REMARKS

by President of the Naval Institute, Rear Admiral R.C. Swan, CBE, RAN

It now falls to me to close this, our second
seminar, | do it with some fear and trepidation
because it is quite obvious by the number of
questions and the extent of discussion which was
laking place at the end of the last session that we
may have achieved our aim, and that is to permit
discussion and thought.

I do not intend to prolong the proceedings but
| would just like to say a few words. | would like to
thank on your behall all our speakers for their
contribution to our knowledge of maritime
defence and its relation 1o industry. For busy and
learned men from the United Kingdom to give of
their valuable time to come to Australia for this
seminar is but an indication of the value that they
place on the place and contribution of Australia in
the world scene of the future.

We are equally appreciative of the attend-
ance and contribution of our valued Australian
speakers. | hope gentiemen, both from overseas
and Australia, that we have not embarrassed you
by making you associate members of the Institute
for the next 12 months in token ol our apprecia-
tion. No doubt it has been my loss nol to have met
personally a number of those present, especially
those from industry without whose support this
seminar would not have been possible. | thank
you on behalf of the Institute for your valued

support, including the assistance in relation 10
some of our overseas speakers.

| would also like to thank the Department of
Defence for the considerable number of both
service and civilian personnel who have attended.
In particular, it is noteworthy that the Chief of
Defence Force Staft has given up his valuable
time to attend all sessions and we appreciate it.
Indeed, we of the Institute are also most honoured
Your Excellency, Sir James Mason, that you have
also given your time to attend and may | also
express our appreciation for your support in
accommodating our overseas guests,

May | just mention that in your folders there is
inforrmation about the Institute. You may join, You
are eligible. You obviously all have a sincere
interest in maritime affairs, otherwise you would
not be here and by joining you may write articles
and may contribute to the theme and discussion
of this seminar by corresponding in our journal,

Finally, | would like to publicly thank those
members of the Institute, their wives and friends
and those associaled with them who have
voluntarily given their time to make this seminar
possible. It has been our pleasure lo provide this
forum for discussion. We look forward to seeing
you at our next seminar, thank you.
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F.C. Goddard
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B. Green

M.H. Hall

S.A. Hall
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J. Meisler

J.S. Merrillees
A.G. Mitchell
J. Mortimer
G.A. Morton
P.M. Mulcare
B.S. Murray

A. Needham
G. Nekrasov
P. Newcombe
J.G.J. Newman
B.M. Nicholson
I.H. Nicholson
C.J. Nisbet
T.J. O'Rourke
D.J.Orr

C.J. Oxenbould
V.A. Parker
B.E. Parr

D.R. Patterson
J.M. Pearson
M.A. Perrott
K.P. Railton
M.B. Rayment
D. Reilly

I.F. Reynolds
A.J. Robertson
J.A. Robertson
W.J. Rourke
D.K. Saxon

Johnstone-Hall
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J. Scott

D.J. Sen

P.R. Sinclair
P.J. Shevlin
A.C. Smith

Sir Victor Smith
J.B. Snow

B.L. Spark

|.M. Speedy

R. Stewart

J.D. Stevens
A.B. Stonnill

L. Sullivan

F.G. Swindell
Sir Anthony Synnott
D.J. Taylor
M.B. Taylor
N.D. Uhlmann

Non-Members

DR Ross Babbage
DR J.R. Ball
MAJGEN P.H. Bennett
MR L. Brighton
CDRE R.W.Bumett
DR A.W. Butterfield
MR R. Campbell
MAJGEN T.F.Cape

H.E. Mr Marcos H.C. Cortes (Brazil)
MR P. Dibb
WGCDR A. Eddlestone
MR D. Eltringham

WGCDR L.B. Fisher
WGCDR P.R.S. Garrett

MR G. Harris

CMDR P.O. Hamon

MR R.G. Hawke

MR T.P. Hayes

CAPT G.P. Hood

MR M.H. Ives

COL S.B.L. Kapoor (India)
MR A.F. Kent
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P.J.S. Usher

G.J. Vagg

T.R. Vasey

R.AK. Walls

M.E. Watson

G.D. White

P.W. White

N.S. Williams

J.E.C. Williams

G.J. Willis

S. Wilson

D.N. Woolner

S.R.H. Woolrych

R.E. Wright

AM. Young

D. York

S.J. Youll

CcOL J.0. Langtray

MR A.J. Lawrence
VADM  Sir Alan McNicoll
DR T.P. Millar

CcOL K. Sung Moon (Korea)
AVN J.W. Newham
LTCOL P.J. Pearson

CoL J.R. Phillips

CAPT W.K. Rhodes USN
CcOL H. Schubart

CAPT A. Short BN
GPCAPT G.C. Smith

COL J. Stein

BRIG R.A. Sunderland
CAPT  Chouwa Takezoe (Japan)
CAPT S.G. Tolentino (Philippines)
COL F.J. Tonkin

CAPT L.A. Urquhart RNZN

WGCDR N.K. Wainwright
GPCAPT S.S.N. Watson
MR F. Wilkinson
MR D.D. Wood
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Catering:
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Proceedings Advertising:

Rear Admiral R.C. Swan
Commodore N.R.B. Berlyn

Captain O.R. Cooper

Commander M.H. Hail

Lieutenant Commander D.T. Bennet
Lieutenant Commander |.M. Speedy
Lieutenant R.M. McMillan
Commander S.J. Youll

Commander B.L. Spark

Lieutenant Commander G.J. Earley
As shown in programme.

Captain O.J. Hughes

Commander G. Nekrasov
Lieutenant Commander M.K. Gahan
Mr F.C. Goddard

and others

Commander D.A. Caton

Captain S.F. Comfort

Commeodore |.H. Nicholson
Commodore D.J. Ot

Commodore P.R. Sinclair

Captain P.G.V. Dechaineux
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AUSTRALIAN NAVAL INSTITUTE

1. The Australian Naval Institute has been formed and incorporated in the Australian Capital Territory.
The main objects of the Institute are:—

a. to encourage and promote the advancemen! of knowledge related to the Navy and the Maritime
profession.

b. to provide a torum for the exchange of ideas concerning subjects related to the Navy and the
Marntime profession.

c. 1o publish a journal,

2. The Institute is sell supporting and non-profilt making. The aim is to encourage discussion, dis-
semination of information, comment and opinion and the advancement of professional knowledge
concerning naval and maritime matters.

3. Membership of the Institute is open to —
a. Regular Members — Members of the Permanent Naval Forces of Australia

b. Associate Members — (1) Members of the Reserve Naval Forces of Auslralia,

(2) Members of the Australian Military Forces and the Royal
Australian Air Force both permanent and reserve,

(3) Ex-members of the Australian Defence Forces, both per-
manent and reserve components, provided that they have
been honourably discharged from that force.

(4) Other persons having and professing a special inleres! in
naval and marnitime affairs.

¢. Honorary Members — A person who has made a distinguished contribution to the Naval
or Maritime profession or who has rendered distinguished service
lo the Institute may be elected by the Council to Honorary
Membership.

4. Joining fee for Regular and Associate Members is $5. Subscription for both is $15.

5. Inquiries and application for membership should be directed to:—
The Secrelary,
Australian Naval Institute,
P.O. Box 18,
DEAKIN, A.C.T. 2600
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