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Our Ref: WP QlnaiQ submission Final.doc 
Your Ref: Letter 31July 2008 

The Hon Warren Snowdon MP 
Minister for Defence Science and Personnel 
Parliament House 
CANBERRA ACT 2600 

Dear Mr Snowdon 

QinetiQ Submissionto the Defence White Paper 

Thank you for your letter of 31July 2008 inviting QinetiQ t o  prepare a submission to the 
Defence White Paper. 

I am pleasedto provide the attached submission, which I have copied t o  the  Defence 
White Paper Team. QinetiQ recommends the development of a Defence Innovation 
Strategy that would facilitate the development of Defence's business interaction with 
global primes and SMEs and encourage them to invest in innovation t ha t  delivers a 
technological edge t o  the ADF. QinetiQ would be pleased t o  assist in the development of 
the Defence Innovation Strategy and the supporting policies that are needed for i t s  
successful implementation. 

1 would be pleased to  discuss the QinetiQ submission a t  time convenient to you. 

Yours Sincerely 

M 1 Kalms 
Chief Executive Officer 
Qinet iQ Pty Ltd 
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cc. Defence White Paper Team 
Defence Establishment Fairbairn 
F4-G-015 
26-28Fairbairn Avenue 
CANBERRA ACT 2600 

Professor Tanya Monro 
Chair of' Photonics 
University o f  Adelaide 
tanya.munro@adelaide.edu.au 
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QinetiO Submission to the White Paner ConsultationI'anel 

This sub~nissionresponds 10 an invilation tor QinetiQ .to parricipatc in the White Paper 
Consultation process from the Hon. Warrcn Snowdon, Minister for Defence Scierlcc and 
Personnel, dated 31 JuIy 2008. 

Ahout QinetiO Pm.Ltd. 
QinetiQ is a global defcncz and sccurily technoIogy compally. QinetiQ is publicly listed on the 
London Stock Exchangc with annual revcnucs of $A 2.5 billion. Thc company has 13,500 
employees in he Ill<, USA and Austr.lia. lts heritage is the 2001 ca~nmercialisationofthe IJK 
Defence R&D organisarion. 'The major fociis 01QinetiQ globally is defence and scc~~rityrelated 
services and solutions. The company l-[asa long I~istoryof in~~ovation,including invention of the 
LCD, radar and TR irnaging. 

QinetiQ trades in Australia as QinetiQ Pty. Ltd. We are a trusted provider of technoIogy advice 
and consultancy scrvices to Defence. The sornpairy was established in March 2008 after the 
acquisi~iono f  three strong businesses with specialist cxpertisc in key Defe11cc domains and 
technologies including: 

Eilgineering (WeaponsiExplosives 01-dtlanceand Aircraft Srructures) 
ModeIingandSimulaGon 
Uusiness Systems :ind Applications 
Capability Mmagement 
Accluisition and Performance '13ascd Contracting 

QincriQ has 300employees in Australia and annual revenue o f  $50m. 

QinaiQ's submission serLs to ensure that t11r Whitc Paper rceo~nizcsthe ability of Australis's 
science, engineering and technological capacity to support thc detence of  our nation. The White 
Paper provides an oppoxtunity to review how Australia can obtiain rcliable and 
leading De.Tencetechnologies on the most Lavourable terms. 

The Need for a Defence In ovation Strat e ~ v  

The technologies of impo~.tanceta Australia are tightly controlled by the governments that pay 
[or their development. By their very nature s~tchcontrols cnrail risks to Aus~ralia'sability to 
make sovereign dccisioi1s about he usc of military capabilities. Once disclosure and exj3ol-t 

permissions are obrainad from those govcrninents, recl~nologytransfer is usually managed under 
commercial arrangements ncgo~iatedwit11 ~11ecompanies that havc developed the technology. 

These companies have strong global defencc market donlinance and Australia is a relatively 
small defencc market. Australia's consequcn~iallack of market power reinforces the abovc 
sovereign risks. 'Technological self-sufficiency is beyond Aiistlmalia'sreach, so in order to 
inatiagc risk Australia needs a Gamework Lo guidc its technological choiccs - i.e. whethcr io 
dtvclop ~ed~no logylocally or buy it. In assisting tl-rese dccisians Australia's Uefcnce Industry 

QinetiQ Pty Ltd PO Box 1546 Tel+61 (0)2 6200 2600 ABN 68 125 805 647 
80 Nor~hboi~rnc Canberra, ACT liax +G1 (0)2 6200 2699 
AVe 260 1 mikalrns@QinetiQ.com 
Braddon, ACT Australia www.QinetiQ.com.ai~ 



Policy needs to be informed by a Defence Innovation Strategy. Successful implementation of 
the strategy will require a suppo~zivesuitc of technoIogy, cornpe~ition., conLracting and industry 
policies. 

A Dcrmce 'Innovation Strategy: 
UTiIIassist in prioritising scientific, tcchl~utogicaland enginccring inputs to support the ADF 
and plan thc most efficient and effective way of developing or acquiring hem. 

r Is the reference point for a c;ornplemcn~arysuite of business policies (see attached diagrdrn) 
to develop or anract the dcfcnce technologies that are A priority for AusrraIia and secL1l.e theln 
on the rnost favourable possible terrPlls. 
Needs to be ~inderpinnedby a viable no del for technology trarisfer that rnaltes technology 
transfcr via direct inveslment in Australia, or other business arrangements, attractive Tor thc 
UEMs. 

QinetiQ woilld be plcased to assist with the dcvelupn~entof a Defcnce lnnovarion Strategy and 
the suppor~ingpolicy fra~~~eworkfor i ~ simplemenration. 

How Dcfcnce Technr~lomis Devclrrned ancl. Traded Intcrnationallv 

The developmenl o f  a Dcf'a-lce Innovation Stratcgy requircs a clcar miderstal-rding oC the 
international marlet dynamics in which Dsknce technologies a-e developed and traded. 

QinctiQ ass~umesthat for as long as the US plays a leading role in global security, it wilI continue 
10 invest heavily ill the innovative technologies rcqi~iredto sustain ils currcnl: stra~egic 
prcponde~.ance.The US i s  thc largest spender on defcnce in ttlc world. In 2006 the US had a 
46% share of global defence spending and accounted Tur abour three-quarters of the world's 
spending on dcknce RBD. 

In the abscnce of a fundamental shift in lheir strategic circumslances, European countries (with 
the exccption of the UK) can be cxpected to devote a srnallei- share of their combined GljP to 
dcfence than thc US. With thc exception of some important niches, 'Europe will lag hehincl he 
USA in the dcvelopnient of new defenec ~echnologiesand thc gap will get widcr. Sincc 2000, 
the 'UShas increased spcndi~~gon defcnce-related RRrD by 9% i111nually while the EU's tlefence 
1?&ll expcnditrae llss grown by a rncager 1.5% pcr annurn. 

As glolsalizatior~makes the intcrnalional transmissiorl of commercial tcchnologics $aster and 
Inore pervasive, wc expect that efforts by tbc US and otlier countries to maintain conrrol ovcr the 
diffusion of advanced ~nilitaryrechi~ologies,even to close allies such as Australia, will intensify. 
Exports of lcading-edge dcfcnce technologies will conlinue to be controlled through govcmmellt 
to governrncnt agreements alld in thc case of tlic US, thc more stringent application of t l ~ u  
I'nternational Traffic in Arms 'liegulacions, a comprehensive regime of  export controls thar 
encompasses the tra.nsfe1- of most defence itcms: related technologies and scrviccs betwecn 
companies. 
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'I'hc US wiIL also rccain tight control over its leadcrship in defence innovation by cxcludillg 
access to its defence market by strategic competitors and also tightly constraining access by 
allies and friends alike. In 2005 foreign suppliers accounted for only 2.4% by value of contracts 
let by the Departrnsnt of Defencc. 

This means thc market predominance cnjoyed by IJS companies, and some European hascd 
companies that have established busiilcsses in the US, will continuc and be shored up with an 
array of protcaive measrues that we expect will enjoy ilndiluted Congressional support. 

QinctiQ's submission also rlorcs the rnassivc i-estructurirlg ill US defence industry that has 
occurl-ed as the demand for dcfence products and services shrank rapidly in thc post Cold War 
1990s. Mergers, acquisitions, joint ventures and alIiances have meant thrl~atrcady powerful US 
companies extended iheir mai-ket reach and global influence. The consolidation of US dcfence 
industry has seen the emergence o l  five doininant US companies: Boeing, LockI~eedMartin, 
Raytheon, No~thropOrurnman, and General Dyna~nics. The big 5 compete with the Eul-opcan 
based n~~~ltinationals(that have invested in the US) to pri~nethe development of advanced 
military systcms, typically under 'cost plus' contracts awardcd by the 1.1sGovernrncnt. 

US indust~yaid procurement policics have had the elfect 01 attraaing direct foreign investnlent 
to \he US defence sector as a substirule for imports. The US is a very large defencc market atld 
many European based companies, including QinctiQ, have come to the conclusion that the only 
way to build a US presence i s  to invest in IIS defencc industry. This strategy has led to the 
emergence of European-headquartered mu1tinationals like BAE Systelns, TI-rales, E

-
ADS, and 

Rolls Royce son~enow having a largcr investment and business i'uotprinr in the US than in 
Europe. 

The overall co~~cIusionis rhal: the b~~sinessarrangements for obtaining the defencc technologies 
of intcrest to Australia will often haw ~o be concluded with a handful of large i~ltcrnational 
defcnce companies, A~rstnliais competing with other countries a.s a destination for the 
invest~nenr:resnurccs, technology and skills that reside in these companies. 'The attractiveness of 
Australia as a vcnile for inkernational inves%tncnt will be assisted by thc devclopmcn~of a 
Defence lnnuvation Strategy. 

Technology 1-ansfcr typically occurs by acquiring hardware and nego~iatinglong lann support 
arfiingemcn~sat thc time of acquisition. Where dceper tcc11nology transfer is requ~rcd,such as to 
integrate culnplcx systems that contain proprietary technology, policies thsr attract resottrces in 
the form o f  direct investment and skiIled people from off shorc or within Australia wilI be 
required. The mobility and shol-tagcof investment and skil1s means that any capacity corlstraints 
resulting from a failure to alllact bolh leads to questions r tbo~~tDefence's acquisition model and 
the effcc~ivenessof the way Ilcfeilce busitless is donc, We note that che Defence Procurement 
and Sustai~imcntReview headcd by Mr David Mottimer recently cx~vnillcdsame of these issues 
that the Government will consider soon. 
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some Snccific Em rnplcs of Critical technolorics 

Qine~iQasscrts that the [IS Government will retain case by case control over the relcase to 
Auslralia of sensitive ~rchnoIogiesrequired, for example, for network enablcd operations by thc 
Australian Defence Force including, bur not limited to, the following illustrative l ist: 

Stcalth-I-elatcd goods, serviccs a ~ ~ dtcchnolngics, includillg those for reduction of alectro-
magnetic and acoustic signatures and those for countering low observable technologies, j h r  
example electronic scanned arrays, I-adzuprocessing alporith~ns); 
Scnsor fusion rechnology, involving the automatic combination of information from two or 
rriore sensors for the purpose of ~argetidentification, tracking, designation and engagement; 
A broad spectrum of naval kcl~nologiesincludi~lgundelwarer acoustic sensors, maritime 
target detection srrld classificatiol~sysrems, alltollomoLrs undarwater systerns and reIatad 
algorithms; 
Electronic warLii-eequiprnel~t(and related countcr-measures, including electronic systelns and 
equipn-lentfor intelligc~lceand security applications; and 
Salellites and satellile payload technology. 

There are many othcr such tcchnoIogies of importance to the AUF [hat could bc identified in 
tCl-mso f  their relevance to the Australia's IJeiknce Strategy a,ndthe Defence Capability P1al-r. 

lnllovativc .Partnersliips - A Case Study 

A Defence Irmov:~tionStrategy woitld assess tllc cri.ticslityof dcft:nce tech~~oloyiesto ensure thax 
sovereign risla are being effcc~ivelymanaged as Australia develops capability. It would also 
address the most effective way of nurturing and 111aintaini~ythose teclinologies rhrough 
mechanisms that include partnerships betwcen govcrnnlent and industry that can delivcr win-win 
outcomes. An cxainple of one such type of paltncrship bcrween QinetiQ and DSTO is illustrared 
in the following case study. 

Partnerships with Industry to Maiatain Cup~bilily~ i l dImprove Facilitiw Utilisation 

DSTO maintains impar-zml: capabilities thar are required by Defence from time 10 time. 
'These capabilities cowpl.isc both facilities (laboratoriii.~,equiplllent etc.) and expcrtist 
(skilled and experienced persome1). The facil hies require sizoable investment to esrablish 
and lhe expertise can only be developed over timc. A dclining characteristic of DSTO is 
its ability to bring lhese capabilities to bear wheil Defcnce necds them, 

In some cases, these capabilities are used at less than 100% of capscity, The 1-ecpire~i~ent 
to ~llaintainthe capabiliry nny rcrnaia in place, however, the need t o  exel9cisethe I 

capability may arise only on an episodic basis, driven by, fur example, platfortn life cycles 
or changing s~rat.egict11rcar.s. This cizn result in loss of capability as staff skills alrophy 
when they are no\ used, .S. or worse still, peoplc depart .-p imd rebuilding the expertise meal-rsJ L. 
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-.-.___-----
is  reduccd when the capability is nexl exercised. In some cascs, 

I 
suffer from a lack of invcsonent in main~enanceand upgadcs as

rational dccision makers dircct funds to the meas that house be problem of t l~eday. i 

QinetiC! proposes rhac DSTO work closely with industry pattners tllar are aligned to 
identified undcrutilised capabili~ies.Amangecncnts can be made for industry partners to 
usc DSTO facilities and expertise for projzcls dint arc lllarkcted ancl won by tile indirstry 
paltrier and delivered by ind~~stryand DS'I'O together. The bencfit of rhis approacll is lhat 
skills are rnainttlincd and funds are generatcd to pay for maii~tenanceand upgrade of 
facilitics. Indush-y often can notjusti.fjr rhc cost or building and msintainiilg facilities lhat 
will not be fully ~Glised.'Worl~ingin pcmnashiprncans that the nceds of both parties call 
be met. 

Case Study 

1 AIexcellent case study of this rnodel is the strucluml tes~ingcapability that txists within 
DS'TO's Air Vehiclcs Division at Fishertnan's Bend. This capability includes TWO very 
large lest halls and a range of associa~cdtest cqirjprncnL and machinery. The expcrtise 
built up within this area is world c l i ) ~ ~and widely recognised as being 31 the forefront of 
structural resling for military aircraft. The riced for his capability is episodic and may 
arise at sl~ortnotice whcn in service problems are experienced in aircraff. A recent 
example 01 the value of this capability w3s the FIA-18 Ceilcre Barrel slructural testing 
work that was completed in 2008- 'The rrcsults o f  this tcsling saved $400M Tor thc 
Commonwealth and solved a vcry real availability issue for the fleet. 

The facility has ar rimes beerr underutilised wilh, an occasior\, less than 40% of rhc fi~cilit~ 
is in use at one time. 'l'l.iis h3s been addressed in recent tin~es~.hrougha partnership with 
QincliCJ. 

111 2005, QineliQ bid for a~ldwoii s contract to complete the stmclural tcsting for the 
trailing cdge flaps on Bocing's newest airliner, thc 13787. QinetiQ designed and built d~e 
rcst rigs and conrracted wirh DSTO LU provide facililies (thc test h d l ,  hydraulic services, 
conlrol sysrcms) and cxpeltisc (structural testing experts). 

'illis plnjcct comrr~c~lcedin early 2006 and will run for three years with some possibility 
of follow on progtarns. It has providcd a srcady flow of itlcon~efor DSTO during that 
time and kept highly skilled experts engaged in productive, skill building work. 

1 

QinetiQPty Ltd PO Rox 1546 Tcl+61 (012 62002600 ARN 68 125 805 647 
80NO IT^bourne Canbcrra, ACT Fax .c6 1 (012 6200 2699 
Ave 2601 mikalms@Qineri Q.com 
Braddon, ACT Australia w.Qinct iQ.com.au  



Thc Key Issucs for Australia 

Australia will continue to rely on best value for moiiey, including MOTS and CO'I.'S solutions. 
'I'his implies a significar~toverseas content in our weapons systems. Access to rhe tedinology to 
ensurc the sovcraign operation of defence plstfonns has to be negoliated as part o f  rhe 
iicquisition proccss. 

For Auslraiia there arc 2 main sourccs of itnporeed weapons s.ystems and their associa~ed 
technologies - the Unitccl Statcs and Wcslern Europe. The basic mcchsliisms for transinitring 
advanced weapons tech~~vlogicsto Australia arc: 

The direct import of US and European rnatericl (i.e. technologies ernbeddcd in irnpartcct 
equipment); and 
Dircct foreign investment in the Australian footprint of forciyn OEMs (c.g. tecl~nologies 
diffused througli in-country subsidiaries of overseas OEMs, including &rough joirlt ventures, 
alliances and learning with other Australian conipanics). 

So rlx large iniernational companies can he expecled to play a fundamental role in the transrer of 
deknce tcchliology l u  Australia. They are the source of adva~~cedtechnolc~gyand control the 
commercial terms for access to it. All thc Australia11primes with rhe exception 01 AS^ (which i s  
government owned) are 100% si~bsidiariesof fareign owned defencc companies. This has a 
number of ill~pIicationsfor Auslralian defence policy. Australia is a I-elarively sinall dereiicc 
mdl-ketarid decisions aboi~twhat will be donc in Australia will be made in overseas boaid rooms. 

Given this indusrry struclure a DeTence Innovation Strategy is a key eleincnt in managing 
sovereign risk and guiding judgments about: 
* How best to usc the limired ~~esoui-cesAustralia can allocate to irldigenous in~~ovation! 

particularly that related to network enabled operations; and 
How hest to marshal Australja's pitblicly and plivateIy Fundcd R&D assets. 

Rccommendatioas 

QinctiQ recommends that a I.)efcnce 'Ilmovation Strategy should be developed to: 
Facilitate Defence's busil~essinteraction wit11 thc global primes and SMEs md identify those 
innovative technologies tllal: should be ill-jected into major platforms md nemorkcd 
procurements. 
Allow industry and Defence to promote innovative ideas, as opposcd {a thc rigidity that will 
result fiom defining areas of Priority Local Industry Capability-
Enablc the primes to paflicipatc early in the capability definition process io grow tkcir 
ownership of innovaiivc solutions. 
Encourage invesrment by rhe globaI plmimcsand SMEs in innovative scrvices and solulions 
that will delivers ~echnologicaledge to thc ADI;. 
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