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DUTIES OF THE COMMITTEE

Section 8.(1) of the Public Accounts Committee Act 1951 reads as

follows:

Subject to sub-section (2), the duties of the Committee

are:

(a)

(aa)

(ab)

(b)

(¢}

(@)

to examine the accounts of the receipts and
expenditure of the Commonwealth including the
financial statements transmitted to the
Auditor~General under sub-section {4) of section 50
of the Audit Act 1901;

to examine the financial affairs of authorities of
the Commonwealth to which this Act applies and of
intergovernmental bodies to which this Act applies;

to examine all reports of the Auditor-General
(including reports of the results of efficiency
audits) copies of which have been laid before the
Houses of the Parliament;

to report to both Houses of the Parliament, with
such comment as it thinks fit, any items or matters
in those accounts, statements and reports, or any
circumstances connected with them, to which the
Committee is of the opinion that the attention of
the Parliament should be directed;

to report to both Houses of the Parliament any
alteration which the Committee thinks desirable in
the form of the public accounts or in the method of
keeping them, or in the mode of receipt, control,
issue or payment of public moneys; and

to inquire into any question in connexion with the
public accounts which is referred to it by either
House of the Parliament, and to report to that
House upon that question,

and include such other duties as are assigned to the
Committee by Joint Standing Orders approved by both
Houses of the Parliament.
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PREFACE

This report presents the findings of the Committee's
examination of proposed computing acquisitions, including those
for Project DESINE, by the Department of Defence. This set of
proposals by the Department of Defence is the third, and by far
the largest, acquisition proposal received by the Committee to
date under its standing reference to examine and report on
proposed acquisitions of Automatic Data Processing facilities by
Commonwealth departments and authorities staffed under the Public
Service Act 1922.

The Defence submission to the Committee resulted from a
Cabinet decision in December 1985 which gave in principle
approval to the proposals. However Cabinet did not give approval
for any procurement action or expenditure of funds, pending a
favourable report from the Committee.

The Defence proposals are both large and complex. The
largest of these proposals, Project DESINE, will involve the
expenditure of more than $300 million including the costs of
3,300 manyears of development effort over the next 10 years. The
Department of Defence proposes to do three things under Project
DESINE:

. to decentralise its administrative computing
systems and to establish a standard computing
environment for those systems (the DESINE
Strategy);

. to implement two major redevelopment projects,
called the Supply and the Manpower Systems
Regevelopment Projects, under the DESINE Strategy;
an

. to establish a five year period contract with a
prime contractor to establish a standard computing
environment and to supply equipment and software
for these major redevelopment projects.

The Committee's examination of the Project DESINE
proposals has focussed on five major issues:

. project cost/benefit justification;
. technical risks;

. Australian industry participation;
. proposed method of acquisition; and

. staff resources reguired,

(v)



The Committee's examination of these issues has led it
to recommend that a phased implementation and procurement
strategy be adopted for project DESINE. The Committee concludes
that, given the size, complexity and duration of the DESINE
redevelopment projects, the only satisfactory approach is to
plan, cost/benefit justify, obtain funding approval and implement
each sub-project of the DESINE projects in turn. The initiation
of each sub-project should be considered in the light of a review
of the preceding sub-~projects. This should allow the effective
monitoring of both the expenditure incurred on, and the benefits
resulting from, these projects.

The Department of Defence intends to let a single period
contract for the supply of two things: a 'network architecture’
which will provide the basis for its computing standards; and
subsequently, implementation quantities of equipment and software
conforming with those standards. The Committee is recommending a
two-stage tendering process be employed to ensure that a
satisfactory ‘network architecture' is supplied and satisfactory
standards are established, before large quantities of equipment
are purchased. This will reduce the risk of major cost overruns
should difficulties be experienced in proving the 'network
architecture' and establishing satisfactory computing standards.
A two-stage tendering arrangement will also increase competition
in the tendering for these separate supply requirements and will
increase the opportunities for Australian firms to participate.

The Committee believes that the Project DESINE
acquisition offers a major opportunity for government purchasing
to contribute to the development of a technologically advanced,
innovative and competitive computing industry in Australia. It
has therefore recommended that special measures be taken to
ensure that this opportunity is not missed and, that a
satisfactory level of Australian industry participation is
achieved in the DESINE contracts.

The Committee has also reviewed the two other, and quite
separate, proposals by the Department of Defence to purchase
computing equipment for the Office of Defence Production and, to
purchase small, stand-alone computing systems. The Committee has
given qualified support to the former but does not support the
latter proposal.

For and on behalf of the Committe
\V(/
Georges
Chairman

Secretary

Public Accounts [Committee
Parliament Hous

CANBERRA  ACT

17 September 1986
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CHAPTER 1
SUMMARY OF FINDINGS

1.1 The Defence submission sets out the Department's
proposals for its administrative computing systems over the next
10 years. The proposals are both large, involving the expenditure
of more than $300 million and complex, comprising four
sub-proposals. These are:

A. A decentralisation and standardisation strategy,
called Project DESINE, for administrative computing
systems in the Department;

B. The Supply and Manpower Systems Redevelopment
Projects and proposed procurement arrangements to
purchase approximately $60 million of equipment and
software for these two projects over the period
1987/88 - 1991/92;

C. B separate procurement and funding proposal to
purchase approximately §6 million of eguipment for
the Office of Defence Production over the period
1987/88 - 1990/91; and

D. A proposal to establish a period contract to
purchase an unspecified quantity of small,
stand-alone computer systems.

A. DESINE STRATEGY

1.2 The Department of Defence intends to decentralise
functionally its administrative computing away from the highly
centralised system which exists at the moment. However, to avoid
the proliferation of many incompatible systems and to reduce
inefficient duplication of functions, a standardised computing
environment is also to be established which will ensure these
decentralised systems will be able to exchange data and programs.
This standardised computing environment is called DESINE, Defence
EDP Systems Integrated Network Environment.

1.3 The Committee agrees that the DESINE strategy is
soundly based and that the technology appears to be available to
provide a standardised computing environment of the type
envisaged by Defence,

B. SUPPLY AND MANPOWER SYSTEMS REDEVELOPMENT PROJECTS AND
PROPOSED PROCUREMENT ARRANGEMENTS

1.4 The Department proposes to commence the implementation
of its DESINE strategy through the redevelopment and functional
decentralisation of two of its major existing administrative
computing systems. These redevelopment projects are the Supply
Systems Redevelopment Project (SSRP) and the Manpower Systems
Redevelopment Project (MSRP).



1.5 The £first scheduled sub-project of these major
redevelopment projects is the Depot/Base sub-project of the SSRP
which will in itself involve capital expenditure of approximately
$30 million from 1987/88 - 1993/94.

1.6 The Committee agrees with the decision to decentralise
functionally the Department's supply and manpower systems.
However, it does not consider that even the first sub-projects of
the SSRP and MSRP have been adeguately defined or justified in
cost-benefit terms at this time. It also notes that the funds
requested to implement the £irst sub-projects of these major
redevelopment projects have not as yet been subject to the full
processes of internal scrutiny and review in the Department nor
have they been endorsed by the Secretary of the Department.

1.7 The Committee recommends that {paragraph 3.41):

1 the Department of Defence not procure
implementation quantities of equipment for
each major sub-project of the Supply and
Manpower Systems Redevelopment Projects or
any other projects to be implemented under
Project DESINE until:

- the planning, systems definition and
cost-benefit studies necessary to define
and Jjustify fully these sub-projects
have been completed;

- the Secretary of the Department of
Defence has endorsed each of these
sub-projects in turn and the funds
necessary to implement them; and

- a submission dealing with these
sub-projects has been made to the
Committee under its standing reference
to examine and report on ADP acquisition
proposals over $5 million. The Committee
understands that the first of these is
likely to be the Depot/Base sub-project
of the Supply Systems Redevelopment
Project which involves approximately $30
million of capital expenditure.

1.8 The Department also proposes to establish a five year
period contract with a prime contractor to perform two tasks:

. to supply and prove a network architecture which
will provide the basis for the DESINE standardised
computing environment; and

. to supply subsequently implementation quantities of
compatible equipment and software for the Supply
and Manpower Systems Redevelopment Projects.



1.9 The Committee understands that most of the major
ccemputer manufacturers have a proprietary network architecture
capable of providing the broad functionality necessary to support
the standardised computing environment envisaged by Defence. The
Committee is concerned that the proposed procurement arrangements
involve a small, but significant risk of delays and large
additional costs should the network architecture supplied not
perform fully satisfactorily. It is also concerned that there
will be minimal opportunities for Australian industry
participation under the proposed prime contractor arrangement.

1.10 The Committee is therefore recommending an alternative
two-stage procurement and implementation strategy £or Project
DESINE which will:

. allow the two tasks referred to above to be
performed separately in a Stage 1 and a Stage 2
tender;

. minimise the risk of major cost overruns resulting
from any delays or complications in establishing
and proving a network architecture;

. permit broader competition and therefore better
price and performance, especially when
implementation quantities of equipment are being
procured in Stage 2; and

. increase the opportunities for Australian firms to
supply equipment and software in compliance with
the selected network architecture.

1.11 The Committee recognises that a two-stage procurement
may involve some additional administrative costs but it concludes
that:

. it need not «cause any delays to the main
implementation phase of the Supply Systems
Redevelopment Project which is not scheduled to
commence until 1990; and

. any additional costs resulting from conducting two
tenders and from any consequent small delay, are
more than justified by the reduced risks, greater

competition and greater opportunities for
Australian  industry  participation which will
result.

1.12 The Committee believes that Project DESINE, which will

involve capital acquisitions of $141 million, offers a major
opportunity £for government purchasing to contribute to the
development of a competitive, innovative and export-oriented
computer industry in Australia. It therefore considers that
special measures are justified, above and beyond the application
of existing Australian purchasing preference and offsets
policies, to secure a satisfactory level of Australian industry
participation in the DESINE contracts.



1,13 The Committee also considers that, given the sizes and
extended implementation periods for the Supply and Manpower
Systems Redevelopment Projects, and the uncertainties f£lowing
from the rate of change in the technology, it is impossible to
produce a full assessment of the costs and benefits of these
projects at this time. A staged approach should be adopted in the
planning, approval of funds and implementation of these projects.

1,14 The Committee therefore recommends that the Department
of Defence provide to the Committee and subsequently to
Cabinet (paragraph 3,152 and 3.153):

13 a supplementary and succinct submission
(Submission 1) as soon as possible which sets
out proposed general arrangements for the two
stage procurements and detailed arrxangements
for Stage 1 procurements including:

- the numbers, types and cost of eguipment
and software necessary to test and prove
the selected network architecture in
Stage 1; and

- the broad specification of the network
architecture to be included in the Stage
1 request for tender;

14 a further submission (Submission 2) as per the
Committee's guidelines for submissions under
its standing reference, which sets out
detailed proposals for Stage 2. This
submission will be made only when Stage 1 is
complete, and detailed planning for the first
sub-projects of the Supply Systems
Redevelopment Project is also complete. It
will include: .

- the results of the Stage 1 evaluation
and trial implementation of the selected
network architecture;

- a full definition of the first
sub~projects of the Supply Systems
Redevelopment Project, and the
cost~benefit and other information
necessary to support them;

- comprehensive plans for monitoring the
performance of, and benefits resulting
from these sub-projects; and

- an indication of the proposed part
tendering arrangements and the expected
level of Australian industry
participation in the Stage 2 contracts;



15 additional submissions for any other projects,
including the Manpower Systems Redevelopment
Project, to be implemented under DESINE, as
and when required under the Commmittee's
standing reference to examine and report on
major ADP acquisition proposals over §5
million; and

16 the Department of Defence provide an annual
progress report to the Department of Finance
and this Committee which summarises progress
to date on Project DESINE and its component
projects against agreed plans. This report
will detail:

- the benefits achieved in comparison with
those initially asserted at the time of
project approval;

- the costs incurred to date in comparison
with those initially asserted;

- the degree of Australian industry
participation achieved; and

- the proposed expenditure for DESINE
projects for the following £inancial
year.

1.15 The Committee's detailed recommendations. about the

Stage 1 and Stage 2 contracting arrangements are given in
Chapter 3, paragraphs 3.146 and 3.147.

1.16 The Committee has also made several recommendations
resulting from its concerns about the availability of technical
computing staff for Project DESINE, and the Defence proposals to
provide data communication facilities for Project DESINE. These
are given in Chapter 3 of this report at paragraphs 3.184
and 3.166.

C. PROPOSED PROCUREMENTS FOR THE OFFICE OF DEFENCE PRODUCTION

1.17 The Office of Defence Production has already
established a standardised environment for its computing systems
and has a proven network architecture in place. The Office
proposes to establish a five year period contract to purchase
additional computing capacity for its Manufacturing Computing
Bureau. The Bureau provides computing support to the Office’s
corporate services and to individual Defence factories.

1.18 In view of the established standard computing
environment in the Office, the Committee does not believe a prime
contractor arrangement is necessary for the proposed period
contract. A part tendering arrangment will both increase
competition and provide greater opportunities for Australian
industry participation.



1.19% The Committee recommends that (paragraph 4.43):

25 the Department of Defence invite part tenders
for the proposed five year period contract to
be established for the supply of equipment to
the Office of Defence Production.

1.20 Defence's initial submission stated that additional
computing capacity for the Office of Defence Production was not
required until the end of 1987. However in a subsequent and
supplementary submission the Department indicates that because of
difficulties in securing suitable accommodation for some of the
Office's existing equipment, additional interim computing
capacity would have to be obtained. The Department argues that
the most cost-effective means of securing this interim capacity
is to purchase a $1.85 million ‘'surplus' computer which has
become available in the Commonwealth Bank.

1,21 The Committee's subsequent enquiries into the
circumstances surrounding the Office's inability to secure
accommodation for a warehoused computer already owned by the
Office and which could have met its interim requirements,
revealed serious failings in the planning and/or procurement
process for computer accommodation., The Committee intends to
investigate this matter further in its current inquiry into the
Administration of the Commonwealth's Property Functions.

1.22 The Committee recommends that (paragraph 4.20):

20 the Department of [Local Government and
Administrative Services and the Department of
Housing and Construction make submissions to
the Committee's inquiry into the
Administration of the Commonwealth's Property
Functions, explaining the reasons for the
delay in providing suitable accommodation for
the Office of Defence Production's existing
equipment.

1.23 The Committee also believes that the capacity demand
projections on which the proposal to purchase a ‘'surplus'
computer is based, are likely to be inflated by the absence of
any real user charging and cost recovery for the Manufacturing
Computing Bureau's services. The Committee is not persuaded that
the purchase of additional interim capacity or greater use of
external bureau services is necessary between the end of 1986 and
the supply of new computing equipment in 1987,

1.24 The Committee recommends that (paragraphs 4.28 and

21 the Office of Defence Production introduce, as
a matter of high priority, real user charging
and cost recovery for the Manufacturing
Computing Bureau's services to ensure that the
level of use of these services is cost-benefit
justified;



22 the Department of Defence expedite the Office
of Defence Production's tender independently
of the Project DESINE tender, to allow new
computing equipment to be delivered to the
Office as soon as possible;

23 the Office of Defence Production review its
capacity demand proiections for the
Manufacturing Computing Bureau with a view to
deferring the provision of lower priority
gervices until suitable accommedation can be
found for its existing equipment and/or new
equipment is delivered; and

24 the Department of Local Government and
Administrative Services take the necessary
urgent action to accelerate the provision of
suitable accomodation  for the Office's
equipment.

1.25 The Committee's conclusions and recommendations on the
proposed Office of Defence Production procurements are presented
in detail in Chapter 4.

D. THE SMALL, STAND-ALONE SYSTEMS CONTRACT PROPOSAL

1.26 The Department of Defence proposes to establish a five
year period contract with a prime contractor to provide small
computing systems which Defence asserts will not need to
communicate at this stage with other administrative computing
systems in the Department. Such systems could of course be
provided under the Project DESINE contract, but as the Department
has pointed out, this separate contract would give opportunities
for Australian firms to bid for business who would be unable to
do so under the DESINE contract.

1.27 The Committee does not believe there is sufficient
justification for establishing this separate small systems
contract. It considers that adequate opportunity will be given to
Australian firms under the two-stage DESINE contracting
arrangements recommended by the Committee in Chapter 3. It also
notes that the Department of Local Government and Administrative
Services has recently established a panel period contract £for the
supply of small, stand-alone systems which the Department of
Defence could use.

1.28 The Committee has some concerns about the magnitude
(of the order of $7 million per annum) of funds spent in the past
by the Department on stand-alone computer systems. It believes
that it would be indefensible for Defence to continue to spend
such large sums on the progressive acquisition of stand-alone
equipment that the Department itself admits will eventually have
to be interconnected, at considerable cost, with the rest of the
Department's administrative computing equipment. The Committee
believes it may well be more cost-effective to purchase these
'stand-alone' systems under the DESINE period contracts to permit
easy interconnection in future and to avoid the costly provision
of communication gateways.



1.29

1.30

The Committee recommends that (paragraph 5.14):

26

27

28

The small,

the Department of Defence’s proposal to
establish a separate period contract for
small, stand-alone computer systems not
proceed;

the Department of Defence give serious
consideration to purchasing its small,
stand-alone computing systems through the
DESINE period contracts so as to provide for
the possible future need to intercomnect these
systems; and

the Department of Defence, in consultation
with the Department of Local Government and
Administrative Services, determine the most
appropriate alternative means of procuring any
further small, stand-alone computer systems it
requires.

discussed further in Chapter 5.

1.31
and

stand-alone systems contract proposal is

A complete listing of all the Committee’s conclusions

recommendations about the Department of Defence's

sub-proposals is given at the end of this report,

four



CHAPTER 2

INTRODUCTION

The Committee's Inquiry

The Defence Proposals

History of Defence Administrative Computing
The Major Issues

The Committee's Inquiry

2.1 On 23 April, 1986 the Department of Defence made a
four-part submission to the Committee on its plans for
administrative computing from 1986 through to the mid~1990s. The
submission resulted from a Cabinet decision in December 1985
which gave ‘in principle' approval to the four proposals
comprehended by the submission., Cabinet referred to the need to
maximise the contribution of Australian industry to the proposed
acquisitions consistent with approved government policies.
Cabinet also requested that the Minister for Defence refer these
proposals to the Public Accounts Committee for examination and
report under the Committee's standing reference on major computer
acquisition proposals, The original submission to the Committee
was supplemented by a further submission proposing the interim
acquisition of a surplus computer for the Office of Defence
Production (ODP).

2.2 The Committee's inguiry has used numerous sources of
information., The Department of Defence made two formal
submissions to the Committee and also provided supplementary
information in response to specific Committee requests. The
Committee inspected Defence factories in the Office of Defence
Production and also inspected a RAAF supply depot. The Committee
held a public hearing on 5 June 1986 at which it took evidence
from the Public Service Board and the Australian Computer
Equipment Manufacturers' Association (ACEMA) and the Departments
of: Defence; Finance; Local Government and Administrative
Services; and Industry, Technology and Commerce.

2.3 The executive summary of the submission from the
Department of Defence is at Appendix 1. The Committee's
quidelines on the form and content of submissions to the
Committee in support of ADP acquisition proposals is at Appendix
2. The Committee's requests for further information and the
Department of Defence's replies are at Appendices 3,6,7 and 13.
Defence submissions specifically relating to the proposal to
acquire a 'surplus® computer for the Office of Defence Production
are at Appendices 8 and 9., Committee requests to other
departments and agencies and their responses are at Appendices
4,5,10,11 and 12.



The Defence Proposals
2.4 The Defence submission covers four proposals:

. a decentralisation and standardisation (DESINE)
strategy for administrative computing in the
Department;

. funding and procurement proposals for the two
initial projects to be implemented under this
DESINE strategy, the Supply Systems Redevelopment
Project (SSRP) and the Manpower Systems
Redevelopment Project (MSRP):

. funding and procurement proposals for the Office of
Defence Production; and

. a procurement proposal for small stand-alone
computer systems.

2.5 These four proposals, contained in what is consequently
a quite complex ‘omnibus' submission f£rom the Department of
Defence, are outlined below.

Decentralisation and Standardisation Strategy for Administrative
Computing (DESINE Strategy)

2.6 A strategy is proposed which envisages the functional
decentralisation of most administrative computing systems in the
Department of Defence away from the strongly centralised systems
which have been in place since the 1960s.l1 An essential element
of this strategy is the establishment of a standardised computing
environment, called a ‘'network architecture', which will aim to
ensure that the administrative computing equipment acquired for
the Department and the three Services will exhibit a high degree
of compatibility and inter—operability.2 In short, the goal is to
enable the many administrative computer systems Department-wide
to communicate with each other and to exchange data and programs
without the expense and delay associated with conversions or
re-programming that have characterised such exchanges of
information in the past, The standardised computing environment
is to be known as the Defence EDP Ssystems Integrated Network
Environment, or by its acronym, DESINE.

2.7 Initially only the supply and manpower computer systems
in the Department are to be re~developed using the selected
network architecture and the new equipment and software that will
be acquired to support it. Plans for these two projects comprise
the major part of the Defence submission., The Department intends
that ultimately all those administrative computing systems which
have a need to interchange data and information with locations or
organisations beyond the originator will also be re-developed.
The one significant exception involves the Office of Defence
Production which has already adopted a commercial proprietary
network architecture as a standard.

1. A sSubmission to the Joint Parliamentary Committee of Public
Accounts on the Project 'DESINE' Request for Tender,
Department of Defence, 23 April 1986, Enclosure 43, pade (i)

2. Appendix 1, Vol I, pages 2 and 3

3. Appendix 1, Vol I, page 2

10



2.8 The DESINE strategy is discussed in greater detail in
Chapter 3.

Procurement and Funding Proposals for Project DESINE

2.9 To attain its goal of decentralisation and
standardisation, the Department proposes to call tenders in late
1986 to select a single prime contractor, The prime contractor
would be engaged for five years under the terms of a period
contract for the supply of a network architecture that desirably
will comply with, or evolve into compliance with, international
standards for interconnecting a multi-computer environment.4 In
addition, the selected supplier would supply all services,
software and equipment (ranging from large mainframe computers
through minicomputers to microcomputers, terminals and associated
devices) as may be required to implement the DESINE strategy over
this initial five year period.

2.10 The existing centralised computing systems which the
Department operates from Defence Central in Canberra are
estimated to have a useful life which will extend into the first
half of the 1990s. It is likely that the network architecture to
be selected for DESINE will not operate directly with many of
these present systems and special steps may have to be taken in
order to keep them working efficiently during the transitional
years while the new systems are being developed. This practical
requirement will probably involve the need to develop a 'one-off'
suite of operating software which will provide the gateway
between the old systems and the new.

2,11 As noted earlier, Project DESINE will initially involve
two major redevelopment activities. The first will be a Supply
Systems Redevelopment Project, called SSRP; the second a Manpower
Systems Redevelopment Project, called MSRP. Together, according
to indicative plans at this stage, they will represent the
requirement to expend approximately $310 million, including the
costs of 3300 manyears of effort, on their development in the
period 1982/83 - 1995/96.

2.12 The Committee has had great difficulty in determining
from the Department of Defence's submissions, the precise nature,
costs and relationships between the individual sub-projects and
development tasks within the DESINE redevelopment projects. The
Committee has commented in its previous ADP reports on the
inadequacy of costing information and explanatory detail
contained in other departments' submissions to the Committee. The
Committee found it necessary to seek supplementary costing
information on several occasions from these departments. The
Committee is disappointed that the information presented in the
Department of Defence's submission has revealed similar
deficiencies.

4. Appendix 1, Vol II, pages 1,8 and Defence Submission,
op. cit., Enclosure 4A, page 13
5. Defence Submission, op. cit., Enclosure 4A, page 5
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2.13 A department with resources such as those available to
Defence and which is contemplating acquisitions costing several
hundred million dollars, should be able to present the elements
of its proposals in a concise and mutually consistent manner. The
Department of Defence’s inability to do so, casts some doubt on
its ability to manage these large and complex acquisition and
development projects,

2.14 The costing aspect of the Department's submission is
one where these inadequacies are very apparent. While a
considerable volume of costing data was provided, this was often
more confusing than enlightening. Cost categories differed
between sub-projects and variations in costs in documents at
different times were often not reconciled. Insufficient work was
done by the Department to draw the disparate detail together so
as to allow the Committee to understand the precise nature of,
and relationship between the proposals' various sub~components.

2,15 The Committee went to considerable lengths to clarify
the timing and costing of the various proposals. For example, the
Committee found it necessary to adjust the staff costs of MSRP to
bring those costs onto the same basis as SSRP staff costs. It
also found that while non-staff costs for SSRP and MSRP are based
on April 1985 prices, staff costs are based mainly on August 1986
prices. A further difficulty emerged with the supplementary
costing data provided by Defence. The same staff category
descriptions are used for staff who are performing very different
functions in the SSRP and MSRP respectively. These
inconsistencies make accurate comparisons of staff requirements
between these two projects extremely difficult.

2,16 Costing and manpower data which the Committee has
extracted from the Department of Defence's submissions in an
attempt to clarify the costing and manpower requirements of the
proposals, are presented in Tables 1 and 2. The numerous
footnotes to the two tables indicate the types of adjustments and
manipulations which the Committee has found it necessary to make
in its attempt to place the component elements of the DESINE
acquisitions on some comparible basis,

2,17 The costs estimated for SSRP and MSRP are given in
Table 1. On-going operational costs of the resultant computer
systems are not included.

2.18 As indicated in Table 1, $125 million expenditure is
required under the 1986/87-1990/91 Five Year Defence Plan for the
initia)l phase of the Supply and Manpower Systems Redevelopment
Projects. The comparable development cost for these projects over
their full lives is $310 million,

2.19 Data on the staff resources reguired to develop the
SSRP and MSRP projects are presented in Table 2, The development
task is clearly massive, requiring 3277 manyears of effort in
total. SSRP is by far the greater consumer of human resources,
requiring an estimated 2558 manyears of development effort. This
compares with a development effort for MSRP of 719 manyears.

12



TABLE 1 ~ DEVELOPMENT COSTS FOR THE SUPPLY SYSTEMS REDEVELOPMENT
PROJECT (SSRP) AND THE MANPOWER SYSTEMS REDEVELOPMENT
PROJECT (MSRP)
{$ MILLION)

Five Year First Period Life of
Defence Plan Contract Project
SSRP 1986/87- 1987/88~ 1982/83 -
1990/91 1991/92 1995/96
.Hardware
and Software
to be procured
under DESINE
contracts 258 68a,9
.Bardware,
Software and
Site
Preparation 27 100a,f
.Total Project
Costs® 670 236¢
MSRP 1986/87- 1987/88~ 1986/87-
1990/91 1991/92 1993/94
.Hardware and
Software to
be procured
under DESINE 342 342
contracts
.Hardware,
Software and
Site
Preparation 37 412
.Total Project
Costs® 5g8d 748

a  April 1985 prices. (See Appendix 13)

b  Non-staff costs are based on April 1985 prices. Staff costs are
based mainly on August 1986 prices (See Appendix 13). Staff costs
for 'user area' staff are omitted.

April 1986 prices. Staff costs for 'user area' staff are
included. {See Appendix 6, page 11).

d Non-staff costs are based at April 1985 prices.

Staff costs are based on August 1986 prices (see Appendix 13).
staff costs have been adjusted to bring them to the same basis as
SSRP costs by raising them by the ratio of the SSRP to the MSRP
staff costs, for the different categories of staff.

e Total project costs represent hardware, software, site
preparation, staff, furniture and administrative costs.

£ Includes $8.221 million for hardware, software and site
preparation to be spent prior to the DESINE contract being let.

g Excludes $8,181 million for hardware and software for the
existing Sperry equipment needed for SSRP.
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TABLE 2 ~ HUMAN RESOURCES REQUIRED FOR THE SUPPLY SYSTEMS
REDEVELOPMENT PROJECT (SSRP) AND THE MANPOWER SYSTEMS
REDEVELOPMENT PROJECT (MSRP)

(MAN YEARS)
SSRP HMSRP
Life of Project Life of Project
1982/83 - 1995/96 1986/87 - 1993/94
Computer Systems
Officers (CS0) 843 413
Other Staff
engaged in
computing
activities 693 0
User Area Staff 5987 306
Contract Staff 425 a
TOTAL 25580 719a

a Figure for contract staff requirement in man years is not
available, however the estimated cost is $0.54 million, (See
Appendix 13).

b Appendix 6, {appendix 2 to annex B), and Appendix 1,

Vol I, page 7
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2,20 Each of the DESINE projects comprises several
sub-projects for the development of new, or the redevelopment of
existing, specialised administrative computing systems. The SSRP
will encompass a substantial common core system with
unique-to-Service elements only where these are required for
genuine differences in Service roles. The underlying supply
activities are substantially similar for the different Services,
eg procurement, receipts and issues, Common computer systems
based on common supply policies, methods and procedures would be
cheaper to develop, maintain and operate than separate single
Service systems. The SSRP will perform such tasks as determining
stock levels, ordering and tracking the progress of orders for
spare parts and commodities, keeping inventories and managing
and reporting costs.® The MSRP will be developing a common
approach to the next generation of manpower systems, using
procedures to ensure compatibility between functional users. The
manpower systems to be developed in the MSRP are those managed by
the three Service Offices and the areas of Service Pay, Civilian
Personnel and Organisation and Establishments.?

2.21 In each project, Defence contemplates undertaking the
redevelopments in a way which will introduce common systems and
procedures throughout the Department and the three Services to
the extent feasible, bearing in mind the peculiar operational
requirements which will require that there are differences in
some instances.

2.22 The Department of Defence seeks endorsement for both
the proposed procurement arrangements for Project DESINE and for
the Supply and Manpower Systems Redevelopment Projects.

2.23 . Issues raised by these procurement and project
proposals are discussed in detail in Chapter 3.

The Office of Defence Production Proposal

2.24 One major exception to the Department's decision to
standardise all administrative computing occurs in the Office of
Defence Production (ODP), most of which comprises the former
Department of Defence Support. That Department had earlier
adopted the IBM protocols for effecting computer system
interconnection. Bearing in mind the investment that has already
been made, the Department has decided to maintain this IBM
compatible orientation in the 0Office of Defence Production.

2.25 To augment ODP's existing computing capabilities,
Defence proposes to establish a five~year period contract, gquite
distinct from that envisaged for Project DESINE, but also with a
single prime contractor, to provide the desired equipment and
services.

6. Appendix 1, Vol III, page 3
7. Appendix 1, Vol IV, page 1
8. Appendix 1, Vol III, page 3, Vol IV, pages 1 and 2
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2.26 Initial acquisitions under this contract are to be made
for ODP‘s Manufacturing Computer Bureau at a cost of
$6.7 million.9 The Bureau provides services to individual
factories and establishments within the ODP and for corporate
information systems. The Department aims to achieve efficiencies
and cost savings through this common bureau approach.

2.27 Subsequent to the original submission to the Committee,
the Department of Local Government and Administrative Services
circulated in May 1986 a notice to all departments advising them
of the availability of a ‘’surplus' mainframe computer in the
Commonwealth Bank which was compatible with the network
architecture used by the Office of Defence Production. Defence
subsequently lodged a supplementary submission with the Public
Accounts Committee requesting the Committee to consider and
report on a new proposal to acquire this computer as an _interim
augmentation of existing computing facilities in the ODP.L

2.28 The Department of Defence seeks endorsement of both the
proposed procurement arrangements for IBM compatible computer
systems for the ODP and, endorsement of an initial proposed
expenditure of $6.1 million over the period 1987/88 to 1990/91
for equipment required for the Manufacturing Computing Bureau.
The supplementary submission also seeks endorsement of the
proposal to acquire a ‘'surplus’ computer valued at $1.85 million
to provide interim capacity in the Bureau up until mid-1988.

2.29 The proposed procurements for the Office of Defence
Production are discussed further in Chapter 4.

The Small, Stand-alone Systems Proposal

2.30 The Defence submission proposes a third five-year
period contract for the acguisition of small, *stand-alone'
microcomputers and office equipment for those requirements where
interconnectivity is not a necessity.l This proposal also
contemplates a single prime contractor as the source of supply.
The Defence submission does not identify specific requirements
for this category of procurement and no request for funds is
included. Defence submits that equipment and software to be
purchased under this contract will be justified, and funds
approved, as the need arises.l2

2.31 Both the proposed DESINE and ODP contracts will provide
the means to acquire equipment which will be similar to the
requirements stated for this ‘small, stand~alone systems'
contract. However, Defence deems it to be important to establish
this third category of contract to enable it to tap a source of
supply which might not otherwise participate in the first two
categories of contracts. Defence also submits in a letter of
21 May 1986 to the Committee that the separation of this
particular type of requirement is designed _to increase the
potential for Australian industry participation.

9. Appendix 1, Vol IV, page 8 and Defence Submission, op. cit.,
Enclosure 4B, Attachment F
10. Appendix B
1l. Appendix 1, Vol V, page 1
12. Appendix 1, Vol II, page 2
13. Appendix 6, page D-5
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2.32 The Department of Defence seeks endorsement of its
proposal to establish a five-year period contract with a single
prime contractor for small, stand-alone computing systems.

2,33 Chapter 5 of this report examines this proposal in
detail.

History of Defence Administrative Computing

2.34 The Committee considers that it is important that the
current Defence proposals are assessed with reference where
relevant, to the history of administrative computing in the
Department of Defence. In particular, there are some important
lessons to be learnt from past computing developments in the
Department.

2.35 Defence commenced its active use of computer systems
for administration in the early 1960s with the acquisition of
Honeywell equipment. The facility was located in Canberra and
from the outset it was organisationally strongly centralised. At
that time, which was very early in the history of commercial
computing, a new programming language named FACT was selected by
the Department as the basis £or developing the various
administrative systems which were to evolve over the ensuing
years,

2,36 While the selected equipment probably performed no
better or worse than did most other computers of that era, the
choice of the FACT compiler led to problems. It was said to
provide a technically good software environment for developing
applications systems but unfortunately a different programming
language, called COBOL, very scon became the worldwide standard
for such purposes. FACT was not adopted by most users and before
long there was only a small number of computer installations
anywhere which continued to use it. As a consequence, the level
of support available to Defence became increasingly limited.
Indeed most of the programs and systems which were deployed had
to be developed by Defence using internal staff resources.

2.37 As time went by and technology advanced, the task of
continually wupgrading, modifying and keeping existing systems
up-to-date with evolving requirements became a very
time~consuming and expensive problem. Demands from various
internal organisations and the three Services for additional
systems increased, as they continually sought to improve their
operating efficiencies, Those demands were often frustrated
because of administrative problems and the difficulties
associated with FACT.15

2.38 After about ten years of service the Honeywell computer
installation was supplanted by a move to Sperry Univac equipment.
At that time, the Department decided to convert most of the
earlier FACT-based programs and systems to the new equipment,
running under the broadly-accepted COBOL compiler, rather than

14. Defence Submission, op. cit., Enclosure 1, page 15 and
Minutes of Evidence, op. cit., page 17
15. ibid., page 17 .



developing them afresh. Largely because of the difficulties
described above, this conversion process proved to be more
complex and expensive than had been expected. The backlog of
requirements for the development of new applications grew even
further,

2.39 In the midst of this conversion process, in the
mid~1970s, Defence procured a network of minicomputers to enable
the centrally controlled and operated systems to receive input
from, and despatch output to, the widely dispersed users
throughout the Department and the Services. Whilst this move was
a major step forwvard for the users, the family of minicomputers
which had been selected did not operate with a standard suite of
communications software. Once again Departmental resources were
strained by the need to develop and maintain the necessary
communications software.l6

2.40 The pressures from users continued nonetheless. With
the advent of inexpensive microcomputers, of stand-alone systems
and particularly software which was easier for less specialised
ADP staff to operate, the pressures for decentralisation began to
grow.

2.41 Finally, in about 1980, Defence recognised the
possibility that these problems of user demand might better be
addressed through a decentralisation strategy.l/

2.42 In 1982 a Departmental working party produced the
Defence Computing Infrastructure Study Working Party Report that
recommended adopting a policy that would lead to a ‘cautious and
phased decentralisation of administrative computing’ along
functional lines and subject to the imposition of central
controls on the decentralised environment.l8 In essence, this
report set out a prescription for avoiding chaos and confusion
arising from the possible introduction of disparate computer
systems which could not communicate with each other. The
standardised computing environment would subsequently become
known as the Defence EDP Systems Integrated Network Environment
(DESINE). Further studies and reports f£inally led to the adoption
of this policy.l9 Along the way, the Department decided that the
first two systems to be decentralised would be the supply and
manpower systems.

2.43 The fundamental trade-off made here was that while
central systems are more easily controlled and, if they perform
well, require fewer staff and are less costly, they also tend to
be less responsive than decentralised systems to evolving user
requirements. Also, with the advent of smaller and cheaper
special-purpose systems, centralised systems threaten to lead to
a proliferation of heterogeneous and incompatible ‘stand-alone’

16. Minutes of Evidence, op. cit., page 73

17. Defence Submission, op. cit., Enclosure 1, pages 9, 10
18. Dpefence Submission, op. cit., Enclosure 1, page 13
19. Defence Submission, op. cit., Enclosures 2, 3 and 4A
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systems which are acquired out of frustration with the services
provided by centralised systems. This proliferation, in turn,
puts further strains on scarce technical staff resources and can
result in an uneconomic dispersion of these. Such an argument
leads to the rationale for embracing a decentralisation strategy
subject to strong central control of the ‘computing environment?,
or as it has become known, the 'network architecture'.

The Major Issues

2.44 The Committee's guidelines for submissions relating to
ADP acquisition proposals established the basis £for the
Committee's examination of the present proposals by the
Department of Defence. A copy of the Committee's guidelines for
submissions is at Appendix 2. The Committee's examination of the
Defence proposals resulted in the identification of several major
issues based on the following guidelines (the number references
given in parentheses below refer to the relevant paragraphs of
the guidelines):

. the nature of and the justification for the
proposals {10(i)};

. the details of the system's proposals and
associated cost-benefit analyses [10(vi), 10(vii)
and 10(viii)};

. technical issues including risks and constraints
along with the proposed use of technological
facilities not yet in common use [10(iv} and
10{ix)];

. the proposed method of acquisition and concomitant
questions relating to policy constraints in
general and Australian industry participation in
particular [10(iv), 10(x) and 10(xiii)]; and

. a job impact study report with special reference
to the poteptial staffing consequences of the
proposals [10(xii) and 113}.

2.45 The Committee's inquiry has therefore focussed on five
major issues:

cost~benefit justification;
technical risk;

Australian industry participation;
proposed method of acquisition; and
staff requirements.

v e 0w
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CHAPTER 3

THE PROJECT DESINE PROPOSALS

The DESINE Strategy

Departmental Endorsement of Project Proposals

Cogt-Effectiveness and Cost-Benefit Analyses

Prime Contractor Arrangements

Risk in the DESINE Strategy

Australian Industry Participation

Procurement and Implementation Strategy
Recommended by Committee

. Data Communications in Project DESINE

. Technical Staff Resources

e e 0 s s e

The DESINE Strategy

3.1 The Department of Defence is proposing to decentralise
its administrative computing systems subject to the centralised
control of a standardised computing environment. This
environment is to be known as the Defence EDP Systems Integrated
Network Environment (DESINE). The implementation of  this
strategy of decentralisation and standardisation is referred to
as Project DESINE.

3.2 The Department of Defence commenced its use of
computer systems early in the 1960s when the nature and costs of
technology clearly favoured centralised installations.
Technological improvements and reduced unit costs for computing
power have combined to form a very different environment now.
The Department of Defence submits that 'The general consensus in
Defence is that centralisation does not meet current needs'.l
The Department of Defence now proposes to move away from the
current centralised computing arrangement for its administrative
computing to one of functional decentralisation with the first
components of this strategy centering on the Supply Systems
Redevelopment Project (SSRP) and the Manpower Systems
Redevelopment Project (MSRP).

3.3 Technological developments, particularly in smaller
computer systems, have placed major strains on existing, highly
centralised computer systems. These developments have brought
with them the danger of an uncontrolled spread of incompatible
systems, a form of 'de-facto' decentralisation, as remote users
seek recourse to a range of more responsive but often disparate
systems in order to get their work done faster and better. Rapid
growth and the widespread use of computers in a tightly
centralised environment also carry the risk of duplication and
inefficiency when viewed from a total systems and organisational
perspective as users attempt to acquire equipment by 'the back
door' in the hope of avoiding the attention of those exercising
central control,

1. A Submission to the Joint Parliamentary Committee of Public
Accounts on the Project 'DESINE' Request for Tender,
23 April 1986, Enclosure 1, page 10
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3.4 The 1985 Defence Administrative Computing Strategic
Plan, in a discussion of the increasing difficulties associated
with the burgeoning spread of administrative computing, notes:

seetoo much effort was being dedicated to
controlling and too little to providing computer
systems.

That document also quoted an internal departmental report which
notes that,

labyrinthine procedures forced many users to seek
alternative methods of computer acquisition.3

Decentralisation vs Centralisation

3.5 The Defence Computing Infrastructure Study Working
Party Report outlines the Department's view of the advantages
and disadvantages of decentralisation:

The advantages inherent in decentralisation are:

a. the unquantifiable but real benefit of giving
functional managers resources more closely
related to their responsibilities;

b. better recognition of priorities by managers
because they are able to correlate their
manpower with other resources and with work
priorities more responsively (the same
managers would resist relocation of their
manpower for central work priorities or be
less responsible in their demands for other
resources not budgeted by them);

¢. decentralised systems can be better tailored,
more flexible, more responsive to local user
needs whilst retaining the capability of
responding to needs of higher echelons; and

d. the dispersion associated with
decentralisation results in less system
vulnerability overall.

The disadvantages include:

a. dispersion of and hence inefficient use of
scarce manpower skills;

2. Defence Submission, op. cit., Enclosure 43, page 3, para 16
3. Defence Submission, op. cit., Enclosure 4A, page 3, para 17
4. Defence Submission, op. cit., Enclosure 1, page 11

21



b, difficulty in maintaining commonality and
interoperability;

c. possible duplication of effort and, inter
alia, rediscovery of solutions and lessons;

d., difficulties in maintaining effective
control; and

e, in the data area, the difficulty of ensuring
compatibility of records.

3.6 The philosophy behind the current Australian Defence
Forces concept is one of separate but integrated Services and
while decentralisation is arguably an effective solution to
computing problems, the various decentralised components of the
bDepartment of Defence's administrative computing complex need to
be compatible to the extent that they can communicate readily
with each other.

3.7 The Department of Defence argues then that a standard
network architecture should be adopted for its computing
environment.

3.8 In other words the problem of incompatibilities between
different components of the Department's computing systems can be
alleviated if a common basis for computing is established. As
Defence points out, decentralisation must be accompanied by a
form of standardisation in order to permit:

. ready exchange of data and data requests;

. interchangeability of equipment and
portability of software between systems;

. reduction of manpower costs as regards
training and skills required;

. reliance on manufacturer provided software;

and
. evolution to international computing
standards.
3.9 The Department identifies the following areas for

standardisation in its computing environment:

. System Software incorporating:
- Network Architecture capability;
- Operating system;
- Data base;

5. Defence Submission, op. cit., Enclosure 2, page 1, para 3
6. Defence Submission, op. cit., Enclosure 2, page 1l
7. Defence Submission, op. cit., Enclosure 2, pagde 22
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Communications Transport facility;
Hardware;

Transaction format;

Office Technology: and

Local Networks.

3.10 Agreement by the Department of Defence's computing
users on these levels of standardisation should assist in
ensuring commonality between decentralised components. It is
also worth noting that in addition to commonality between
elements of its computing environment the Department is also
seeking to achieve a high degree of commonality within those
f:nctiona%ly decentralised components. The submission states of
the SSRP:

The existing systems are single Service systems
which are costly to maintain and operate., A key
SSRP objective is to develop ‘common' (i.e.
tri-service) systems, with  unique-to-Service
elements only where these are unavoidable for
genuine  differences in  Service roles, The
underlying supply activities are substantially
similar for the different Services, eg
procurement, receipts, issues etc.

3.11 The Committee also understands that as part of the
MSRP, the Department intends to develop a combined pay system to
meet the common needs of the three Services.

3.12 If the Department of Defence can achieve an
environment characterised by a network architecture and
appropriate standards, and can successfully exploit the
commonality of its systems then the disadvantages of the
decentralised approach should he minimised. The Committee notes
however, that the requirement for standardisation introduces
some risk in that there may be problems in the selection of
satisfactory standards. This is discussed in the section in
Chapter 3 entitled °*Risk in the DESINE Strategy'.

Functional Decentralisation

3.13 The Department of Defence states 1its case for
functional decentralisation as follows:

The debate on centralisation/decentralisation is
world wide and there are as many advocates for as
against either position. The arguments for
centralisation hinge on efficiency whilst those
for decentralisation hinge on effectiveness.
Occasionally, both approaches have been adopted
in turn by large organisations with as many
successes as there have been failures, The one
consistent point that emerges is that only an

8. Appendix 1, Volume III, page 3
9. Defence Submissiocn, op. cit., Enclosure 42, page 11.6
10. Dpefence Submission, op., cit., Enclosure 1, page 11
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approach which sets user requirements in the
context of the corporate structure, management
style and corporate goals will succeed, In short,
complete autonomy will succeed only where the
elements of the organisation are autonomous.
Organisation is therefore a Key factor in
deciding on a management approach to the
computing function.

There is a strong and broadly based consensus
within Defence for some change towards
decentralisation, essentially along functional
lines which reflects the nature of the Defence
organisation and its style of centralised policy
and decentralised implementation., The inability
of the present arrangements to meet the needs of
Defence coupled with the desirability, if
possible, of agreeing with the broadly based
Defence opinion, argue for some moves towards
decentralisation of Defence computing.

3.14 The Department rejects decentralisation along Service
management lines arguing:

The organisation of the Defence Department is now
functionally oriented and there would be
considerable crossing of organisational
boundaries if this option were implemented.

and that
[functional decentralisation] is more attuned
than  other options to  the organisational
structure and is more acceptable to the majority
of users as logical, satisfactory and workable.
3.15 In the process of dividing a Jlarge systems problem

into smaller manageable components, the functions included
within the defined boundaries of a component need to be cohesive
(in the computing vernacular, tightly coupled) and the
communications between components should be minimised, A
division along Service lines would not only be at odds with
organisational practice in the Department but would also require
increased communications between the same functions of the
various Services. For example, having three Service supply
systems would lead to increased intercommunication when one
Service wished to avail itself of parts stored in a depot or
base of another Service.

3.16 The Committee supports the proposed strategy of
decentralisation along functional lines as proposed under the
DESINE strategy.

11. Defence Submission, op. cit., Enclosure 1, page 12
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Availability of Technology

3.17 The Department of Defence indicates that most of the
major computer manufacturers have a proprietary network
architecture from which the Department can choose under open
tendering procedures.l2 A ‘network architecture' is a set of
standards and specifications which ensure the components of a
computing network are able to exchange data and software
readily. ‘The Committee understands that these proprietary
network architectures can provide the broad functionality
necessary to support the standardised computing environment
envisaged by the Department of Defence.

3.18 The Committee concludes that:

N the decision by the Department of Defence to
implement Project DESINE and decentralise
administrative computing subject to central
control over a standardised computing
environment, is soundly based;

N the decision to decentralise administrative
computing on a functional basis centering
initially on the Supply Systems Redevelopment

Project. and the Manpower Systems
Redevelopment Project is also soundly based;
and

. the technology appears to be available which
can provide the broad functionality necessary
to support the standardised computing
environment envisaged by the Department of
Defence under Project DESINE.

Departmental Endorsement of Project Proposals

3.19 While the submission reports that the Department’s
Defence Force Development Committee has endorsed the DESINE
strategy of decentralisation and standardisation, approval has
not as yet been given for the specific projects to be
implemented under DESINE.

3.20 The Department's schedule for approval and
procurement action as at 21 May 1986 indicates that the Supply
Systems Redevelopment Project (SSRP) is the first project for
which expenditure on capital eqluipment will be incurred. The
SSRP comprises five sub~projects:i4

. Development of a common Depot/Base System;

. Development of an initial Policy and Resource
System;

. Enhancements of the existing Executive
Systems;

12, Defence Submission, op. cit., Enclosure 2, page 1
13. Appendix 1, Vol I, page 2
14. Defence Submission, op. cit., Vol 3,.page 4
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. Development of a common Executive Level

System; and
. Development of a common Policy and Resource
System.
3.21 The first expenditures of money for capital equipment

will be in December 1987 for_a development machine for the
common Depot/Base sub-project.

3.22 Clearly this expenditure should not occur until
agreement has been reached between the Services and the
Department on the scope and purpose of the system and
particularly on those system elements which are to be common
across Services. Concomitantly, this expenditure and the
initiation of the common Depot/Base sub-project should not occur
until the sub-project and the required funds have been subject
to the normal process of internal scrutiny and review within the
Department and have been endorsed by the Secretary of the
Depar tment.

3.23 The Committee notes that the first of a series of
requests for internal approval of SSRP sub-projects and funds is
not due to occur before October 1986 when the Defence Forces
Development Committee (DFDC) will be requested to consider and
approve the Depot/Base project.l® The Committee understands that
the Depot/Base project is currently being reviewed at lower
levels of the Department’s committee approval structure.

3.24 Further, the Department indicates that:17

<.« for each of these elements of the Supply
Systems Redevelopment Project the approval we
have is a broad approval to proceed to systems
definition. At that stage the whole project,
including a rigid cost-benefit analysis, is put
before the departmental decision-making process.
That is when we get the go/no go decision.

3.25 The Committee understands that the Manpower Systems
Redevelopment Project is similarly situated; none of its
sub-projects has as yet received endorsement or funding approval
by the Defence Executive. The Committee thus finds itself in the
position of being asked to consider and endorse projects and, by
implication, funds for those projects which as yet do not have
the full endorsement of the Department itself,

3.26 The Committee is also aware through its examination of
Defence project managementl8® of the methods by which major
Defence equipment projects receive scrutiny within the
Department of Defence before government approval is sought. The
Committee is concerned that the SSRP and MSRP, despite their

15, Appendix 6, Annex A-I

16. 1Ibid.

17 Minutes of Evidence, Joint Parliamentary Committee of Public
Accounts, Project DESINE -~ Proposed Computer Acquisitions by
the Department of Defence, 5 June 1986, page 26

18. Public Accounts Committee, Report 243, Review of Defence
Project Management, 1986
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size and likely impact on the administration of the Defence
Force, have not yet received this usual scrutiny within the
Department of Defence and in particular have not apparently been
referred to the Defence Force Development Committee before
submigsion to the Public Accounts Committee.

3.27 The Committee does not believe that it was the
intention of its standing reference on major ADP acquisition
proposals that it should be examining and reporting on ADP
projects and associated funding requirements before they have
received the endorsement of the relevant department's secretary.
Indeed the Committee has placed great weight on the necessity
for departmental secretaries and heads of organisation not only
to endorse these projects but also to appear personally at
Committee hearings to state their commitment to, and confidence
in, the success of these proposals.

3.28 The Committee concludes that:

the timing, composition and funding
requirements of the first two projects, the
Supply and Manpower Systems Redevelopment
Projects, which are to be implemented as part
of Project DESINE, have not yet been:

- subject to the full process of internal
scrutiny and approval within the
Department of Defence; or

- endorsed by the Secretary of the
Department of Defence.

Cogt~Effectiveness and Cost-Benefit Analyses
The Principles

3.29 The Committee expects that each submission involving a
proposed major acquisition of ADP facilities be accompanied by a
detailed cost-effectiveness and cost-benefit analysis where
applicable.

3.30 In those cases for which the specific objectives or
requirements of the acquisition are known, then usually a
cost~effectiveness analysis is sufficient. Such an analysis
should compare quantitatively each of the feasible means which
might be available to satisfy the requirement.

3.31 For example, in the case of the proposed acquisition
of a defined amount of computing power, or in the case of
providing a known capacity and connectivity of packet switched
communications £for DESINE systems, the objectives can be
quantitatively projected, year by year for the full period under
study. In such cases, the different means of achieving the
stated requirement can be set out and compared in terms of
capital, lease, hire and ongoing operating costs. When each

19. Appendix 2
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stream of net costs is adjusted to a net present value a direct
comparison of cost-effectiveness can be made in terms of the
given statement of requirements. The Public Service Board's
guide to cost-effectiveness of ADP systems describes the
recommended methodology.

3.32 The 8SRP proposal is a different case. The SSRP does
not represent the exact replacement of an existing capacity nor
the mere addition of a known amount of computing power. Instead,
this proposed acquisition considers a complete redevelopment of
many systems accompanied by a major «change to ‘existing
organisational arrangements. At the same time it is intended to
harmonise significantly procedures within the Department. The
justification for the SSRP acquisition therefore requires
definition using the methods of cost-benefit analysis.

3.33 Cost-benefit technigques should commence with a
quantitative statement of requirements, preferably ones which
correspond directly with the operational objectives of the
Department itself. If a given requirement for mobilisation or
war readiness is postulated, for example, there should be an
accompanying statement of the minimum acceptable adequacy or
responsiveness of the overall logistic support function.  This
derived statement would of course vary with increased or
decreased operational readiness requirements. Merely to say that
every part and commodity must be immediately available at all
times, at all places would be expensively wrong; but stating
that only some given percentage of all requests for supply
action must be met from existing stocks, or within some
particular time period would also be wrong. There are priorities
and tolerances which must be taken into account in establishing
requirements.

3.34 To continue with the example, associated with each
level of requirement for the operational responsiveness of a
supply system would be an overall cost. In those cases where
precise operational requirements are not available, or cannot be
obtained, then examining additional increments of capability
provided at added increments of cost can assist the planners and
decision makers to define points of diminishing return, and to
make value judgements accordingly.

3.35 The Committee requests that submissions in support of
projects like the SSRP contain the results of cost-benefit and
cost-effectiveness analyses which comply with the relevant
Public Service Board guidelines. Submissions should also
consider options which involve not only different levels of cost
but also different levels of benefits. In particular, options
which would provide a lower level of benefits but would also be
less costly than other options should be considered in any
cost-benefit evaluation. The Committee refers the Department of
Defence to comments made on this and related matters by the
Department of Finance.2l

20. Public Service Board, A Guide to Cost-Effectiveness Analysis
of ADP Systems, 1982
21, Appendix 11
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Redevelopments in Project DESINE

3.36 The Committee had great difficulty during its inquiry
in gaining an appreciation of the real worth of the
redevelopment proposals within Project DESINE., While overall
cost~effectiveness comparisons were given for each of the SSRP
and MSRP submissions, and as noted above cost-effectiveness
analyses are appropriate when the specific objectives are known,
they were all based on the premise that some unidentified and
therefore as yet unjustified goal served to define them. But the
SSRP and to some extent the MSRP represent new developments, not
just 'lift-offs' of existing systems to another format. In this
context, and especially when it is recognised that each one
itself is an amalgam of many sub-systems, the Committee has not
been provided with the information needed to differentiate the
necessary from the desirable or even from the wasteful. When an
entirely new capacity is to be introduced, simple comparisons
with the old do not suffice.

3.37 During its inquiry it became clear to the Committee
that the problem above had not yet been resolved by Defence
either. The submission contained cost-effectiveness comparisons,
but  supplementary information established that detailed
cost-benefit studies were still in train and therefore their
results were not available.

3.38 It was explained at the public hearing that in its
assessment of the cost-effectiveness of the SSRP the Business
Review Working Group of the Department considered the direction
of the supply systems into and beyond the year 2000:

... [the] options ... essentially broke down into
three basic options of single Service
redevelopment, straight lift-off or conversion on
£o new eguipment or a centrally conducted
redevelopment approach which would in that
process introduce commonality as far as possible
between the three Services. These options were
costed...

Having chosen that path, which was the Defence
centrally managed redevelopment of common systems
the cost-effectiveness related in essence to _a
choice between the two redevelopment options...

We are at the stage of one element of the Supply
Systems Redevelopment Project, the Depot/Base
element of that project ... In relation to that
project alone, we have tentative cost-benefit
figures from some consultants whom we have
employed to do an initial look., I would stress
that these are indicative only and the studzy is
not fully complete, it has quite a way to go. 4

22, Minutes of Evidence, op. cit., page 24
23. Minutes of Evidence, op. cit., page 25
24. 1bid., page 25
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3.39 The schedule of projected programme activities
provided to the Committee established that the various higher
internal committees within the Department itself intend to
review the initial sub-project of the SSRP in October 1586 and
of the MSRP beginning in May 1987.25 The first of the
sub-projects likely to be put forward for approval in October
1986 is the common Depot/Base sub-project of the SSRP which is
currently estimated to require for hardware, the expenditure of
$31.5 million over the period 1987/88 to 1993/94.

3.40 The Committee concludes that:

. the Department of Defence has not yet
completed the system definition, cost-benefit
and other necessary studies for the first
sub~projects of the sSupply and Manpower
Systems Redevelopment Projects; and

. in consequence, insufficient information is
available to permit the Committee to assess
the adequacy of the planning and cost-benefit
justification for these sub-projects which in
aggregate involve expenditures of
approximately $310 million.

3.41 The Committee recommends that:

1 the Department of Defence not procure
implementation quantities of eguipment for
each major sub-project of the Supply and
Manpower Systems Redevelopment Projects or
any other projects to be implemented under
Project DESINE until:

- the planning, systems definition and
cost-benefit studies necessary to
define and justify fully these
sub-projects, have been completed;

- the Secretary of the Department of
Defence has endorsed each of these
sub-projects in turn and the funds
necessary to implement them; and

- a submission dealing with these
sub-projects has been made to the
Committee under its standing reference
to - examine and report on ADP
acquisition proposals over $5 million.
The Committee understands that the
first of these is 1likely to be the
Depot/Base sub-project of the Supply
Systems Redevelopment Project which
involves approximately $30 million of
capital expenditure.

25. See Appendix 6, Annex A, and Minutes of Evidence, op. cit.,
page 51
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Prime Contractor Arrangements
3.42 The Defence submission states at the outset that:26

The essence of the Strategy [the acquisition and
standardisation strategy] is the establishment of
up to three period contracts under which all
Defence administrative computing requirements for
hardware and software should be purchased over
the next five years. Prime contractors will be
sought ...

3.43 The Committee notes that 'the strategy' referred to
here is not the DESINE strategy, but rather a procurement
strategy which the Department of Defence has proposed to permit
the implementation of the DESINE decentralisation and
standardisation strategy.

3.44 While the Committee supports the DESINE strategy, the
particular procurement strategy proposed by Defence is quite a
separate issue and requires separate  justification. In
particular the proposal for the use of prime contractors to
perform the tasks envisaged under the first five years of
Project DESINE, requires separate justification.

3.45 In support of the case for prime contractors the
Department states:27

.+. With the diversity of equipments that we have
in Defence at the moment, we are very conscious
of our problems in supporting that great variety.
I think a lot of the advantage that we see in the
prime contractor arrangement is that it does
allow our own reasonably scarce technical
resources to be freed for the development of user
systems rather than having to be spent in support
of a variety of manufacturers' offerings of
hardware and software. Again, I would stress that
we are speaking of a prime contractor. The prime
contractor himself, of course, may put together
the hardware and software offerings of a number
of different suppliers.

3.46 While this is of great importance given the current
and continuing scarcity of technical computing staff, the
Committee is conscious of the differing nature of technical
staff in the computing industry. The type of cofficer who is
attracted to the operating systems, software/communications
environments and who would be involved in software support or
the problems of interconnection, is not necessarily capable of,
or willing to shift roles to end-user support. These officers
may prefer to move to software support areas in other
departments or private enterprise where there are abundant
opportunities. Therefore it is not necessarily the case that
using a prime contractor will allow a substantial shift in
technical staff to the development of user systems.

26. Appendix 1, Vol I, page 1
27. Minutes of Evidence, op. cit., page 20
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3.47 The Department also argues that its best people have
in the past worked on necessary but unproductive tasks as far as
the end user is concerned. The Department submits:28.

a lot of the thinking behind the concept which we
call DESINE - the Defence EDP Systems Network
Environment -~ is based on the fact that in the
20 years that we have been in the business,
Defence has been its own systems integrator, to
use the jargon. It has spent an enormous amount
of its resources doing just the things which we
hope the prime contractor will do. We have
written operating systems, we have written
complete communications networks, we have written
compilers and we have done the whole gamut. The
cost to us has always been that our best people
have had to be put on to that activity whereas we
feel that the best people we have should be
looking directly at the customer end of our
operation and producing good systems for Defence.

3.48 The Committee agrees that the implementation of the
DESINE strategy will release Defence staff from these tasks
which have in the past consumed so many resources. However this
will occur principally as a result of the implementation of a
standard computing environment, and not as a consequence of the
use: of a prime contractor. Defence is not again going to develop
these systems no matter what tendering arrangements are
employed.

3.49 For example, neither Defence nor indeed any other
department, would contemplate writing operating systems for
hardware in this day and age, nor would it contemplate writing
compilers, The software industry provides these facilities for
modern hardware used in administrative computing and has done so
for some time, While the Department may have once written
communications software, the implementation of a standard
computing environment and network architecture will obviate the
need to do so in future. Whether this architecture is supplied
by a prime contractor or not, the Department will no longer be
involved in writing communications software.

3.50 The Department of Defence itself provides evidence
that the computing industry can supply this type of software,29

On a matter of history, the Fact versus Cobol
decision made in the early 1960s certainly took
the Department down a track which cost it dear
when it was necessary to convert. But I think the
industry as a whole has moved on substantially
since then and what we are proposing in the way
of a network architecture would not, in my
view,carry the same risks. The technology as it
stood, say, two years ago was that if you wanted

28. Defence Submission, op. cit., page 73
29, Minutes of Evidence, op. cit., page 17
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to have a network architecture in which you had a
reasonable chance of getting competitive bids you
were almost certainly limited to the IBM System
Network  Architecture. IBM  itself obviously
supported it, but so did a variety of other
suppliers.

3.51 The Committee understands the Department's concerns
about the level of technical resources invested in the past on
support for a variety of manufacturers' offerings of hardware
and software. In the past without a standard network
architecture the level of technical regources and knowledge
necessary to support and interconnect disparate devices was
high. However, as the Department itself indicates, in today's
market most of the major manufacturers have a proprietary
network architecture or have products capable of linking into a
network architecture arrangement. In consequence the problems
of technical support under a standard network architecture
arrangement will be greatly reduced compared with the technical
support currently required by the Department. This will occur
regardless of the use of a prime contractor.

3.52 The Committee agrees that Defence can and should
reduce the range of suppliers, equipment and software in
comparison with that previously used in its administrative
computing systems. The implementation of Project DESINE and a
standard network architecture will necessarily restrict the
range of suppliers in future and result in a dramatic reduction
in the in-house technical resources necessary to support them.
However the Committee does not accept that this constitutes an
argument for a prime contracting arrangement with the further
restriction of suppliers and competition to only prime suppliers
and any subcontractors they may choose to involve.

3.53 The Committee recognises and agrees that the
implementation of a standard network architecture will free a
considerable number of technical support staff currently
required to support the existing non-standard computing
enviromment in the Department. It also recognises that the use
of a prime contractor arrangement would further reduce the level
of in-house technical support necessary but believes that the
magnitude and importance of this further reduction has been
overstated by the Department.

3.54 Some technical support will continue to be necessary
during and after the establishment of a standard computing
environment. The Department has two options for providing this
technical support:

. to secure this technical support from an
external contractor; or

. to use in-house technical staff.

30. Defence Submission, op. cit., Enclosure 2, page 1l
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3.55 In both instances the Department has to pay for this
support. The Department has provided no cost information or
arguments. to demonstrate that it would be more cost-effective to
use a prime contractor than to use in-house staff for this
support.

3.56 The Committee concludes that:

. the implementation of a standardised
computing environment will substantially
reduce levels of technical support required
in comparison with those required under a
non~standardised environment;

. the Department of Defence has overstated the
savings of in-house technical support which
will result from the use of a prime
contractor arrangement for ©Project DESINE;
and

. the Department of Defence has provided no
convincing cost-effectiveness argument based
on the lower costs of technical support,
where that support is provided by a
contractor rather than by Departmental staff,
to justify the use of a prime contractor.

3.57 The Office of Defence Production (ODP) proposals
support the Committee's conclusion about the merits of a
standard network architecture. The ODP's proposals are mentioned
here in so far as they impinge on the proposed contracting
arrangements. The ODP proposals are discussed further in
Chapter 4.

3.58 The ODP already has a standard network architecture in
place. While the future of its network architecture in relation
to future international standards is not clear it is nonetheless
a well established architecture in the market place. There is a
range of compatible products available from suppliers other than
the original developer and supplier of this architecture. The
ODP currently uses IBNM-compatible equipment which utilise IBM's
network architecture, Systems Network Architecture (SNA).

3.59 The ODP is in a position, having already chosen SNa,
to feel comfortable acguiring further equipment under part
tendering arrangements, While the ODP has very limited technical
staff in comparison with the remainder of the Department32, it
is prepared to contemplate different suppliers for different
types of equipment and to provide the technical support
necessary to ensure total integration of this equipment and
software from its own technical resources.

31. Defence Submission, op. cit., Enclosure 4B, page 14

32, The Chief of Defence Production referred to 10 staff as
constituting a ‘'very significant' use of resources. See
Minutes of Evidence, page 61
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3.60

The Chief of Defence Production stated at

Committee's public hearing:

and

3.61

...When we go to contract we will be looking for
the answer to be one contractor for our large
scale processing regquirements, not a panel; if
there is a requirement for what I might describe
«eoa5s a middle level requirement, there would be
one contractor who would satisfy that
requirement; and there would be another who would
satisfy requirements at lower levels, but they
would not necessarily be the same supplier. As
long as they satisfy our basic requirements of
IBM compatibility, it could theoretical})y be that
we would get three different suppliers.3

In the earlier part of the proceedings today
there was some discussion in relation to prime
contractors and how we would actually handle
contracts in relation to module B, the Office of
Defence Production component. I see the
possibility of the hierarchy of contracts ranging
from very big requirements which would handle the
Computing Bureau requirements over the next few
years, through to middle-range processes, through
to very small processes.3

The DOLGAS representative at the hea§i7ng agreed

these contractual arrangements would be workable:

...There is certainly nothing inherent in that
strategy which prevents local industry because,
as was mentioned, there is a hierarchy of
requirements. There is the mainframe requirement;
there is a middle 1level or minicomputer
requirement and then there is a microcomputer
requirement or terminal requirement. It is in the
minicomputer and the microcomputer and terminal
requirement that local industry which is
producing IBM-compatible systems now, will have a
chance to bid. We would not have a difficulty,
provided, as I said before, it is done up front,
and it is explained to industry right now that
this is the strategy [of a hierarchy of tenders]
which will be followed.

the

that

3.62 The Department's own evidence suggests that more than
one supplier could also be used to satisfy the hierarchy of

equipment and software requirements for Project DESINE,

network architecture is in place and has been proven.

once a

35. Minutes of Evidence, op. cit., page 65
36. Minutes of Evidence, op.cit., page 61
37. Minutes of Evidence, op. cit., page 63
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3.63 This contention is also supported by the Department of
Defence's statement:

At each subsequent £five year interval, the
Department would review its position to determine
if the DESINE requirements are best met by the
selection of either a prime contractor or panel
period contract., Onward compatibility of
successive standard environments is a mandatory
requirement. These recurring arrangements are
aimed at ensuring that Defence enjoys the
benefits of plug compatibility and/or newer
technology, and that there is evolutionary
progress in its standard computing environment
which reduces disruptions. At the same time, the
approach provides scope for hardware and software
vendors to participate in and compete for DESINE
tenders on a regular basis.

3.64 In other words at the end of the 5 year period of the
first contract wunder the Department's acquisition strategy,
Defence is prepared to open the tendering arrangements to allow
participation by other suppliers provided plug-compatibility with
its existing environment is established.

3.65 The Committee believes that tendering should be open to
plug-compatible suppliers at an earlier stage of Project DESINE:
after the Department has selected and proven its network
architecture, but before it proceeds to purchase implementation
{(ie large) quantities of equipment. By this time the viability of
the network architecture would have been demonstrated and the
Department would be in a position to assure itself that other
suppliers meet its network architecture specifications.

3.66 The Committee does accept that the initial task of
supplying and demonstrating a network architecture is complex and
embodies a level of risk which justifies the use of a prime
contracting arrangement. However the arguments for a prime
contracting arrangement to reduce risk, complexity and in-house
technical support are greatly reduced for the subsequent task of
supplying large quantities of equipment and software which
conform with that architecture.

3.67 The Committee concludes. thats

. the proposed initial task of proving the
selected network architecture and ensuring
that the new systems will continue to
interoperate with existing ones is
sufficiently complex that the use of a prime
contractor is warranted for this initial
task;

36. Defence Submission, op. cit., Enclosure 3, page 24
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. . the justification for a prime contractor
arrangement will be greatly reduced once the
Department of Defence has a proven network
architecture in place and is proceeding to
purchase implementation quantities of
equipment and software; and

. once the network architecture has been put in
place and proven in all important respects,
there will emerge a £full set of
specifications and procedures that will
permit implementation quantities of equipment
and software to be provided by part
contractors.

Risk in the DESINE Strategy

3.68 In its submission to the Committee, the Department of
Defence justifies its DESINE proposals on the basis of the
recommendations of the Defence Computing Infrastructure Study
Working Party report of October 1981. That report recommended
that Defence feee proceed towards cautious and phased
decentralisation of its administrative computing, conditional
upon certain caveatsé particularly regarding strategic planning
and standardisation.'37

3.69 The main caveat regarding the decentralisation strategy
was stated to be the prior establishment of a standardised
computing environment called Defence EDP Systems Integrated

Network Environment, DESINE. Specifically, Yees [the
establishment of DESINE] was to be a prerequisite for effective
decentralisation’'. Subsequent internal Defence reports in the

submission trace the flow of discussion and decisions which led
to the adogtion of those recommendations as policy by the
Department.3

3.70 Later in the submission when prescribing the broad
categories of anticipated procurement actions, the need is
further defined to be for ‘... a network architecture, which
includes support for international communications standards,
encompassing a full range of products’'.40 However following a
review of progress of the International Standards Organisation in
developing specifications for Open Systems Interconnection (OSI)
standards, Defence concluded that 0SI standards were not
sufficiently advanced to enable the Department to make a firm
commitment to an OSI-based network architecture.

37. Defence Submission, op. cit., Enclosure 1, page 13
38. Appendix 1, Vol I, page 2
39. Defence Submission, op. cit., Enclosures 2, 3, 4a
40, Appendix 1, Vol II, page 1
41. Defence Submissionr, op. cit., Enclosure 3, page 24
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3.71 As Defence states in subsequent correspondence to the
Committee, this conclusion led the Department to decide to seek
tenders which would:42

«sostate support £for the philosophy of 0SI,
indicate a long term intention to move in that
direction if possible and seek interoperability
with some 0SI based standards.

3.72 This decision, in the words of the 1985 Defence
Administrative Computing Strategic Plan, acknowledges that:

In practice this is 1likely to mean that the
selected network architecture will in fact be the
proprietary architecture of the selected supplier.
Defence will not pursue its goal of use of
international standards to the extent of adopting
unproven products or using its own resources to
plug the gaps.

3.73 Because of the complexity of managing the proposed
procurement so that all elements of the end product will
interoperate and be compatible with an as yet undefined set of
protocols, which themselves hopefully will evolve into compliance
with as yet incomplete international standards, Defence bases its
acquisition plans for Project DESINE on the need for a single
prime contractor to supply and prove the network architecture.

3.74 At the Committee's hearing Defence raised a further
practical but complicating requirement in the implementation of
DESINE. DESINE equipment and software is to be acquired and
progressively installed commencing . in the late 1980s. The
existing Defence Central computer systems, which represent a
sizeable investment, will have a considerable number of years of
veeful and necessary operating life remaining. Therefore, the
task of putting any new network architecture into place will be
further complicated by the additional need to provide the new
equipment with a temporary but workable way of interconnecting
with the old. This connection will probably not be via the method
of the new selected network architecture, and consequently it
will be an important, 'one-off' task. Defence explained that:%4

But again I stress that we cannot 1look at a
completely new situation. We are not moving in a
bare paddock; we have a tremendous amount of
investment in present systems and we have to have
a position that new systems will continue to be
able to interoperate with our existing systems for
a considerable number of years. So there are a
number of very technical questions to be resolved
in this area.

42. Appendix 6, Annex D, pagenZn”»““-""-““-"-"-”“—_
43, Defence Submission, op. cit., Enclosure 4A, page 13
44. Minutes of Evidence, op. cit., page 18
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3.75 Defence therefore proposes that the same prime
contractor supply the means of interconnecting the Department's
existing computing systems and Sperry equipment, with the new
systems and equipment operating under the DESINE network
architecture.

3.76 It is clear that the computing planners in the
Department of Defence face a dilemma. The 0SI standards, when and
if they arrive and are implemented through software products,
will allow the Department to purchase and easily interconnect
equipment from one or more suppliers which comply with the 0SI
standards. The Department of Defence should also be able to
interconnect its equipment with other Defence organisations and
contractors around the world whose equipment complies with the
OSI standards.

3.77 However, as the Department indicates, a totally open
0SI, completely transparent to users, is not foreseen before the
end of the century. The Department must therefore choose a
network architecture of sufficient capability to satisfy its
immediate interconnectivity requirements but which hopefully will
subsequently migrate to OSI standards. The Department therefore
runs the risk that its selected network architecture which will
allow for one or more suppliers' equipment to be interconnected
immediately, may not subsequently migrate to the OSI standards.

3.78 Under these circumstances the losses to the Department
would be twofold, Firstly, interconnection between the selected
network architecture and the network architectures of other
Defence organisations and contractors may not be easily effected.
One-off gateways would be required, just as a one—off solution
will be necessary to interconnect Defence's existing Sperry
equipment and the new DESINE equipment. Secondly, the Department
would not be able to acquire and easily use other vendors'
equipment unless it was compatible with the initially selected
network architecture, Other vendors' equipment would also require
special gateways to be developed to permit its use with DESINE
equipment.

3.79 Thus, there will be future penalties if a network
architecture is selected which does not evolve to 0SI standards.
However, as the availability of O0SI standards is some
considerable way off yet and other, less ambitious proprietary
architectures already exist, the Committee agrees that O0SI
compatability should only be a desirable requirement of the
request for tender,

3.80 The Committee does however doubt whether it is possible
in any practical way to evaluate and weight in a tender
evaluation, a supplier's aspirations and stated long term
intentions to move in the direction of 08i. Contractual
enforcement of such commitments would also be very difficult if
not impossible. The value of such commitments is therefore called
into doubt.

3.81 The Committee believes that the major risk facing the
Department is that it may select & network architecture that does
not  prove satisfactory and does not allow immediate
interconnection between the selected supplier's equipment. This
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would negate the DESINE concept and involve substantial delays
and costs in the subsequent implementation of the SSRP and MSRP.

3.82 Hence the Committee considers that the supply and
proving of a network architecture must be the major and a
mandatory requirement of the initial request for tender.

3.83 The Committee concludes that:

. while the wuse of international standards
called Open Systems Interconnection remains a
goal of the DESINE strategy, no such
international standards yet exist in complete
form and there is considerable uncertainty
about when they will be fully developed and
agreed;

. the Department of Defence therefore intends to
accept an existing proprietary network
architecture, while aspiring to select a
contractor who has indicated a commitment to
migrate to Open Systens Interconnection
standards; and

. there remains considerable doubt about the
ability of the Department of Defence to
evaluate and enforce contractually such
commitments. These commitments are
consequently of questionable value.

3.84 The Committee recommends that:

2 the initial request for tender for a network
architecture for Project DESINE include as a
mandatory requirement the immediate supply and
proving of a network architecture and, as a

desirable requirement, the subsequent
migration to Open Systems Interconnection
standards.

3.85 In addition, Defence proposes that the same prime

contractor, under the terms of a five year period contract, will
also provide an ongoing supply of imglementation quantities of
equipment, software and services conforming with the selected
network architecture.

3.86 The Committee has strong reservations about this
proposed procurement strategy whereby a single prime contractor
will, under the terms of a five year period contract, supply the
network architecture and subsequently, under the terms of the
same contract, supply large quantities of equipment and software
consistent with that architecture. The Committee's reservations
about the justification for restricting the supply of equipment
and software tc¢ & rprime contractor have been discussed in the
section of Chapter 3 entitled ‘Prime Contractor Arrangements’'.
The Committee's reservations about the opportunities for
Australian industry participation under the Frocurement
arrangements proposed by Defence are presented in the following
section of Chapter 3 entitled ‘Australian Industry
Participation'.
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3.87 The Committee also believes that the proposed
procurement arrangements whereby the Department will, after
procuring a network architecture, proceed immediately to purchase
implementation quantities of equipment and software under the
same period contract, involves a small but significant risk of
delays and major cost overruns, if the selected network
architecture does not prove fully satisfactory.

3.88 The Department of Defence argues that the probability
of this occurring is small. The Committee agrees. However the
probability of this occurring has to be balanced against the cost
consequences should it occur.

3.89 Project DESINE is one of the largest computing projects
ever undertaken by the Australian Government, It involves project
development costs of over $300 million, including equipment
software and site costs of approximately $150 million over the
next 10 years. Should a network architecture be chosen which
proves unsatisfactory, the cost consequences in terms of delay
and foregone benefits, and in terms of the additional costs to
rectify the problems could be very large., Under the first five
year period contract alone, the Department envisages purchasing
over $59 million of equipment and software. However the
procurement strategy proposed by Defence allows for no checkpoint
or ‘failsafe' should the network architecture not prove fully
satisfactory, before the Department proceeds to expend these
large sums of money on equipment and software for its redeveloped
administrative systems.

3.90 Given the history of Defence administrative computing
cutlined in Chapter 2 and, in particular, the unfortunate choice
by Defence of its first software compiler in the 1960s and of a
mini computer network in the 1970s, both of which cost the
Department dearly, a more circumspect approach is recommended by
the Ccmmittee. The phased procurement and implementation strategy
pzopcsed by the Committee in the next section of this Chapter is,
among other things, designed to minimise the cost consequences in
the later stages of Project DESINE resulting from an
‘unfortunate’ choice in the selection of an unsatisfactory
network architecture in the initial stage of the Project.

3.91 The Committee concludes that:

. there is a small but significant risk that the
network architecture chosen for Project DESINE
will not prove satisfactory, resulting in
difficulties and delays in the major
redevelopment projects to be implemented under
Project DESINE;

. although the probability of this occurring is
small, the consequent costs resulting from
delay and disruption in these projects may be
very large; and

45. Minutes of EBvidence, op. Cit., page 17
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o the Department of Defence's proposed
acquisition strategy of procuring and proving
a network architecture and then proceeding
immediately, under the same period contract,
to purchase the equipment, software and
services for the implementation of the Supply
and Hanpower Systems Redevelopment Projects
involves the risk of major delays and cost
overruns if the selected network architecture
does not prove fully satisfactory.

3.92 The Committee recommends that:

3 the procurement arrangements and
implementation schedule for Project DESINE be
designed to minimise the risk and cost
consequences of delay and disruption to the
project.

Australian Industry Participation

3.93 The Cabinet decision which gave 'in principle' approval
to the Defence proposals, referred to the need to maximise the
participation of Australian industry in the proposed acquisition,
consistent with approved government policies. Despite Defence's
submission that there are no policy constraints on the DESINE
acquisition proposals, the Committee believes that the
government's industry and purchasing policies do impose some
constraints on the proposed procurement arrangements for Project
DESINE,

3.94 The Committee concludes that:

it is government policy to maximise
opportunities for Australian industry to
compete effectively for government contracts
and this has direct consequences for the form
of the proposed procurement arrangements for
Project DESINE.

3,95 The Committee accepts that under the proposed five year
period contract with a prime contractor, the Department of
Defence will ensure that the Australian Purchasing Preference and
Offsets Policies will be complied with.

3.96 The Committee notes that there have been major
shortcomings in the administration of the Offsets Program which
is currently the subject of a separate inguiry by the
Committee. 47 However, the Committee is aware that most if not all
of the major, overseas-based computer vendors have,

46. Defence Submission, op.cit., Vol I, page 3
47, Public Accounts Committee, Inquiry into Offsets and
Australian Industry Participation
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principally through the establishment of equipment assembly
operations in Australia, committed themselves to 1long term
offsets agreements which should ensure offsets commitments are
met. The question of course still remains whether the form in
which these offsets are being provided is making the most
beneficial contribution to the development of Australia‘s
computing industry.

3.97 The application of Australian Purchasing Preference is
now a standard feature of all government tendering arrangements
and the Committee has no doubt that the appropriate provisions
will be made in the request for tender and tender evaluation to
ensure that the strict requirements of this policy are met.

3.98 The Committee does however note that no advance notice
was provided to industry about the Department of Defence's
proposed acquisitions in the summary of ADP Strategic Plans
published by DOLGAS in October 1985, This was one of the
requirements of the revised government purchasing preference
arrangements announced in December 1983, for providing advance
notice to industry about computer acquisitions planned by the
Commonwealth. The Committee has previously commented on a similar
omission from the Job Seeker tender by the Department of
Employment and Industrial Relations.

3.99 Given the size and complexity of the Defence
acquisition proposals this omission must mean that many smaller
firms which are not always in a position to closely monitor
computing developments in the Commonwealth, may not have been
given the lead times necessary to position themselves to bid
effectively for Defence work.

3.100 The Committee however notes that, subsequent to the
Department of Industry, Technology and Commerce expressing some
concerns to Defence in September 1985 about Australian industry
involvement, the Department of Defence has been at some pains to
brief industry groups and computer vendors about Defence's
proposals. 42

3.101 The Committee believes that the proposed procurement
arrangements, which are for a five year period contract with a
single prime contractor, will in practice offer very limited
opportunities for Australian industry to participate in the
DESINE contract for the following reasons:

. the prime contractor will almost certainly be
a major overseas-based computer vendor; and

B although Australian firms could still
participate as sub contractors to the prime
contractor, existing arrangements including
Australian Purchasing Preference are unlikely
to provide a sufficient or an effective
incentive for this.

48. Public Accounts Committee, Report 252, Job Seeker - Computer
Acquisition by the Department of Employment and Industrial
Relations, 1986

49, Defence Submission, op. cit., Enclosure 16
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3,102 Only overseas-based vendors are likely to have the
capability of both supplying a network architecture and providing
the management and technical expertise required to integrate and
demonstrate the viability of equipment and software conforming
with that architecture. Although the application of Government
Purchasing Preference for Australian goods will provide a
financial incentive to a prime contractor to sub contract to
local firms, in practice there are many disincentives for this.

3,103 The representative of the Australian Computer Equipment
Manufacturers' Association (ACEMA) in giving evidence at the
hearing stated:

...the prime area which we are concerned about is
this move of responsibility from Defence to the
prime contractor. Bearing that in mind, the prime
contractor then must either have embedded in the
tender, or something like that, some commitment
which will make him recognise that there is an
Australian industry which has to take some part in
this. Secondly, the period of five years will not
allow new industry to enter into that prime
contractor's umbrella, if you like, due to the
fact that once he has got the contract signed and
delivered he is not going out to incur any more
expense, or possible expense, in including new
companies under that umbrella. Thirdly, the
strengthening of the Australian content clauses in
the tender must be such that it does actively
promote the Jjoint venturing structure and the
Australian content of any government purchasing.
One of the problems we are facing in the industry
in Australia is the volume of business, or the
actual size of the Australian market. To become
competitive, if the Australian industry is denied
access to a major contract of this size, then the
market is considerably reduced over the next
f£ive-year period for Australian industry.

3.1 0451 ACEMA also indicates in its submission to the Committee
that:

Although the Government has publicly stated its
desire to see a greater proportion of Commonwealth
computer acquisitions being directed to the local
industry, this proposed major purchase by Defence,
if implemented in its present form, will not
result in any further sales being directed to
Australian designed and manufactured equipment.

50. Minutes of Evidence, op. cit., page 80
51. Minutes of Evidence, op. cit., page 76
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3.105
of the

ACEMA also states its concern that the proposed length

period contract (5 years) means that in a rapidly

developing industry new companies and products will be excluded
for the duration of the period. ACEMA states:

3.106

include

3.107

The ... problem [ACEMA] see[s] with a prime
contractor ... is a 5 year period. The Australian
computexr industry and Australian industry
generally are in a state of rapid growth and
development. We have seen a current panel period
contract running with Defence, which has now been
going for four or five years. I do not believe
there is any Australian company on it. The one
that was on has now pulled out. But for five years
Australian companies have been denied accegs to
the defence market and that has spilled over into
the general government purchasing area., They have
been denied access to easy sales to the
government. For Australian industry to sell to the
government as the present time is quite difficult.
It is difficult for the companies but it is
difficult for the purchasing officers in
government. They must go out to tender or get
three quotes, whereas if it is a period panel
contract they simply raise a requisition.

ACEMA puts the view that without a definite incentive
or requirement to get Australian firms involved,
overseas-based prime contractor is in practice unlikely

Australian industry participation. The ACEMA
representative states by way of analogy:53

Commercially, I know that if I was asked to take
some Third World company under my wing to support
a contract when I could do the thing just as
equally well in BAustralia, commercially it would
be a liability on the company, and that company
would be responsible. Therefore the costing
structure I would have to employ would be
considerably higher than if I was contracting out
from my own production plant. So there is a
responsibility there on the prime contractor and a
financial commitment if he is going to take on
subcontractors or go into a venture.

an
to

The use of a prime contractor arrangement shifts the
onus for detailed compliance with such policies as offsets and
purchasing preference for Australian goods away from

the

52. Minutes of Evidence, op. cit., page 71
53. Minutes of Evidence, op. cit., page 79
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purchasing department to the selected prime contractor.54 fhen,
after contracts have been let and work is proceeding, any change
in orders which may arise is no longer negotiated in the face of
available competitors. In such a scenario it becomes easier for
the prime contractor to avoid the intentions of these policies,
particularly if it is cost-advantageous to the purchasing
department as well as to the prime contractor.

3.108 Thus in a prime contractor arrangement, the purchasing
department has a significantly diminished relationship with sub
contractors after the initial prime contract has been signed.
This feature becomes significant when it is recognised that the
single oprime contractor approach embodied in the Defence
proposals makes it highly improbable that any Australian firm
will be able to bid successfully as a prime contractor. This in
turn suggests the likelihood that the (presumably overseas-based)
prime tenderer will seek to recruit sub contractors using only
that amount of genuine 'Australian content' which it judges to be
sufficient to win out over competitors. For simple commercial
reasons tenderers will not be motivated to exceed this minimum
requirement.

3.109 From the point of view of an overseas-based prime
contractor, even when the cost and performance factors of an
Australian sub contractor may be equal to an overseas
subcontractor, the overheads associated with keeping close
contact with and close supervision over a sub contractor, which
is located thousands of kilometres away in Australia, are high.

3.110 In consequence, as recent history shows, much of the
sub contracting and offsets in Australia is with subsidiaries of
overseas firms which are located in Australia (sometimes
established here just for the purpose) and which make a doubtful
contribution to development of a local, competitive, innovative
and export oriented computing industry. Although such 'Australian
industry' sub contractors meet the literal test of ‘'residency'
and provide employment to Australians, under these arrangements
it is often found that 1little innovative technology is
transferred to Australia and too many of the jobs turn out to be
temporary.

3.111 Given the size of the acquisitions likely to be made
under the first, five year period contract for Project DESINME
(859 million), this means a major development opportunity for the
Australian computing industry will be lost, not to mention the
loss of local income and the resulting contribution to
Australia’s balance of trade and current account figures.

3.112 The Committee believes that greater opportunities can
be given to Australian firms to participate in the DESINE
contracts if a part tendering arrangement is employed for the
supply of implementation guantities of equipment and software for
Project DESINE. A part tendering arrangement would both increase
the breadth of competition and permit Australian firms to bid
directly for work rather than be dependent on an overseas-based
prime contractor for such opportunities.

54. Appendix 1, Vol II, page 8
46



3.113 The Committee concludes that:

. the procurement arrangements proposed by the
Department of Defence, whereby a single prime
contractor will supply both the network
architecture and subsequently, will supply
implementation quantities of equipment and
software for Project DESINE, will offer very
limited opportunities for Australian industry
participation; and

. a part tendering arrangement for the supply of
implementation quantities of eguipment and
software for ©Project DESINE will provide
better prospects for Australian industry
participation than a single prime contractor
arrangement.

3.114 At the Committee's public hearing DOLGAS suggested
another option for tendering:

The other alternative, of course, is that in all of our
tenders and in this one, no less, we would include the
provision for part supply, that is, that part tenderers
would be considered. One of the things we have done in
recent times and could do again would be to ask those
prime contractors to accept responsibility for sub
contractors who may have come in as part tenderers.

3.115 The Committee gives qualified support to this
suggestion. It believes that the only circumstances under which a
prime supplier should be accepted is where that supplier competes
successfully against part tenders in relation to all the major
categories of equipment and software requested.

3.116 The Committee regards a part tendering arrangement in
the major implementation phase of Project DESINE as a necessary
prerequisite if Australian industry is to have the opportunity to
compete effectively for DESINE contracts. However it does not
consider this a sufficient condition for achieving satisfactory
levels of Australian industry participation because it perceives
persevering deficiencies in the current application of Australian
purchasing preference policy.

3.117 The Committee believes that some aspects of the current
purchasing preference arrangements actually discourage purchasing
departments from giving effect to the spirit, as distinct from
the rule, of purchasing preference requirements., Purchasing
departments which negotiate contracts involving Australian
suppliers are financially penalised because the application of a
20 per cent preference to Australian suppliers in the evaluation
of tenders means that departments can pay up to 20 per cent more
than if the same equipment or software were purchased overseas.
In summary, by buying from Australian suppliers, departments
often pay more (or get less) than they would f£rom an overseas
supplier.

55. Minutes of Evidence, op. cit., page 68
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3,118 In consequence, in the absence of any budgetary
compensation for this additional cost, departments may, while
still observing the strict requirements of the purchasing
preference policy, find other ways to minimise the risk of
incurring additional costs resulting from Australian industry
involvement. The Committee is not critical of departments for
acting in this manner, since it considers this behaviour to be a
rational response to the possible budgetary consequences of
buying Australian.

3.119 Given this and other difficulties previously discussed,
the Committee believes special measures, above and beyond the
application of the Australian purchasing preference and offsets
policies, are justified to ensure that these major procurements
by the Department of Defence, do involve a satisfactory level of
Australian industry participation and do contribute effectively
to the development of the Australian computing industry. The
measures recommended by the Committee are elaborated in the
following section of Chapter 3 entitled 'Procurement and
Implementation Strategy Recommended by the Committee'.

3.120 The Committee concludes that:

. the application of the existing Australian
purchasing preference and offsets policies is
unlikely to secure a satisfactory level of
Australian industry participation in the
DESINE contracts; and

. given the magnitude of the acquisitions
proposed under Project DESINE, special
measures are justified to ensure a
satisfactory level of Australian industry
participation in the DESINE contracts.

3.121 The Committee recommends that:

4 part tendering arrangements be adopted in the
major implementation phase of Project DESINE
to increase the prospects for Australian
industry participation in the supply of
specific categories of equipment and software;

5 in addition to the enforcement of the
Australian purchasing preference and offsets
policies, the 1level of Australian industry
participation be a specific criterion in the
evaluation of tenders for the DESINE
contracts;

6 the Department of Industry, Technology and
Ccommerce and the Department of Local
Government and Administrative Services
participate in the weighting of this
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evaluation criterion and review the level of
Australian industry participation in the
recommended tenders before contracts are let;
and

7 i€ a satisfactory level of Australian industry
participation cannot be agreed at Departmental
level, the matter be referred to the
responsible Ministers for decision.

Procurement and Implementation Strategy Recommended by Committee

3.122 The Department of Defence proposes to establish a five
year period contract with a prime contractor to supply a network
architecture and compatible eguipment and software, consistent
with the DESINE strategy of functional decentralisation and
standardisation. These particular procurement arrangements have
been presented by the Department as a necessary part of the
DESINE strategy itself. The Committee does not accept that these
procurement arrangements proposed by Defence are a necessary part
of the DESINE strategy. The Committee argues that there are other
workable and preferable means of acquiring equipment and software
for Project DESINE.

3.123 The Department of Defence intends to accomplish two
separate tasks under the proposed five year contract with a prime
contractor.

3.124 The first task is to select, acquire and demonstrate a
network architecture which will be the Kkeystone of the DESINE
standardised computing environment for administrative computing
systems in the Department for the forseeable future.

3.125 The second task is to acquire large guantities of
compatible egquipment and software for the redevelopment of the
Department's supply and manpower systems.

3.126 The Committee does not believe that the use of a five
year period contract with a prime contractor is the best means of
accompl ishing these tasks. The Committee has already identified
two major disadvantages in this procurement strategy proposed by
Defence. In summary these are:

. the risk that the network architecture chosen at
the outset will not prove fully satisfactory, and
will subsequently result in difficulties and costly
delays during the implementation of the Supply and
Manpower Systems Redevelopment Projects; and

. the very limited opportunities for participation by
Australian firms in the supply of DESINE egquipment
and software, because of the use of a prime
contractor for both of the tasks referred to above.
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3.127 The Committee considers that the two tasks referred to
above are separate and separable. In addition their successful
accomplishment will require the use of contractors with
significantly different capabilities and skills.

3.128 The supply and proving of a network architecture will
require a contractor with the ability to integrate a large range
of equipment and software and o manage a variety of complex
systems. Given the successful demonstration of the selected
network architecture, the supply of different categories of
equipment and software compatible with that network architecture
will require contractors who can deliver best on price and
performance for large quantities of equipment and software., By
requiring that a single prime contractor perform both these
tasks, a compromise will have to be struck between these quite
different capabilities when evaluating tenders.

3.129 The Committee considers such a compromise to be
unsatisfactory and unnecessary. In addition the use of a prime
contractor, rather than part contractors, for the supply of
implementation quantities of equipment and software will
unnecessarily restrict competition and opportunities for
Australian industry participation.

3.130 The Committee is therefore recommending that a two
stage procurement and implementation strategqy be employed for
Project DESINE which will enable the separation of these two
tasks. This should both increase the levels of competition and
enable the best performing contractors to be selected for these
respective tasks.

3.131 The Committee accepts that the use of a prime
contractor is justified for the supply and demonstration of a
network architecture. However, once that architecture has been
put in place and proven in all important respects, it believes
that a range of suppliers could provide equipment and software
without detriment to the success of the project. The Committee is
therefore proposing that part tenders be invited for the second
task of supplying implementation quantities of equipment and
software compatible with the selected network architecture.

3.132 This will both increase 1levels of competition and
hopefully result in better price and performance in the supply of
the 1large quantities of -equipment and software envisaged
(approximately $60 million in the first five years). It will also
increase opportunities for Australian firms to supply some of
these requirements.

3.133 The Committee is also recommending that in the
evaluation of the first stage tenders for the supply and
demonstration of a network architecture, potential prime
contractors be required to demonstrate that the network
architecture proposed is non-exclusive to the equipment and
software supplied by that prime contractor. This is intended to
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ensure that the successful prime contractor for the supply of the
network architecture does not effectively lock-out other part
suppliers of equipment and software from the second stage
tenders. Indeed the first stage request for tender should clearly
indicate in advance, that part tenders will be invited in the
second stage request for tender for the supply of implementation
quantities of equipment and software, and that major emphasis
will be given to Australian industry participation.

3.134 The Committee therefore believes that the extent to
which potential prime contractors for the supply of a network
architecture can demonstrate that their network architecture will
admit other firms', and particularly Australian firms', equipment
and software should be a specific evaluation criterion in the
first stage tenders. A Dpotential prime contractor could
demonstrate the non—exclusivity of its network architecture by
providing evidence that the specification of that architecture is
available to other firms; that equipment and software products of
other firms are currently available which are compatible with
this network architecture; and/or that other firms, and
particularly Australian firms, are able and prepared to develop
products which are compatible with that architecture.

3.135 However, the Committee does not believe that the
application of existing Australian purchasing preference and
offsets policies under part tendering arrangements will, in the
absence of other measures, be likely to secure a satisfactory
level of Australian industry participation in the supply of
equipment and software for Project DESINE. The reasons for the
Committee's reservations about the effects of these policies are
given in the previous section of this Chapter entitled
'Australian Industry Participation'. Given the magnitude of the
acquisitions proposed under Project DESINE, the Committee
recommends that the level of Australian industry participation be
a specific evaluation criterion in the selection of suppliers of
this equipment and software. It therefore proposes that the
Department of Industry, Technology and Commerce and the
Department of Local Government and Administrative Services
participate in establishing the weighting of this criterion and
also review the level of Australian industry participation in the
recommended tenders before contracts are let. If a satisfactory
level of Australian industry participation cannot be agreed at a
Departmental 1level, the matter should be referred to the
responsible Ministers for decision.

3.136 The Committee believes that the DESINE acquisitions
offer a major opportunity for government purchasing to contribute
to the development of the Australian computer industry, and that
these measures are Jjustified to ensure this potential is
realised.

3.137 The Committee also believes that by adopting a two

stage implementation strategy, the risks of delay and major cost
overruns in the implementation of the Supply and Manpower Systems
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Redevelopment Projects will also be reduced. The Committee
therefore recommends that contracts not be let for the supply of
implementation quantities of equipment and software for these
projects until the selected network architecture has been proven
in all important resgpects.

3.138 Under circumstances where the selected architecture
proves less than satisfactory, the Department will not be
committed to the use of the same prime contractor for the supply
of further equipment and software. Of equal importance will be
the limits placed on Departmental purchases of equipment and
software until such time as it can demonstrate the satisfactory
performance of the architecture. In consequence, should the worst
happen, the Department's sunk costs will be restricted to the
costs of the supply of the architecture and sufficient equipment
to demonstrate it, a modest amount in comparison with the large
expenditures envisaged for the Supply and Manpower Systems
Redevelopment Projects (SSRP and MSRP).

3.139 The Committee accepts that a two stage tendering
process may involve some additional administrative costs
associated with the tendering and procurement process. The
Committee also accepts that the two-stage process may add to the
length of the implementation schedule for the initial stages of
Project DESINE.

3.140 However, given a suitably positive attitude by the
Department of Defence, the Committee does not accept that it need
cause any significant delays to the later and main implementation
phase of DESINE. The Committee notes that the major equipment
acquisitions for the first redevelopment project to be
implemented under DESINE, the Supply Systems Redevelopment
Project, will not commence until 1989/90 under Defence's current
plans. The initial acquisitions envisaged under this project in
1987/88 and 1988/89 are for so-called development equipment which
will be used for proving the DESINE architecture and piloting
parts of SSRP. The Committee's two stage proposal would not
require the alteration of these plans.

3.141 The Committee believes that with genuine commitment by
the Department of Defence, any delays resulting from the conduct
of the second stage tender will be small, For example, after a
contract has been let for the supply of a network architecture,
but before it has been fully trialled and proven, Defence could
invite expressions of interest from potential suppliers of
equipment and software compatible with that architecture. This
could shorten considerably the time, and reduce the complexity,
associated with the second stage tender and establishment of
contracts for the supply of equipment and software, after the
architecture had been fully proven.

3.142 In summary, the Committee accepts that there may be

some modest and readily established additional costs resulting
from a two stage procurement and implementation process for
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Project DESINE. However, these must be balanced against the
benefits of greater competition, improved prospects for
Australian industry participation, and the reduced risks of large
additional costs should difficulties develop with the selected
network architecture, The Committee is persuaded that the
benefits of greater competition, reduced risk and greater
Australian industry involvement more than justify any additional
costs associated with a two stage procurement and implementation.

3.143 The Committee also recognises that under the proposed
part tendering arrangements for the supply of implementation
quantities of equipment and software, the Department of Defence
will be involved in some project management activity which would
otherwise be performed by a prime contractor. However, this
project management will have to be paid for, whether performed by
Defence or by a contractor. The Committee does have concerns
about the supply of technical manpower £or Project DESINE,
However, the Department of Defence already performs a project
management function for its existing systems and suppliers, and
clearly has the expertise and resources to continue to do so for
the much smaller number of systems and suppliers who will be
involved in DESINE contracts, As discussed in the section of
Chapter 3 entitled 'Prime Contractor Arrangements', the Committee
believes that the level of technical support required for this
project management task has been overstated by Defence and it is
well within the Department's capabilities to perform it.

3.144 The Committee concludes that:

. the Department of Defence intends the
accomplishment of two separate tasks under the
five year period contract with a prime
supplier which it has proposed for Project
DESINE:

- to select, acquire and prove a network
architecture ; and

- to procure implementation quantities of
compatible equipment and software for
the Supply and Manpower Systems
Redevelopment Projects;

. a two~-stage procurement arrangement for
Project DESINE is feasible and desirable to
permit these two tasks to be completed and to:

- minimise the risks of major cost
overruns resulting from any delays or
complications in establishing and
proving a network architecture;

- permit broader competition and therefore
better prices and performance,
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especially when implementation
quantities of equipment and software are
being procured; and

- increase the opportunities for
Australian firms to supply equipment and
software in compliance with the
established network architecture;

. although a two-stage procurement arrangement
may involve some additional administrative
costss

- it need not cause any delays to the main
implementation phase of the Supply
Systems Redevelopment Project which is
not scheduled to commence until 1990;
and

- any additional costs resulting from
conducting two tenders and from any
consequent small delay, are more than
justified by the reduced risks, greater
competition and greater opportunities
for Australian industry participation
which will result.

3.145 The Committee's recommendations for the conduct of the
Stage 1 and Stage 2 tenders are given below. The Committee has
specified what it believes should be the basic features of the
respective requests for tenders., Beyond this it considers that it
should be a matter for the Department of Defence to decide the
precise timing of these stages, the extent and nature of the
systems to be used in the proving of the network architecture in
Stage 1 and other matters of detail which require an intimate
understanding of the Department's computing environment and
requirements.

Stage 1 Tender
3.146 The Committee recommends that:
8 the Department of Defence issue a Stage 1
request for tender for a single prime
contractor to supply:

- a network architecture for Project
DESINE;

- sufficient equipment and software to
test and prove that architecture; and

- a communications gateway to link Project

DESINE equipment to Defence's existing
equipment;
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the Stage 1 request for tender clearly
indicate to potential suppliers of a network
architecture and associated demonstration
equipment and software that:

- this is the first stage of a two-stage
tendering process, as outlined above;

- the network architecture which is

10

Stage 2 Tender
3.147 The
11

supplied by a prime contractor in Stage

must be demonstrated to be
non-exclusive to the equipment and
software supplied by that prime
contractor; and

- the supplier of the network architecture
may be requested to demonstrate that
non-exclugivity by integrating equipment
and software from other vendors;

the extent to which the proposed network
architecture will admit other firms' and
particularly Australian firms', equipment and
software be a specific evaluation criterion in
the Stage 1 tender. This could be demonstrated
by evidence that:

- the specification of’ the prime
supplier's network architecture is
available to other firms;

- equipment and software products of
other, and particularly Australian,
firms are currently available which
cogform with this network architecture;
an

- other firms, particularly Australian
firms, are able and prepared to develop
products which conform with this network
architecture.

Committee also recommends that:

the Department of Defence issue a Stage 2
request for part tenders to supply
implementation quantities of different
categories of equipment and software
compatible with the selected network
architecture; and
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12 the level of Australian industry participation
be a specific evaluation criterion and be
given a substantial weighting in the
evaluation of Stage 2 tenders.

3.148 The Committee also considers that, given the size and
extended implementation periods for the first two major
redevelopment projects to be implemented under Project DESINE, a
staged approach should also be adopted in their implementation.

3.149 The Committee does not consider that at this time, even
the £first sub-projects of the Supply and Manpower Systems
Redevelopment Projects (SSRP and MSRP) are in an adequate state
of preparedness to permit their commencement. The Committee's
detailed views on this matter are given in the section of Chapter
3 entitled 'Cost-Effectiveness and Cost-Benefit Analysis'. The
Department of Finance has confirmed the Committee's view that the
Department of Defence has not provided an acceptable cost-benefit
analysis for the SSRP and MSRP.56 The Committee therefore
recommends that Stage 2 of Project DESINE should not commence
until the systems definition and cost-benefit analysis necessary
to support the first sub-projects of the Supply Systems
Redevelopment Project are complete.

3,150 The Committee also recommends that equipment
acquisitions for other projects, including the Manpower Systems
Pedevelopment Project should not commence until at least the
first major sub-projects of those projects have been fully
defined and cost-benefit justified. Where the capital expenditure
on equipment for these projects exceeds $5 million, as will
certainly be the case for the MSRP, the Committee expects to
receive a separate submission under its standing reference to
examine and report on major computer acquisition proposals.

3.151 The Committee also expects that these submissions will
include comprehensive plans for the monitoring of the performance
and benefits resulting from the progressive implementation of
these projects. The Committee believes that because of the size
of, and long time period for the implementation of the SSRP and
MSRP, Defence should adopt a conservative approach to the
implementation of these major redevelopments whereby their
individual sub-projects and stages are progressively developed
and reviewed in the 1light of preceding stages and changing
technology. This will require the ability not only to monitor the
costs incurred in comparison with those initially asserted, but
also to monitor the benefits achieved in comparison with those
asserted at the time the project was approved. The Committee
refers the Department of Defence and other departments proposing
major, long term computer projects to comments made by the
Department of Finance on this and related matters.

56. Appendix 11, page 1
57. Appendix 11
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Further Submissions

3.152 The Committee recommends that the Department of Defence
provide to the Committee and subsequently to Cabinet:

13 a supplementary  and sucecinct submission
(Submission 1) as soon as possible which sets
out proposed general arrangements for the two
stage procurements and detailed arrangements
for Stage 1 procurements including:

- the numbers, types and cost of equipment
and software necessary to test and prove
the selected network architecture in
Stage 1; and

- the broad specification of the network
architecture to be included in the
Stage 1 request for tender;

14 a further submission (Submission 2) as per the
Committee's guidelines for submissions under
its standing reference, which sets out
detailed proposals for Stage 2. This
submission will be made only when Stage 1 is
complete, and detailed planning for the first
sub~projects of the Supply Systems
Redevelopment Project is also complete. It
will include:

- the results of the Stage 1 evaluation
and trial implementation of the selected
network architecture;

- a full definition of the first
sub-projects of the Supply Systems
Redevelopment Project, and the
cost-benefit and other information
necessary to support them;

- comprehensive plans for monitoring the
performance of, and benefits resulting
from these sub-projects; and

- an indication of the proposed part
tendering arrangements and the expected

level of Australian industry
participation in the Stage 2 contracts;
and
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15 additional submissions for any other projects,
including the Manpower Systems Redevelopment
Project, to be implemented under DESINE, as
and when required under the Committee's
standing reference to examine and report on
major aDP acquisition proposals over
$5 million.

3,153 The Committee further recommends that:

16 the Department of Defence provide an annual
progress report to the Department of Finance
and this Committee which summarises progress
to date on Project DESINE and its component
projects against agreed plans. This report
will detail:

- the benefits achieved in comparison with
those initially asserted at the time of
project approval;

- the costs incurred to date in comparison
with those initially asserted;

- the degree of Australian industry
participation achieved; and
- the proposed expenditure for DESINE
projects for the following financial
year.
3,154 The Committee's recommended two-stage procurement and

implementation strategy for Project DESINE and its
recommendations concerning further submissions are summarised in
a diagram at Appendix 15.

Data Communications in Project DESINE

3.155 As a result of the new directions for administrative
computing within Project DESINE there will be extensive
requirements for data communications. Such requirements are not
entirely new but they will be increased. Defence has been using
computer networks for similar applications since the mid-1970s.
Because in general the data being transferred have been
administrative in nature, most of the communications involved
have used the facilities of Telecom. Defence proposes to replace
the use of Telecom services for administrative computing with its
own Defence Strategic Communications Network, and more
specifically the planned element of that communications network
which handles sensitive material -~ the Defence Integrated Service
Communications Network (DISCON)., DISCON will be introduced
progressively between 1987 and 1990, In its initial form DISCON
will provide non-switched data communications services and will
be later developed to provide packet switching services for
classified and non-classified data communications.

3.156 Telecom has a packet switching capability and for
reasons of economy, it is commonly used by many Australian
operators of multi-computer installations. Where a degree of data
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protection is deemed necessary, such as in the case of financial
institutions, security can be achieved by the use of commercially
available devices. This technique does not afford the same
protection as military cryptographic systems and guarded premises
which are designed to ensure high level national security.
Nonetheless, it is commonly used to £foil all but the most
determined dinterlopers who would have to be equipped with
extremely sophisticated and expensive interception systems to
penetrate Telecom's secure communications systems.

3.157 The fact that Defence has hitherto regularly used
commercial transmission systems for exchanging data in its
administrative computing systems suggests to the Committee that
no high level national security requirements exist in this area.
The Defence submission contains no detailed discussion of
requirements for special security measures. Recognising that the
primary purposes of the systems proposed at this time for Project
DESINE are supply, manpower, payroll and the like, the Committee
finds this intuitively understandable.

3.158 Although in testimony at the public hearing concerning
SSRP the Department asserted that ',..the communications ... are
confidential and secret', the Committee found no other indication
in the submission that high level security is a material
requirement for this system.®8 That coupled with the fact that
ordinary commercial communications provided by Telecom have
carried these data for a decade or more, would obviously call
into question any subsequent claim by the Department that high
level security is now necessary.

3,159 The Department intends to change its current
cormunications practices for administrative computing with the
implementation of Project DESINE. In outlining its intentions
regarding data communications, the Department states:

Present indications are that in the long-term most
data communications needs for administrative
computing will be provided via the Defence
Strategic Communications Network. The key element
of this network is the planned and approved
Defence Integrated Secure Communications Network
(DISCON) which will be introduced progressively
between 1986 (now 1987) and 1990. The inijtial
DISCON implementation will provide non~switched
data communications services, The provision of
packet switching services for <classifieda and
non-classified data communications is planned as a
further development.

The move from the existing situation to reliance
upon the Defence Strategic Communications Network
will involve various transition arrangements, each
with different combinations of TELECOM {possibly
bcth Digital bata Service and Austpac) and Defence

58. Minutes of Evidence, op. cit., pages 29 and 30
59. RAppendix 6, Annex B and Defence Submission, op. cit.,
Enclosure 44, page 11
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owned facilities, The precise nature of these
arrangements will evolve as planning for DESINE,
SSRP, MSRP, DISCON and rel ated projects
progresses.

Defence Strategic Communications Network (DSCN)
plans cover requirements for secure and non-secure
data communications. As its title suggests, the
Defence Integrated Secure Communications Network
(DISCON) Project covers requirements f£or secure
communications., Planning for both non-secure and
secure {DISCON) elements of DSCN to incorporate
packet switching is proceeding on the basis that
it is a cost-effective network solution.

3.160 At the public hearing, Defence confirmed that the
desired capability of packet switching does not currently exist
in DISCON. The Committee infers that a further and separate
submission for capital and operating funds will have to be made
to provide the packet switching augmentation to DISCON which
Defence proposes.

3.161 The two major alternatives for providing data
communications would therefore appear to be the continued use of
Telecom or use of DISCON with the attendant extra cost of the
packet switching augmentation.

The Committee concludes that:

the decision to use DISCON for Project DESINE
administrative data communications, implies
the requirement for an additional capital
investment in DISCON to increase its
capabilities and for additional maintenance
and support costs. This investment may exceed
the costs of using existing Telecom services.

3.162 The submission, however, contains no cost-effectiveness
justification for selecting between DISCON or Telecom. The
Committee is tempted to conclude that no such justification was
included because such an analysis may not support the selection
of DISCON.

3.163 The Committee also concludes that:

the proposed use of DISCON for project DESINE
data communications has not been justified on
cost-effectiveness grounds.

3.164 At the public hearing, Departmental representatives
were asked what cost comparisons had been done between using
Telecom or DISCON. The Committee was informed that some costs
have been examined for the SSRP element of DESINE because the
SSRP is the most advanced project. It was argued that although
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the SSRP handles information ranging in security classification
from 'restricted' to 'secret', as the data take on an aggregated
form they become sensitive because they indicate some aspects of
defence capability, The Committee was informed that because of
that aspect ‘'we really have not put that cost [of DISCON}
directly against use of the Telecom Austpac data network. We have
tended to stay inside DISCON because of its secure nature...'

3.165 The Committee concludes that:

no case has been adduced by the Department of
Defence to show that the proposed
administrative computing  systems to be
implemented under Project DESINE will require
the high levels of security provided@ by the
DISCON system,

3.166 The Committee recommends that:

17 the Department of Defence make no change from
its present use of Telecom services for data
communications for administrative computing,
unless and until such a change is separately
proposed and justified on the grounds of a
high level, national security requirement or,
on the basis of a cost-effectiveness analysis.

Technical Staff Resources

3.167 Project DESINE will require very large, technical
computing staff resources for its implementation. Defence
estimates combined computing staff requirements for the Supply
and Manpower Systems Redevelopments (SSRP and MSRP) at 3300 man
years., Details of these estimated requirements are provided in
the Defence submissions. The Committee has summarised some of
this information in Table 2 in Chapter 2 of this Report.

3.168 Defence plans to use a combination of technical and
non-technical, civilian and Service staff, supplemented where
necessary by contract staff to meet these requirements., For
example, the total staff requirement for the SSRP is estimated at
2588 manyears of which:

. 843 manyears will be met using civilian Computing
Systems Officers (CSOs);

. 597 manyears will be met using both civilian and
Service staff for non-programming work;

. 693 manyears will be met by using both civilian and
Service staff, who do not have formal computing
qualifications but do have considerable programming
skills; and

60. Minutes of Evidence, op. cit., page 30
61. Appendix 1, Vol III, page 7; Appendix 6, Annex C; and
Appendix 13
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. 425 manyears of additional contractor effort will
be required.

3.169 The Committee considers that it is likely that Defence
has underestimated its staffing requirements for the SSRP and
MSRP. Defence proposes, consistent with the DESINE strategy of
functional decentralisation, to downgrade the Defence Central
Computing Division, and to establish separate computing service
organisations within the Supply and Manpower Divisions. 1In
addition, the role of the computing service organisations are to
'diminish' over time to one of setting and controlling computing
standards, while the development of new applications and systems
will be undertaken in the decentralised functional areas.

3.170 Under such a strategy of decentralisation there is a
tendency for the diminishing centralised functions to diminish at
a lesser rate than the decentralised functions grow. In
consequence the Committee believes that it is 1likely that
computing staff requirements will be even greater than Defence
predicts, There is also of course, the additiomal risk that the
'labryinthine procedures” associated with the former
centralised administrative computing bureaucacy, will be replaced
by two sets of such procedures.

3.171 As discussed in the section of Chapter 3 entitled
‘Prime Contractor Arrangements', the technical computing staff
resources required to develop and maintain the functionally
decentralised computing system would be substantially greater,
were not Defence also planning to implement a standardised
computing environment. Nevertheless the technical staff resources
required fer the presently planned redevelopment projects will be
very large. The Committee has serious concerns about the capacity
of the Department of Defence to attract and retain the level of
technical computing staff required for the successful and
undisrupted implementation of these projects.

3.172 There has been for some time now a serious shortage in
the supply of technical computing staff, particularly those
specialising in computer systems development. Demand for these
has and continues to far exceed supply in the market generally.
The recruitment and retention of professional computing staff in
the Public Service has been an even greater problem because of
the inflexibility of «classifications and salary scales in
responding to changing market demands. This has presented major
problems in the implementation of recent large computing projects
in the Public Service such as the Stratplan project in the
Department of Social Security where delays and cost overruns
resulted and where recourse was then taken to the use of contract
staff with, this Committee believes, sometimes unsatisfactory
results,

3,173 The Committee sought and received advice from the
Public Service Board about the current difficulties being
experienced in recruiting technical computing staff. It also

communicated its concerns to the Department of Defence that the

62. Defence Submission, op. cit., Enclosure 43, page 3
63. Appendix 12
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proposed schedule for ©Project DESINE appeared to be very
optimistic in its assumption, that large numbers of technical
computing staff can be found.

3.174 The Public Service Board's response and in particular
the data enclosed on recent shortfalls in the supply of computing
staff in the Public Service, confirm the Committee's concerns.b
In summary the Board's data indicate the following recruiting
shortfalls in the Public Service as a whole (the percentage
difference between the number of Computing Service Officers
required and the number recruited) over the last 5 years:

Year Shortfall (%)
1981/82 12
1982/83 10
1983/84 19
1984/85 29
1985/86 54
3.175 These figures clearly indicate a serious and

deteriorating situation. The Board acknowledges the severity of
the problem and indicates some of the steps it is taking to
address the problems:

. investigating possible steps to relax existing
qualifications requirements for Computer Systems
Officers in order to broaden the pool of
applicants;

. streamlining promotions and assessment procedures
to improve the attractiveness of the Public Service
for Computer Systems Officers; and

. surveying rates of pay for computing staff paid by
other employees as a possible basis within the
National Wage Case guidelines to adjust Service
rates.

3.176 The Public Service Board's advice however is not
optimistic. The Board concludes that while such measures may
ameliorate the problem, because of the industry-wide shortage of
computing staff 'problems are likely to persist in this area for
some time to come'.

3.177 The Department of Defence advised the Committee in more
optimistic tones, of the steps it is taking to address this
probiem. These include the intensification of internal
recruitment from non-computing staff areas, training programs and
the use of external contractors where needed®/,

64. Appendix 3

65. Appendix 12, Attachment A

66. Appendix 12, Attachment A, page 2
67. Appendix 6, Annex C
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3.178 Although these types of measures indicate a positive
attitude by Defence to a serious supply problem, they are
unlikely to do more than ease the already severe strains on the
supply of technical computing staff. They are unlikely to
generate the large numbers of technical staff required for the
SSRP and MSRP in an environment where the supply shortfall in the
Public Service is growing rapidly. Indeed, should the Department
of Defence be successful in recruiting large numbers of computing
staff, this may, given the size of Defence's requirements,
seriously prejudice the supply of such staff to other departments
in the Public Service.

3.178 The Committee believes that the danger exists of
unpredicted and therefore costly delays occurring in the Supply
and Manpower Systems Redevelopments because of shortages of
technical computing staff, The Committee notes that the peak
demand for these projects will occur in the period 1988 to 1993
when 2125 manyears of effort will be reguired. During this
critical period the Department will still be maintaining and to
some degree enhancing its existing central computing systems
while the DESINE systems are under development.

3.180 As the Defence submission states:68

+++ the short term strategy for Defence computing
is to:

a. maintain the viability of the central systems
which represent a very large investment in
equipment and manpower and constitute the core
of administrative computing upon which each of
the Services and Defence Central depend;

b. enhance the central systems within the bounds
of limited funds and consistent with the
policy of functional decentralisation and the
migration to DESINE; and

c, facilitate the introduction and effective
implementation of User Development Computing
Systems, again within the limits of available
funds.

3.181 The Committee believes that Defence should critically
review its currently planned implementation schedule for the SSRP
and MSRP so0 as to reduce this peak by rescheduling, and if
necessary, deferring individual redevelopment tasks. It does not
consider that the greater use of contract programmers is likely
to provide a cost-effective solution to the shortage of in-house
technical staff. The Committee notes that there have been some
notably rapid migrations of departmental in-house staff to
private contracting firms in circumstances where departments have
resorted to the heavy use of contract programmers. The solution
has to some degree exacerbated the problem.

68. Defence Submission, op. cit., Enclosure 43, page (ii)
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3.182 Finally, the Committee cannot but conclude that the
supply of adequate numbers of technical computing staff will
continue to be a major problem in the implementation of major
computing projects. The cost-effective implementation of such
projects may be as dependent on the availability of qualified
computing staff as on the availability of funds.

3.183 The Committee concludes that:

. the proposed schedule for Project DESINE
appears to be over optimistic in assuming the
availability of 1large numbers of technical
computing staff;

. as a consequence the danger exists of
unexpected and costly delays occurring in
Project DESINE redevelopments because of
shortages of technical computing staff; and

. the supply of adequate numbers of technical
computing staff will continue to be a major
problem in future in the implementation of
major computing projects in the Australian
Public Service.

3,184 The Committee recommends that:

18 the Department of Defence reschedule some of
the concurrent redevelopment tasks presently
included in the Supply and Manpower Systems
Redevelopment Projects, so as to reduce the
large peak demand for technical computing
manpower which now exists during the period
1988 - 1993; and

19 technical staffing requirements and proposed
measures to meet them be addressed as specific
issues in all major computer acquisition
proposals submitted to Cabinet and/or this
Committee.
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CHAPTER 4
THE PROPOSED: PROCUREMENTS FOR THE OFFICE OF DEFENCE PRODUCTION

. Acquisition of *Surplus‘ Computer
. Contract Form for the Office of Defence Production
Procurement

Acquisition of ‘Surplus' Computer

4.1 The Department of Defence proposes to acquire
additional computing capacity for the Manufacturing Computing
Bureau (MCB) within the Office of Defence Production (ODP). This
additional capacity would not be required before December 1987
when it is planned to have a five year period contract in place.
Initial expenditure in 1987/88 would be approximately
$4.1 million with an additional $2.0 million to be expended over
financial years 1988/89 to 1990/91. The additional capacity being
sought is stated to be required to accommodate the planned growth
in computing-based services across the various manufacturing
establishments which comprise the Office of Defence Production.d

4.2 The original Defence submission, dated 23 April 1986,
emphasizes the thoroughness of the 2planning undertaken in the ODP
to date and includes the statement:

Forecasts of the growth in demand on the
Manufacturing Computing Bureau show that the
equipment presently installed and on order will
run out of capacity before December 1987, During
1987/88 therefore, additional capacity must be
provided in the form of replacement processors,
additional disc storage and further communications
equipment, at an estimated cost of $4.1 million in
1987/88.,

4.3 No mention was made in this submission or at the
Committee's subsequent public hearing on 5 June 1986 of the need
to acquire additional ‘interim' computing capacity for the ODP's
Manufacturing Computing Bureau before the 1987/88 financial year.

4.4 The Committee was therefore surprised when on 13 June
1986 Defence indicated in coxrespondence with the Committee that
the information contained in the original submission was no
longer current and that the ODP would be seeking to acquire a
'surplus' mainframe computer that had recently become available
in the Commonwealth Bank as the most 'cost~effective approach to
meeting interim capacity reauirements at the Manufacturing
Computing Bureau [of the ODP]‘.

1. Appendix 1, Vol IV, page 1
2. Appendix 1, Vol 1V, page 1
3. Appendix 7, page 3.
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4,5 In further correspondence dated 24 June 1986 Defence
indicated that it wished to purchase this 'surplus' computer from
the Commonwealth Bank at a value of $1.85 million before the end
of the 1985/86 financial year; ie within a week of notifying the
Committee of its intentions.4

4.6 The Committee was informed in this correspondence that
the ODP had been aware of a shortfall in capacity and of the
possibility of purchasing a second hand computer since mid-May.
The Committee was understandably perturbed that it was not
informed of these concurrent developments earlier and certainly
when it held a public hearing on 5 June 1986.

4.7 The Committee also has good reason to believe that this
purchase would have proceeded without the Committee's knowledge
and without the Committee having the opportunity to assess its
impact on the proposals contained in the original Defence
submission of 23 April 1986, had not the Purchasing and Disposal
Division of the Department of Local Government and Administrative
Services declined to take any procurement action until the
Committee had been consulted.

4.8 In summary, the Committee believes that the Department
of Defence and the Office of Defence Production have been less
than forthright with the Committee on this matter.

4.9 The purchase of the 'surplus' computer did not proceed
in the 1985/86 financial year. The Department of Local Government
and Administrative Services has subsequently advised that a
direct purchase from the Commonwealth Bank could not proceed
without other potential suppliers being invited to bid for this
business. In consequence the purchase cannot proceed under any
circumstances before mid-September.

4.0 Defence provided further information to the Committee
about the proposal on 11 July 1986.5 The Committee has reviewed
that information and notes that the train of events which lead to
the proposal to acquire the ‘'surplus' computer for the ODP is
regrettable to say the least.

4.11 The Office of Defence Production currently owns Amdahl
V8 and V6 mainframe computers, The V8 was purchased in September
1985 and is installed and operating in Jensen House in Melbourne.
It has sufficient capacity to meet the ODP's projected
requirements until the end of 1986. The V6 computer is currently
not in use but has been warehoused for some time with thne
intention of recommissioning it at the end of 1986, when
additional capacity will be required.

4.12 It has been the ODP's jintention since late 1985 to use
both the V8 and V6 processors, with minimal supplementation from
an external bureau if necessary, to meet its requirements up
until the end of 1987 when new equipment could be purchased under
the

4. Appendix 8, page 3
5, Appendix 9
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proposed five year ODP period contract, However the existing
accommedation in Jensen House could not simultaneously house the
V8 and V6 computers, Since Jensen House was designated for
demolition under the Victorian State Government's ‘'Victoria
Project', an upgrade of the Jensen House accommodation was not
considered cost-effective. In May 1985 Defence commenced planning
for alternative computer accommodation in the Plaza Building at
350 st Kilda Road. Tenders were called in September 1985 by the
Department of Housing and Construction for the required
refurbishment. Work was to commence in November 1985 and to be
completed by March 1986. This would have provided sufficient
accommodation for both the V6 and V8 computers and well in
agvance of the expected date (December 1986) for recommissioning
the V6.

4.13 However, in November 1985, just at the time work was
scheduled to begin on the Plaza Building, Defence was advised
that the loading capacity of the Plaza Building was inadequate to
house modern computing equipment., The Committee notes that this
oversight cost the Department about 6 months planning effort, but
still left it over 12 months to f£ind alternative accommodation
for the V6 and V8 computers.

4.13 The search recommenced and in the Department's own
words:

Following the decision not to proceed with the
Plaza building, DOLGAS sought alternative suitable
accommodation for the MCB. Because of the urgency
of the requirement fully fitted or purpose built
accommodation was initially sought, however this
could not be found and appropriate leased
accommodation requiring £it out was then sought.
Suitable premises were identified in March 1986
and a lease is being negotiated. Detailed planning
for fit out by DH&C will commence when a lease has
been negotiated. Current estimates by DH&C are
that occupancy of the identified premises would
not be available before November 1987,

4.15 The Committee has not, in this inquiry, sought
comments on this representation of events from the other
responsible agencies, the Property Directorate of the Department
of Local Government and Administrative Services and the
Department of Housing and Construction. However based on the
information provided by the Department of Defence, the Committee
concludes that there has been an unacceptable failure in planning
and/or action by the Department of Defence and/or one or more of
these other responsible agencies. From a situation in May 1985
when the ODP had over 18 months lead time to secure suitable
computing accommodation, the situation as of July 1986 is
asserted to be that no suitable accommodation can be provided
until November 1987. This means that it will have taken almost
two and a half years since the need was identified, to provide

6. Appendix 9, page 1l
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accommodation for the ODP's existing V6 and V8 computing
equipment. One month after this accommodation becomes available
in November 1987 the Department proposes to purchase new
equipment to replace the V6 and V8 i.e. at the end of 1987.

4.16 Delays in securing suitable accommodation to house the
equipment already owned by ODP and which could have met its
capacity requirements up until late 1987, have resulted in a
proposal to buy $1.85 million of additional equipment (the
'surplus' computer) which can apparently be housed in existing
accommodation at Jensen House.

4.17 The Committee is unable to establish on the information
available which of the Department of Defence, the Property
Directorate of the Department of [Local Government and
Administrative Services, and the Department of Housing and
Construction is primarily responsible for this situation.
However, it is clear that because of the failure of one or all of
these agencies to do its job properly, and plan for and provide
suitable accommodation for existing computing equipment, the
Department of Defence proposes to expend substantial additional
funds on alternative equipment.

4.18 The Committee concludes that:

. the Office of Defence Production failed to
secure suitable working accommodation for a
warehoused computer already owned by the
Office and which could have met its interim
computing capacity requirements up until the
end of 1987;

. in consequence the Office maintains that this
equipment cannot now be used to meet the
Office's interim computing capacity
requirements for its Manufacturing Computing
Bureau as originally planned;

. this situation represents an unacceptable
failure of planning and action by the Office
and/or the Department of Local Government and
Administrative Services and the Department of
Housing and Construction in not ensuring
suitable accommodation was provided for the
existing equipment; and

. instead the Office proposes to expend
substantial additional £unds ($1.85 million)
to purchase a ‘'surplus' computer which has
become available in the Commonwealth Bank.

4.19 The Committee intends to use this as a case study in
its current inquiry into the Administration of the Commonwealth's
Property Functions. It will be requesting submissions from the
Department of Local Government and Administrative Services and
the Department of Housing and Construction explaining the reasons
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for the previous delay in the procurement of accommodation and,
how further delay in the procurement of accommodation can be
reduced.

4.20 The Committee recommends that:

20 the Department of Local Government and
Administrative Services and the Department of
Housing and Construction make submissions to
the Committee's inquiry into the
Administration of the Commonwealthls Property
Functions, explaining the reasons for the
delay in providing suitable accommodation for
the oOffice of Defence Production's existing
equipment.

4.21 The Committee also has serious doubts about the
accuracy of the computing capacity projections which have been
used as the basis for the Office of Defence Production’s proposal
to buy a 'surplus' computer. The Committee believes that these
capacity estimates are likely to be inflated for two reasons.

4.22 Pirst, the capacity projections for the Manufacturing
Computing Bureau were made by two major computer vendors. The
Committee notes that both these vendors are existing or potential
suppliers of IBM compatible equipment to the ODP and hence the
'independence’ of their capacity projections must remain open to
some doubt.

4.23 Second, the Committee also believes that current and
projected demand for services by the ODP's factories from the
Manufacturing Computing Bureau is unlikely to reflect the full
cost of providing those services. Currently a notional charging
system only is wused for the services provided by the
Manufacturing Computing Bureau, although a decision has
apparently been made that the Bureau 'will move to actual
charging with full cost recovery in a phased manner'7,

4.24 However, in the absence of these full charging and cost
recovery arrangements, the demand for computer services from the
Bureau will almost certainly be in excess of that which can be
cost~benefit justified. The Committee has no doubt that there is
scope for reducing that demand significantly without overall
detriment to the cost-effectiveness of the ODP’s current
operations.

4.25 In its submission to this Committee the Office of
Defence Production states:

The central task of ODP is the management of
Government defence factories and dockyards with
the goal of more commercial orientation and the
injection of realistic market perspectives into
planning and production. As part of the process of
commercialisation modern computer based systems

7. Appendix 9, page 9
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are being introduced. These systems are playing an
increasingly vital role in the establishment of an
economic, efficient and commercially viable
defence production capability;8 and

Commercialisation includes. the introduction of
full costing and progressive extension of trust
account financing to all esgtablishments. It also
requires the installation of modern computer based
production control, inventory, project management
and cost accounting systems ...

4,26 The Office of Defence Production's aspirations to give
its operations a more commercial orientation, and to that end to
introduce full costing to all establishments, are commendable.
Computing systems can and should play a prominent role in
achieving these objectives. The Committee however would point out
that these computing systems should be justified and operated in
accordance with the same 'commercial' principles and costing
arrangements which are advocated for the Office's general
operations. The acquisition of new computing equipment should be
fully cost-benefit justified and the demand for computing
services should also be regulated by full charging and cost
recovery measures.

4.27 The Committee concludes that:

the capacity demand projections on which the
proposal to purchase a ‘surplus! computer is
based are likely to be inflated by the absence
of any real user charging and cost recovery
for the HManufacturing Computing Bureau's
services,

4.28 The Committee recommends that:

21 the Office of Defence Production introduce, as
a matter of high priority, real user charging
and cost recovery for the Manufacturing
Computing Bureau's services to ensure that the
level of use of these services is fully
cogt-benefit justified.

4.29 The Department's original submission projects costs for
computing~related activities of the ODP, and that projection
includes a line item for the use of external bureau services to
augment internal factilities. The line item fluctuates over the
years 1984/85 to 1988/89, but the 1last planned amount,
$1.88 million for 1988/89, would appear to be useful as a guide
to the expected external bureau usage, because the original
Defence submission proposed that the new computing equipment
would be installed and operating before that time (i.e. in
1987/88).

8. Appendix 1, Vol V, page 2
9. Appendix 1, Vol V, page 2
10. Appendix 1, Vol V, page 3
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4,30 Comparing the abovementioned $1.88 million for 1988/89
with the amounts of $2,02 million for 1986/87 and $2.23 million
for 1987/88 suggests that something of the order of (2.02-1.88)
plus (2,23-1.88), or $0.49 million was initially estimated to be
the extent of outside commercial bureau augmentation which would
be needed during those two years to compensate for shortages in
installed computing power. This figure stands in marked contrast
to the amount of $2.08 million for the 1987 calendar year _alone,
which was cited by Defence in its supplementary submission.

4.31 The Department's submission of 11 July 1986 also states
that the proposed acquisition of interim computing capacity (ie
the purchase of a surplus computer) has no impact on the original
proposal put to the Committee to acquire additional rew equipment
commencing in late 1987. The Committee has some difficulty in
reconciling this assertion with the:

. a statement in Defence's original submission that
the equipment presently installed and on _order will
run out of capacity before December 1987;12

. a statement in the same submission that §4.1
million funds for new equipment will be requested
in the 1987/88 financial yearl3; and

. a statement in Defence's request for a Certificate
of Exemption to the Department of Local Government
and Administrative Services that the purchase of
the ‘surplus' computer will provide sufficient
proceiiing power to meet ODP's requirements to mid
1

4.32 The Committee deduces from the last and presumably,
most accurate statement, that if a 'surplus' computer were
purchased in 1986, it would permit the deferral of any
expenditure on new equipment for the ODP's Manufacturing
Computing Bureau from the 1987/88 to the 1988/89 financial years.

4,33 The Committee is not pursuaded that the purchase of
additional computing capacity for the ODP is imperative at the
end of 1986. It believes that the purchase of additional interim
computing capacity could be avoided and the increased use of
external bureau services could likewise be avoided if:

. the ODP undertakes a serious and critical review of
the services provided by the Manufacturing
Computing Bureau with a view to deferring
additional lower priority services until suitable
accommodation can be found for its existing
computing eqguipment and/or new equipment is
obtained;

11. Appendix 9, Annex C
12. Appendix 1, Vol V, page 1
13. 1bid., page 1
14. Letter to DOLGAS from Assistant Secretary, Computing and
Systems Branch, Department gf Defence, 19 June 1986, page 2
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. the Department of Local Government and
Administrative Services takes the necessary urgent
action to advance the provision of accommodation
for existing equipment to no later than June 1987;
and

. the request for tender for new equipment for the
Office of Defence Production is issued as soon as
possible and independently of the Project DESINE
tender, so as to permit the delivery of new
equipment to the Office well before the end of
1087,

4,34 The Committee recognises that there may be some
administrative cost savings in progressing the ODP and Project
DESINE tenders together, However in view of the Committee's
recommendations that the small systems tender not proceed (refer
Chapter 5) and that the Project DESINE tendering arrangements be
amended (refer Chapter 3), the Committee believes that the ODP
tender should be progressed independently and urgently. The ODP's
requirements are already clearly defined and quite independent of
those of Project DESINE. In view of the ODP's current
difficulties in providing interim computing capacity, and the
substantial costs of purchasing either a ‘surplus' computer
and/or external bureau services, the Committee believes that the
purchase of new computing equipment for the ODP should be
advanced as quickly as possible.

4.35 The Committee recommends that:

22 the Department of Defence expedite the Office
of Defence Production!s tender independently
of the Project DESINE tender, to allow new
computing equipment to be delivered to the
Office as soon as possible;

23 the Office of Defence Production review its
capacity demand projections for the
Manufacturing Computing Bureau with a view to
deferring the provision of lower priority
services until suitable accommodation can be
found for its existing equipment and/or new
equipment is delivered; and

24 the Department of [Local Government and
Administrative Services take the necessary
urgent action to accelerate the provision of
suitable accommodation for the Officels
equipment.
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Contract Form for the Office of Defence Production Procurement

4.36 As in the case of Project DESINE, Defence proposes in
its original submission to utilise a five year period contract
with a single prime contractor to acquire the additional
equipment needed by the Office of Defence Production in its
Manufacturing Computing Bureau. Unlike Project DESINE, however,
the network architecture for this application has already been
defined and specified as IBM's ‘'Systems Network Architecture!,
known simply as SNA.

4,37 The submission points out that although SNA is an IBM
product, because of its wide use throughout <the computing
industry it has become a well-accepted network architecture and
it is supported by a number of computer manufacturers. In the
mainframe area alone, there are four suppliers operating in
Australia which have the ability to tender for this proposed
acquisition. When small microcomputers are added, the number of
potential suppliers increases even further.

4.38 However during the public hearing conflicting evidence
was given by Defence that suggested strongly that a prime
contractor arrangement was neither a mandatory requirement nor
was it even necessarily desirable. The Chief of Defence
Production stated:18

An option is that we have one prime contract to
handle all of that. I believe that might not be
the best way to go. It may well be that this
hierarxchy of requirements could be satisfied by a
number of contractors which, I  think, is
consistent with the thrust of some, of the
questions that you put ...

4.39 This evidence of course contrasts with that of the
original submission which proposes that:19

prime contractors will be sought in three areas,
[including the following for ODP requirements]:

Category 'B'. The requirements are for IBM
compatible equipment for those areas with
existing large investments in that
architecture, A wide range of products will be
required, «..

4.40 Regardless of these conflicting representations about
the need for a single prime contractor, the Committee's view is
that the complexities of acquiring and managing the initial
installation of a new network architecture which exist for

15. Appendix 1, Vol II, page 1

16. Defence Submission, op. cit., Enclosure 4B, page 14
17. Minutes of Evidence, op. cit., page 22

18. 1Ibid., page 61

i9. Appendix 1, Vol II, page 1
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Project DESINE, do not exist in the the ODP acquisition. A
network architecture and related standards already exist for the
ODP computing enviromment; they are proven and systems using them
have already been installed.

4,41 In the interests of economy and maximum competition in
the tendering process, and also to maximise opportunities for
Australian industry participation, the Committee believes part
tenders should be called for the ODP's computing requirements.

4.42 The Committee concludes that:

. the requirement for a single prime contractor
to minimise risk and complexity is not the
first priority in the planned computer
acquisitions by the Office of Defence
Production; and

. part tendering arrangements are justified by
the greater levels of competition and
opportunities for Australian industry
participation which will result.

4.43 The Committee recommends that:
25 the Department of Defence invite part tenders
for the proposed five-year period contract to

be established for the supply of equipment to
the Office of Defence Production.
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CHAPTER 5
THE SMALL, STAND~ALONE SYSTEMS CONTRACT PROPOSAL

5.1 The Department of Defence states that the Department
will have requirements for stand-alone microcomputers and small
office systems which will be unrelated to similar equipments
which might be acquired for Project DESINE or by the Office of
Defence Production. It is proposed that this stand-alone
equipment be acquired from a single prime contractor under a five
year period contract.

5.2 Defence, having stated these broad requirements,
neither states the precise nature of the need, nor presents
anywhere in  the submission the facts surrounding its
identification. No quantities or costs of equipment are given,
and no explicit justification is provided,

5.3 The Committee does accept that the establishment of
this separate, specific purpose period contract for small,
stand-alone systems would admit substantially greater
opportunities for BAustralian industry participation than the
DESINE contract proposed by the Department of Defence. However,
given the uncertain and unspecified 1level of use of this
stand-alone systems contract, the benefits to Australian
suppliers would be equally uncertain., The Committee suspects that
the small, stand-alone contract proposal was included in this
submission by Defence, to compensate for the very limited
opportunities offered to Australian firms in the DESINE and the
ODP period contracts which Defence initially proposed.

5.4 The Committee is convinced that the alternative
arrangements which it has proposed for the DESINE procurements in
Chapter 3, will provide far better prospects for Australian
industry participation in the supply of equipment and software
for Defence's administrative computing system.

5.5 In response to a Committee rec&uest for more information
about the stand-alone systems contract,2 Defence asserts that in
the area of small, stand-alone sy}stems, ‘... the arguments for
standardisation are compelling‘. These arguments note that
because of, '...the absence of formal standards [throughout the
industry], the acguisition of many such items from a variety of
suppliers produces diverse solutions to similar problems,
incompatibilities in hardware, software and user skills...'.4

1. Appendix 1, Vol I, page 1
2. Appendix 3, page 6

3. Appendix 6, Annex D, page 5
4. 1Ibid, page 5
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5,6 The Committee sought advice from the Department of
Local Government and Administrative Services on the proposed
small systems contract and was advised by DOLGAS that:

A five~year period contract [such as one for
Defence] with a single prime contractor [for this
proposed procurement] would not be a viable
proposition in the absence of identification of
specific regquirements...

and that, more generally:

DOLGAS is currently arranging a new panel contract
with a wide choice of suppliers and equipment in
the micro and small office systems categories.
This will involve firm price contracts renewable
every 12 months.

5.7 The Committee understands that the DOLGAS panel
contract, which has now been finalised, has annual limits applied
to its use. Departments are limited to $0.5 million annual total
expenditure for stand-alone microcomputers and to two stand~alone
Local Area Networks (LANs) of no more than $125,000 each per
annum, DOLGAS has indicated to departments that annual
requirements for systems exceeding these 1limits should be
satisfied by normal tendering arrangements, because gquestions of
interconnectivity begin to take on significance for purchases
above these limits,

5.8 At the Committee's public hearing, when the stand-alone
proposal was discussed, the Department of Defence indicated that
it spends of the order of 37 million to $8 million per annum on
small, stand-alone systems,® The Committee is concerned that such
large expenditures have been incurred in the past on systems
which DOLGAS now requires to be purchased by open tendering. In
addition the Committee questions the justification for using
these large quantities of stand-alone equipment.,

5.9 The Committee's concern is reinforced by the
Department's statement at the hearing that:

[Defence] ... also have in mind the fact that
these systems will sooner or later have to talk to
the bigger systems through communications
gateways.

It seems then that equipment that is acquired by Defence using a
period contract for stand-alone systems will subsequently need to
be interconnected with DESINE equipment., While the eguipment
might initially be acquired for stand-alone purposes, Defence
admits that it will eventually have to be integrated with other
systems via communications gateways.

5. Appendix 10, page 2
6. Minutes of Evidence, op.cit., page 39
7. Minutes of Evidence, op.cit., page 43

77

>



5.10 The Committee has reservations about this approach and
about the proposed use of costly communications gateways. The
Department argues that its interconnectivity requirements for the
DESINE strategy should be satisfied by the acquisition of a
network architecture. VYet in the case of small systems, the
Department appears willing to sweep aside its own voluminous
arguments for a standard network architecture interconnection,
and instead it proposes the wuse of one-off communications
gateways to connect its small 'stand-alone® systems to its bigger
systems as the need arises.

5,11 The Department also indicated at the hearing that
experience shows that the demand for small systems is limited
only by the budget.8 It would be indefensible for large sums of
money to be spent on the progressive acquisition of stand-alone
equipment that eventually will have to be interconnected at
considerable cost with the rest of the Department’s
administrative computing equipment.

5.12 The Committee's view is that, if the Department of
Defence 1is to continue to purchase so-called, stand-alone
computing systems at the rate it has in the past, it should
seriously assess the possible future need to interconnect these
with DESINE equipment, It may well be more cost-effective to
purchase all systems including 'stand-alone' systems from the
DESINE period «contracts to «cover the contingency that
interconnection is necessary in the future and to avoid the
costly provision of communications gateways.

5.13 The Committee concludes that:

. insufficient justification has been given for
establishing a separate period contract for small,
stand-alone computer systems for the Department of
Defence;

. the Department of Local Government and Administrative
Services has recently established a panel period
contract for the purchase of equipment and software
for small, stand-alone systems of this type; and

. in the past the Department of Defencels annual
expenditure on stand-alone systems has exceeded the
limits now prescribed for the use of the panel period
contract established by the Department of Local
Government and Administrative Services.

5.14 The Committee recommends that:
26 the Department of Defence!s proposal to establish a

separate period contract for small, stand-alone
computer systems not proceed;

8. Minutes of Evidence, op.cit., page 43
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27

28

the Department of Defence give serious consideration
to purchasing its small, stand-alone computing systems
through the DESINE period contracts so as to provide
for the possible future need to interconnect these
systemss and

the Department of Defence, in consultation with the
Department of Local Government and Administrative
Services, determine the most appropriate alternative
means of procuring any further small, stand-alone
computer systems it requirxes.
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LIST OF CONCLUSIONS AND RECOMMENDATIONS

THE PROJECT DESINE PROPOSBLS (CHAPTER 3)
The DESINE Strategy
The Committee concludes that (paragraph 3.18):

. the decision by the Department of Defence to
implement Project DESINE and decentralise
administrative computing subject to central control
over a standardised computing environment, is
soundly based;

. the decision to  decentralise administrative
computing on a functional basis centering initially
on the Supply Systems Redevelopment Project and the
Manpower Systems Redevelopment Project is also
soundly based; and

. the technology appears to be available which can
provide the broad functionality necessary to
support the standardised computing environment
envisaged by the Department of Defence under
Project DESINE.

Departmental Endorsement of Project Proposals
The Committee concludes that (paragraph 3.28):

. the timing, composition and funding requirements cf
the first two projects, the Supply and Manpower
Systems Redevelopment Projects, which are to be
implemented as part of Project DESINE, have not yet
been:

~ subject to the £full process of internal
scrutiny and approval within the Department
of Defence; or

~ endorsed by the Secretary of the Department
of Defence.

Cost~Effectiveness and Cost-Benefit Analyses
The Committee concludes that (paragraph 3,40):
. the Department of Defence has not yet completed the
system definition, cost-~benefit and other necessary

studies for the first sub-projects of the Supply
and Manpower Systems Redevelopment Projects; and
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. in consequence, insufficient information is
available to permit the Committee to assess the
adequacy of the planning and cost-benefit
justification for these sub-prcjects which in
aggregate involve expenditures of approximately
$310 million.

The Committee recommends that (paragraph 3.41):

1 the Department of Defence not procure
implementation quantities of equipment for each
major sub-project of the Supply and Manpower
Systems Redevelopment Projects or any other
projects to be implemented under Project DESINE
until:

- the planning, systems definition and
cost-benefit studies necessary to define and
justify fully these sub~projects, have been
completed;

~ the Secretary of the Department of Defence has
endorsed each of these sub-projects in turn and
the funds necessary to implement them; and

- a submission dealing with these sub-projects has
been made to the Committee under its standing
reference to examine and report on ADP
acquisition proposals over $5 million. The
Committee understands that the first of these is
likely to be the Depot/Base sub-project of the
Supply Systems Redevelopment Project which
involves approximately $30 million of capital
expenditure.

Prime Contractor Arrangements

The Committee concludes that (paragraphs 3.56 and
3.67):

. the implementation of a standardized computing
environment will substantially reduce 1levels cof
technical support required in comparison with those
required under a non-standardised environment;

. the Department of Defence has overstated the
savings of in-house technical support which will
result from the use of a -prime contractor
arrangement for Project DESINE;

. the Department of ©Defence has ©provided no
convincing cost-effectiveness argument based on the
lower costs of technical support, where that
support is provided by a contractor rather than by
Departmental staff, to justify the use of a prime
contractor;
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the proposed initial task of proving the selected
network architecture and ensuring that the new
systems will continue to interoperate with existing
ones is sufficiently complex that the use of a
prime contractor is warranted for this initial
task;

the justification for a prime contractor
arrangement will be greatly reduced once the
Department of Defence has a proven network
architecture in place and is proceeding to purchase
implementation quantities of equipment and
software; and

once the network architecture has been put in place
and proven in all important respects, there will
emerge a full set of specifications and procedures
that will permit implementation quantities of
equipment and software to be provided by part
contractors.

Risk in the DESINE Strategy

The

The

Committee concludes that (paragraph 3.83):

while the use of international standards called
Open Systems Interconnection remains a goal of the
DESINE strategy, no such international standards
yet exist in complete form and there is
considerable uncertainty about when they will be
fully developed and agreed;

the Department of Defence therefore intends to
accept an existing proprietary network
architecture, while aspiring to select a contractor
who has indicated a commitment to migrate to Open
Systems Interconnection standards; and

there remains considerable doubt about the ability
of the Department of Defence to evaluate and
enforce contractually such commitments. These
commitments are consequently of questionable value.

Committee recommends that (paragraph 3.84):

the initial request for tender for a network
architecture for Project DESINE include as a
mandatory regquirement the immediate supply and
proving of a network architecture and, as a
desirable requirement, the subsequent migration to
Open Systems Interconnection standards.
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The

The

Committee concludes that (paragraph 3.91):

there is a small but significant risk that the
network architecture chosen for Project DESINE will
not prove satisfactory, resulting in difficulties
and delays in the major redevelopment projects to
be implemented under Project DESINE;

although the probability of this occurring is
small, the consequent costs resulting £from delay
and disruption in these projects may be very large;
and

the Department of Defence's proposed acquisition
strategqy of procuring and proving a network
architecture and then proceeding immediately, under
the same period contract, to purchase the
equipment, software and services for the
implementation of the Supply and Manpower Systems
Redevelopment Projects involves the risk of major
delays and cost overruns if the selected network
architecture does not prove fully satisfactory.

Committee recommends that (paragraph 3.92):

the procurement arrangements and implementation
schedule for Project DESINE be designed to minimise
the risk and cost consequences of delay and
disruption to the project.

Australian Industry Participation

The
and

Committee concludes that (paragraphs 3.94, 3.113,
3.120):

it is government policy to maximise opportunities
for Australian industry to compete effectively for
government contracts and this has direct
consequences for the form of the proposed
procurement arrangements for Project DESINE;

the procurement arrangements proposed by the
Department of Defence, whereby a single prime
contractor will supply both the network
architecture and subsequently, will supply
implementation quantities of eguipment and software
for ©Project DESINE, will offer very limited
opportunities for Australian industry
participation;

a part tendering arrangement for the supply of
implementation quantities of equipment and software
for Project DESINE will provide better prospects
for Australian industry participation than a single
prime contractor arrangement;

83



The

the application of the existing Australian
purchasing preference and offsets policies is
unlikely to secure a satisfactory level of
Australian industry participation in the DESINE
contracts; and

given the magnitude of the acquisitions proposed
under Project DESINE, special measures are
justified to ensure a satisfactory level of
Australian industry participation in the DESINE
contracts.

Committee recommends that (paragraph 3,121):

part tendering arrangements be adopted in the major
implementation phase of Project DESINE to increase
the prospects for Australian industry participation
in the supply of specific categories of equipment
and software;

in addition to the enforcement of the Australian
purchasing preference and offsets policies, the
level of Australian industry participation be a
specific criterion in the evaluation of tenders for
the DESINE contracts;

the Department of Industry, Technology and Commerce
and the Department of Local Government and
Administrative Services participate in the
weighting of this evaluation criterion and review
the level of Australian industry participation in
the recommended tenders before contracts are let;
and

if a satisfactory 1level of Australian industry
participation cannot be agreed at Departmental
level, the matter be referred to the responsible
Ministers for decision.

Procurement and Implementation Strategy Recommended by Committee

The

Committee concludes that (paragraph 3.144):

the Department of Defence intends the
accomplishment of two separate tasks under the five
year period contract with a prime supplier which it
has proposed for Project DESINE:

- to select, acquire and prove a network
architecture; and

- to procure implementation quantities of

compatible equipment and software for the Supply
and Manpover Systems Redevelopment Projects;
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Stage 1 Tender
The
8

a two~stage procurement arrangement £for Project
DESINE is feasible and desirable to permit these
two tasks to be completed and to:

- minimise the risks of major cost overruns
resulting from any delays or complications in
establishing and proving a network architecture;

- permit broader competition and therefore better
prices and performance, especially when
implementation quantities of equipment and
software are being procured; and

- increase the opportunities for Australian firms
to supply equipment and software in compliance
with the established network architecture;

although a two-~stage procurement arrangement may
involve some additional administrative costs:

- it need not cause any delays to the main
implementation phase of the Supply Systems
Redevelopment Project which is not scheduled to
commence until 1990; and

- any additional costs resulting from conducting
two tenders and from any consequent small delay,
are more than justified by the reduced risks,
greater competition and greater opportunities
for Australian industry participation which will
result.

Commnittee recommends that {paragraph 3.146):

the Department of Defence issue a Stage 1 request
for tender for a single prime contractor to supply:

- a network architecture for Project DESINE;

- sufficient equipment and software to test
and prove that architecture; and

~ a communications gateway to link Project
DESINE equipment to Defence’s existing
equipment;

the Stage 1 request for tender clearly indicate to
potential suppliers of a network architecture and
associated demonstration equipment and software
that:

- this is the first stage of a two-stage tendering
process, as outlined above;
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Stage 2 Tender
The
11

12

Further Submis
The
Depa
subs

13

~ the network architecture which is supplied by a
prime contractor in Stage 1 must be demonsirated
to be non-exclusive to the equipment and
software supplied by that prime contractor; and

~ the supplier of the network architecture may be
requested to demonstrate that non-exclusivity by
integrating equipment and software from other
vendors;

the extent to which the ©proposed network
architecture will admit other firms', and
particularly Australian firms', equipment and
software be a specific evaluation criterion in the
Stage 1 tender. This could be demonstrated by
evidence that:

- the specification of the ©prime supplier's
network architecture is available to other
firms;

- equipment and software products of other, and
particularly Australian, firms are currently
available which conform with this network
architecture; and

~ other firms, particuvlarly Australian firms, are
able and prepared to develop products which
conform with this network architecture.

Committee also recommends that (paragraph 3,147):

the Department of Defence issue a Stage 2 request
for part tenders to supply implementation
quantities of different categories of equipment and
software compatible with the selected network
architecture; and

the level of Australian industry participation be a
specific evaluation criterion and be given a
substantial weighting in the evaluation of Stage 2
tenders.

sions

Committee recommends that (paragraph 3,152) the
rtment of Defence provide to the Committee and
equently to Cabinet:

a supplementary and succinct submission
(Submission 1) as soon as possible which sets out
proposed general arrangements for the two-stage
procurements and detailed arrangements for Stage 1
procurements including:
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14

15

The

- the numbers, types and cost of equipment and
software necessary to test and prove the
selected network architecture in Stage 1; and

= the broad specification of the: network
architecture to be included in the Stage 1
request for tender;

a further submission (Submission 2) as per the
Committee's guidelines for submissions under its
standing reference, which sets out detailed
proposals for Stage 2. This submission will be made
only when Stage 1 is complete, and detailed
planning for the first sub-projects of the Supply
Systems Redevelopment Project is also complete. It
will include:

~ the results of the Stage 1 evaluation and trial
implementation of the selected network
architecture;

=~ a full definition of the first sub-projects of
the Supply Systems Redevelopment Project, and
the cost-benefit and other information necessary
to support them;

- comprehensive plans for monitoring the
performance of, and benefits resulting £from
these sub-projects; and

- an indication of the proposed part tendering
arrangements and the expected level of
Australian industry participation in the Stage 2
contracts;

additional submissions for any other projects,
including the Manpower Systems Redevelopment
Project, to be implemented under DESINE, as and
when required wunder the Committee's standing
reference to examine and report on major ADP
acqguisition proposals over $5 million.

Committee further recommends that (paragraph

3.153):

16

the Department of Defence provide an annual
progress report to the Department of Finance and
this Committee which summarises progréss to date on
Project DESINE and its component projects against
agreed plans. This report will detail:

~ the benefits achieved in comparison with those

initially asserted at the time of project
approval ;
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- the costs incurred to date in comparison with
those initially asserted;

- the degree of Australian industry participation
achieved; and

- the proposed expenditure for DESINE projects for
the following financial year.

Data Communications in Project DESINE

The
and

The
17

Committee concludes that ({paragraphs 3.161, 3.163
3.165):

the decision to use DISCON for Project DESINE
administrative data communications, implies the
requirement for an additional capital investment in
DISCON to increase its capabilities and for
additional maintenance and support costs. This
investment may exceed the costs of using existing
Telecom services;

the proposed use of DISCON for Project DESINE data
communications has not been justified on
cost~effectiveness grounds; and

no cage has been adduced by the Department of
Defence to show that the proposed administrative
computing systems to be implemented under Project
DESINE will require the high levels of security
provided by the DISCON system.

Committee recommends that (paragraph 3.166):

the Department of Defence make nc change from its
present use of Telecen services for data
communications for administrative computing, unless
and until such a change is separately proposed and
justified on the grounds of a high level, national
security requirement or, on the basis of a
cost-effectiveness analysis,

Technical Staff Resources

The

Committee concludes that (paragraph 3.183):

the proposed schedule for Project DESINE appears to
be over optimistic in assuming the availability of
large numbers of technical computing staff;

as a consequence the danger exists of unexpected
and costly delays occurring in Project DESINE
redevelopments because of shortages of technical
computing staff; and



The
18

19

the supply of adequate numbers of technical
computing staff will continue to be a major problem
in future in the implementation of major computing
projects in the Australion Public Service.

Committee recommends that (paragraph 3.184):

the Department of Defence reschedule some of the
concurrent redevelopment tasks presently included
in the sSupply and Manpower Systems Redevelopment
Projects, so as to reduce the large peak demand for
technical computing manpower which now exists
during the period 1988 ~ 1993; and

technical staffing requirements and proposed
measures to meet them be addressed as specific
issues in all major computer acquisition proposals
submitted to Cabinet and/or this Committee.

THE PROPOSED PROCUREMENTS FOR THE OFFICE OF DEFENCE
PRODUCTION (CHAPTER 4)

Acquisition of ‘Surplus! Computer

The

Committee concludes that (paragraph 4.18):

the Office of Defence Production failed to secure
suitable working accommodation £for a warehoused
computer already owned by the Office and which
could have met its interim computing capacity
requirements up until the end of 1987;

in consequence the Office maintains that this
equipment cannot now be used to meet the Office’s
interim computing capacity requirements for its
Manufacturing Computing Bureau as originally
planned;

this situation represents a unacceptable failure of
planning and action by the Office and/or by the
Department of Local Government and Administrative
Services and the Department of Housing and
Construction, in not ensuring suitable
accommodation was provided for the existing
equipment; and

instead the Office proposes to expend substantial
additional funds ($1.85 million) to purchase a
'surplus' computer which has become available in
the Commonwealth Bank.
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The
20

The

Committee recommends that (paragraph 4.20):

the Department of Local Government and
Administrative Services and the Department of
Housing and Construction make submissions to the
Committee's inquiry into the Administration of the
Commonwealth's Property Functions, explaining the
reasons for the delay in providing suitable
accommodation for the Office of Defence Productions
existing equipment.

Committee concludes that (paragraph 4.27):

the capacity demand projections on which the
proposal to purchase a 'surplus’ computer is based
are likely to be inflated by the absence of any
real user charging and cost recovery for the
Manufacturing Computing Bureau's services.

The Committee recommends that (paragraph 4.28 and
4,35)¢
21 the Office of Defence Production introduce, as a

22

23

Contract Form

The

matter of high priority, real user charging and
cost recovery for the Manufacturing Computing
Bureau's services to ensure that the level of use
of these services is cost~-benefit justified;

the Department of Defence expedite the Office of
Defence Producticn's tender independently of the
Project DESINE tender, to allow new comrputing
equipment to be delivered to the Office as soon as
possible;

the Office of Defence Production review its
capacity demand projections for the Manufacturing
Computing Bureau with a view to deferring the
rrovision of lower priority services until suitable
accommodation can be found for its existing
eguipment and/or new eguipment is delivered; and

the Department of Local Government and
Administrative Services take the necessary urgent
action to accelerate the provision of suitakle
accommodaticn for the Office's equipment by not.

for the Office of Defence Production Procurement
Committee concludes that (paragraph 4.42):

the requirement for a single prime contractor to
minimise risk and complexity is not the £first

priority in the planned computer acquisitions by
the Office of Defence Production; and
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25

part tendering arrangements are justified by the
greater levels of competition and opportunities for
Australian industry participation which will
result.

Committee recommends that (paragraph 4.43):

The Department of Defence invite part tenders for
the proposed five year period contract to be
established for the supply of equipment to the
Office of Defence Production.

THE SMALL, STAND-ALONE SYSTEMS CONTRACT PROPOSAL (CHAPTER S5)

The

The
26

27

28

Committee concludes that (paragraph 5.13):

insufficient Jjustification has been given for
establishing a separate period contract for small
stand-alone computer systems for the Department of
Defence;

the Department of Local Government and
Administrative Services has recently established a
panel period contract for the purchase of equipment
and software for small, stand-alone systems of this
type; and

in the past the Department of Defence's annual
expenditure on stand-alone systems has exceeded the
limits now prescribed for the use of the panel
period contract established by the Department of
Local Government and Administrative Services.

Committee recommends that (paragraph 5.14):

the Department of Defence's proposal to establish a
separate period contract for small, stand-alone
computer systems not proceed;

the Department of Defence give serious
consideration to purchasing its small, stand-alone
computing systems through the DESINE period
contracts so as to provide for the possible future
need to interconnect these systems; and

the Department of Defence, in consultation with the
Department of Local Government and Administrative
Services, determine the most appropriate
alternative means of procuring any further small,
stand-alone computer systems it reguires.
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EXECUTIVE SUMMARY

Introduction

1a This Executive Summary covers the succeeding four
volumes of this Submission. Volume II covers the acquisition
and standardization strategy. VYolumes IXII, IV and V cover
particular projects for initial implementation within that stra-
tegy. In essence, the strategy involves standardization on a
range of hardware and software products through the use of up to
three, five-year period contracts, each with a prime contractor.
The atrategy is the result of detailed investigation over several
years, including extensive consultation with other Commonwealth
Goveranment departments, private consultants and a number of sig-
nificant overseas suppliers, users and standards organizations.
The particular projects are the Supply Systems Revelopment Pro-
ject (SSRP) the Manpower Systems Redevelopment Project (MSRP) and
the acquisition of additional computer equipment for the Office
of Defence Production (ODP). This Executive Summary is struc-
tured to cover each of the four volumes separately.

SUMMARY OF THE ACQUISITION AND STANDARDIZATION STRATEGY
{VOLUME 11)

Nature of and Justification for the Strategy

2. Description of the Strategy The essence of the
strategy is the establishment of up to three period contracts
under which all Defence administrative computing requirements for
hardware and software should be purchased over the next five
years. Prime contractors will be sought in three areas,
categorized as follows:

a. Category 'A'. The requirement for a network
architecture, which includes support for international
communications standards, encompassing a full range of
products from basic terminals and micro-computers
through to mainframes, including associated software
and an interface to existing Sperry mainframes. These
products will be used to replace existing equipment,
for the new supply and manpower systems redevelopment
projects aad for other small, medium and large
administrative computing systems.

b. Category 'B'. The requirements are for IBM compatible
equipment for those areas with existing large invest-
ments in that architecture.

c. Category 'cC'. The requirements are for stand-alene
micro-computers and small nffice systems.

SSRP and MSRP will be procured under Category 'A' and the ODP
acquisition will be procured under Category 'B'.
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3. Justification for the Strategy. The Defence Computing
Infrastructure Working Party (DCISWP) Report of October 1981
recommended that Defence should proceed towards cautious and
phased decentralization of its administrative computing function
conditional upon the following two principal caveats:

a. A standardized computing environment referred to as the
Defence EDP Systems Integrated Network Environment
(DESINE), was to be a prerequisite for effective decen-
tralization.

b. Improved strategic planning of administrative computing
development.

Following further study on standavdization aspects, this policy
was subsequently endorsed by the Department's Computing Services
Policy Committee (CSPC) and the Defence Force Development Commit-
tee (DFDC) which emphasized the need for central control of
computing standards and policy. The practicality of the ap-
proach was subsequently validated in visits to computer suppliers
and users overseas. Subsequently, this original strategy was
broadened to cover the particular IBM compatibility requirements
of the previous Department of Defence Support, following its
incorperation in Defence as 0DP, and to accommodate the need for
stand~alone micro-computers and small office systems. Against
this background, the strategy is justified by the need to faci-
litate interconnection by reducing the number of suppliers and
hence the variety of equipment. Advantages of the strategy
include interoperability, lower cost through economies of scale,
wore efficient training and more effective maintenance and "back
up" against equipment failuve.

ADP QObjectives

4. The strategic objective for administrative computing is
to provide efficient computer based administrative systeas at all
levels of Defence Force and Departmental operations.

Corporate Plan

5. The Defence Force is dependent upon computer support to
sustain a high level of preparedness and responsiveness in the
implementation of Australian Defence Policy.

ADP Strategic Plan

6. The long-term strategy is transition to DESINE,
while in the shorter term maintaining the viability of existing
central systems and facilitating the implementation of user deve-
loped systema. The Defence Administrative Computing Strategic
Plan {DACSP), including an executive summary, is contained in
Enclosure 44A. The recent incorporation of ODP within Defence
has prevented the inclusion of its strategy in the DACSP. Con-
sequently, for the last time, ODP haa issued its own strategic
plan. The 1986/87 - 1988/89 ODP ADP Strategic Plan is to
implement management information systems and systems supporting
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the production process which are capable of furthering major
production projects and the objectives of increasing
commercialization for ODP establishments.

Post Implementation Review

T Administrative computing systems are subject to review
by Computing Services Division (CSD), Defence Internal Audit and
the Auditor-General. Details of particular reviews are con-

tained in later sections of this Submission.

System Proposals

8. As stated in the Introduction, the particular projects
for implementation within the strategy are summarized separately.

Other Options Considered

9. The alternatives to functional decentralization
considered were either to remain centralised or pursue organiza-
tional (single Service) decentralization. Neither of these
alternatives, when analysed, are compatible with or capable of
supporting the present and future needs of the integrated struc-
ture and operations of the Australian Defence Force (ADF). The
alternative acquisition stretegy is the current arrangement of
separate, multi-tender action for each new equipment requirenent.
This would not produce the resource rationalization and cost
benefits offered by the DESINE strategy.

Cost Effectiveness

10. Although the s*rategy incurs no specific cost in
itself, 1% minimizes the number of cos*ly conversions and also
offers significant cost savings through economies of scale, more
efficient training, maintenance and 'back-up' against equipment
failure.

Technical Considerations

11. The DCISWP, the DESINE Implementation Study and over-
seas visit considered various technical issues. The major issue
is the feasibility of coumpatibility and exchange of data in a
distributed environment. The conclusion reached was that this
would be impracticel without the adoption of a common network
architecture. Particularly, such a standard network architec-
ture, IBM's Systems Network Architecture (SNA), is already the
technical basis for the ODP strategy %o provide a cost effective
communications network for use throughout ODP.

Policy Constraints

12. There are no policy constraints on the acquisition
strategy.



-4

Action Plan

13. The plan is for issue of a Request For Tender (RFP) in
October 1986, with contracts in place by December 1987.

Industrial Issues

14. The strategy of standardization through period con-
tracts is net an industrial issue in itself and is not expected
to create any industrial problems. Consultations with staff
associations and a briefing of the Defence Consultative Council
have already been undecrtaken to ensure continued industrial in-~
volvement in and awareness on the aubject. Defence also has a
long-standing involvement in industrial safety and occupational
health matters relating to screen based equipment. Details of
initiatives in these areas are covered in detail in Section (xii)
of Volume II.

Australian Industry Participation

15. Australian industry will be favoured by normal Govern-
ment procurement procedures. The computers being sought are
essentially commercial machines which do neot have characteristics
that render their local manufacture specially desirable on
Defence strategic grounds. Briefings have been given to local
industry and joint arrangements between international and local
manufacturers would be welcomed.

Proposed Method Of Acquisition

16. The strategy is for the establishment of up to turee,
five-year period contracts through an open tender process.

Consultation

17. Consultation on this strategy has been extensive. In
the first instance the DCISWP consulted extensively with both
private and public sectors in formulating the strategy.
Subsequently, Defence undertook extensive consultation both at
home and abroad. Volume II to this Submission lists those
Government Departments, independent Australian consultants and
overseas organizations and commercial concerns consulted.

Consequences Of Not Proceeding

18. Functional decentralization of Defence administrative
computing will not be possible without the proposed acquisition
strategy. Other options considered (paragraph 9), would not
meet the needs of the Department of Defence and the ADF, as
preseatly structured. Nor would they provide the resource
economies of the proposed strategy.



Advanced Technology

19. The DCISWP Report, DESINE Study and the Overseas Visit
Report all warned of the dangers of adopting the leading edge of
computing technology. The prudent course was perceived to be in
the adoption of only proven products and standards where these
exist, Defence is firmly committed to that course.

SUMMARY OF THE SSRP ACQUISITION (VOLUME III)

Nature and Justification for the Proposal

20. Description of the Acquisition. SSRP has been estab~
lished to provide redeveloped computer systems for the supply
functions of the Navy, Army, RAAF and Defence Central. The
supply functions are those Defence activities which deasl with the
acquisition, storage, movement, distribution, evacuation and dis=-
pesal of material and the acquisition of services. SSRP pro-
poses further automation and inter-Service compatibility of sup-
ply functions at four organizational levels:

a. Corporate Level. (Defence Central and Service
Offices in Canberra).

b. Executive Level. (RAAF and Army Command Headguarters
in Melbourne and Navy Command Headquarters in Sydney).

c. Depot Level. {20 stores depots located throughout
Rustralia).

d. Base and Unit Level. (In excess of 100 bases and

units located Shroughout Australia and overseas loca-
tions and 22 Naval ships).

In addition to the above, priority enhancements to improve the
present Executive Level systems will be undertaken until redeve-
loped systems become aveilable in the mid-1990s.

21. Justification for the Proposal. The justification of
SSRP is based on the need to overcome deficiencies in the exis-
ting systems and computers and the requirement to develop essen-
tially common systems. The preferred redevelopment option
offers the potential for savings in development, support costs
and operating compatibility.

Post Implementation Review

22, Numerous reviews have been conducted on systems to be
subsumed by SSRP and on SSRP itself. The principal reviews were
as follows:

a. the 1982 SSRP Business Review;

b. Auditor-General reviews of %two, major, Army and RAAF
systens;



b
c. Defence Intarnal Audit Reviews of four systems (Two
Army, one RAAF and one Navy); and

d. the 1985 review of the Mini-computer Hetwork.

System Proposals

23. SSRP systems are currently in the systems definition
phase, but the proposed systems characteristics provide for:

a. supply requirements determination and prediction;

b. automated procurement;

C. stock control and distribution;

d. cataloguing;

e. supply and technical systems interface;

f. flexibility which provides responsiveness to changes in

user requirements;

g ability to function at an acceptable level after
suffering damage or interruption to normal operations;

h. commonality, compatibility and interoperability between
Services; and

i. security.

Other Options Considered

24. Thirteen supply systems redevelopment options, spanning
conversion of existing systems, a variety of single-Service
developuments and redevelopment under central Defence management
were considered by the 1982 SSRP Business Review Working Group.
The present SSRP option was considered the moat cost effective
means to realize organizational goals.

Cost Effectiveness

25. In the absence of completed systems definition,
detailed cost analyses have yet to be made. However, indicative
coat benefit calculations estimated that the present approach
would be considerably less expensive, in the long-term, than
altarnatives.

Technical Considerakions

26. A complete evaluation of all technical risks, con=-
straints and opportunities has not yet been undertaken for SSRP,
but the major technical considerations associated with maximizing
commonality between the three Services supply systems has been
the subject of several studies. The results of these studies,
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reinforced by considerable experience in running single-Service
supply systems and progress towards a substantially common
cataloguing system, support the technical feasibility of SSRP
within DESINE. Interfaces with existing systems will be phased,
starting with the site-by-site introduction of the Depot/Base
system, Work on the necessary interface sofitware is being
undertaken as part of the systems definition tasks.

Policy Constraints

27. There are no known policy constraints on the introduc-
tion of SSRP.

Action Plan

28. The action plan is to introduce SSRP in two phases:
a. Phase 1. Develop and implement the Depot/Base system

into Service installations on DESINE equipment between
1990 and 1993, introduce an interim Policy and Resource
system into Defence Canberra and complete priority
enhancements to current Executive Level systens.

b. Phage 2. Develop and implement the new BExecutive
System and mature Policy and Resource System in the
mid-1990s.

Industrial Issues

29. Apart from the general industrial issues covered in
Volume II, specific issues relating to the introduction of SSRP
will be discussed with staff associations concerned before system
definition, design and development are finalized. Extensive
consultations with staff associations have already been held in
relation to the definition and development of the On-line Enquiry
enhancement to existing systems.

Consultation

30. All necessary extra-departmental consultation with
Government bodies such as the PSB and Department of Finance will
be undertaken as the need is identified. Consultution with
overseas defence logistics organizations facing similar systems
development tasks is ongoing. External consultants will also be
engaged, as necessary, for systems development work.

Consequences of Not Proceeding

31. If SSRP is not to proceed, the need for new hardware
would remain. There would be considerable pressure to convert
present single Service systems with very little improvement

Such systems would not provide necessary higher level support for
an increasingly complex management envioronment, would lag behind
the needs of single Service organizations at all levels and would
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inhibit/prohibit development of the common logistics support
systems required for modern Defence Force operations.

SUMMARY OF THE MSRP ACQUISITION (VOLUME IV)

Nature and Justification of the Proposal

32, Desc¢ription of the Acquisition. The objective of

MSRP is to provide a common approach to systems supporting the
pregently separate manpower systems of the three Services, the
Service pay system, the civilian personnel system and the Depart-~
ment's organization and establishment systenmns.

33. Justification for the Proposal. MSRP is consistent
with current policy on decentralization and justified on the
basis of deficiencies in existing systems and computers.

Post Implementation Review

34. Numerous reviews have been conducted on systems to
subsumed by MSRP. The principal reviews were as follows:

a. Auditor~Ueneral reviews of the major Army and RAAF
manpower systems and the Navy interim pay sysitem; and

b. Defence Internal Audit reviews of 11 Army, Navy, RAAF
and Defence Central manpower, pay, establishments and
marvied quarter allotment systems. .

System Proposals

35. MSRP will incorporate:
a. improved personnel systems for MNavy, Army and Air
Force;
b. an enhanced Services pay system with a common data base;
c. a new personnel system for civilian staff; and
d. a revised organization and establishment system.

Other QOptions Considered

36. Four alternatives to MSRP were considered, rvanging
through retaining the present systems, single user rationaliza-
tion, conversion of present systeus with minimal enhancement

and commercial redevelopment and facilities management. All
were dismissed for reasons of either a lack of cost effectiveness
or inconsistency with the policy of fumctional decentralization.
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Cost Effectiveness
37. Preliminary estimates on MSRP suggest a net saving of

manpower and other resources, but the main benefits relate to
improved capabilities to meet needs.

Technical Considerations

38. Technical risks in implementing MSRP within DESINE are
considered to be low, but these risks are dependent on resource
allocation %o the continued development of the Project.

Policy Constraints

39. There are no known policy consiraints on the
introduction of MSRP.

Action Plan

40. MSRP has three implementation phases:
a. Phase 1. Pre-DESINE enhancament of existing systems.
b. Phase 2. Introduction of DESINE equipment to units

and establishments.

c. Phase 3. Introduction of central site systenms.

Industrial -Fssues

41, The relevant staff association has been briefed on KSRP
and industrial aspects of the project identified as a subject for
further study. Approved Defence policy will be followed on
employment and health issues raised by the implementation of
MSRP.

Consultation
42, Informal discussions on MSRP have been held with a
number of Commonwealth Government departments and authorities.

Consultations are also intended with overseas defence organiza-
tions on developments in Service personnel and pay management.

Consequences of Not Proceeding

43. One of the options refevrred %o in paragraph 36 would
have to be adopted if present plans for MSRP do noi proceed. To
continue with current systems would make the likelihood of
equipment failure and a disruption of payrell services an
increasing probability with time. Single Service development
would be very inefficient of manpower and equipment and would
preclude any central planning of manpower and pay issues.
Conversion without substantial enhancement would have the
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consequences of attempting to manage 1980s manpower tasks with
19608 systems - essential user requirements could not be met
adequately. Commercial redevelopment would be & high cost
option in the long term with unacceptable security and control.

SUMMARY OF THE ODP_ACQUISITION (VOLUME V)

Nature and Justification for the Proposal

44. Description of the Acquisition. ODP proposes the
acquisition of additional computing capacity for its Manufac-
turing Computing Bureau. The planned acquisition iavolves the
purchase of $M6.1 of replacement processors, additional mass
storage devices and communications equipment.

45. Justification for the Proposal. The proposal is
Jjustified by the need to meet planned growth in manufacturing
systems throughout a number of ODP establishments.

ADP Objectives
46. The ADP objectives of ODP are to support the develop-

ment of a more efficient and commercially oriented Defence pro-
duction capability.

Corporate Plan

47. Continuation of a process of commercialization of 0DP
establishments is the policy basis for the ODP Business Plan.

ADP Strategic Plan

48. The ADP Strategic Plan for ODP is based on dispersed
processing facilities for management systems and & central bureau
service. The continued success of this system is dependent upon

the compatibility of hardware and software based on IBM standards.

Pogt Implementation Review

49. Apart from an internal, annual, cyclical review of
systems, the only mejor review undertaken in recent years was one
by the Auditor-General's Office, in 1984, into system controls
and operations.

System Proposals

50. The QDP proposal covers financial accounting, manage-
ment accounting, manufacture control, project management and
various administrative systens.
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Qther Options Considered

51. Other options considered involved greatear and lesser
centralized systems, the use of bureau services and curtalled
development of data systens. None of the first three options
presents a better balance baetween costas and flexibility than the
proposed course of development. Curtailed development would
jeopardize the achievement of corporate objectives.

Cost Effectiveness
52. ODP is promoting cost effectiveness through the

planned introduction of full cost recovery for its bureau
servicaes.

Technical Considerations

53. Technical considerations on the practicality and risks
assoclated with this scquisition strategy have been the subject
of a 1985 study by an external consultant and ODP staff.

Policy Constraints

54. The proposal is not restricted by any Goveranment
poliey.

Actisn Plan

55. ODP plans to place orders for its acquisition shortly

after the establishment of the DESINE contracts, with an
implenentation completion date of mid 1991.

Industrial Issues

56. Staff Associations have been advised of the proposed
upgrade of the Manufacturing Computing Bureau.

Consultation

57. The Department of Local Government and Administrative

Services has been consulted and supported the acquisition
strategy.

Conseyuences of Not Proceeding

58. The majority of curreant projects using the Manufac-
turing Computing Bureau are classified as either essential or
strategic to corporate objectives. The consequences of not
proceeding would have a direct effect on the ability of ODP to
discharge its principal tasks.
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References

Neture of and Justification For the Strategy.

a.

Description of the Strategy.

(1)

(2)

This volume is concerned with the

strategy for acquisition and stan-

dardization. Volumes III, IV and Volumes III,
V address individual projects for IV and V.
pursuit within the strategy.

The essence of the strategy is the
establishment of up to three

period contracts under which all
Defence administrative computing
requirements for hardware and
software should be purchased over
the next five years. The strategy
is to establish period con-tracts
taking into account the investment
in current systems, and the need for
standardization. Prime contractors
will be sought in three areas, cate-
gorized as follows:

(a) Category 'A'. The require-

ments for a network architec-

ture, which includes support

for international communica-

tions standards, encompassing a

full range of products from

basic terminals and micro-com-

puters through to mainframes,

including assonciated software

and an interface to existing

Sperry mainframes. This area

is expected to attract strong

competition. These products

will be used to replace exis-

ting equipment, for %the new

supply and manpower systens

redevelopment projects and for .
other small, medium and large

administrative computing sys-

tems. -

(v) category 'B’. The require-
ments are for IBM compatible
equipment for those areas with
existing large investments in
that architecture. A wide range
of products will be required,
from basic terminals and micro-
computers through %o mainframes
and associated sonftware. There
are at least four major firms
who could bid.
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(4)

-

References

(c) Category 'C’. The require-

ments are for stand-alone
nicro-computers and small
office systenms.

The three initial major projects
which will be acquired under the
contract are fully described and
Justified in suceeding volumes of
this Submission, as follows:

(a) sSupply Systens Redevelopment (See Vol. III)
Project (SSRP) - Category 'A'.

(b) HManpower Systems Redevelopment (See Vol. IV)
Project (MSRP) - Category 'A'.

(c) Office of Defence Production (See Vol. V)
(ODP) Acquisition Project =
Category 'B'.

Systems other than the above which
may require hardware and sofiware
purchases under the three categories
over the next five years have not
been identified specifically in this
Submission. As they arise, they

will be funded, justified and
approved in accardance with normal
procedures, including referral to the
JPCPA where appropriate.

b. Justification for the Strategy.

)

(2)

Justification is based upon the DCISWP Executive
recommendations of the Defence Com- Summary, page 13,
puting Infrastructure Study Working paragraph 7.7.
Party (DCISWP) in its report dated (Enclosure 1)

October 1981; viz, that Defence

should proceed towards cautious and

phased decentrelization of its admin-

istrative computing function, condi- DCISWP Executive

tional upon certain caveats, parti- Summary, page 57,
cularly regarding strategic planning paragraph 36.1.
and standardization. In endorsing (Enclosure 1).

the DCISWP recommendations, the
Department's Computing Services
Policy Committee (CSPC) stressed the
need for central control of a decen~
tralized environment and for further
study on standardization aspects.

The main DCISWP caveat involved the DESINE Study
establishment of a standardized pages 41-50.
computing environment, to be known (Enclosure 2).
as DESINE (Defence EDP Systems Inte-

References
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(4)

(5)

(6)

(7)
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grated Network Environment). A
further study, known as the DESINE
Implenentation Study, reported in
June 1982. That study endorsed the
DCISWP recommendations, emphasizing
the essentislity of standards and
control as 'a prerequisite for
effective decentralization’.

The other caveat concerned the need
for improved strategic planning.

The subject of strategic planning is
covered at paragraph (iv) of this
Submission.

The recommendations of the DESINE
Implementation Study were in turn
endorsed by the CSPC and the
Defence Force Development Committee
(DFDC).

Advantages inherent in DESINE
include interoperability, lower
cost, more efficient training and
more effective maintenance and back-
up against equipment failure.
Validation of the practicality of
this concept was subsequently sought
by visiting and interviewing signi-
ficant user organizations, both
civil and military, as well as major
computer suppliers in Europe, Japan
and the US. The result was a
qualified endorsewent of the DESINE
concept; the qualification largely
relating to the already perceived
need for strong central conirol.

The reporits of the DCISWP, the
DESINE Implementation Study and the
1983 DESINE Overseas Visit consti-
tute the principal references on
current strategy for Defence Admini-
strative Computing.

Against this background, the
acquisition strategy is justified by
the need to:

(a) reduce the variety of dif-
ferent equipments and move
towards standardization;

(b) facilitate compatibility,
interoperability and control;

DESINE Study,
page 17, para-
graph 3.1,
(Enclosure 2)

DESINE Overseas
Visit Report,
(Vol 1),

pages 7 & 8.
(Enclosure 3).
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(¢) simplify the acquisition pro-
cess in & decentralized en-
vironment; and

(d) obtain the additional beme-
fits which will accrue from
the creation of the DESINE
environment.

(8) Original strategy had beea for the
establishment of one period contract
to cover all administrative compu-
ting requirements. With incorpora-
tion of Department of Defence Sup-
port in the Department of Defence as
0DP, the strategy was extended to
a second period contract to accommo-
date ODP's commitment to IBM compa-
tible hardware, software and network
architecture within its own estab-
lishments and at the Manufacturing
Computing Bureau.

(9) Subsequently, the need for a third
period contract for stand-alone
micro-computers and small office
systems was identified.

ADP Objectives, The Department of Defence

strategic objective for aduinistrative com=-

puting is to provide efficient computer

based administrative systems at all levels
of Defence Force and Departmental operations.
It aims at making the technology available
throughout the orgenization subject to coste-
effectiveness and funding constraints.

Corporate Plan (Summary). The Department

of Defence Corporate' Plan is, per se, the
implementation of Australia's Defence
Policy which comprises the three essential
elements of:

a. the direct defence of the mainland and
its maritime approaches,

b. the meintenance of a commitment to the
US alliance through the ANZUS treaty,
and

c. detercving attack by demonstratiang
that aggression would be too costly.
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(iv)

The Defence Force is dependent upon computer
support to sustain a high level of prepared=-
ness and responsiveness in the pursuit of
these goals. Military equipment must be
maintained and personnel supported in a
continuing state of readiness and this re-
quires an interactive logistics network and an
effective and efficient Defence production
capability. The efficient management of
manning levels and other non-personnel
resources in a peace-time Defence Force also
requires a sophisticated level of computer
support.

ADP Strategic Plan (Summary).

&a.

The Department of Defence Administra-
tive Computing Strategic Plan (DACSP) is
based on a long and a short-term stra-
tegy. The long-term strategy is to
facilitate transition to a standardized
computing environment under DESINE.

The short-term strategy is to:

(1) maintain the viability of central
computing systems,

(2) enhance the central systems within
the bounds of limited funds and
consistent with the policy of
functional decentralisation and
the migration to DESINE, and

(3) facilitate the introduction and
effective implementation of user
developed computing systems, again
within the limits of available
funds.

An Executive Summary is provided in the
1985 DACSP. DESINE strategy has been a
prime feature of administrative computing
strategic plans for several years and has
been endorsed by the relevant author-
ities. As this proposal is central to the
Strategic Plan, the two are nmutually
consistent.

The 1986/87 - 1988/89 ODP ADP Strategic
Plan is to implement management informa-
tinn systems and systems supporting the
production process which are capable of
furthering major production projects and
the objectives of increasing commercizli-
zation for ODP establishments.

References

1985 DACSP
pages i ~ iv.
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Post Inmplementation Review.

a.

Outcome of Present System Reviews.

stem Proposals.

The Department’s Computing Services
Division (CSD), on behalf of the CSPC,
conducts an annual programme of computer
system reviews in conjunction with user
management. The 1985 DACSP summarizes
the aims of these reviews and those
aspects they efamine specifically. The
outcomes of these post implementatinn
reviews and specific systems reviews by
the Auditor General and Defence {Inter-
nal) Audit, are summarized in the rele-
vant gsection (v) of Volumes III, IV and
V of this Submission.

Not applicable ~ see

S
sub-paragraph (i) (3) of this Volume.

Other Options Considered.

a.

Alternatives To Functional Decentra-

lization. The DCISWP considered the

following:

(1) BRemaining Centralized. The

option to remain centralized was
dismissed essentially because of

the scale and difificulty of managing
a large centralized organization,
the resulting widespread user dis-
satisfaction with present arrange-
ments and the trend to decentrali-
zation stemming from both techno-
logical development and user

demand.

(2) Single Service Management.
Single-Service management was seen
as still heavily centralized and
unworkable {in the now function-
ally structured Department.

Alternative Acquisition Strategies.

The DCISWP and subsequent studies con-
cluded that standardization on proprie-
tary or plug-compatible products was the
only means of minimizing or avoiding the
problems, cost and user service disrvup-
tion associated with future systems con-
version. The alternative was to remain

with the current, unacceptable acquisition

strategy of separate, multi-tender action
for each new equipment requirement.

The alternative to establishing period
contracts would be to call for tenders

References

1985 DACSP,
paragraphs 123-
124.

(Enclosure 44)

Volumes III,
IV and V.

DCISWP

Executive
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10-12, paragraphs
4-6,
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paragraphs
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each time equipment is required. The
latter arrangement has been discarded
as it:

(1) is less efficient administra-
tively; and

{2) would not attract the supplier
discounts expected through
period contracts.

Cost Effectiveness.

The adoption of the DESINE concept

incurs no specific cost in itself;
tangible costs are related only to the
costs of equipment purchases for speci-
fic systems. However, there are
significant cost savings to be realized
through economies of scale, more effi-
cient training, maintenance and back-up
against equipment failure. Additional-
ly, the issue of a single RFT for the
three categorized requirenments avoids the
added administrative cost of issuing
multiple RFTs.

The fiscal cost of not proceeding
with this strategy can be judged by
examination of the costs attriduted
to the conversion of the current
Sperry computers - estimated at

$440 in resource expendifure alone.
The DESINE concept inherent in this
proposal seeks to minimize the number
of conversions required in the future
as the Defence computing base continues
to expand.

Significant reductions in list prices for
hardware and software will be realized
through the establishment of period con-
tracts.

Technical Considerations.

a.

The DCISWP examined the question of
'The Future/Technological Trends',
under the following headings:

(1) The Management of Change.

{(2) Command Relationships.

(3) Vulnerability.

(4) Technolongical Awareness.

References

DESINE Overseas
Visit Report
(vol 1),

page 24,
paragraph 10.4.
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{vols. III,
IV & V).

DCISWP Executive
Summary, pages
47-48, para. 1%
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Summary, pages
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b. Further, the DESINE Implementation Study DESINE Study

considered the technical viability of pages 37-40,
the proposal. paragraphs
5.1-5.16

(Enclosure 2)

c. A Computing Services Division Team visite DESINE Overseas
ed overseas agencies, suppliers and users Visit Report
in March/April 1984 and sought technical (Vo1 1),
advice on the feasibility of the DESINE pages 7-8.
concept. The views expressed are (Enclosure 3)
reflected in the Repor%t of the Overseas
Visit. Generally, the approach of func-
tional decentralization was accepted as
a sensible and even an inevitable trend,
the success of which was dependent on
central control, standerdization and
strategic planning. The DESINE concept
wag accepted as an essential prerequisite.

d. The question of compatibility between DESIHE Study,
different equipment lies at the very page 20,
heart of this strategy. The DESINE paragraph 4.5.
Inplementation Study concluded that the (Enclosure 2)

exchange of data in a distributed
environment would be impractical without
the adoption of a common network archi-
tecture.

e. 0DP, in particular, has already decided ODP ADP Strategic
upon a netwark architecture, its existing Plan, paragraphs
IBM Systems Networking Architecture (S¥A), 816, 826 &« 832.
to cover all management systems communi- (Enclnsure 4B)
cations between ODP establishments. It
has developed a strategy, involving pri-
vate consultants, for introducing office
automation, over a three year period,
based on SNA and an already identified
framework of guidelines, standards and
procedures for hardware, software, data
retention and communications.

(x) Policy Constraints. Government policy
imposes no restriction upon the concept of
DESINE. Period contracts are an accepted
method of acquisition for computing equipment.

(x1) hction Plan. The significant issues (Vols. III, IV
regarding the action plan relate to the & V).
specific projects. Insofar as the acquisi-

tion and standardization strategy is con-
cerned, the main points are the planned issue
of a Request for Tender (RFT) in October 1986,
with contracts in place by December 1987.
External consultants have been engaged to
review the RFT. The Action Plan for this
strategy is broken down as follows:
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a. Indicative Plan. The indicative plan
is detailed in the Department of
Defence 1985 Administrative Computing
Strategic Plan.

b. Financial Considerations. Individual
projects which use the period con-
tract(s) will be funded, justified and
approved in accordance with normal
procedures, including reference %o the
JPCPA where appropriate. Over the
five years of the contracts, expendi~
ture is expected to be about $100m at
1985 prices.

Industrial Issues. The strategy of stan-

dardization through period contracts is not

an industrial issue in itself and is not
expected to create any industrial problems.
Consultations with Public Service Unions will
follow PSB guidelines. The ACOA has already
been invited to participate in consideration
of the hardvare section of the RFT and the
Defence Consultative Council (DCC) has been
briefed on the long-term administrative com-
puting strategy in Defence with special ref-
erence to DESINE. Those computer systens
which are developed under DESINE will require
consultation with relevant staff associations
on an individual basis, as is presently the
requirement under Defence Instruction
(General) PERS 18-1. Updates to this inst-
ruction and a new instructinn relating to
union consultation on establishment changes,
are currently in draft form. Hatters of
occupational health relating to screen base
equipment (SBE) have also received comnsider-
able attention within Defence over recent
Years. A summary of SBE occupational

health initiatives undertaken by Defence since
1982 is listed at Annex A. Studies in

these areas have generated a number of Safety
Instructions and Recommendations, all of which
are currently still in draft form but have
been enclosed to provide an indication of %he
direction being taken by Defence on the issue
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6 November 1985.
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Brief oun Long
Term Administra-
tive Computing
Strategies in
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of SBE industrial safety and occupational
health. Specific industrial aspects of
SSRP, MSRP and ODP systems are covered in
the project submissions at Volumes III, IV
and V.

Australian Industry Participation.

Local industry will be favoured by recently
annosunced provisions for support of research
and development and bounties on local
production, by the purchasing preference
accorded Australian/New Zealand content and
by high technology offsets sought against
any imported content over the rvelevant
thresholds. However, the conmputers being
sought are essentially standard commercial
machines. They do not have charactaristics
which render their local manufacture
specially desirable on defence sirategic
grounds. Briefings have been given to
individual suppliers and the Australian Compu-
ter Equipnment Manufacturers Association.
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(Enclnsure 11)

Safety Recommen-
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Safety Recommen-
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‘Checklist For
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Joint arrangements between international and
local manufacturers appear to be favoured by
some suppliers and would be welcomed by Defence.

Proposed Method Of Acquisition. The

strategy is for the establishment of up to
three, five-year period contracts through an
open tendering process, providing maximunm
opportunity for computer suppliers to parti-
cipate. Use of period contracts simplifies
Government purchases and is essential to the
standardization strategy.

Consultation. Consultation on this

strategy has been extensive. In the first
instance the DCISWP consulted extensively with
both the private and public sectors in
formulating the strategy. Subsequently,
apart from consultation with Coordinating
Authorities, two independent Australian con-
sultants were asked to evaluate the DESINE
concept. Additionally, an overseas visit was
undertaken to investigate the approaches being
taken in the administrative computing field by
major foreign companies and organizations, and
most vecently, external consultants have been
engaged to review the RFT before issue.

There was widespread support for the DESINE
concept from the individuals and organizations
consulted. Defence discussed its proposed
strategy fully with the relevant Departments
in 1984 and a Cabinet Submission had been
prepared seeking approval for the concept of
standardization. The Prime Minister ruled
that, since the submission dealt only with a
concept, it need not be considered by Cabinet,
providing the relevant Ministers were in
agreement. Detailed comments appear in the
References. The following is a list of
Government Departments and private organiza-
tions consulted and countries visited for
consultation with computer manufacturers and
users, to date.

a. Government Departments.

(1) Department of Prime Minister and
Cabinet.

(2) Department of Finance.
(3) o0ffice of the Public Service Board

(4) Department of Industry, Technology
and Commerce.

References

DOLGAS Purchas-
ing Manual,
paragraphs 10.1.1
& 13.5.1.
(Enclosure 14)

Extract of
comments.
{(Enclosure 15)

DITAC Letter
of 20 Sep 85.
{Enclosure 16).
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(5) Department of Local Government and
Administrative Services
(DOLGAS wes consulted and gave
oral agreement to the strategy).

Independent Australian Consultants.

(1) bPr P. Claringbold ~ Chief of
Computing Research - CSIRO.

(2) Professor ¢. Brookes - Head of
Department of Information Systems -
University of New South Wales.

(3) Mr R. ¢. Poole - Principal
consultant, Bob Poole and
Assaciates.

Overseas Organizations.

(1) Japan.

(2) United Kingdom.

(3) France.

(4) United Stetes of America.

The companies and firms visited in

these countries are listed in the
DESINE Overseas Visit Report.

Consequences Of Not Proceeding. Functional

decentralization of Defence administrative
computing would not be possible without the

proposed acquisition strategy. A decision to

not proceed with the DESINE strategy would

force the adoption of one of the undesirable

alternative paths mapped out in the 'Other
Options Considered' section (vii) of <this

Submission. The conseqguences to Defence of

proceeding with these options would be as
follows:

a.

Remaining Centralized. Remaining
centralized is essentially a theoretical
option as the Department's size, diver-
sity of operation and limited funding for
large central systems have already forced
a spontaneous and lavgely irreversible
decentralization of computer resources.
The widespread development of user deve-
loped systems to date would perpetuate
with its attendant inefficiency in man-
power usage, poor cost benefit and inabi-
lity to network systems %n share informa-
tion resources. In summary, this option

References
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UNSY Report
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(Vo1 1),

pages 5 & 6.
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Executive
Summary, pages
10-12, paragraph
4-6.
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would perpetuate an accelerating ineffi-
ciency in resource usage and a static
level of data automation service to the
ADF which is already in need of a more
sophisiticated data automation service to
support its operation,

Single Service Management. Reversion to

single Service management of administra-
tive computing would be the more likely
evolution in a non-DESINE environment.
Service Offices would probably still
attempt to establish standard eavironment
within their own organizations as they
see the clear necessity to standardize to
match computing support to their opera-
tional needs and to rationalize their
cost benefits for computing funding.
While this development could provide some
improvement of single Service computer
service, it would constitute an organiza-
tional regression in that it would not
meet the needs of the present operational
role of the ADF as an integrated force.
Furthermore, the Services do not possess
the technical manpower to manage large-
scale systems and a reversion to total
single Service HManagement would require
manpower increases to an extent not neces-
sary under the more economical func-
tional control of large systenms.

Alternative Acquisition Strategies.

'strategy would,

Abandonment of the DESINE acquisition
apart from prohibiting
functional decentralization, have signi-
ficant intrinsic penalties for Defence.
Regardless of whether computing opera-
tions remained centralized or decentra-
lized along organizational lines, the
unaffordable cost in manpower, time,
funds and user service disruption of
repetitive major systems acquisitions
and conversions would be revisited.
Time, funds and manpower which could
ntherwise be spent on utilizing more
advanced technology to the greater effi-
ciency of the ADF. Particularly, the
consequences of not proceding along an
IBM compatible development path for areas
such as ODP, would incur an equivalent
degree of avoidable financial, manpower,
training and service disruption penal-
ties.
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(xvii) Advanced Technology.
8. The DCISWP Report emphasized severs DCISWP Executive
penalties faced by organizations which Summary
adopted new technology before the estab- pages 4-7.
lishment of firm engineering standards. (Bnclosure 1)

As much of the leading edge of computing
technology has and continues to develop
ahead of any standards, the prudent
course is to avoid following technologi-
cal changes too closely and adopt only
proven technology.

b. The subsequent DESINE Study examined DESINKE Study,
the standardization concepts as they pages 37-40.
related to the specific technological (Enclosure 2)

issues of:
(1) hardware standardization,
(2) network architectures,

(3) packet-switched communications
netwaorks,

(4) communications networks for office
machines, and

(5) distributed processing.

The DESINE report reaffirmed the dangers
of adopting the 'leading edge' of techno-
logy in these areas, which has not been
proven successful in independent custonmer
installatiouns. The Study also empha-
sized that the adoption of & prime con-
tractor would significantly lessen the
technological risks associated with net-
working and that DESINE standards would
also facilitate the adoption of new

technology.

c. All of the views on the matter of new DESINE Overseas
technology were subsequently confirmed Visit Report
by the Overseas Visit Team which (Vol 1), pages
investigated the extent to which parti- 19-23.
cular computing techniques (eg, distri- (Encloasure 3)

buted processing) had advanced through-
out the warld.

d. The use of commercial products consti-
tuting a network architecture, upon
which the future Defence computing
environment would be based, is normal
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practice in both private and public
sectors. Therefore, the DESINE strategy
does not intrinsically involve the adoption
of technology new %o Australia.



VOLUME III

SUPPLY SYSTEMS REDEVELOPMENT PROJECT OVERVIEW




(1) Nature-and Justification of the Proposal.

a. Background.

(1)

(2)

FEBADN

The Supply Systems Redevelopment
Project (SSRP) has been established
to provide redeveloped computer
systems for supply functions of
Army, Navy, RAAF and Defence
Central. The supply functions are
those Defence activities which deal
with:

(a) the acquisition, storage,
movement distribution,
evacuation and disposal of
material (e.g. Weapon Systems,
Transport, Equipment,
Uniforms, etc); and

(b} the acquisition of services
{e.g. Repair/Overhaul).

There are more than 1.6 million
categories of items of equipment in
the Service inventories. These
inventories are worth billions of
dollars. Over 20,000 personnel
(Service and civilian) are engaged
in the management of the
inventories and other supply
functions at four organisational
levels:

(a) corporate Level. Defence
Central and Service offices in

Canberra.

{b) Executive Level. RAAF and
Army Commands in Melbourne and
Navy Command in Sydney.

(¢) Depot Level. 20 stores depots
located in various places in
Australia.

{d) Base and Unit Level. 1In
excess of 100 bases and units

References



(3)

(4)

(1)

FEBABN

-2-

located in various places in
Australia and overseas and 22
Naval ships.

Currently, there are extensive
computer systems employed to
support supply functions at all of
these levels. Three large Sperry
mainframes {one dedicated and the
other two shared with pay,
personnel and other systems), 49
Perkin-Elmer minicomputers, 668
computer terminals and over 100
microcomputers are used for those
systems. The minicomputers, which
are located at Depot and Base
Levels, are connected to Sperry
mainframes in Canberra via an
Australia-wide TELECOM
communications network.

In summary, the Supply Computer
systems are one of the largest in
Australia. They are an integral
part of the Australian Defence
Force (ADF)., Their continuing
operation is an essential
regquirement.

b. SSRP Objectives.

A senior committee {(one star and
above), called the SSRP Business
Review Working Group (BRWG)
conducted a detailed examination of
the supply systems in 1982 and
concluded that there were major
deficiencies in the systems and
that their redevelopment is
essential, SSRP was established
after extensive reviews of the BRWG
recommendations by senior Defence
Committees. It has five basic
objectives.

(a)

Functionality. SSRP aims to

overcome the deficiencies in
the existing systems and
computerise more supply
functions which are manually
intensive and costly at
present. Noting that Service
inventories contain more than

References
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Working Group
Report
(Enclosure 19)
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1.6m categories of items worth
several billion dollars, there
is considerable potential for
1mprovements and financial
savings.

Commonality. The existing

systems are single Service
systems which are costly to
maintain and operate. A key
SSRP objective is to develop
‘common' (i.e. tr1-sarv1ce)
systems, with unique-to-
Service elements only where
these are unavoidable for
genuine differences in Service
roles. The underlying supply
activities are substantially
similar for the different
Services, eg procurement,
receipts, issues etc. Common
computer systems based on
common supply policies,
methods and procedures would
be cheaper to develop,
maintain and operate, than
separate single Service
systems,

Compatibility and

Interoperability. The

Supply systems at Service
Offices, Commands, Depots and
Base levels should be
compatible with each other to
ensure that data from one
level is provided to another
in an accurate and timely
form. For example,
consumption costing at
Service Office level requires
that data be provided from
Depots, Bases and Commands in
compatible forms. Such
compatibility does not exist
at present. Also, there is
no interoperability betweem
the Services, For example,
Army personnel located close
to a RAAF Base cannot use the
RAAF supply system to raise a
demand on the Army system.
SSRP proposals are designed

References
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References
to provide compatibility and
interoperability which are
essential for joint Service
operations, flexibility, surge
capacity and fast response in
an emergency.

{d) Re-equipment. Given the long

lead time, activities on the
replacement of the ageing
Perkin Elmer minicomputers on
which the existing Depot and
Base systems operate, and the
Sperry mainframe computers of
the Executive systems, needs
to commence now so that the
replacement can be completed
by the early to mid 1990's.
By then, most of these
computers will be more than 15
years old and well past their
design life,

(e) cost Effectiveness. Section viii
Several options for SSRp
were considered and it was
concluded that the most cost
effective option was a Joint
Service project under Defence
Central management, as SSRP
is currently structured.

C. SSRP Plan.

(1) The SSRP Plan is based within the
framework of the above objectives
and consists of four projects in
two stages:

(a) Stage 1 - 1984 to 1993/4.

(1) Development of a Common
Depot/Base system {(with
‘unique to Service®
elements as appropriate)
for Stores Depots (which
manage wholesale stocks)
and for Bases (which
handle retail stocks);:

(2) Development of an initial

Policy and Resource system
for Defence Central and

FEBABN
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the Service Offices for
the purpose of financial
estimation, budgeting,
management and control;

(3) Enhancements (i.e.
improvements of the
existing Executive systems
of the Services to
overcome costly
deficiencies pending the
development of a common
Executive system in Stage
2.

(b) Stage 2 - 1987/88 to 1995/96.

(1) pevelopment of a Common
Executive Level system to
serve RAAF Headquarters
Support Command, Army
Logistics Command and Navy
Support Command.

(2

Development of a common
Policy and Resource System
based on experience gained
from the initial
development.

d. Present Status.

(1)

(2)

FEBABN

The above SSRP plan together with
estimated equipments, costs,
manpower requirements mentioned
below in paras e, £ and g have been
endorsed by senior Defence
committees,

Each of the SSRP projects mentioned
in e¢.{1) is divided into a number
of phases in accordance with the
Defence standard systems
development methodology, SPECTRUM.
The three broad phases, System
Definition, Design/ Programming and
System Implementation are planned
as shown at Enclosure 20, together
with the project review points and
milestones, At those review
points, further endorsements will
be sought as appropriate from
Cabinet, Minister of Defence,

References
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Defence Committees, PSB, Department
of Finance and other agencies.

The SSRP projects of Stage 1 are
currently in the System Definition
phase., The On-line Inquiry system
of the Enhancements project is in
the development and implementation
phase, Equipment for this system
{at a cost of $8.771lm as indicated
in the table below)} has been
acquired with Cabinet approval.

A key task of the System Definition
Phase is the assessment of the
costs and benefits of each of the
projects. These will be the major
factors in the decision on the
follow-on phases of system
development and implementation and
acquisition of equipment, However,
for planning purposes, the proposed
Schedule of Activity, Equipment
Quantities, Estimated Project
Costs, Manpower Requirements and
bDepot/Base Implementation Plan, are
as at Enclosures 20, 21, 22, 23 and
24 respectively.

Equipment.

As best as possible at this stage
of SSRP planning, the estimated
equipment quantities and their
costs (at April 1985 prices) for
the various sites are shown in
Enclosure 21. These are summarised
below:

TERMINALS LINE CHARACTER

PRINTERS ESRINTZRS

Stags 1
Development

Hardware/Software
Depot/Base 86(minis)

Poliuy and Resources 1

Enhancemants Sparry
Gn-line lequiry Upgrate

stage 2

Executine

Beveicpment

Policy & kesou: ETL IO

155

AL

natal

References

SSRP Proposed
Schedule of
Activity (Enclosure
20). Details of
Equipment
Configuration
(Enclosure 21},
Estimated Project
Costs (Enclosure
22). Manpower
Requirements
{Enclosure 23).
Depot /Base
Implementation Plan
(Enclosure 24).

Details of
Equipment
configuration
(Enclosure 21)

prices;

1.3 .
31,537
0.731

B.771
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References
f. Costs.
The estimated project costs Estimated Project
(exclusive of manpower costs) are Costs (Enclosure22)
shown at Enclosure 22. The total
cost of §$133.979m is comprised as .
shown below:
.
Vout sotal
PYDP
°, <Ua0 4.034 17,138 2t.012
424 AT .270 N2 435
.216 184 1.30% 1.200 1,983
Sectency 090 ' 0.090
Coupury 9.794 15,747 50,360 75,901
Caremur 1 atlone 1.646 .181 1.827
Eryonsuts, Furnttere 031 .248 ¢ 273
Contragtala »100 4.389 25.900 30.389
%0 10,206 20439 34.314 133,973
g. Manpower.
(1) The estimates of the manpower Manpower
required for system definition, Requirements
system development, maintenance, (Enclosure 23)

user areas, etc are shown at
Enclosure 23. These are summarised

below:

Stage 1. Manyears
Admin 122
Computer systems officers 394
Service Personnel 271
Contractors 55

83z

The average is about 84 staff over
the 10 year period 1984-94 of Stage
1.

Stage 2.

Admin 62

Computer systems officers 449

Service Personnel 238

Contractors 370
1119

FEBABN
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References
The average is about 120 staff over
the ten year period 1987-96.

In addition to the above
requirements about 50 staff per
year are required for the
maintenance of the existing systems
until these are replaced by the
SSRP system. Also, 428 manyears
for Stage 1 and 169 manyears for
Stage 2 are required in the Service
User areas for user requirements,
data capture, system
implementation, training ete.

Except for contractors, the above
manpower is planned to be provided
from the existing departmental
resources, As regards contractors,
it is proposed that computer
companies, as opposed to contract
programmers, will be used for some
parts of system development and
other tasks which require
specialist expertise.

h. Justification of the proposal.

(1)

FEBABN

The justification of the
redevelopment of supply systems is
based on four major factors,
First, there are many deficiencies
in the existing systems which are
impacting on the efficient
performance of the supply
functions. Second, there is an
urgent need to plan and commence
the replacement of the ageing
computers of the present systems.
Third, the need to develop
essentially common systems with
potential for savings in
development, support costs and
operating compatibility. Fourth,
Defence Corporate Objectives
require supply systems to be
redeveloped in the standard
computing environment, DESINE,
described in Volume II. Each of
these factors have been
investigated over the past three to
four years and it has been
concluded that re-equipment and
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redevelopment of supply systems are
essential.

(2) sSystem Deficiencies. The BRWG Business
review concluded iEnclosure 19) Review

that there were major deficiencies Working

in these systems for the present and Group

future requirements. Broadly, the Report,

deficiencies identified were as follows: Chapter 2,
{Enclosure
19}

(a) Little system support existed
for policy and resource
management at Defence Central
and Service Office level.
Specifically, there was not
the capability to support
FYDP/budgetary processes,
manage obligation
expenditure, cost activities
of force element groups and
weapons systems, determine the
inventory impact of
supply/technical/operation
decisions, or to monitor
supply performance.

Generally, the need for better
quality management
information, analytical
capability and decision
support systems was seen as
essential because of the
growing complexity and cost of
Service inventories.

{b) Service Commands have
responsibility for day-to-day
management of supply support
and Service-wide inventory
control. Service-wide asset
(i.e. stock) visibility for
efficient and speedy access to
the material was not available
or was insufficient, depending
on the Service, to effect
economies by asset
redistribution. Inadequate
linkages with technical (i.e.
engineering and maintenance)
systems also inhibited a
logistics approach to
management of high cost

FEBABN
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equipment spares, weapons
systems management,
maintenance, etc. Procurement
activities are manpower
intensive, and automated (i.e
computer initiated)
procurement of items was
required to relieve pressure
on manpower. Financial
management support was
inadequate and did not provide
the ability to monitor
obligation or forecast
obligation/ expenditure.
Management information
generally did not meet
changing organisational needs.

{c) Depot and Base Level systems
did not provide adequate local
asset visibility or
information, management
information, minor account
maintenance, adequate
provisioning support, or
customer demand monitoring
facilities,

(d) Inter-Service support was
inadequate for Single Service
Logistics Management (i.e.
one Service to perform supply
functions for some items for
the other services) and mutual
operational assistance between
the Services.

The above and other deficiencies in
the present supply systems are
described in more detail in the
BRWG Report.

Re-equipment. The Perkin Elmer

minicomputers on which the present
Depot and Base supply systems
operate, are nearing the end of
their design life. Several reviews
(Enclosures 19 and 25) have
concluded that serious difficulties
are being experienced in the
maintenance and operation of these
minicomputers and that these

References

Business Review
Working Group
Report and
Annexes C,D,E,
(Enclosure 19).

Business Review
Working Group
Report
(Enclosure 19).

Report of the
Supply Mini
Computer
Network Review
Working Party
(Enclosure 25).
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computers must be replaced with new
equipment by the early 1990's. By
then most of these computers will
be more than 15 years old, their
maintenance will become too
difficult and costly and there will
be serious risks to Service
operations. For technical and cost
considerations, the existing
software of the Depot and Base
systems cannot be transferred to
new equipment. A fresh
redevelopment of these systems on
new equipment is necessary.
Problems similar to those of the
minicomputers would be faced with
the Sperry computers on which the
present Executive systems operate,
by the mid 1990's., A redevelopment
of these systems is necessary,
inter alia, to inter-operate with
the new Depot/ Base system. There
are long lead times involved in the
redevelopment and implementation of
the systems because of technical
complexities of the systems and the
large number of sites involved.
Redevelopment was considered in the
early 80's during conversion from
Honeywell to Sperry but was
postponed due to resource
constraints. It cannot be deferred
again.

Secutitx. The present supply
systems use the TELECOM network for
data communications between the
mini computer sites and the Sperry
mainframes. These arrangements are
suitable for 'unclassified' supply
data. The 'classified' data is at
present being handled through
special arrangements. Whilst these
arrangements are satisfactory at
present, it is planned that the
security of the supply systems be
enhanced by using the Defence
communication network, DISCON. For
these purposes, special hardware
and software are required to be
incorporated in the supply systems.
This incorporation cannot be
accomplished without a
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redevelopment and re-equipment of
the supply systems.

(5) Summary. The redevelopment of the
systems to overcome their present
deficiencies, the replacement of
the computers, security enhancement
and the implementation of the
Defence policy and objectives of
the standard computing environment,
DESINE, must all coincide for
technical and economic reasons.

ADP Objectives. The key SSRP objectives are
summarised in Section{i)b . The departmental
ADP objectives are referred to at Section
(ii) of volume II.

Corporate Objectives (Summary). See Section
{ii1) to vVolume I1I.

ADP strategic Plan (Summary). The
Departmental Strategic Plan is referred to at
Section (iv) volume II. The broad elements of
the SSRP Plan are shown at Enclosures 20 to
24,

Post Implementation Review (Summary).
Several post 1mplementation reviews of the
existing Supply systems have been conducted.
The major reviews are mentioned below:

a. SSRP Business Review Working Group in
1982. This Group consisted of the Chief
of Supply, the Director-Generals of
Supply of Army, Navy and RAAF, and
representatives of Computing Services
Division, Programs and Budget Division
and Defence Internal Audit.

b. The reviews conducted by Computing
Services Division are summarised at
Annex B to this submission.

c. During the last five years, the Auditor
General conducted the following
reviews:

(1) The Army Stock Control Usage Based

FEBABN

References

Volume II
Section (ii)

vVolume II
Section(iii)

volume IIL
Section(iv)

Business Review
working Group
Report
(Enclosure 19)

Reports of the

Auditor-General
1981/82 pp 14-16
1983/84 pp 59/60
1984/85 p 45
{Enclosures 26,
27 and 28}).

Report of the
Auditor-General
1982/83 pp 44-46
(Enclosure 29).



(vi)

(2)

~13-

Army System (SCUBA) was audited at
the Department's Computing Services
Division, Canberra in March 1982.A
further review was conducted in
1983.

The RAAF Defence Supply Retail
Minicomputer System (DSRMS) was
reviewed over the specified
period.

The results of these reviews are at
Enclosures 26, 27, 28 and 29.

a. Defence Internal Audit conducted the
following reviews:

(1)

(2)

(3)

(4)

Principle Items Stock Control and
Entitlement System (PISCES)
(army).

Stock Control Usage Based Army
System Workshops Account (SCUBAWA).

RAAF Supply Depot System (RSDS).

Navy Depot System (NAVDEP).

The results of these reviews are at
enclosures 30 to 36,

e. Review of the Minicomputer Network -
1985 {Enclosure 25).

These reviews have identified many

deficiencies in the existing systems and

have confirmed the urgency of the
replacement of the ageing computers and

the need for redevelopment of the supply

systems.

System Proposal.

a, As mentioned in Section (i)d.(3) SSRP
projects are currently in the System

FEBABN

References

Defence Audits
23/82 and 37/82
(Enclosures 30
and 31).

Defence Audit
25/83. (Enclosure
32).

Defence Audits
24/81, 1/83 and
45/85
(Enclosures 33,
34, 35).

Defence Audit

34/83
{Enclosure 36).

{Enclosure 25)
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Definition phase, The major output of
this phase will be the identification of
the user requirements, options for
systems design, costs and benefits., The
system proposals on the functions of the
systems, hardware, software, operating
environment, etc can only be formalised
after the completion of this phase.
However, a number of preparatory studies
have been undertaken and broad
functional characteristics of the
systems mentioned in Section (i)e.(l)
have been identified.

b. The system definitions are being
undertaken within the framework of these
studies, the future requirements stated
by the Services at Annexes F, G and H of
the BRWG Report, and the Concept and
Scope papers for individual projects.

c. Briefly, the proposed characteristics of
the systems will provide for:

(1) Requirements Determination.
Greater accuracy, flexibility and
responsiveness in the processes by
which material and financial
requirements are estimated and
managed. The systems will provide
sophisticated modelling and
simulation capabilities to take
best advantage of available
financial resources, ensure system
performance within management

variable parameters and provide the

ability to assess the impact of
decisions on funds allocations
between Service operations and
maintenance effort.

(2) Automated Procurement, A ma jor
redevelopment of the equipment
procurement policies methods and
procedures is planned. To support
these, the systems would provide
automated procurement (i.e.
computer initiated) facilities.

About 3000 staff (out of the 20,000

mentioned in Section (i)a.(2)) are
engaged in procurement. With

FEBABN
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Working Group
Report
(Enclosure 19).
Executive Level
Systems Scope
(Enclosure 38),
Depot/Base
Development
Concept and
Scope (Enclosure
37). policy and
Resource Scope
(Enclosure 39).
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automation, considerable savings
are expected.

(3) stock Control and Distribution.
Improved asset visibility, issues
and demands, etc would be provided
for cost centre budgetting and
stock funding.

(4) Cataloguing. Improvements would be
made in the areas of catalogue
amendment, comprehensive
relationships of items to
components, and equipment
interchangeability/ substitution.

(5) Technical Interface. Automatic
Tinkages (computer to computer)
between supply and technical
systems would be provided.

(6) Flexibility. Systems would be
responsive to changes in user
requirements.

(7) survivability. Systems would be
able to function at an acceptable
level after suffering damage or
interruption to normal operations.

(8) commonality, Compatibility and
Interoperabllity. As explained at
Section (1)b.{(l) these
characteristics would be provided
between the Services.

(9) Securitx. Security of supply
systems would be enhanced.

d. The hardware/software aspects of the
system proposal e.g. Data Base Schemes,
Transaction Definitions, On-line
Characteristics etc, are presently under
study as part of the definition work,
These would be determined on the basis
of technical feasibility and cost
effectiveness.

(vii) Other Options Considered.

a. Thirteen options were considered. These
were derived from four basic courses of

FEBABN
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action available:

(1)

(2)

(3)

Retain the existing supply systems;
carry out routine maintenance/
improvement of these systems.

{This would overcome some of the
minor deficiencies but not the
major ones because of the
constraints of information content
and system design of the existing
systems).

Convert the existing systems to new
equipment without significant
redevelopment. (This would
overcome the problem of the
replacement of the ageing computers
but not the deficiencies in the
systems).

Redevelop the existing systems as
single Service systems to overcome
their gdeficiencies, and to achieve
the replacement of the ageing
computers. (This is too costly).

Redevelop the existing systems with
substantial 'cowmon’ elements and
unique-to-Service elements where
these are unavoidable.

b. The thirteen options were reduced to
three after several studies described in
Chapters 7 and 8 and Annex J of the BRWG
Report, (Enclosure 19).

cost Effectiveness.

a. Option C mentioned below was selected on
the basis of cost and other advantages:

(1)

(2)

FEBABN

Option A. -~ Conversion of the
Existing Systems. This was
estimated to cost $100m (June 1982
prices). However, the deficiencies
of the existing systems would have
remained.

Option B. - Redevelopment as
Single Service Systems, This was
estimated to cost $339m (June 1982
prices) and was more expensive than
Qption C.

References

Business
Review
Working
Group
Chapter 7
{Enclosure
19)

Business Review
Working Group
(Enclosure 19)
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(3) option C ~Redevelopment to produce
a common core system and essential
unique-to-Service elements, This
was estimated to cost $190m (June
1982 prices), would overcome the
deficiencies of the existing
systems, achieve all SSRP
objectives and would provide
savings to more than offset the
extra cost of $90m compared to
Option A.

As mentioned earlier, the Stage 1
projects are in the Systems Definition
phase at present and a key task of this
phase is to estimate the costs and
benefits in accordance with Defence
standard system development methodology,
SPECTRUM. The costs given at Sections
(i) e, £ and (viii) a, are best
estimates possible at this stage and
these must be treated as indicative
only.

Following the completion of the

System Definition phase, system
proposals including their cost
effectiveness will be considered by the
Defence senior Committees and other
approving authorities (e.g. Cabinet,
Department of Finance)as appropriate.
The equipment acquisitions and system
development will be undertaken in
accordance with the decisions of these
committees and authorities.

It is noted, however, that a substantial
part (more than $100m) of the costs of
option C is related to the equipment for
the replacement of the existing
computers and the manpower requirements
to transfer the existing supply systems
to new equipment. These costs are
unavoidable. The extra costs of Option
C mentioned at (viii) a. (3} are expected
to yield considerable savings on the
rationale that common systems would be
cheaper to develop, maintain and operate
than the present three separate single
Service systems. Also, common supply
policies, methods and procedures would
enable rationalisation of Service

FEBABN
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inventories and supply functions e.g.
procurement activities, vataloguing,

etc.

e. The following savings have been
estimated by some of the preparatory
studies carried out to date:

(1)

(2)

(3)

(4)

FEBABN

Enhancements. There are 31
enhancements proposed to the
existing Executive systems. Two of
these, the On-Line Inquiry System
and a computer initiated equipment
disposal facility for RAAF, have
been progressed past the system
definition phase and net savings of
about $22m over the 10 year life of
the systems have been estimated
(after deducting the manpower,
equipment used and other costs).

Bar-Coding. A study on the of
Bar-Coding equipment in the

Depots and Bases has estimated a
potential net saving of $39m over
10 years, Consultation with
relevant users and staff
associations will be conducted when
the results of a more detailed
examination are known.

Indicative calculations covering
only a narrow spectrum of supply
activities of the Services that are
basically manually supported
(Executive level procurement,
technical access to the supply data
base and depot level automation)
have indicated potential savings
with SSRP of some $76m over 10
years in these areas alone.

Considerable savings additional to
those mentioned above are expected
from the other enhancements of the
existing Executive systems,
computerisation of the presently
manually intensive supply
activities in the Depots and Bases
and rationalisation of the supply
policies, procedures, methods and
service inventories., These savings
and those mentioned in (1), (2) and

References
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(3) above are being estimated and
refined as part of the work on
System definition.

Technical Considerations.

a.

As mentioned at Section (vi).d the
hardware/software aspects of SSRP
proposals are under study a%t present,
The appropriate evaluation of the
technical risks and constraints are
being undertaken as part of these
studies.

The major technical considerations which
have influenced the SSRP approach
to-date are those related to the
decision to proceed on the basis of
common systems for the three services
with unigue-to-Service elements where
these are unavoidable. fThis decision
was made after several studies and
extensive experience with the present
supply systems. The conclusions drawn
from these studies (summarised in BRWG
Report Annex I) and experience are:

(1) There is between 70 to 80%
commonality of supply functions
between the Services as explained
at Annexes I and J of the BRWG
Report, Enclosure 19.

(2) Presently, there is a successful
substantially common cataloguing
system being used by RAAF and Navy
at the Executive Level. Army is
proposing to use the same system
from late 1986; and

{3) WNavy and RAAF are using a
substantially common system DSRMS,
at the Base level successfully.

The svstem definition work conducted
since the BRWG Report has confirmed that
there is a much greater potential for
common systems than those indicated in
para b {2) and (3) above and that common
systems are essential to provide
compatibility and interoperability
between the Services for joint Service

FEBABN
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operations and other objectives.

d. Regarding compatibility between the new
and existing equipment for transfer and
inter-communication the proposed
strategy, in broad terms, is to
introduce new systems and new equipment
in two stages mentioned at Section (i)
¢. (l). 1In stage 1, the new Depot/Base
system will be introduced progressively
at different sites with the aid of a
special interface between the new
Depot/Base system and the existing
Executive systems. The necessary
enhancements of the Executive systems
will be carried out (as part of the
Enhancement Project) to accommodate the
new features of the Depot/Base systems.
The work on the interface and the
enhancements is being undertaken as part
of the System Definition tasks of Stage
1 projects. There are no technical
difficulties identified to-date or
expected.

e, The new Executive systems will be
introduced in Stage 2 after all the new
Depot /Base systems have been introduced
and the existing Depot and Base systems
in the Perkin-Elmer equipment have been
replaced,

Policy Constraints., This volume is concerned

With supply applications system
redevelopment. There are no known policy
constraints applying to this area. Policy
considerations relating to equipment
acquisition are covered in volume II.

Action Plan.

a. The basis for the Action plan is the
SPECTRUM Project management methodology
which divides a project into three
phases - systems definition,
design/programming and implementation,
Also taken into account are the
Departmental and governmental lead times
associated with project endorsement and
funding approval, facilities planning
and equipment acquisition test and
acceptance. The overall strategic plan
for SSRP development is at Enclosure 20,

FEBABN
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volume II

SSRP Proposed
Schedule of
Activity
(Enclosure 20).
Estimated Project
Cost {Enclosure
22). Manpower
Requirements
(Enclosure 23),
Depot /Base
Implementation
Plan

{Enclosure 24).



~21-

Supporting this overall plan are
financial and manpower estimates at
Enclosures 22 and 23 and the
implementation plan at Enclosure 24.

Project development is divided into two
stages. Stage 1l projects are currently
being undertaken. The system
methodologies used for definition of
user requirements, system design, costs
and benefits are:

(1) Depot/Base Project. Information
Engineering (Aust) data modelling
and procedure formation,

(2) Policy and Resource Project,
Prototyping in accordance with
SPECTRUM Manual 6 - Prototyping
Life Cycle (SPECTRUM 2 Version) is
the basis for management.

{(3) Enhancements Project. Structured
analysis within the context of the
SPECTRUM Project management
methodology.

The Navy, Army and RAAF are consulted
through an interactive processs based on
formal consultations, specialist joint
committees and joint Project/Service
meetings. The underlying concept is
that conjoint participation and
progressive agreement to proposals is
undertaken during the systems definition
phase and beyond. Defence Audit is
represented on all SSRP Committees, and
all SSRP proposals are referred to it.

Financial processes are in accordance
with Departmental FYDP/budgetary
procedures. Management arrangements for
project review and endorsement, are that
the Defence Supply EDP Steering
Committee (DSESC) oversights the project
with regular meetings, and the Computing
Services Policy Committee (CSPC)} and the
Defence Force Development Committee
(DFDC) review SSRP progress and
financial arrangements at least
annually.

Schedule of Activity. fThe plaaned

FEBABN
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completion dates for the main activities
shown in Enclosure 20 are below. The SSRP Proposed
achievability of these dates is Schedule of
critically dependent on the availability Activity
of resources, particularly manpower. {Enclosure 20}

Currently, there are considerable
shortfalls in the Computer Systems
officers (CSOs) available to the project
due to a general shortage of CSOs in
Defence. A number of steps are in train
in Defence to recruit more CSOs and to
train other staff to carry out some of
the work normally undertaken by CSOs.

Stage 1.
Depot/Base - Proposal October 1986
- Design/Programming
June, 1990
~ Implementation

Decenber 1993

Policy/Resource - Proposal June,
(Initial) 1986
- Design/
Programming
December, 1986
~ Implementation
June, 1987

Enhancements to the existing
Executive systems (which is the
third project of Stage 1) will be
developed and implemented
progressively after completion of
their system definition and are
scheduled to be completed by June
1990.

Stage 2.

New Executive -~ Proposal June,
1990
~ Design/Programming
December, 1994
~ Implementation
June 1995

Policy/Resource - Proposal June,
1991
~ Design/
Programming June,
1995

FEBABN
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- Implementation
March, 1996
£. Implementation Plan. The implementation
plan for the Depot/Base system is as at
Enclosure 24. The detailed plans for
the Enhancements and Policy and Resource Depot /Base
Projects are under development at Implementation
present, Plan (Enclosure
24).
Industrial Issues.
a. Consultations with staff associations
are proposed to be handled in accordance
with Defence Instruction (General)
Personnel 18-1 (Enclosure 5). 1Initial (Enclosure 5)
advice has been provided to Industrial (Enclosure 40)

Division (copy at Enclosure 40).
Additional comments from the staff
associations will be sought before
system definition and system design and
development are finalised. In this
regard, extensive consultations with the
associations have been held in relation
to the On-line Inquiry system which has
been defined and developed and is
scheduled for implementation in mid
1986. As a result of these
consultations (and PSB Guidelines},
ergonomic furniture, eye-testing,
environment testing, etc are being
arranged. Also, the On-line Inquiry
terminals were selected with the
participation of the staff
associations.

b. Job impact studies on classifications
and health, safety, etc aspects will be
undertaken as part of system definition,
design and development.

. Users are involved in all SSR projects
as members of SSRP teams, systenm
proposal review groups, Defence Supply
EDP Steering Group. All SSRP proposals
are submitted to the users for comment
and endorsement.

Australian Industry Participation. Covered
in Section (xii1i)} of Volume II.

Proposed Method of Acquisition. Covered in
Section (xiv} of Volume II.

FEBABN
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Consultation. Consultation on DESINE
strategy is covered in volume II. PSB,
Department of Finance and other authorities
will be consulted as appropriate in the
approval of the SSRP proposals, and External
Consultant support will be sought to assist
with system developments which require
special expertise.

Consequences of Not Proceeding. The
consequences of not proceeding are that:

a. The supply systems will lag behind the
Service organisations they serve.
Service organizations are moving towards
logistics and other approved management
approaches, whereas existing supply
systems are designed primarily to
support supply functions. This
situation will generate pressures for
stand-alone systems, with attendant
costs for hardware and other resources
which SSRP is intended to pre-empt with
a preferred solution in terms of cost
benefit.

b. There will be pressures either to
re-equip the existing Perkin-Elmer
computers with new Perkin- Elmer
equipment which will have to be acquired
without open tenders or cease
redevelopment and proceed to convert
existing single Service systems to new
hardware under DESINE without any
improvements.

c. Urgently required enhancements at the
Executive level already deferred during
the Honeywell/Sperry conversion, and on
which substantial effort has already
been expended, would not be undertaken
and their potential benefits will be
lost.,

da. Computer support for Policy and Resource
areas, essential for an increasingly
complex management environment, will not
be provided.

e. A primary Defence Force requirement

established in the befence Force
Capabilities 1981 paper, which noted

FEBABN
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“that major expansion of the Defence
Force would require the capability to
utilize common computing systems and a
family of compatible computers to ensure
maximum flexibility surge capacity and
fast response"”, could not be met.

£. Introduction of Defence standard
computing environment, DESINE project,
might be delayed with the consequential
impact on other Defence computer
projects which plan to use DESINE
equipment.,

(- -ii) Advanced Technology. Covered in Section
(xVvii) of Volume II .

FEBABN
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(1) Nature of and Justification For the System.
a. Dsscription of the System. The Man- 1985 DACSP
power Systems Redevelopument Project page 1iii,
(MSRP) was established with the aim of paragraph 13.
developing a common approach to the (Enclosure 4A)

next generation of manpower systems,
including computing support, using pro-
cedures to ensure compatibility between
functional users. The manpower sys-
tems 4o be incorporated in the MSRP arse
those managed by the three Service
0ffices and the areas of Service Pay,
Civilian Personnel and Organization and
Establishments. The project is to

be undertaken in three phases which
will involve:

(1) enhancement of present systeus;

(2) introduction of a network linking MSRP Major Equip-
terminals at units and establish- ment Submission,
ments with the Central mainframe(s); pages 8, 9 & 10.
and (Enclosure 41)

(3) ultimately, replacement of the
Central mainframe computer(s).

b. Justification for the System. MSRP Report
Development of the MSRP system is just- (2nd Drafi),
ified, conceptually, as a direct appli- pages 1 & 2,
cation of the DFDC endorsed initiative paras 3-8.
to functionally decentralize Defence (Enclosure 42)

administrative computing. This aspect
is itself justified in Volume II of this
Submission. The principal references
used in this volume of the Submission,
are the MSRP Report {2nd Draft) and the
USRP Major Equipment Submission. In
nost instances, the latter document will
be cited first to provide a summary re-
ference, while the subsequent reference
to the MSRP Report will provide coansider-
ably greater detail. The necessity for
manpovwer systems to be redeveloped is
caused by:

(1) unavoidable replacement of Perkin-
Elmer and Sperry hardware owing to
scheduled end of life of these
systems;
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(2) the limited capacity to modify
current systems to provide the
capabilities to take full advan=~
tage of computerized manpower
management at all levels; and

(3) inefficiencies in current procedures
and vulnerability to errors in the
total Defence pay and personnel

systems.
Under the current mode of operation, MSRP Major Equip-
i.e. limited central site computing ment Submission,
power and access, the Defence Force page 1, para 3.
could not meet the additional require- (Enclosure 41)
ments of a war-time or contingency
surge situation. A major expansion of

the Defence Force would require the
capability to utilize common computing
systems and a family of compatible
computers to ensure maximum flexibil-
ity, surge capacity and fast response.
New systems will need to be designed with
the flexidility to expand easily if the
need arises.

(44} ADP Objectives, Not applicable to this Volume II
system - covered in Section (ii) of Volume II.

{(1ii) Corporate Plan {(Summary). Not applicable Volume II
to this system - covered in Section (iidi) of
Volume II.

(iv) ADP Strategic Plan (Summary). Not applic- Volume II

able to this system - covered in Section
(iv) of Volume II.

K2} Post Implementation Review.

8. Manpower Systems To Be Subsumed By MSRP.
The following current manpower and pay
systems will be subsumed by MSRP:

(1) RAAF Manpower (AFMAN) - which
includes both personnel and pay
systems.

(2) Army Manpower (AMAN) - which als»
includes both personnel and pay
systens.

(3) Navy Manpower (NMAN).

(4) Army Establishments (ARMESTABS).

(5) Services Overseas Salaries
(SEROSSAL).
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(6) RAAF Airmen's Evaluation Reporting
(AFAERS).

(7) Navy Allotments and Married
Quarters (NAVALMAQ).

(8) RAAP Officers' Personal Evaluation
(SCOER).

(9) RAAF Personnel Management
(AFPEMS).

{10) Navy Personnel and Establishment
Management (NPEMS).

(11) Army Personnel Recording and
Information Systems for Management
(PRISM).

(12) Navy Interiu Pay (NAVIMPS).

(13) Army Computer Support for CARO
(ARMREC).

(14) Centralized Reserve Pay (CENRESPAY).
(15) Discharge Pay (DISPAY).

(16) Standard Personnel and Establish-
ments Control {SPECS).

Outcome of Present Sysitem Reviews. The

outcome of Post Implementation Reviews
conducted by Computing Services Division
staff on existing Manpower systems, is
summarized at Annex C to this Submission.

Manpower System Audits By The Auditor-

General. 0f the Manpower systems
Iisted at sub-paragraph (v) =2, the
following have been audited by the
Auditor-General in the last five years:

(1) AEMAN. The Auditor-General's
Report of September 1984 concluded
that “...AFMAN was meeting its pay.
processing role. However, as
program documentation was
inadequate and as satisfactory
evidence of program testing was
not available, Audit has
reservations about the continued
reliability and accuracy of the
system.” The Department
"...considered that there were
specific controls within AFHAN to
recognize problems."

References

Aanex C.

Report of the
Auditor-General
- 1984/85,

pp 21-25.
(Enclosure 43)
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(3)

AMAN. The September 1983
Report of the Auditor-Gasneral
concluded that the AMAN system was
fulfilling its role and that its
performance could be considered
satisfactory. The report
indicated some reservations in the
areas of personnel data accuracy,
systen financiel integrity and the
level of contingency planning.

NAVIHPS. In the conclusion of the
March 1982 Auditor-General's
Report on what was then titled the
INPS system, the Office of the
Auditor-General considered that
"the level of accuracy, timeliness
and reliability of the aystem and
the considerable administrative
effort involved in reconciliation
give cause for concern. However
"...positive action has been taken
by the Department to overcome the
difficulties experienced with INPS
in its first year of operation."”

Manpower System Internal (Defence)

Audits. The following Manpower sys-

tems have been subjected to Internal
(Defence) Audit in the last five years:

D]

(2)

(3)

(4)

CENRESPAY. The 1982 Defence
Audit Report of this systenm
criticized its effectiveness and
efficiency.

ARMREC. A Defence Audit Review
of this system in 1982 recommended
that firm lines of communication
be established between the systen
and AMAN sooner than was planned.

DISPAY. A Defence Audit Review
of this system in 1983 expressed
concern that, although the systenm
night be implemented on time, the
quality of the final syatem could
be threatened by programming slip-
pages.

AHAN, The 1983 Defence Audit of
the AMAN system concluded that,
although adequate controls existed
in most areas, controls over input
transactions within DEFPAC were
not always applied. Better

Enclosure

Report of the
Auditor-General
- 1983/84,

pp 41-46.
(Enclosure 44)

Report of the
Auditor-General
- 1981/82,

pp 41-44.
(Enclosure 45)

Defence Audit
24/82.
(Enclosure 46)

Defence Audit
35/83.
(Enclosure 47)

Defence Audit
23/83.
(Enclosure 49)

Defence Audit
20/83.
(Enclosure 49)
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liaison between major participants
was recommended to enhance overall
effectiveness of the systien.

SEROSSAL. A 1984 Defence Audit
of this system concluded that
controls and accounting procedures
were in place and functioning
satisfactorily.

INPS. Defence Audit of this
system was mentioned in the
Anditor-General’s Report of March
1982 as described at sub-para
v(£)(3) of this Submission.

NPEMS. A 1983 Defence Audit
raised doubts as to the
effectiveness of the system and
the extent to which it met the
approved proposal.

SPECS. A 1984 Defence Audit
concluded that this system was
afflicted with an inaccurate data

base and a general lack of user
awareness.
AFMAN. A Defence Audit conducted

in 1985 concluded that AFMAN did
not comply with FR45A(3)(b)(ii).

NHAN. A Defence Audit of 1982
stated that the system was not

fully effective and that a compre-
hensive review was required to
assess overall system requirements
and the future direction of the HNavy
Personnel System.

NAVALMAQ. This system was

subject to Defence Audit in 1984.
Although the application system

was considered to have good controls
and processing appeared adequate,
the user's description of the systenm
and the standard of specifying re-
quirements to programmers were con-
sidered inadequate.

Manpower System Status - Post Audit Reviews.

The shortcomings highlighted by the audits
have all been corrected by the Department,

where appropriate.

Certificates of

accountability pursuant to FR45A4 (3) (b) (ii)
have been issued for the relevant systems; eg
AFMAN.

AMAN,

References

Defence Audit
14/84.
(Enclosure 50)

Report of the
Auditor-General
- 1981/82,

pp 43-44.
(Enclosure 45)

Defence Audit
32/83.
{Enclosure 51)

Defence Audit
85/84.
(Enclosure 52)

Defence Audit
19/85.
(Enclosure 53)

Defence Audit
5/83.
(Enclosure 54)

Defence Audit
88/84.
(Enclosure 55)
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System Proposals. The existing manpower
and pay aystems which are to be subsumed by

MSRP are listed at paragraphk (v)a. of this
Volume. The status of the various Defence
manpower systems varies considerably. Army
and RAAF both have integrated Pay and
Personnel systems, with a mini computer at
Central Office level to assist with inter-
active use of personnel data extracted from
the Sperry systenm. Navy has separate pay
and personnel systems and Civil Personnel
has an extremely limited personnel only
system. The near term nbjectives are to
improve Army (particularly Reserve) and Navy
personnel systems, with corresponding pay
enhancements, which include establishing a
common pay data base. The Perkin-Elmer
nini computer network, which supports all
data traffic to and from Sperry for the RAAF
and provides the input medium for Navy and
Army, will be subject to replacement commen-
eing 1987/88. Accordingly, alternative
processing arrangements will be required.
Migratioan to DESINE hardware from 1987/88
through to closure of Sperry in 1993 carries
with it the need to examine, define, re-
specify end wodify existing and proposed
systems.

Other Options Considered. The following
alternative approaches to redeveloping man-
power systems were considered but rejected
on the grounds that they either were not
cost effective, did not allow for funciional
decentralization along the lines of Volume
II %o this Submission or increased system
vulnerability to an unacceptable level:

a. Continue with current systems hardware
and defer redevelopment work for the
foreseeable future.

b, Proceed with single user development,
with Service personnel sysitems provid-
ing an interface with Service Pay

c. Replace the Sperry mainframe hardware
with DESINE equipment and convert exis-
ting systems with minimal enhancements.

d. Utilize commercial consulting organiza-
tions to develop systems and to imple-~
ment and maintain them.

fost Effectiveness. Preliminary estimates
on the MSRP suggest a net saving of manpower
and other resources. The principal advan-

References

MSRP Kajor Equip-
ment Submission,
page 4, paras
13-17.

(Enclosure 41)

MSRP Report
(2nd Draft),
Chapter 11.
(Enclnsure 42)

HSRP Major Equip-
ment Submission,
pages 11 & 12.
(Enclosure 41)

MSRP Report
(2ng Draft),
Chapter 8.
{Bneclosure 42)

1985 DACSP,
page 21, para-
graph 104.
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tages are expected to flow from more respon-
sive systems in such areas as shorter lead
times, better management information and
greater ability to meet unforeseen expansions.

Technical Considerations. The technical
risks inherent in the change over from one
computer system to another are assessed as
low when related to the experience gained by
the Department during other system develop-
ment and conversion projects (such as the
Honsywell to Univac conversion). The risks
will, however, increase if development time-
frames are varied from those assessed or if
manpower and financial resource allocations
are reduced or deferred during the course of
the project.

Policy Constraints. The MSRP is being
developed under a Departmental policy of

functional decentralization within the con-
text of a standardized administrative compu-
ting environment, as detailed in Volume II
of this Submission.

Action Plan. The action plan for the MSRP
allows for a phased approach to development
with the final objective being the implemen-
tation of all manpower systems under the
DESINE philosophy. The tasking to achieve
the objective has been split into three
phases, as follows:

a. Enhance existing systems, mostly on
Sperry equipment, to introduce as many
improvements as possidble prior to the
scheduled introduction of DESINE.

b. Introduce DESINE standard equipment at
units and establishments with appropriate
conmunications networks.

c. Introduce DESINE standard hardware at
the central site to replace Sperry
equipnment.

Industrial Issues. There has only been
limited contact with staff associations to
date. The ACOA has been provided with a copy
of the MSRP Working Party Report which
documents the studies undertaken. In that
Report, industrial relations has been
identified as a subject for a separate study
during development of the project. In accor-
dance with normal Defence policy, staff
savings generated by this project would lead

References

{Enclosure 4A)

MSRP Report,
paragraph 13.8.
{Enclosure 42)

MSRP Major Equip-
ment Submission,
paras 39-41.
(Bnclosure 41)

MSRP Report
(2nd Draft),
Chapter 15.
(Enclosure 42)

Volume II

MSEP Major Equip-
ment Submission,
pages 15-18,
paras 45-68.
{Bnclosure 41)

MSRP Report
(2ud Draft),
Chapters 9-11.
(Enclosure 42)

MSRP Report

(2nd Draft)
paragraph 16.16.
(Enclosure 42)

COMR Letter
769/85 of

26 Nov 85.
(Enclosure 56)
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References

to redeployment rather than retrenchment.

Industrial health issues would be taken into 1985 DACSP
account as part of the studles identified page 22, para-
above. The need for upgraded standards of graphs 107-109.
working environments has been recognized by (Enclosure 44)
the DACSP.

Australian Industry Participation.

Not applicable to this system - covered in
Section (xiii) of Volume II.

Proposed Method Of Acguisition. Not

applicable to this system - covered in Sec~
tion (xiv) of Volume II.

Consultation. The project is intended to

meet the requirements of both Service and
civilian managers. The Service requirements
are unique and there are no organizations
within Australia that perform relevant setivi-
ties for comparison. The civilian activities
do have counterparts in other Government de~
partnents. Consequently, informal discus-
sions have taken place with the following
departments and offices:

a. Public Service Board,

b. Finance,

c. Custonms,

d. Resources and Energy,

e. Science,

f. Ombudsman,

g. Australian Audit Office, and

h. Aviation.

There is no documentation of the informal PSB Minute
discussions held with these bodies; however, 84/1514 of
the minutes of an inter-departmental seminar 22 Jan 86.
conducted by the Public Service Board, at (Enclosure 57)

which Defence was represented, are enclosed.
Consultations are also intended with authori-
tiea of the Defence organizations in the US,
Canada and the UK to gain the benefits of
developments in Service personnel and pay
management in these countries.
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Consequences Of No%t Proceeding. The

consequences of not proceeding with the
project in its proposed form are that one of
the alternatives detailed at Section (vii) of
this Volume, would need to be adopted. The
consequences of these paths of action would

be:

a.

Continue with current systems hardware
and defer redevelopment work for the
foreseeable future. Some hardware is
approaching its end of life in the next
two years and will become increasingly
unreliable with an increasing risk of
failure. Equipment failure would pre-
vent the provision of payroll services,
particularly for variations and prevent
the provision of amending and managing of
entitlements and information services.
The opportunity to achieve manpower
savings in the manually operated sections
of systems would be foregone and, indeed,
would require increases in manpower sup-
port, particularly in civilian systens.

Proceed with single-~user development,
with Service personnel systems providing
an interface with Service pay. This is
the most expensive option and would re-
quire duplication of effort and some
equipment. While providing the facili-
ties required by users, it would forego
the opportunities for rationalization and
could lead tn incompatibility between
systems. This would make back-up more
difficult and deny central authorities
the opportunity to make best use of in-
formation for central planning, coordina-
tion and management systems.

Replace the Sperry mainframe hardware
with DESINE equipment and convert exis-
ting systems with minimal enhancements.
This option does not allow the improve-
ment of systems to meet the requirements
of the '80s and inte the future. Pre-
sent systems were designed in the '60s
and are outdated. It would forego
potential savings as in sub-paragraph a.
above,

Utilize commercial consulting organiza-
tions to develop systems and to implenment
and maintain them. This option will no%
realize a hardware asset for Defence and
would require long-term commitment of
expenses for leasing equipment. While

References

MSRP Report

(2nd Draft)
paragraphs

13.8 « 13.11

& 17.12 - 17.13.
(Enclosure 42).
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ipitial costing indicate that this would
be a feasible option, experience has
shown that the cost of enhancements esca-
lates rapidly. This option would pre-~
sent problems of security and control and
would be unlikely to meet expansion re-
quirements. It is doubtful whether a
commercial organization could take on a
project of this magnitude.

(xvit) Advanced Technology. Not applicable to
this system - covered in Section (xvii) of
Volume II to this Submission.
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References

Nature of, and Justification for the
Proposal

The Office of Defence Production
proposes the acquisition of additional
computing capacity in the Manufacturing
Computing Bureau. This additional
capacity 1s required to meet the
planned growth in manufacturing systems
across ODP establishments covering:

a. manufacturing control;
b. financial and management
accounting;
¢. project management; and .
d. administration..

The Manufacturing Computing Bureau
provides a service to meet the demand
for:

a. major establishments for entry
level capacity pending acquisition
of their own facility and for
supplementary capacity;

b. other establishments requiring a
complete facility;

¢. corporate systems;

d. systems development; and

--e, focus of corporate networks.

Forecasts of the growth in demand on Review of the Proposed
the Manufacturing Computing Bureau Upgrade of the

show that the equipment presently Manufacturing Computing
installed and on order will run out of Bureau, paragraph 7.4
capacity before December 1987. During (Enclosure 58)

1987/88 therefore, additional capacity

nust be provided in the form of

replacement processors, additional disc

storage and further communications

equipment, at an estimated cost of

$l.1m in 1987/88. Subsequently,

1988/89 - $0.1m, 1989/90 - $0.7m and

1990/91 - $1.2m.

The role of the Manufacturing Computing ODP ADP Strategic Plan
Bureau is central to the computing 1986/87~1988/89,
processing strategy of the 0ffice of paragraph 805

Defence Production. It provides interim {Enclosure U4B)

and ongoing processing capability for

establishments and for corporate

systems. It will become the hub of the

ODP computing network and the -
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(14)

repository for corporate information as
well as providing the gateway to other
Defence systems.

It provides a system development and
technical support facility in support
of ODP's policies of common
application software and standard
systems software.

The ongoing provision of responsive
processing capacity is necessary to
the implementation and operation of
systems which play an increasingly
vital role in the establishment of an
economice, efficient and commercially
viable defence production capability.
These systems are making a contribution
to the difficult task of managing ODP's
factories and dockyards by providing:

a. more timely and accurate
information;

b. more complete and economic storage
and retrieval of information;

c. improved financial and
administrative control of
operations;

d. dmproved. technical control,
performance and capability;

e, better production planning and
scheduling;

f. improved delivery performance;
and

Be better control of production
quality.

ADP_Objectives

The central task of ODP is the
management of Government defence
factories and dockyards with the goal
of more commercial orientation and the
injection of realistic market
perspectives into planning and
production. As part of the process of
commercialisation modern computer based
systems are being introduced. These
systems are playing an increasingly

References

ODP ADP Strategie Plan
1986/87-1988/89,.
paragraphs 602,603
(Enclosure 4B)

~

ODP ADP Strategic Plan
1986/87-1988/89,
paragraph 601
{Enclosure 4B)
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(1v)

vital role in the establishment of an
econonic, efficient and commercially
viable defence production capability.

Corporate Plan (Summary)

The continuation of the process of
commercialisation of ODP establishments
1is a policy basis for the ODP Business
Plan.

Commercialisation includes the
introduction of full costing and
progressive extension of frust account
finaneing to all establishments. It
also requires the installation of
modern computer based production
control, inventory, project management
and cost accounting systems in the
establishments., Costing and trust
account financing depend on computer
based systems for effective and
efficient operation.

The management information and
manufacturing support systems being
introduced throughout the production
establishments will ultimately converge
to encompass the concepts of Computer
Integrated Manufacturing.

ADP Strategic Plan (Summary)

The 0ffice of Defence Production ADP
Strateglc Plan 1986/87 - 1988/89
outlipes the major systems directions
and the computing infrastructure of the
0ffice of Defence Production as well as
detailing strategies and plans,

The Office of Defence Production has an
approved processing strategy for
management systems based on dispersed
facilities in establishments and a
central bureau, Integral to the
approved processing strategy is a
standard approach of compatible
hardware, standard systems software and
coomon applications software. The
standard approach is based on an IBM
orientation requiring adherence to
strategy of full YBM compatibility in
ODP computing acquisitions for
establishment management information
systems.

References

ODP Business Plan
1985/86, paragraph 1.2
{Enclosure 59)

ODP ADP Strategic Plan
1986/87-1988/89,
paragraphs 801-804
(Enclosure 4B)
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The processing environment comprises
the Manufacturing Computing Bureau,
establishment in-house facilities,
office management systems and a central
office administrative facility.

An effective and efficient
Hanufacturing Computing Bureau is
critical to the success of the
computing processing strategy. It
provides both interim and ongoing
assistance to establishments, provides
a facility for corporate systems and
information and is the hub of the ODP
wide communications network and a
gateway to Defence systems of the
future.

Several major establishments have
acquired IBM compatible racilities for
manufacturing management systems. 4
continuing programme of aequiring
medium sized in-house facilities at
major factories is proposed as well as
spall multi user systems for other
establishments, provided each can be
Justified on economic and technical
grounds.

The processing environment provides for
the requirements of financial,
manufacturing management and
administrative systems throughout the
Office of Defence Praduction. The
disposition of systems on computers is
presented in detail in Annex 6 of the
Strategic Plan together with an
implementation timetable.

Post Implementation Review

As part of the annual planning cycle a
review of systems achievements is
carried out. Details of achievement
against planned 1984/85 milestones for
each establishment system is at Annex 5
to the ODP ADP Strategic Plan,

References

ODP ADP Strategic Plan
1986/87-1988/89,
paragraph 805
(Enclosure 4B)

ODP ADP Strategic Plan
1986/87-1988/89,
paragraphs 810-815
(Enclosure 4B)

ODP ADP Strategic Plan
1986/87-1988/89,
Annex 6, (Enclosurs 4B)

ODP ADP Strategic Plan
1986/87-1988/89,
Annex 5, (Enclosure 4B)
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References
An audit by the Auditor-General of - Report of the Auditor-
general ADP controls and operations in General 1984/85
the then Department of Defence Suppert {Enclosure 60}

was completed in late 1984, It focused
on the adequacy of relevant internal
controls ay set down in the Public
Service Board Guidelines on Internal
Controls for ADP Systems and reviewed
compliance with the Audit Act and
Finance Regulations., In conclusion
Audit noted that while the former
Department of Defence Support was
endeavouring to enhance its ADP
planning, weaknesses in the planning
and management of ADP development and
in the acquisition of computer hd
facilities over several years may have
prevented it from ensuring that the
most effective solutions to its ADP
needs were obtained.

Steps taken to remedy areas of
eriticism since the creation. of the
Office of Defence Production include:

a., JInstitution of a strengthened
management infrastructure;

b, ecreéation of a Policy and Planning
Section in the Computing and
Syatems Branch;

C. improvement of procedures for
preparation of the ADP Strategic
Plan to ensure its integration.
with the Five Year Defence
Program, Corporate Planning,
financial estimates and human
resource planning;

d. improvement of procedures for
preparation of tender
specifications, cost benefit
analysis and tender evaluation;

e, improvement of deficiencies in
systems and operational controls;
and

f. remedial actlion to overcome
shortcomings in computer
operations and security.
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System Proposals

The Manufacturing Computing Bureau
supports the following systems in
various factories and dockyards:

a.

€.

Financial Accounting:

(6)

general ledger;
accounts payable;
fixed assets;

forecasting and modelling;

budgetting; and
accounts receivable.

Management iccounting:

(1)
(2)
3)

Job costing;
standard costing; and
project accounting.

Manufacturing Control:

(1)

inventory control;
bi1l of material;
material planning;

master production scheduling;

capacity planning;

shop floor scheduling and
control; and

purchasing.

Project Management:

(1)
(2)
3)

Various Administrative Systems.

activity scheduling;
resource scheduling; and
cost allocation.

Other Options Considered

Alternative strategies for
consideration in developing the

computing environment in the Office of

Defence Production include:

2.

Greater Decentralisation

This strategy involves providing

more processing capacity at
factories and dockyards and

References

ODP ADP Strategic Plan
1986/87-1988/89,
paragraph 706
{Enclosure 4B}

ODP ADP Strategic Plan
1986/87-1988/89,
paragraph 706
(Enclosure 4B)

ODP ADP Strategic Plan
1986/87-1988/89,
paragraphs 707-709
{Enclosure 4B)

ODP ADP Strategic Plan
1986/87-1988/89,
paragraph 711
(Enclosure 43)
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References

reduced capability at the
Manufacturing Computing Bureau.
This sbtrategy is not as supportive
of the common applications
software, standard systems
software and compatible hardware
strategles that the present well
balanced strategy provides which
combines centralised and
decentralised facilities linked in
a network. Corporate systems and
information policies are not
readily catered for. It is also a
more expensive option in terms of
financial and staffing resources.

Greater Centralisation

Greater Centralisation involves
increasing the capacity of the
Manufacturing Computing Bureau and
reducing the factory and dockyard
facilities to nodes in a network
with limited local processing
capability. It is the least cost
optiocn through the benefits of
scale and reduced software costs.
While this option requires greater
emphasis .on contingency planning,
it also provides more flexlbility
in responding to changing
processing requirements which
could result from Government
initiatives.

External Bureau

External bureau processing, while
it provides many of the benefits
of centralisation, is a much more
expensive option.

Curtailed Development

ADP systems are being developed in
support of ODP corporate
objectives. Curtailed development
would jeopardise the achievement
of those objectives.
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(x)
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Cost Effectiveness

The costs of acquiring the equipment to
implement the proposed computing
processing environment in the 0ffice of
Defence Production as follows ($'000):

1987/88 88789  89/90 90/91
Manufacturing Computing Bureau

4100 100 700 1200

In accordance with Department of
Finance directives, users of the
Manufacturing Computing Bureau are
charged for the service. While thias
charging is currently notional, it is
planned to move to full cost recovery
over time. It is estimated that
charging for services will generate
reventies of approximately $1.7m p.a.

Technical Considerations

4 review of the proposed upgrade of the
Manufacturing Computing Bureau and
assoclated ADP strategies was
undertaken in 1985 by a consultant and
a seconded officer from the Computing
and Systems Branch in the Office of
Defence Production. Conclusions
relevant to this proposal are included
in the Review of the Proposed Upgrade
of the Manufacturing Computing Bureau.

Policy Constraints

The proposal is within Government
policy and is not restricted by it.

Actdon Plan

a. Prepare Request for Tenders, June
1986;

b. Issue Request for Tenders, October
19863

References

ODP ADP Strategic Plan
1986/87-~1988/89,
paragraph 807
(Enclosure 4B)

Review of the Proposed
Upgrade of the
Manufacturing Computing
Bureau, paragraphs

Tl = 7,10

(Enclosure 58)
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(xiv)

(xv)

(xvi)

¢. Evaluate tenders, January 1987 -
June 1987; and

d. Establish contracts, December
1987,

Industrial Issues

Staff associatiocns have been advised of
the proposed upgrade of the
Manufacturing Computing Bureau.

Australian Industry Participation

Covered in Section (xiii) of the
Overviev to the Strategy (Volume II).

Proposed Method of Acguisition

Covered in Section (xiv) of the
Overview to the Strategy (Volume II).

Consultation

The Department of Local Government and
Administrative Services was consulted
by the review team and was supportive
of the approach.

Consequences of not Proceeding

All defined systems in the Office of
Defence Production, whether
implemented, under development

or proposed are allocated a priority
category as follows:

Category' A ~ Essential to corporate
objectives;

Category B - Strategic to corporate
objectives, for
immediate attention;

Category C -~ Strategic to corporate
objectives, for
development as soon as
possible within
available resources;

References

ODP letter EDB 75/86
of 27 Feb 1986
{Enclosure 61).
ODP letter EDB 75/86
to ASPSA of 27 Feb 86
(Enclosure 62).

-

ODP ADP Strategic Plan
1986/87-1988/89,

Annex 3b.

(Enclosure 4B).
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Category D = Cost effective, for
development within
user's resources;
Category E - Development for
research, pilot or
exploratory projects,
limited resources should
be committed.
The majority of curreat projects using
the Manufacturing Computing Bureau are
defined as Category A or B.
(xvii) Advanced Technology .

Covered in Section (xvii) of the
Overview to the Strategy (Volume II).
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Central Reserve Pay Systenm

Controller, Organization and Manpower Resources
Coaputing Services Division

Commonwealth Scientific Industrial Research
Organization

Computing Systems O0fficer
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Defence Computing Infrastructure Study Working
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Defence Force Development Committee

Defence Instruction (General) Persoanel

Defence Integrated Secure Communications Network
Discharge Pay Systen

Department of Industry, Trade and Commerce
Department of Local Government and Administrative
Services

Defence Supply EDP Steering Committee

Defence Supply Retail Mini-computer System (RAAF)

Electronic Data Procesating

Pirst Assistant Secretary Computing Services
Five Year Defence Programme
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Office of Defence Production
Occupational Health and Safely
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APPENDIX 2
GUIDELINES FOR ADP ACQUISITION SUBMISSIONS
TO COMMITTEE - 21 MAY 1985



COMMONWEALTH OF AUSTRALIA
JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

45, AUSTRALIA &
it

PARLIAMENT HOUSE
CANBERRA. ACT.
TEL 72 7455

Dear

INVOLVEMENT OF THE JOINT COMMITTEE OF PUBLIC ACCOUNTS IN THE
ACQUISITION OF ADP FACILITIES

1., The Joint Committee of Public Accounts has been given a
standing reference by Parliament to investigate and report on
proposed major acquisitions of ADP facilities by the
Commonwealth.

2. This instruction sets out the information reguirements of,
and procedures to be followed by, the Public Accounts Committee
in discharging its duty to investigate and report on proposed
acquisitions of ADP facilities by the Commonwealth.

3. The following motion was moved by the Leader of the House in
the House of Representatives on 8 May 1985:

(1) That, in accordance with paragraph 8 (1) (d)
of the Public Accounts Committee Act 1951,
this House refers to the Joint Committee of
Public Accounts for investigation and report
as necessary from time to time, the proposed
acquisition of automatic data processing
facilities by any Commonwealth department or
authority of the Commonwealth staffed under
the Public Service Act 1922; notification of
intention of which is to be conveyed to the
committee by the Minister responsible for the
department or authority intending to acquire
the facilities.

That this resolution will continue in force
unless and until amended or rescinded by the
Senate or the House of Representatives in this
or a subsequent Parliament.

(2

(3) That a message be sent to the Senate
acquainting it of the resolution and
requesting its concurrence.



This motion was subsequently passed by both Houses of Parliament.
A copy of the relevant extracts from Hansard is attached.

4. The motion reflects the Government's concern that major
ADP acquisition proposals are often of such complexity and raise
such important rzelated issues that they cannot be dealt with
adequately under the severe pressures imposed by the Budget
timetable. It is intended that the Committee's scrutiny of ADP
acquisition proposals will occur outside the annual budget
process and will precede any Cabinet approval for the
commencement of the tendering and acquisition process,

5. R b1 e heraf invited bmj
s T 3 rye: Y

6. ADP acquisition proposals (as defined in Finance
Circular 1984/7) will normally be referred to the Committee for
examination and report where the purchase cost over three years
of hardware, related software and specific site preparation;
and/or the cost of leasing or renting the same over four years
exceeds $5 million. Referrals to the Committee will be at the
discretion of Cabinet.

7. The Committee will look to the proponent
department/authority and other agencies currently involved in the
ADP planning and acquisition process to demonstrate inter alia
that the proposal makes good economic sense and will stand up to
public scrutiny, that it is in accord with corporate and ADP
strategic objectives and represents the most effective means of
achieving these, that industrial relations and employment issues
have been fully considered and that the proposal provides maximum
benefit for Australia's industrial development.

8. Proponent departments/authorities should provide the
Committee with three categories of documents; viz an Executive
Summary, Proposal Overview Document and Supporting Documentation.

9. EXECUTIVE SUMMARY - a succinct statement of
approximately 5 pages length which summarises in non-technical
language the crucial information presented in the Proposal
Overview Document.

10. PROPOSAL OVERVIEW DOCUMENT ~ this should provide
description, explanation and argument of a more detailed nature.
The document should specifically address issues under the
following headings, and may include additional information as
deemed necessary by the department/authority or as requested by
_the Committee. It is not the Committee's intention that
information already contained in other documentation should be
unnecessarily duplicated here. However, where the information
crequested under these headings is contained in supporting
documentation and reports (eg the Strategic Plan), this should be
clearly identified and cross-referenced.



(i)

(ii)

(iii)

(iv)

(v}

(vi)

{vii)

{viii)

(ix)

a description of the proposed acquisition, and
a clear statement of the justification for the
proposal in terms of its benefits and costs,
including the specific needs which the proposal
is intended to satisfy.

ADP objectives - an overview of approved ADP

objectives together with their relationship to
authorised departmental/authority objectives
and work programmes.

y) - a statement of the
co:porate objectives and plans of the
organisation with emphasis on management
information systems which are planned or in
operation.

gaic P - a description of
the present ADP facilities and the major
systems operating on them. It should cover
future plans, a risk analysis, contingency
planning and the involvement of internal audit
in the planning process. Comments from the
Public Service Board on the ADP Strategic Plan
should be included. Any significant differences
between the ADP Strategic Plan and the
acquisition now proposed should be highlighted.

i i ~ the outcome of the
review carried out on the present ADP systems.
Relevant comments made by the Auditor-General
and/or internal audit should also be included.

DLoY - details of the proposed
systems that will run on the computing
environment being acquired and how these relate
to existing systems. This information should
include a conceptual description of each system
proposed.

i -~ a description of the
alternative development strategies and
acquisition options considered together with an
explanation as to why other options have been
eliminated.

i - a cost analysis of each
option with a detailed benefit/cost analysis of
the most promising of these. (It is accepted
that in some instances it may prove difficult
to attribute definitive dollar amcunts to
qualitative or intangible benefits.)

i 3 -~ summary of technical
issues including risks and constraints
associated with each of the most promising
options and how these have influenced the



(x)

(xi)

(xii)

{xiii)

(xiv)

(xv)

-4 -

selection of the preferred option. The question
of the compatability of new and existing
equipment in terms of both intercommunication
and systems transfer should be addressed.

i - a statement on the extent
to which Government policy considerations
restrict or influence the determination of
available options, Specific justification
should be given for a recommended option where
it appears to be in conflict with such
policies.

Actjon Plan - a statement on the planning
processes and systems methodologies to be used.
This should detail the expected timetable for
implementation together with staff required,
including contracted staff or consultants,
classifications and costs. It should also
explain in detail the financial processes in
relation to the annual budget.

i i - details should be provided
of consuyltation arrangements with users and
their staff associations on the proposal, and
of industrial relations issues which have, or
are expected, to arise. The results of a job
impact study showing, inter alia, the effect
the system is expected to have on staff levels
and classifications and on occupational health
and safety should also be included. The study
should have been developed in consultation with
the appropriate staff associations.

) ici i - an outline
of the hardware, software and services that
could be supplied by Australian industry with
particular reference to offsets and government
purchasing preference. If no such participation
is thought possible, reasons should be given.

Prop i ~ by public
tender or Certificate of Exemption. If the
latter is used the reasons should be stated and
if they are commercially sensitive the
Committee should be informed. A statement
should also be made about the proposed method
of acquisition, e.g. by lease, rent or outright
purchase and justification given for the
preferred option,

Consultation - a copy of any relevant comments
submitted by the Public Service Board,
Department of Finance, CSIRO, Department of
Employment and Industrial Relations, Department
of Local Covernment and Administrative Services
and the Australian Audit Office, private
consultants and staff associations.



(xvi) ~ an assessment
of the consequences and risks incurred in the
event that the proposal does not proceed.

{xvii}) - an assessment of the
extent to which the proposal involves the use
of advanced technological facilities not yet in
common use within the private sector and/or the
public sector.

11. SUPPORTING DOCUMENTATION -~ departments/authorities
should also include in their submission to the Committee copies
of pertinent supporting documentation including:

. the most recent version of their ADP Strategic
Plan

. the current Corporate Plan
. a Job Impact Study Report

. any independent consultant's reports on the
proposal

12, It will be the Committee's policy to avoid delaying the
tender and acquisition processes unduly. It is in the
department's/authority's interests to ensure that it provides the
Committee with the information outlined above as soon as possible
so that the Committee's investigations are progressed in an
orderly and timely manner.

13. It is expected that the head of the department or
authority concerned will attend the Committee hearings to explain
the need for the acquisition and their personal commitment to its
success.

14, The Committee will make its recommendations in reports
to Parliament from time to time. Should the Committee's report be
completed and the Parliament not be sitting, alternative
arrangements will be made to release the report. Changes to the
Committee's requirements will be advised as appropriate.

15. Should you require clarification of any of these
requests or wish to offer constructive comment on them, I would
be pleased to discuss the matter with you.

S

M J Talberg
Secretary
21 May 198S
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COMMONWEALTH OF AUSTRALIA
JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

25, AUSTRALIA &
ey
PARLIAMENT HOUSE
CANBERRA, A.C.T.
TEL. 727455
TELEX AAG1689
FAX 727689

Mr F R Harvey

FAS Financial Services and Internal
Audit Division

Department of Defence

Campbell Park Offices

CANBERRA ACT

DEPARTMENT OF DEFENCE ADP ACQUISITION

Under the terms of its standing reference to report to the
Parliament on proposed major acquisitions of ADP facilities by
the Commonwealth, the Joint Committee of Public Accounts is
presently reviewing your recent submission on Project DESINE and
the three related procurements included therein. The Committee
has scheduled a public hearing for Thursday, 5 June 1986, An
invitation has been forwarded to your Secretary to attend these
hearings {copy attached).

I am now writing to seek clarification and amplification on
several points which have arisen from an intifal review of the
submission and subsequently through informal discussion with some
of your officers. In particular, responses to the attached
questions will greatly assist the Committee to reach conclusions
upon which to base its report to the Parliament.

The Committee would also appreciate further detail on the process
of approval leading up to this reference being made to the
Committee. The Committee is raising this matter in relation to
all future referrals directly with the Minister for Finance.
However in the interim it requests your advice specifically on
Cabinet submissions and decisions concerning this proposal and in
particular, the terms of the Cabinet decision of 16 December 1985
which resulted in the referral of this proposal to the Committee.
You will appreciate that the terms of any 'in principle’ approval
given by Cabinet in making such a reference will determine
exactly what proposal or proposals the Committee is required to
review,

In addition, this may be an appropriate opportunity for your
Department to elaborate or reinforce the following matters:

the precise timing envisaged for the initiation and
conduct of procurement action {a table which summarises
the timing of the major events and approvals envisaged
for the establishment of contracts and subsequent
project acquisitions would be helpful);



the implications of this for the timing of the
Committee's report to Parliament;

the necessity or otherwise for further references to
Cabinet and to this Committee at the time funds are
requested for:

=  the SSRP, MSRP and ODP project acquisitions
referred to in your submission;

- any other projects or extensions of the above
projects; and

any other matter you may wish to clarify about the
sequence and nature of the approvals which you expect
to follow the Committee's report to Parliament.

It will assist the Committee's consideration of your proposal
great]ly if you could provide replies to the matters above as soon
as possible. A reply to the attached questions is requested by
Wednesday 2] May. If you require any further clarification of
these requests please do not hesitate to contact myself or

Dr Capp in the Secretariat.

M J Talberg
Secretary
/3‘May 1986



1) COST-EFFECTIVENESS

The absence of current cost anzlyses and detailed benefit/cost
analyses for all of the propused major procurements as specified
in the criteria for submissions to the JPCFA is noted, although
subsequent discussions with your cfficers have made it clear that
in some arsas these studies are still in train. Nonetheless,
some of the i1nformation which 15 contained in the submission
relating to procurements proposed for 1987 and beyond 1s based on
cost data prior to 1984-8%5. In sgmne other areas cost-
effectiveness 12 not mentioned at all.

The Committee’'s enquiry will be facilitated by having your views
on the r1ssues and questions below:

a) The groposed use of DISCON to provide the communications
required by the decentralised DESINE concept involves a
point related to cost-effectiveness. ‘Your submission states
that & paclet-switching capability will be a requrement and
that DISCON., as it 1s presently being procured, does not
include packet switching., The submission does not contain
any cost provisions for upgrading DISCOM to the required
capabilitv. Further the submission acknowledges that the
vast majority of admnistranive computing involves
unclassi+ied material, Inasmuch as packet switching already
w1sts 1n Telecom, whaich in fact is now used for Defence
admin:strative computer communications, two questions arise:



i) What will be the cost and schedule factors in the
DESINE Project if DISCON must be upgraded to provide
the packet switching capability?

ii) How will the DISCOM upgrade costs and thereafter
the ongoing maintenance and operations outgoings
compare in a cost-effectiveness analysis with the lease
costs for existing Telecam facilities?

b) In the areas of the Supply and Manpower Systems
redevelopaents, much of the comparative cost data upon which
the evaluations were based stemmed from studies performed as
early as 1982. Recagnising that significant variations in
exchange rates and unit prices have occurred over recent
years, and also the better appreciation of the detailed
requirements which have emerged through ongoing studies:

i) Uuhat are the current cost-effectiveness pasitions
of the various options considered for SSRP and MSRP,
and how would they be affected by phased or partial
approvals for expenditure (perhaps due to financial
constraints) as envisaged by the submission in several
places?

2) MANPOWER

The absence of the Job Impact Study Reports as specified in the
criteria for submissions to the JPCFA is noted, although the
documents did cover well the included aspects of occupational
health and safety and consultations with staff associations about
pending changes.

The background analyses of the DESINE concept persuasively
present the conclusion that decentralisation inevitably requires
greater numbers of staff, particularly technical computing staff,
than does the equivalent capability operated centrally.
Nonetheless these analyses also persuasively conclude that the
overall i1mpravements outweigh the effects of the strain on
mManpower resources.

Other sections of the submission acknowledge that for the
present, at least, technical computing staff resocurces are
already strained by a severe supply/demand mismatch. Finally, in
other sections, the submission describes a scenario over the next
several years in which the existing Defence Central computer
systems will continue to be maintained and operated, and the
existing mini-computer communications network will carry on to
the end of their useful lives. It suggests that the first
projects within the DESINE system will be implemented
progressively using an overlapping schedule. While the plans to
1ncrease the use of uniformed staff in the area of ADP are noted,
it 15 recognised that most of the technical computing staféf
needed for initial development and commissioning inevitably will
hee crvilram,



These statements lead to several questions about manpower
resources:

a) What detailed plans for staff utilisation have been
prepared to shaow the total requirements for net new staff,
especially as they will be phased over the buildup period?
Can you provide these plans, or summaries aof them, to the
Commi ttee?

b) Where shortfalls have been identified, what plans exist
to make up the required differences through training,
additional recruitment, transfers, etc.? UWhat will ke the
timing of such actions, and haow will they mesh with the
proposed project implementation plans? What assurance can
there be that the present staff shortages will not be
materially aggr :avated, perhaps Service-wide?

c) In the case of the planned re-deployment of staff from
the presently centralised operation to a future
decentralised one, have consultations been held with the
staff likely to be directly affected? Have such
cansultations led to the canclusion that ng significant
defections will ensue, thereby placing a further strain on a
situation already said to be a difficult one?

Z) ACRUISITION STRATEGY

a) The submission describes the proposed acquisition
strategy as comprising three categories of S-year period
contracts. In respect of categary ‘A, that for procurement
af DESIMNE-related projects, the statements describing your
plan to adopt a standard network architecturz seemed
somevhat ambiguous. In some places the desired system was
described as one which would be an ‘international standard-’.
Other places seemed to emphasise the desirability of using
only tried and proven technalagy. Further there were
discussions of the need ultimately to embrace the so-called
"Open Systems Interconnection" Finally, informal
discussions with your officers suggested that the
forthcoming request for tenders will permit any responsive
offer but will ask proposing vendars to indicate their
intentions for accommodating international standards as such
might emerge in the future.

i) In light of this perceived ambiguity, could you
please state directly your intended acquisitian
strategy for a standard network architecture in a way
which will give confidence to the Committee that no
subsequent, expensive conversion will have to be
undertaken part way through the planned life of the
DESINE regime?

At dfrer may Liee Lommittes ecsure 1tsald that anv



category ‘A’ contract which may result will not
preclude effective competition at the time of planned
ranewal?

i1i) If the networt architecture that 1s selected is
te be ‘standard’, why cannot other suppliers
participate? What is the need for a S-year period
contract with a single prime contractor only?

b) The propesed category ‘C’ of the procurement plans
envisages a S-year period contract for the acquisition of
‘stand-alone micro-computers and small office systems’. The
submission goes on to state that, "Subsequently, the need
for a third (additional to those two for categories A’ and
‘B'] period contract ... was identified." From this the
Committese would infer that & single contractor for category
‘C' is contemplated, not a panel of centractors. This
observation leads to two questions:

i) What 1s the justification for giving all the
business of the largest Department of the Commonwealth
to one vendor in an area which essentially i1nvolves
wh&at 1s becoming a commonplace i1tem of ordinary
business equipment produced by many suppliers, both
fiustralian and foreign?

11)  What difficulties are involved :n the continueo
use ef the enisting panel period contract (which
involves several eligible and acceptable suppliers: for
this class of supply?



APPENDIX 4

JPCPA REQUEST TO THE DEPARTMENT OF LOCAL GOVERNMENT
AND ADMINISTRATIVE SERVICES - 14 MAY 1986



COMMONWEALTH OF AUSTRALIA .
JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

U AUSTRALIA &
sty
PARLIAMENT HOUSE
CANBERRA, AC.T
TEL. 72 7455

TELEX AAG168S
FAX 727689

First Assistant Secretary

Purchasing and Disposals Division

Department of Local Government
and Administrative Services

Administrative Building

PARKES ACT 2602

DEPARTMENT OF DEFENCE ADP' ACQUISITION PROJECT DESINE AND RELATED
PROCUREMENTS

Under the terms of its standing reference to report to the
Parliament on proposed major acquisitions of ADP facilities by
the Commonwealth, the Joint Committee of Public Accounts is
presently reviewing a submission by the Department of Defence
relating to project DESINE and three related procurements.

The Committee will be holding public hearings on Thursday, 5 June
at 9.30 am in the House of Representatives Meeting Room No 1. The
Committee requests the attendance of & representative from vour
Department at this hearing. Could you please advise the full

name (s) and designation(s) of the officer(s) who will be
attending.

I am enclosing copies of the Executive Summary and the four
overview documents which have been provided by Defence., There are
two or three issues which you might wish to review closely, so
the Committee might have the benefit of your advice on these
natters:

1) The Defence submission contemplates, among other
things, awarding three five-year period contracts
following initial tenders. Each contract would
cover a separate category of supply and there would
be a single prime contractor for each. All together
it appears that several hundreds of millions of
dollars of equipment and services would then be
acquired using these three period contracts. Period
contract A alone appears likely to involve more
than $200 million. The Committee wisnes to assure



itself that such a mechanism is the most
appropriate vehicle for a series of procurments of
this type, and that such a course complies with
stated policies of the Government? The Committee
requests your advice on these matters.

2) Period Contract A would also result in the
successful initial tenderer suppling systems and
equipments that conform to a 'network archicecture'
which thereafter would form a standard for use in
the Department far into the future. The Committee
wishes to assure itself that such a course will not
materially diminish the Commonwealth's ability to
reap the ongoing benefits of competitive purchasing
in subsequent years? Your comments are invited on
this question.

3) Period Contract C proposes that 2 single prime
contractor be charged with the ongoing supply of
stand-alone mocro-computers and small office
systems for five years. No specific requirement for
any purchases in this category is identifiea in the
submission. Would such an arrangement, not
involving any particular 'deliverable', constitute
2 valid contract? Does it comply with existing
purchasing policies? Given existing period
contracts, which are currently in place, is the
establishment of such a contract justified?
Discussions with Defence officers suggest that, in
the interests of standardisation, use of the
Defence period contract will be mandatory for all
Defence purchases in this category. Your comments
are requested on these proposals.

There may be other issues that ycu wish to canvass, and if so I
shall be pleased to arrange for other parts of the entire
submission to be made available to you, although it is a weighty
document, comprising 63 enclosures and more than 2000 pages in
total.

I would be ygrateful if you would reply to this preliminary
enquiry by Friday 23 June 1986.




APPENDIX 5
JPCPA REQUEST TO THE PUBLIC SERVICE BOARD - 14 MAY 1986



COMMONWEALTH OF AUSTRALIA
JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

v

4, AUSTRALL,
e

PARLIAMENT HOUSE
CANBERRA, A.C.T
TEL. 72 7455

TELEX AAG1689
FAX 727689

The Secretary
Public Service Board
McLachlan Offices
National Circuit
BARTON ACT 2600

Attention: Mr Warren Lang

DEPARTMENT OF DEFENCE ADP ACQUISITION PROJECT DESINE AND RELATED
PROCUREMENTS

gnder the terms of its standing reference to report to the
Parliament on proposed major acguisitions of ADP facilities by
the Commonwealth, the Joint Committee of Public Accounts is
presently reviewing & submission by the Department of Defence
relating to project DESINE and three related procurements.

The Committee will be holding public hearings on Thursday, 5 June
at 9.30 am in the House of Representatives Meeting Room No 1. The
Committee requests the attendance of a representative from your
organisation at this hearing. Could you please advise the full
name{s) and designation{s) of the officer(s) who will be
attending.

I am enclosing copies of the Executive Summary and the four
overview documents which have been provided by Defence. There are
two or three issues which you might wish to review closely, so
the Committee might have the benefit of your advice on these
matters:

1) The Defence submission contemplates, among other
things, the functional decentralisation of ite
administrative computing. That is, over time 1t
contemplates develving many of the computiny
activities in support of such areas as supply,
technical services, manpower, pay and personnel
record-keeping, etc., away from the day-to-aay
control hitherto strongly centralised at Defence
Central. The submission explains at length the



2)

2

ramifications of this strategy on the demand for
increased numbers of technical computing staff, It
concludes, however, that the ultimate benefits will
outweigh the intitials staffing strains. If, as the
submission implies, there is already a severe
strain on the overall availability of gualified
computer staff in the public service, the timing of
such a shift might have an impact beyond the
Defence Department. The Board's specific advice is
requested on what action is being taken or planned
to deal with the perservering difficulties with
recruiting and retaining qualified computer
personnel in Commonwealth Government employment
given the existing classification and salary scales
of CSO'S and the strong demand for computer
personnel in private enterprise. what is the
Board's attitude to the use of contract programmers
to ease staff shortages?

A concomitant of the strategy of decentralisation
proposed by Defence would be the need to transfer
many of its existing Defence Central computing
technical staff to other locations and
organisations. If the availability of staff is as
important to the success of the undertaking as it
is said to be, the Committee would wish to satisfy
itself that no significant deleterious effects will
arise from the planned implementation due to
industrial relations problems? For example, the PSB
may recommend in view of the likely displacement
and relocation of staff, that a formal agreement be
negotiated with staff associations at an early
stage setting out the precise conditions which
would apply for staff relocation. The Board's views
on this matter and others including occupational
nealth and safety issues are invited. Your specific
advice on the Board's attitude to requests by starf
associations for the compulsory radiation testing
of individual VDU'S is requested,

There may be other issues that yecu will wish to canvass, and 1f
so I shall be pleased to arrange for other parts of the entire
submission to be made available to you, although 1t is a weighty
document, comprising 63 enclosures and more than 2000 pages in

total.

I would be grateful if you would reply to this preliminary
enquiry by Friday 23 May 1986.

«A&c_%

M J Talblry
Secr 'y
I4 May 1986
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DEPARTMENT OF DEFENCE
RUSSELL OFFICES
CANBERRA, A.C.T, 2800

W REALY gUOTEL

86/525

21 May 1986

-
Mr M.J. Tale{g
Secretary

ent House
CANBERRA ACT 2600

Dear Mr Talberg

PROPOSED COMPUTER ACQUISITION

Thank you for your letter of 13 May 1986 on JPCPA consideration
of this Department's ADP acquisition strategy and projects

I understand that yow have arranged for the Chairman of the
JPCPA to write to my Minister regarding the Cabinet submission and
decision which resulted in reference of the Department of Defence's
proposal for the acquisition of administrative computers to the
JPCPA. I can however assure you that the submission to the JPCPA is
completely consistent with the Government's decision. The answer to
your other guestions follow.

As requested, a table which summarises the planned timing of
major events and approvals is at Annex A. For the time-table to be
achjeved the approval to proceed is required by the end of August
1986.

The procedures for reference to Cabinet and the JPCPA are set
out in Finance <Circular VNo. 1984/7 and Public Service Board
Memorandum No. 81/1792. 1In essence, for proposals estimated to cost
more than SM5 the procedures are that following in-principle
approval by Cabinet and dependent upon a satisfactory report fron
the JPCPA, proposals will be funded in the budget context. Using
SSRP as an example, this neans that funding for various stages of
that project will be sought progressively through budget Cabinets
having regard to the JPCPA report. The same procedures apply to
MSRP and the ODP acquisition.



Any other projects., or extensions of those referred to above,
not identified in the current submission, will be expected to follow
the Department’'s acquisition and standardisation strategy, and will
be submitted to Cabinet (and to the JPCPA if reconmended by Cabinet)
in accordance with the prescribed procedures.

Annexes B to D contain responses to matters raised in the
attachments to your letter.

F.R. HARVEY 7
First Assistant Secretary
Financlal Services and Internal Audit Division



Notes:

Apr
May

Dec
Jun
Jun
Aug
Qct
Oct

May

Sep
oct

ANNEX A

PLANNED APPROVAL_AND PROCUREMENT ACTION AS_AT_21_ MAY 86

83
84

85
86
86
86
86
86

87

88
88

SSRP.

MSRP.

SSRP.

SSRP.

MSRP.

0DP.

SSRP.

MSRP.
oppP

SSRP.
MSRP .

oDP.

MSRP.

0DP.

oDP.
SSRP.

All projects and expenditures are subject to
Defence approval and Government budgetary
processes and procedures.

All expenditures are estimates and based on April
86 equipment prices and dollar values.

DFDC agreed to commence project.

Government agreement to the acquisition strategy
proposed for DESINE.

Government agreement to referral to the JPCPA.
JPCPA DESINE hearing.

DFDC approval Phase 2 (Phage 1 nil procurement)
JPCPA Report on DESINE.

DFDC approval Depot/Base project.

Issue DESINE RFT.

Approval of funds in Budget context for Depot
Base Development machine. ($0.6M)

Approval of funds in Budget context for Phase 2
Canberra development and sector equipment.
($2.84)

Approval of funds in Budget context for
Manufacturing Computing Bureau (MCB) and
supporting equipment.(S$4.1¥)

Establish DESINE Period Contracts

Place order for Development machine Depot.Base
system.

Place orders for Phase 2 requirements,

Place orders Manufacturing Computing Bureau(MC8)
and supporting equipment

Delivery of Development machine.

Deiivery of Phase 2 Canberra development and
sector equipment.

Delivery of MCB and supporting equipment.

Approval of funds in Budget context for Phase 2
Melbourne sector, Pay Systems, Army Systems and
base and sector equipment {part procuvement},
($10.4M)

Approval of funds in Budget context for MCB
supporting equipment.{$0.14)

Place orders for MCB supporting equipment.

DFDC approval Executive project.



Dec 88

FY 88/89

Jul 89

FY 89/90

May €0

Jul 90
Sep 90

Dec 90

FY 90/91

Apr 91

MSRP.

ODP.
MSRP,

SSRP.

MSRP.

0DP.

SSRP.

SSRP.

MSRP.
0pP.
SSRP.

ODP.
MSRP.

SSRP.

MSRP.

oDP.

SSRP.

ODP.

MSRP.
ODP.

SSRP.

MSRP,

MSRP.
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Delivery of Melbourne sector and Pay Systems and
Army Systems equipment.

Delivery of MCB supporting equipment

Progressive dellveries of part procurement of
base and sector equipment.

Approval of funds in Budget context for three
Depot/Base sites and Executive system development
machine. ($7.7M)

Approval of funds in Budget context for base and
sector equipment (balance of procurement).
{812.7M)

Approval of funds in Budget context for MCB
supporting equipment.($0.7¥)

Place orders for three sites Depot/Base systenm
and Executive system development machine.
Progressive deliveries three sites Depot/Base
system and the Executive system development
machine with the first delivery in Dec 89 operat-
ional in Jun 90.

Progressive deliveries of base leve]l and sector
equipment continues.

Place orders for MCB supporting equipment.

OFDC approval of Policy and Resources project.
Delivery of MCB supporting equipment.

DFDC approval of Phase 3.{Canberra Central
System}

Approval of funds in Budget context for 20 Depot
Base sites and Policy and Resources development
machine. ($8.5M)

Approval of funds in Budget context for Phase 3
Canberra Central System { part procurement )
($6.1M) .

Approval of funds for MCB processor upgrade and
supporting equipment.(S1.24)

Place orders for 20 sites Depot Base system and
Policy and Resources development machine.

Place orders for MCB processor upgrade and
supporting equipment.

Place orders for Phase 3 Canberra Central System
Delivery of MCB processor upgrade and supporting
equipment.

Progressive deliveries of 20 sites Depot/Base
system with the delivery of the Policy and
Resources development machine in Dec 80.
Progressive delivery of base level and sector
equipment continues and concludes Dec 90,
Delivery of Phase 3 Central system.



Jul 91
Dec 91
FY 91/92

FY_92/93

May 92

Jul 92
FY g92/98

SSRP,
MSRP.
SSRP.

MSRP.
SSRP.

SSRP.

SSRP,
SSRP.

Approval of funds in Budget context foar 33 sites
Depot/Base systenm. ($7.6M)

Approval of funds in Budget context for balance
of procurement of Phase 3 Central System.($3.9M)
Place orders for 38 sites Depot/Base system,
MSRP fully implemented and operational.
Progressive deliveries of 33 sites Depot/Base
systen.

Approval of funds iIn Budget countext for 14 Depot
/Base sites.($3.1M)

Place orders for 14 sites Depsot/Base systenm.
Progressive deliveries of 14 sites Depot/Base
system(To Dec 92 only).



COST-EFFECTIVENESS

DISCON_Issues (Question 1(al})

1. Some clarification of the curreat relationship between
DESINE and DISCOX is appropriate, the numerous references to the
latter in the JPCPA Submission Enclosures having been made over a
considerable span of time. An understanding of the current
situation may be obtained from paragraphs 74 and 73 of the 1985
Defence Administrative Computing Strategic Plan (DACSP) (Enclo-
sure 4A to the JPCPA Submission} which state:

"Present indications are that in the long-term most
data communications needs for administrative computing
will be provided via the Defence Strategic Communica-
tions Network. The Key element of this network is the
siauned and approved Defence Integrated Secure Communi-
cations Network (DISCON} which will he Introduced pro-
graessively Yertween 1986" (now 1987) "and 1990. The
initial DISCOY implementation will provide non-switched
data communications services. The provision of packet
switching services for classified and non-classified
data communications is planned as a further develop-
ment."

“The move from rthe existing situation to reliance upon
“he Defence Strategic Communications Nesfwork will in-
valve various transition arrangements, each with
different combinations of TELECOM (possibly both Digi-
tal Data Service and Austpac) and Defence owned faecili-
ties. The precise nature of these arrangemencs will
evolve as planning for DESINE, SSRP., MSRP, DISCOX and
related projects progresses.”

2. Defence Strategic Communications Netwark (DSCN) plans
cover regquirements for secure and non-secure data communications.
As its title suggests, the Defence Integrated Secure Communica-
tions Network (DISCON) Project covers requirements for secure
communications. Planning for both non-secure and secure
(DISCON) elements of OSCN to fncorporate packet switching is
proceeding on the basis that it is a cost-effective network
solution.

3. A recent classified report on Defence data communica-
tions options identified six options for Defence data traffic.
An unclassified diagram of these options, derived from that

report, is attached as Appendix 1. Decisions on which options
will be used for particular systems under DESINE will be made as
detalled requirements for these systems are specified. Those

decisions will be based on various factors, including national
security requirements, network capacity and cost-effectiveness.
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1. On the basis of the above, while the strategy remains
the transition to the Defence Strategic Communicaticns Network in
the long-term, it is not possible to answer the specific ques-
tions raised at this stage other than to confirm that cost and
scheduling factors for systems developed under DESINE will be
considered against communications and security needs of specific
applications.

SSRP _Cost Effectiveness_fQuestion 1(b))

The JPCPA submlssion (Volume 3, Section viii) provides
infn mation on cost effectiveness related to the selection of the
approach to be adopted to SSRP development. Since hardware costs
against each of the options are more or less equal, relativity
over time for the remalning costs will be proportional to the
programming effort involved. Cost savings in dollar terms must
increase over time for the two development options (B & C) in
comparison with the conversion option (A). The costs of the SSRP
options at April 1986 prices are as follows:

{Prices) sy June 1982 april_1988

Option A 100 121

Option B 339 3935

Option C 190 229

6 Appendix 2 provides details. together with the current
project cost estimate (SM226.00). The current estima<e includes

real increases for additional sites for implementation of SSRP
systems and communication requirements for DISCON (total additio-

nal cost SM3 700) which were not forecast in 1982. The estimates

for Options A, B and C above do not reflect these additional
requirements, but their inclusion would result in a uniform

dollar increase across all options. Based on cost updating from June
1982 to April 1986. Option C would still be the preferred option.

7. While the JPCPA Submission provided costs at June 1982
prices. this was only for comparison purposes. Equipment and
other costs have been progressively updated since selection of
Option € (Volume 3, Section viii) in accordance with Departmental
financial requirements. The estimates provided at Enclosure 22
tn the submission are at April 1986 prices and will be reviewed
annually, or at the time that firm equipment requirements are
established as a basis for procurement

8. The intention 1s to seek total financial approval at
the completion of systems definitfon for each sub-project. This
will involve seeking Departmental approval, endorsement by
various committees, and incluslon of requlrements in the annual
budget submission to Cabinet. Departmental review prior to en-
dorsement includes consideration of Defence-wide priorities and
financial guidance., If financial constraints occur, then the
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severity in terms of project impact would need to be assessed
and project replanning undertaken. Potential impact under such
circumstances could be the following:

a The timing of the Depot’'Base system is predicated on
and constrained by the need to replace Perkin Elmer
equipment and introduce the system into some 113 land
sites by December 1993. To achieve this timing,
resource inputs and/or functionality may need to be
varied, and significant constraints on resources as
well as time could well dictate reduced functionality
for initial implementation.

b The Executive Project has already been extended because
of manpower constraints. Constraints in equipment
acquisition related to development or production equip-
ment could result in further extension.

9. The Department's review of each project at least
annually, and at the completion of systems definition. for each
element of SSRP will consider the impact of financial con-
straints. If project replanning is required, then it will be
undertaken after close review and balancing of priorities.

MSRP _Cost Effectiveness (Question_1(b))}

10 Comparative cost data upon &hich MSRP evaluations were
made were collated in February 19835. The costs of the various
options have been updated to December 1985 prices in the attached
table at Appendix 3. Only one option (4A) is less costly than
the preferred option. However, as explained in paragraph 8.22
of the MSRP Working Group Report., this option was not considered
to meet the requirements of the project.

11. The current cost-effectiveness positions will not be
affected by phased or partial approvals for expenditure. There
are three phases to MSRP. In the first phase, enhancements will
be made to existing systems. This work will be undertaken with
existing resources. Phase 2 involves expenditure on the network
required for MSRP and is the subject for major variations between
the options - this phase requires early approval. Phase 3 is
common to all feasible solutions and will not affect relative
cost effectiveness.

12. The hardware solution offered in Option 4B is indica-
tive only at this stage of project development. It {s a feas-
ible solution justified on cost-effectiveness arguments. How-
ever, studies are continuing and a firm hardware solution is
still to be determined. It can be stated that the final hard-
ware solution will be at least as cost-effective as that recom-
mended in the report.
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138. 8lippage in Phase 2 will delay realizatlon of manpower
savings to be made but slippage of Phase 3 will cause major
diseconomies only as reliability of equipment degrades.

Appendices:
1. Defence Data Communications Options.
2. SSRP - Project Cost Comparison

3. MSRP - Project Cost Comparison.
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ANNEX B
MERF —  PRQJECT COST CAMPARISON
Aoril 1986 Prices (M)
Ontion ODor:on Ootion Ootion Option OGotion OpTtion
= zZA ot &n 4B a4t g
1986787 0,72 Q.74 -Q.72
1287/88 -0. 84 —-0.72 1.03
L -1.93 Q.95 €. 46
€11 ] 12,28
11.89 .12 I. 06
&. 46 2. 06 =0.03
7.8 36 -3.87
4. 32 ~5.2 —4.&3
-1,22 -5.98 ~4.3a
-1.3 ~-5.28

~1.3 -€.&1

~1.3 -£. 88 -6.34
~1.97 -7.69 -6.81
-1.57 -7.26 ~6. &1
-1.8 ~7.26 ~E.61
g7 ~-7.36 -&.61
-7.%6 -€. 81
-7.36 -6.61
-7.96 -5.61
-7.96 ~€. 61

Q01702
703

AT/
2004705
OOS/06

12,85 ~732.08 -61.39




QUESTION 2 MANPOWER ASPECTS

Manpower Resourees

As stated in the question from the JPCPA Secretariat the case
for decentralisation had been persuasively argued as part of the
DESINE studies, with overall improvements outweighing the short-term
effects on manpower resources.

With the size and variety of the computing systems which the
Department has or is developing there are strong reasons for
decentralised computing support. There are already. and have been
for some time. large computing systems which are decentralised. with
over 30% of current CSO positions located outside the central
computing division

The general situation concerning the tight market place for
computing staff as well as the staffing levels associated with
decentralisation have been recognised by the Department for soame
time and a wide range of initiatives have been taken to address the
problems. These initiatives have been on both a broad basis as well
as specific to individnal major projects

internal Recruitwent and Training - A scheme has started for the
selzction of sultable staff from within the Jepartment and to give
them in-house computing training. The initial response to this
programme has been excellent with over 300 applications. From these
applicants 60 have been selected and the first two courses of 20
students each have already commenced training. This scheme will be
repeatred as necessary if the recruitment through the normal chanaels
does not provide sufficient resources.

Recrunitment and Retention of Staff - The recruitment campaign for
CS0ls from the tertiary institutions has been stepped up. with
increased publicity and regular visits to campuses. Personnel
consultants have been used to assist in both the recruitment and
retention of new CSO1l'‘s.

Producrivity Tools =~ The potential savings from the use of
producti{vity tools have been recognised and the DESINE tender will
call for a wide range of software facilities whcih will be used by
both programmers and users.

Other productivity Improvements which have been initiated
include better workstation terminal equipment for programmer access
to computing resources.
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External Resources -~ External manpower will be used in a number of
areas Including consultancy, contractor effort, and technical
support from the DESINE contractors

DESINE Strategy - One of the important aims of the DESINE strategy
is to make the most efficient use of human resources by the use of a
prime contractor. proven and standardised products and a standard
network architecture.

Phased Planning - Each of the major projects has been planned on a
phased basis with the alm of spreading any peaks in demand for human
resources. As new systems or parts of systems are brought into
production old systems will be phased out.

Staff Consultation on Decentralisation - There has been continuing
coasultation with staff directly affected by the planned split of

Computing Services Division. They have been kept informed of the
desalls  of the plans and their advice sought on many aspects of the
split This split is proceeding on the basis of ano increase in

manpower resources.

SSRP _Manpower Resources - The forward manpower estimates £for SSRP
{by project) are at Enclosure 23 to the submission.

While the man-years involved are large by computing oprojes:
standards the SSRP is a large task to be undertaken through to the
mid 1990's. Projected manpower availability has been a major fas4or
in developing the two phased strategic planuing approach (Enclosure
20 to the submission). In recognition of manpower availability as a
key Tfactor in successfnl developmenr. the strategic plan was
developed to reduce the annual levels of manpower requirements to
more achievable targets, and still meet the end objective for
redeveloped compatible and interoperable systems,

Manpower to support SSRP development comprises Service,
clerical adminfstrative and CSN technical staff.

Service Manpower Service manpower is provided by the Yavy,
Army and Air Force for employment in two areas:

a the Supply Systems Redevelopment Branch (formed in 1984) where
staff are employed in Project development (509 man years), the
annual average i{s 39 man years with a maximum of 48 man years
in any one year; and

b. in wuser group areas within each Service to provide the
interface between the project development area and the
Services, these staff provide user requirements, review project
proposals and participate in joint specification of common
requirements (397 wman years) - the annual average is 354
manyears with a maximum of 108 man years in any one year.
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The Services have accorded high priority to the project, and
committment o meet manpower requirements was affirmed at the
Defence Force Development Committee meeting of April 1986. Service
manpower is provided from within current ceilings. There are some
shortfalls, however priority Is being given to SSRP.

€S0 _Technfcal Staff - While efforts have been made to reduce
demand for CSO Technical staff on an annual basis, the potential for
problems in this area is recognised. There are currently shortfalls
against required manpower levels, The project plan requires 43 man
years of CSO effort in 1985-88 with an increase to 84 man years of
€SO0 effort Iin 1986-87. Currently there Is a strength of 29 (SOs
with a need to obtain up to an additional 33 man years of CS0 effort
in 1986-87 to maintain activity as planned. A recent Departmental
trawl and other recruiting initiatives have resulted in an estimated
inerease to 35~4D technical staff in FY 1986-87. To meet the
shortfall of bezween 44 and 49 man years of CSO effort. further
recruitment of C50's is envisaged. «combined with the employment of
significant contractor effort and maximum use of fourth generation
technology. In addition to recruiting €SO techanical staff, a number
of initatives are being taken to reduce demand:

- Drvelopment productivity software is being used, and
investigation is belng undertaken to expand the use of such
alds.

- Fourth generation language {(4GL) software is also being used o

support development,

- Contractor effort {s assumed to be available to bridge the gap
between demand and suoply of CSO0s (and Yo lessen the
displacement effect after project completionj).

MSRP Manpower Resources

Detailed plans for staff utilisation have been included in the
MSRP Working Group report. (Enclosure 42 to the submission} Table
14 to Chapter 13 shows the total numbers of staff (broken down into
civilians and Servicemen) required to develop and operate MSRP

systems. The figures for particular functional areas are also
shown:
Functional Area Table
Service Pay 14A to Chap 13
Navy 14C to Chap 13
Army 14E to Chap 13
Alr Force 146 to Chap 13
Civil Personnel 141 to Chap 13
Organisation and Establishments 14K to Chap 13
Computing Services 14¥ to Chap 13
Project Teanm 140 to Chap 13

ib

-
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The estimated reqguirements show only a small increase in staff
requirements and are estimated to be outweighed by manpower savings
by 1988/89. The net increase in computing staff 1s nine personnel
throughout the life of the project.

Shortfalls in computer staff are not large and are expected to
be met through recruitment action. Initiatives such as the recent
Departmental ‘'trawl®' of administrative areas to attract and train
potential staff are seen as helpful Iin meeting manpower resource
targets. Such recruitment will be timed in accordance with the
requirements in the tables referred to above.

ODP Manpower Resources

The move to functional decentralisation does not impact O0DP
since ODP will continue to maintain its existing separate computing
organisation. This s consistent with the general direction of
decentralisation within Defence. 0DP does not currently use and
has no plans to use uniformed personnel in support of ADP
operations.

ib



ANNEX D
ACQUISITION STRATEGY
Preamble For Question_3({a}
1. Some clarification is necessary on intentions regard-

ing the acquisition and standardization strategy for Category ‘A'.

2. The Defence Computing Infrastructure Study. the report
of which is Enclosure 1 to the JPCPA Submission, concluded that
Defence should proceed towards cautious and phased decentra-
lization of its administrative computing function. conditional
upon the following two principal caveats:

a. A standardized computing environment, referred to as
the Defence EDP Systems Integrated Network Enviroament
{DESINE), was to be a prerequisite for effective
decentralization,.

b Improved strategic planning of administrative computing
development would be necessary.

3. The DESINE Implementation Study, the report of which is
Enclosure 2 to the JPCPA Submission. further defined the concept
of DESINE in terms of what is generally kpown in the computer
industry as a “network architecture”. This term has been de-
fined as a set of rules or protocols which enables the inter-
operation of distributed computer systems. When implemented, 2
network architectire is a range of hardware and software products
which specify the reia-ionsh!ps between different elements of the
network {computers and terminals basically) and provide communi-~
cations., control and related faecllities.

4. There is wideqpread and growing agreement in the com-
puter industry that conmpliance with a specific network architec-
ture i{s necessary for efficient decentralized computing if inter-
operation and the ability to progressively add computers to the
network is a requirement.

3. The conclusion reached and subsequently supported by
hizher Defence committees was that Defence must standardize on a
"network architecture”. The advantages of doing so include:

a. interoperability (distributed systems, interaction
between systems);

b. compatibility (system portability, common operational
procedures, back-up/contingency arrangements);

c. staff savings (lower requirements for scarce networking
expertise, common skills, staff mobility, less diverse
training requirements);



D-2

d, efflcient acquisition: and

e. economies of scale.

6. The question facing Defence was how to select and
obtain a network architecture. Each of the major computer

suppliers claims to have a proprietary network architecture which
enables interoperation across its range of hardware and software
products and in some cases accommodates the products of other
suppliers. Further. the International Standards Organization
has for some years been developing network architecture standards
intended to permit interoperation regardless of supplier. These
standards are identified by the term Open Systems Interconnection
(osI). The most important questions for pursuit on the 1984
overseas visit were on the status of proprietary network acchi-
tectures and 0SI standards and the extent of user and supplier
commitment to O0SI. Basically, the decision to be made was
whether Defence should select and standardize on a proprietary
network architectnre or reiy o¢n 0SI standards

The report of the 1984 visit is at Enclosure 3 to the
JPCPA Submission. The conclusions on this subject can be sum-
marized as:

a. A netwovrk architecrure is necessary.
b. Proprietary network architectures are available.
c. 081 standards and related products were not sufficient-

ly advanced to enable a commitment to an OSI based net-
work arc~chitacture, a decision to purswe an 0SI solution
would inevitably mean unproven products and problems
Defence is specifically seerking to avoid,

8. Defence decided to specify its requirements for a
network architecture and call tenders against those specificn-
tions in accordance with normal Goverument acquisition proce-
dures. Regarding 0SI, the Request For Tender {RFTY will state
support for the philosophy of 0SI, indicate a long-term intention
to move in that direction if possible and seek iiteroperability
with some existing 0S! based standards. As stated at paragraph
66 of the 1983 Defence Administrative Computing Strategic Plan
(DACSP) (Enclosure 4A to the JPCPA Submission}):

"In practice this is likely to mean that the selected
network architecture will in fact be the proprietary

architecture of the selected supplier. Defence will
not pursue fts goal of use of international standards
to the extent of adopting unproven products or using

fts own resources to plug the gaps.”

9. It is appropriate at this point to refer briefly to the
need for proven products and a prime contractor, at least initi-
ally. Defence has been engaged in administrative computing for

more than twenty years, involving numerous suppliers and a
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greater number of hardware and software products of varying
stability. Most particularly. for its current network of main-
frame computers from one supplier, mini-computers from another
and limited "off the shelf” software to epable Interoperability.
Defence undertook the role of systems integrator, While Defence
achieved a great deal in a complex technical environment, that
role proved difficult and expensive. It involved the develop-
ment of considerable and complex in-house software and liaison
between the two suppliers. Yot only was that in-house software
expensjive to develop and difficult to support in an environment
of extremely mobile techical specialists, but it also constrains
evolution of the network with either of the suppliers’ standard
products

10. Defence has decided that in the future it will net
attempt to implement networks with unproven products, develop
special purpose system software or accept responsibility for
establishing and maintaining interoperability between two or more
suppliers.

11. The purpose of the preceding was to remove the ambi-
guity referred to in the first question on this subjest. A key
polnt is that the Defence intention is not to select a “"standard
network architecture”. because no such thing exists in the formal
standards sense. Rather, the intention is %o select a proprie-
tary network architecture which utilizes formal standards to the
maximum extent practical and then standardize on that architec~
ture. Responses to specific questions follow:

12, The avoidance of .expensive conversions...” in the
future is one of zhe principal reasous far DESINE. In fact, as
stated repeatedly in documents on the subject and most recently
in Section (viii). Volume II of the JPCPA Submission. "The DESINE
concept inherent in this proposal seeks to minimize the number of
conversions required in the future as the Defence computing base,
continues to expand.”

13. How this will be achieved is specifically covered at
paragraphs 13.5 to 13.7., Section 7 of the Defence Computing
Infrastructure Working Party (DCISWP) Report (Vol I)(Enclosure 1
to the JPCPA Submission). The essence of the argument {s summed
up in paragraph 12353 which states:

“Adopting the DESINE concept will reduce the problenms
and costs of conversion because individual systems
could be upgraded progressively within a suppllier line.
Each of the major suppliers now ensures relatively
smooth upward mobility and many computer users have
reached the conclusion that it is the only practical
solution to the problem of conversions."”
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14, The current approach i{s that system upgrades will not
necessarily occur within a particular supplier line after the
initial five year period contract, but they will occur within a
standard environment. The response to the next question
provides further relevant Informatlion

Question 3(altif)

15. The DESINE Implementation Study (Enclosure 2 to the
JPCPA Submission) states at paragraph 8.10:

"At each {ive year {nterval, the Department would re-
view its position to determine if the DESINE require-
ments are best met by the selection of either a prine
contractor or a panel period contract. Onward compat-
ibility of successive standard environments is a manda-
tory requirement, These recurring arrangements are
aimed at ensuring that Defence enjoys the benefits of
plug compatibility and/or newer technology, and that
there s evolutionary progress in its standard comput-
ing environment which reduces disruptions. A% the
same time, the approarp provides scope for hardware and
software vendors to participate in and compete for
DESINE tenders on a regular basis."

Question 8(a)(iil)

16 The need for a prime contractor was addressed in the
“preamble and in answer to the previous question. As should now
be clear from the preamble, the network architecture to be selec-
ted will not be a formal standacd in the sense inferred by this
question. Rather, it will be a proorietary network architec-
ture. utilizing some formal standards and pessibly incorporating
products from more than one supplier.

17. For Categery 'A®' in particular, tendering is completely
open and the results unpredictable, to same extent, particularly
as far as supplier combinatfons are concerned. If more than one

supplier is involved, the interfaces are potentially extremely
complex and Defence is convinced these must be the responsibility
of a prime contractor. That possibility was recognized in the
DESINE Implementation Study (Enclosure 2 to the JPCPA Submission)
at paragraph 4.17, where it states:

“The network architecture software withf{n each comput-
ing system must be compatible with that in any other
system with which it requires, or is likely to require,
to communicate. The facilities provided by this soft-
ware cover the total requirements from the user {nter-
face through to and including the communications soft-
ware necessary to interface with the data communica-~
tions transport facility. We have concluded that the
importance of the function of this software is suffi-
cient to require that it be provided by one of the
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major suppliers. Inder no circumstances must Defence
agalin commit itself to the development of i{ts own
architecture. The requirement for a complete network
architeeture may mean that this software might be pro-
vided under a prime contractor arrangement."

18.

Since the above. Defence has determined that a prime
contractor is essential for Category 'A', at least fnitially.
As identified in the answer to 3{a)(ii), the situation
following the first five years Is potentially quite different
In some respects. ODP are already in that situation., having
selected a particular progprietary network architecture

Preamble For Question 3(b)

19. To recapitulate. after considerable investigation and
consultation. Defence decided standardizattion was essential for
effective decentralization of its administrative computing.

20. As stated in the JPCPA Submission and restated {n vour
questions, the proposed Category 'C' of the procurement plan
envisages a five year period contract for the acquisition of
stand-alone micro-computers and small office systems. As cor-
rectly concluded in your question preambie, a prime contractor
will also be sought for Category 'C'.

21. Baslically Category ’'C' was {dentified separately with
the alm of potentially increasing Australian industry participa-
tion. This caregory, which will cover small stand-alone systems

i{s seen as an area in which Australian firms could bid in

their own right, whereas they are not able to manufacture the wide
range of equipment needed in Categories 'A' and 'B'. They could
of course, be joint suppliers in these categories.

Question Z(b1Fi)

22. Defence agrees that Category 'C’ covers what has beconme
a "..,commonplace item of ordinary business equipment...”.
However, the Defence experience is that in the absence of formal
standards, the acquisition of many such items from a variety of
suppliers produces diverse solutions to similar problenms,
incompatibilities in hardware. software and user skills

and inefficient use of resources in general. The arguments for
standardization are compelling, With the exception of
"interoperability”, (because. by definition Category ‘C' covers

stand-alone devices) the advantages of standardization are as
articulated for Category 'A°, at paragraph 3 of this Annex.



23, Like DESINE, the existing panel period contract was
initiated by the recommendations of the DCISWP. It was always
seen as an interim arrangement pending the introduction of
DESINE. The existing panel perfod contract expires at the end
of 1987, at which time on current planning, it will be replaced
with DESINE. Further. it involves seven different suppliers and
a range of incompatible equipment and does not provide the degree
of standardization sought by Defence.
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At the public hearing on the 5th June 1985, the JPCPA
requested additional information on cost-benefits for the major
projects, Further information on this aspect of the SSRP and
ODP acquisition projects is attached as Annexes A and B
respectively. There has been no further cost benefit analysis
for MSRP to that contained in my letter dated 21 May 1986.

Some of the issues raised at the hearing were only
discussed briefly and for this reason I would like to clarify
some of the key points and references to them in the material
which accompanied out submission.

Australian Industrv Involvement

All three modules of the RFT would, as a matter of
course, carry with the the need for tenderers to meet the
Government's policies on Australian industry involvement. These
policies include support of research and development and
bounties on local production; the purchasing preference
accorded Australian/New Zealand content; and high technology
offsets. (See Volume II page 10 paragraph (XIII) of our
submission). 1In evaluating tenders Defence will follow the
Government's "Australia and New Zealand Preference Guidelines"
which in effect means a notional reduction of prices for
comparison purposes of 20% of the Australian and New Zealand
content. In addition the Government's offsets policy will be
requiring approved work to the value of 30% of the imported
component of a successful tender to be placed in Australia. The
potential for Australian industry involvement resulting from
these policies is significant for all three modules of the RFT.



Prime Contractor

The concept of a prime contractor has always heen seen
as a fundamental part of the original DESINE strategy. The
reason for this is the need for interoperability, compatibility
and standardisation in the form of a network architecture. This
standardisation is necessary as Defence moves to a future where
most information on which decisions depend is held in electronic
form. In addition, standardisation should bring with it
substantial cost savings in the form of staff savings, efficient
acquisition and economies of scale. The case for a single prime
contractor for medule B is not as strong since ODP has already
standardised on a proprietary network architecture, and
therefore one contractor for each major section of ODP's
requirement may turn out to be a more practical and cost
effective approach.

See Annex D to my letter 86/525 dated 21 May 1986 for
further details.

Five Year Period Contracts

The advantages of a period of five years for the
contracts are considerable and include potentially large cost
savings through lower tendered prices and through economies in
the acquisition process. We believe that the reduction for a
five year contract could be approximately 30% compared to a one
year contract., Further to this the major projects which will be
using the contracts are planned to purchase equipment over an
extended period with significant purchases towards the end of
the first five years and will require compatability of that
equipment to meet their design requirements. Indeed, five years
represents a compromise downwards from the 8-10 years advocated
by major project authorities. It was surprising that the ACEMA
representative should suggest one year contracts as beneficial
to local industry. One year contracts would potentially allow
more local firms to compete, but would not provide the volume
and continuity of orders which would allow the successful local
firms to build on their success. One year period contracts are
quite unacceptable for Defence - they could give no promise of
standardisation, and would be as administratively expensive as
individual tendering.

See enclosure 2 paragraph 8.8 to 8.12 of our submission
for further details.

Possible Pilot Arrangement

The arguments against a pilot approach for module A of
the RFT are closely linked to those which support the prime
contractor and five year period contract strategy which are set
out above. The following are some of these arguments:



a) Defence has long experience in data networks, and is
confident that new netwoskes can be soundly evaluated and
made to work:

b) the risks associated with the general strategy are not
sufficient to warrant a pilot arrangement particularly
when the potential additional costs of such an appreach
are taken into account;

c) the effects of delay in terms of unachieved benefits and
deferral of substantial essential systems implementation
work;

d) the impact on total project costs and on resource

requirements:

e) that Defence is not intending to implement unproven
products but will be moving towards industry standards
along a path of proven available products; and

£ the role of the prime contractor would include ensuring
the viability of the chosen products.

Additional Background Information on ODP's Interim
Capacity Requirements

In order to update the background information provided
to the Committee, information is included at Annex C on ODP's
intention to bid for surplus Commonwealth computing equipment as
the most cost effective approach to meeting interim capacity
requirements at the Manufacturing Computing Bureau between now
and 1988 when replacement equipment could be expected to be
installed from the DESINE contracts. The equipment conforms to
ODP's approach of IBM compatibility and is only of sufficient
capacity to meet requirements until mid 1988, The Department of
Local government and Administrative Services advised Departments
of the availability of this surplus equipment in May, after the
lodgement of the Defence submission with the Committee. If ODP
is successful in acquiring this equipment there would be no
impact on strategy or on acquisitions proposed under the DESINE
contract.

o
Cf"/’/mﬁ/
F.R. HARVEY

First Assistant Secretary
Financial Services
and Audit Division



Annex a

COST - BENEFIT INFORMATION - SUPPLY SYSTEMS REDEVELOPMENT
PROJECT

1. Initial consideration of costs and benefits for
Supply Systems Redevelopment concerned mainly the broad
choice of the redevelopment path., Full documentation of the
relevant analysis and assessment has been provided to the
JPCPA in the 1982 Report of the SSRP Business Review Working
Group (Enclosure 19 to the Departmental submission, with
Chapter 13 and Annex J being particularly relevant).
Departmental letter 86/525 of 21 May 1986 (paras 5 to 9 and
Appendix 2 to Annex B) provided comparitive costing of the
redevelopment options in April 1986 prices and an assessment
of the effect of phased or partial approvals for
expenditure. The choice of the most cost-effective
redevelopment path has been made, and approved by
Government, on the basis of this fully documented cost
benefit analysis.

2. In summary, the least cost option of converting
existing systems to new equipment without redevelopment
would have retained unacceptable system deficiencies in
functionality and commonality; redevelopment as single
Service systems was considerably more expensive than other
options and would not have achieved enhanced
intercoperability; while the preferred option of
redevelopment to maximise tri-Service commonality - the
intermediate cost option - was also the only choice which
would have met Defence requirements. The fundamental
requirement was most recently supported in the March 1986
Review of Australia's Defence Capabilities (Dibb Report) as
"the need to integrate the three single-Service supply and
support systems, to allow better judgements to be made on
readiness and sustainability levels." (page 146)

3. Assessment of costs and benefits for individual
projects within SSRP is undertaken as an essential part of
the system definition process which precedes any
Departmental decision on whether and how to recommend to
Government that Defence should proceed with a specfic
project.

4, EBarly results of cost benefit assessments for
individual elements of SSRP were advised to the JPCPA in
Volume III Section (viii) of the Departmental submission.
As system definitions proceed, these initial estimates can
be refined and formalised considerably, and this process is
now being undertaken for the Depot/Base Project.

S. To ensure maximum objectivity in the analysis, a
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team of consultants has been commissioned to undertake a
review of the technological options available and to
identify the costs and benefits associated with the
inclusion of recommended options in redeveloped Depot/Base
supply systems. The initial consultant's report, presently
in draft, has identified a potent1a1 for benefits of some
$30m per annum in manyear savings which could result from
the expanded and redeveloped Depot/Base supply systems if
these incorporated the cost-effective technology options of
bar-coding, digitised pads and portable data entry
terminals. Although the results of this assessment will
have to be refined by more comprehensive case studies and
analyses conducted in accordance with PSB/DOF guidelines,
the consultant's global cost estimates of manyear savings
achievable by new Depot/Base systems are as follows:

(a) Receipts transactions $21.7m annually
(b) Procurement and claims processing $ 5.4m annually
(c) Demand processing and issues $ 1.3m annually
(d) Warehousing 1.8m annually
Total $30.2m per annum.
6. It should be noted that these estimates are based on

manyear savings which do not necessarily translate directly
into manpower savings since portions of individual's
workloads are involved. Also, initial estimates indicate
that inclusion of the recommended technology options would
increase unavoidable equipment replacement costs (presently
estimated at a total of $101.74m in Aptll 1986 prices for
hardware, facilities and communications in a total project
cost of $236m) by some $30m.

7. Considerable additional savings are expected from
other elements of SSRP, particularly the redeveloped
Executive System., But using the table provided as Appendix
2 to Annex B of Departmental letter 86/525 of 21 May 1986,
and the expected savings above, if unavoidable equipment
replacement and conversion costs for SSRP as a whole
($153.2m) are regarded as sunk costs, and the net cost of
redevelopment ($82.8m) plus additional hardware ($30m) is
used for the cost comparison, the prognosis is that the
Depot/Base project alone would recover in full the
additional cost of all supply systems redevelopment projects
in a maximum of four years. If unavoidable hardware costs
only are regarded as sunk costs, the payback period is less
than six years, and even if no sunk costs are assumed at
all, the payback period is less than nine years.

8. The Department is seeking written confirmation of
oral agreement from the consultants to the release of their
final report, which will be classified as Commercial-in-
Confidence, to the JPCPA.



ANNEX B

COSTS AND BENEFITS OF ODP'S PROPOSED UPGRADE TO THE
MANUPACTURING COMPUTING BUREAD

1. The 1986/87 ODP ADP Strategic Plan outlines Establishment
plans to implement systems on the Manufacturing Computing Bureau
(MCB). Based on these systems plans two independent capacity
planning exercises have recently been undertaken to determine the
capacity required to meet the systems needs of ODP Establishments
using or planning to use this facility. These were carried out
by Amdahl and IBM. The Amdahl exercise produced predicted
growth paths based on the growth in workload currently being
experienced, and on industry standard growth.

2, In summary the predicted capacity requirements in MIPS are:

April April April April april
86 87 88 89 90
Amdahl 5 12 19 24 27
(current growth)
Amdahl 5 7 11 17 24
(industry standard)
IBM 4 8 14 17 22

The graphs of these three growth paths show a convergent trend by
1990,
] c ity R :

3. In order to meet these capacity requirement it is proposed
to upgrade the Manufacturing Computing Bureau in line with ODP's
approved computing processing strategy. The estimated costs of
this upgrade are:

1987/88 1988/89 1989/90 . 19%0/91

$4.1M $0.1M $0.7M $1.2m
4. Alternatives for meeting projected capacity requirements are
significantly more costly. For example, use of an external
bureau service is conservatively estimated to cost the following:

1986/87 1987/88 1988/89 1989/90

$4M $7.6M $11.2M $19.24
These estimates are based on gquotations, obtained from two
private organisations operating external bureau services, for

charges to operate a range of existing ODP systems currently
running on the Manufacturing Computing Bureau.



5. A decentralised alternative where all processing is done on
in house facilities is more expensive in terms of hardware costs,
but is substantially more costly in terms of operational and
technical support staff, multiple copies of systems and
appl ication’ software and accommodation requirements.

Charging

6. Charging occurs for use of the Manufacturing Computing
Bureau by Establishments. Currently this is notional but ODP is
moving to full recovery of direct costs through actual charges in
a phased manner., Charging is in accordance with the relevant
Department of Finance direction., Current charges would

total $1.7M per year. As additional or replacement equipment is
acquired the charges are amended accordingly,

Systems Benefits

7. As individual systems are implemented on the Manufacturing
Computing Bureau, each is subject to a cost benefit analysis
which indicates the benefits that will accrue from the costs
incurred in implementing the system, including Manufacturing
Computing Bureau charges.

8. ODP's 1986/87 ADP Strategic Plan includes at Attachments A
and B indications of the costs and savings associated with the
implementation of systems in ODP. In summary the increase in
expenditure over the 1985/86 level is as follows:

1986/87 1987/88 1988/89

$8.249M $8.680M $5.629M

Establishments expect this expenditure to yeild the following
benefits:

1986/87 1987/88 1988/89
$3.697M $15.885M $16.437M
9. These costs and benefits relate to all computing~based

systems, both management and technical, not merely systems being
implemented on the Manufacturing Computing Bureau, A copy of the
relevant extracts from ODP's 1986/87 ADP Strategic Plan are
attached.



ATTACHMENT 2

oV EXPENDITURE ON COMPUTING REIATED ACTIVITIES
BUDGET
YEAR
ITEM 84/85 85/86 86/87 87/88 88/89
1. HARDWARE 6802 4270 8495 ) 8956 6847
2. SOFIWARE 2608 2915 .3674 2846 2807
3. TELECOMMUNICATIO& 790 667 752 759 388
CHARGES
4. MAINTENANCE 1748 1632 2279 2576 3172
5. ENVIRONMENT 1392 1243 660 2093 480
6. CONSUMABLES 411 5438 127 734 798
7. BUREAU SERVICE 644 1461 2025 2238 1882
8. CONSULTANTS AND 873 1782 1559 1152 999
CONTRACT SERVICES
9. STAFF 9344 8696 11291 10540 11173
TOTAL ITEMS 1-9 24609 23214 31463 31894 28843

The above table represents total expenditure on
computing related activities irrespective of the
source of funds, be it appropriations or trust
accounts.



ATTACHMENT B

SAVINGS AND BENEFITS FROM NEW DEVELOPMENTS OR _THE EXPANSION OF
«PRESENT SYSTEMS

PART 1 QUANTIFIABLE SAVINGS AND REVENUE ($000's)

BUDGET YEAR

ITEM §6/87 87/88 88/89
STAFF SAVINGS 2571 5385 1362
OTHER SAVINGS 6615 9571 10931
REVENUE 511 929 1244

TOTAL i 9697 * 15885 16437




ANNEX C

PROPOSED ACQUISITION OF SURPLUS COMMONWEALTH COMPUTING EQUIPMENT
TO MEET INTERIM CAPACITY REQUIREMENTS OF THE OFFICE OF DEFENCE
PRODUCTION'S MANUFACTURING COMPUTIRG BUREAU

1. The MCB is currently based on an Amdahl V8. This will meet
requirements until the end of 1986. If the V8 could then be
supplemented by ODP's Amdahl V6 then requirements could be met
until the end of 1987, However the Amdahl V6 can not be
recommissioned within existing computer room accommodation in
Jensen House, ODP plan to move to improved computer
accommodation in the Atrium building in South Melbourne, however
a suitable computer environment could not be constructed before
mid 1987 at the earliest, and, based on Department of Housing and
Construction advice, possibly not until early 1988, ODP's
capacity requirements from 1986 to 1990 were summarised in Annex C.

2. Various options were investigated for meeting ODP's interim
capacity requirements between mid 1986 and 1988 when equipment
could be installed from the DESINE contracts. The three basic
options were:

a. Amdahl V8, supplemented by the Amdahl V6 inmid 87, the most
optimistic date for the availability of suitable
accommodation. Any shortfalls in capacity would be met by
use of an external bureau service;

b. Amdahl V8, with all shortfalls in capacity met by use of an
external bureau service. This represents the worst case for
the availability of suitable accommodation; and

C. Amdahl V8 replaced at the end of 1986 by surplus
Commonwealth computing equipment of suitable capacity. This
deoes not depend on the availability of new accommodation
since the equipment could be installed in existing
accommodation.

3. Consideration of option ¢ was prompted by a Department of
Local Government and Administrative Services Circular of 14 May
1986 notifying Departments and Authorities of IBM computing
equipment expected to become surplus to requirements late in
1986. The equipment has a capacity of approximately 14 MIPS
which would meet ODP's interim requirements well into 1988,

4, A cost effectiveness analysis was prepared for the three
options over the period 1986 to 1988. Option ¢ was the least
cost option by a considerable margin. In terms of base year
costs option c represents-a cost saving of $3.742M over option a
and a saving of $5.807M over option b.

5. Therefore on the basis of the significant savings to be
achieved ODP are submitting a bid to DOLGAS to acguire suitable
surplus Commonwealth equipment to meet the projected growth on
the MCB in the interim period prior to the acquisition from the
DESINE Contracts of replacement equipment in 1988, The success
of ODP's bid will not be known until late June.



APPENDIX 8

PROPOSAL BY THE DEPARTMENT OF DEFENCE TO ACQUIRE A SURPLUS
COMPUTER FOR THE OFFICE
OF DEFENCE PRODUCTION - 24 JUNE 1986
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ACQUISITION OF SURPLUS COMPUTER EQUIPMENT FOR
OFFICE OF DEFENCE PRODUCTION

I refer to recent discussions between this Department and
yourself regarding the above matter and the correspondence from
DOLGAS to the Office of Defence Production. It is understood
that you have been provided with a copy of that correspondence.

From the outset the Department would like to make quite
clear that the acquisition of surplus computing equipment has
been under consideration as an option to meet interim capacity
requirements of the Office of Defence Production Manufacturing
Computing Bureau. At the time of the JPCPA hearing of 5 June
1986 the proposal was not sufficiently developed that it could
have been properly incorporated in the submission to the
Committee, although during the hearing, the Chief of Defence
Production advised the Committee of the capacity planning
studies and offered further information. This was not taken up
at that point of time by the Committee.

I have attached for the Committee's information a copy of
the Office of Defence Production proposal to DOLGAS. The
proposal provides a clear indication of need and the obvious cost
benefits which must accrue in meeting interim capacity
requirements. Additionally, as evidence to the Committee,
attached is a copy of the Ministerial submission which was
approved by the Minister Assisting on 23 June 1986.



The proposal to acquire surplus Commonwealth computing
equipment was only developed in its final form subsequent to the
public hearing of 5 June 1986 and the cost benefit study which
supported the submission to DOLGAS for the acquisition was not
completed until 1l June 1986. The proposal as such was advised
to the Committee in this Department's correspondence of 13 June
2986.

It is recognised that the timings involved were somewhat
compressed in positively identifying the capacity reguired and
availability of the surplus equipment, The fact that they
clashed with the Committee's hearings and requirements for
submissions in no way diminishes or changes ObP's future
requirements as expressed in its submission.

I trust that the above information and attachments will
allay any consideration by the Committee that the Department
acted outside the scope of its submission and that the concerns
expressed by DOLGAS in its correspondence should not inhibit the
purchase proceeding in this financial year.

P
P
< ./Z,J-;v_,\_ﬁ_,v\«/

F.R. HARVEY .~
Pirst Assistant Secretary
Financial Services
and Audit Division
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suBIECT ACQUISITION' OF SURPLUS COMPUTER FEQUIPHENT FOR OFFICE OF DEFENCE
PRODUCTION,
PURPOSE o :
. To obtain approval for expenditure of $1.85 Million to acquire
computer equipment. .

CONSIOEAATION phe Manufacturing Computing Bureau (HCB) has been established

within the Office of Defence Production (ODP) for three years,
Tts use by Establishments supports the corporate objective of
increasing commercialisation of ODP Establishments and provides a
facility for implementing systems essential to major projects,
such as the Australian Frigate Project.

The Department currently has a submission before the Joint
Parliamentary Committee on Public Accounts (JPCPA) for the
acquisition of administrative computing through open tendering:
ODP requirements comprise one module of this submission. The
timetable for placement of orders associated with this submission
indicates installation of equipment could not be achieved before
mid 1988, .

Growth in the Bureau's use supported by recent capacity planning
studies have shown that if the HCB is to continue to provide an
effective service additional capacity will need to be acquired
before the end of 1986. Y

Three options for acquiring additional capacity have been
considered and are described in the Attachment. The Ieast cost
optien is Option 3, which involves the replacement of the present
computer equipment with equipment that is surplus to the
requirements to the Commonwealth Bank of Australia, which is
currently available through Department of Local Government and
Administrative Services (DOLGAS). While this option requires the
expenditure of $1.85 million, it represents a saving of $3.742
million over Option 1 and of $5.807 million over Option 2, for
the two year period until finalisation of the Department's
acquisitien, currently under consideration by the JPCPA.

RESOUARCEASPECTAD of fer of $1.85 million for the surplus equipment has been made
to DOLGAS. Associated installation expenditure of $65,000 is
anticipated. The Department has been informed that its offer is
likely to be accepted. However, in the event that it {s not,

this expenditure would not be incurred.
CONSULTATION
Fineudun #8 wspuend,

As detailed above an offer has been made to DOLGAS for the
sucplus equipment.

RECOMMINOATIOThat you approve expenditure of $1.85 million for acquisition of
the surplus computing equipment.
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PROPOSAL TO ACQUIRE' SURPLUS COMMONWEALTH COMPUTING EQUIPMENT
0 MEET INTERIM CAPACITY REQUIREMENTS OF
THE OFFICE OF DEFENCE PRODUCTION"S
MANUPACTURING COMPUTING BUREAU

SUMMARY

. BACKGROUND
ATTACHEMENT A -~ PROJECTED HMCB CAPACITY REQUIREMENTS
ATTACHMENT B - ASSUMPTIONS COMMON TO ALL OPTIONS
ATTACHMENT C - DESCRIPTION OF OPTIONS '
ATTACHMENT D - GRAPHICAL REPRESENTATION OF OPTIONS
ATTACHMENT E - COST COMPARISON OF OPTIONS
ATTACHMENT F - UNQUANTIFIED BENEFITS



PROPOSAL TO ACQUIRE SURPLUS COMMONWEALTH COMPUTING EQUIPMENT TO
MEET INTERIM CAPACITY REQUIREMENTS OF ODP'S MARUFACTURING
COMPUTING BUREAU

SUMMARY.

1. The attached background paper describes the role and users
of the Manufacturing Computing Bureau (MCB). The 1986/87 ADP
Strategic Plan outlines Establishment plans to implement systems
on the MCB. Based on these systems plans two independent
capacity planning exercises have recently been undertaken to

etermine the capacity reguited ar the MC8 to meet the systens
necds of 00P Farablishmeats using of planning to use this
facility. These were undectaken by Andahl and TaM.

2. The results of the Amdahl capacity plan are summarised at
Attachment A. Three possible growth paths were determined for
the timeframe April 1986 to April 1990:

a. worst case which is currently being experienced;
b. industry standard; and
C. best case,

3. The IBM capacity plan resulted in a projected growth path
from 3 MIPS in January 1986 to 16 MIPS in January 1989, This is
consistent with the industry standard path of the Amdahl capacity
plan and has been used as a conservative planning basis.

4. The MCB is currently based on a Amdahl V8 which could meet
projected capacity requirements until the end of 1986. The MCB
equipment is scheduled for replacement in 1988. ODP requirements
comprise one module of the RFT currently being prepared for the
acquisition of administrative computers in the Department of
Defence. It is planned that contracts be in place by December
1987 which would allow the placing of orders early in 1988 for
installation by mid 1988. However there is some probability of
slippages occurring to this timetable and a realistic planning
gate for installation of replacement equipment appears to be end
288.

5. The MC3 could be supplemented by recommissioning ODP's
Amdahl V6, however this cannot be done within existing computer
room accommodation in Jensen House, ODP plan to move to improved
computer accommodation in the Atrium building, South Melbourne,
however a suitable computer environament could not be constructed
before mid 1987 at the earliest, and, based on Department of
Housing and Construction advice, possibly not until 1988.

6, Three options have been investigated and costed for meeting
capacity requirements between the end of 1986 and the end of
1988. The assumptions under which these options were developed
are outlined in Attachment B. The three options are:

Option 1l: Use of the Amdahl V8 supplemented by the recommissioned
Amdahl V6 in mid 1987, with shortfalls in capacity
met by use of an external bureau. This represents the
most optiristic timing for accommodation availability.



Option 2: Use of the Amdahl V8 with all shortfalls in capacity
met by use of an external bureau. This represents the
worst caSe for accommodation availability.

Option 3: Use of the Amdahl V8 until surplus Commonwaalkh
equipment of increased capacity could be acquired.
This option is not dependent on accommodation
availability since the equipment can be installed in
existing accommodation.

7. These options are more fully described in Attachment C. A
graphical representation of how capacity requirements would be
met under ewch option is provided at Attachment D.

8. A cost effectivenss gnglysis has been prepared for the three
cptions. Tnls nas seen included at Attachment E. The base year
costs were adjusted for price movement factors and discounted at
10% over the two and a half year period in accordance with the
relevant PSB guidelines.

9. The least cost optjon is Qpokion 3, followed by Option 1,
then Option 2. 1In terms of base year costs, Option 3 represents
a saving of $3,742,000 over Option 1 and a saving of $5,807,000
over Option 2. In terms of discounted costs, the cost
effectivenss ratio of Option 3 to Option 1 is 1.41:1, and of.
Option 3 to option 2 is 1.63:1. In addition, unquantified
benefits accruing to each option are outlined in Attachment F.
Option 3 provides more intangible benefits than either of the
other options.

10. If nothing is done to increase capacity and the MCB
continues to be comprised only of the Amdahl V8 then by the end
of 1988 only a small subset of systems needs could be satisfied.
For example if WD and AFF needs were met by the MCB, no other
Establishment would be able to use the MCB. While in the longer
term (1989 onwards) certain Establishments may move some systems
from the MCB to inhouse facilities, this would not be an option
in the interim timeframe being considered since: .

a. period contracts would not be in place prior to 1988 to
allow the appropriate eguipment to be purchased without long
lead times; and

b. Establishments would not have developed the necessary
computing management and technical expertise to facilitate
the operation of inhouse computing equipment of the size
required.

11. On the basis of the significant savings to be achieved and
the favourable cost effectiveness ratio it is proposed to pursue
the acquisition of the surplus IBM in order to meet the projected
growth on the MCB in the interim period prior to the acquistion
of replacement equipment in 1988,



BACKGROUND :
QDP Processing Strategy

1. ODP's approved computing processing strategy depends on the
operation of the Manufacturing Computing Bureau (MCB) which
provides:

a. entry level facilities where an establishment plans later to
install its own equipment;

b. complete facilities for establishments not planning to
install their own equipment:

&.  specigl purpose facilities oftet:ng special scitware;

d. a base for ODP corporate éata; and

e. a focus for ODP corporate netwo:ks.

2. The processing strategy is based around an IBM-orientation
and is supported by the three pillars of:

a, compatible hardware;
b. standard systems software; and
C. common applications software.

Common Applications Software on the MCB
3. The following common applications software is available on
the MCB for use by all ODP establishments;

a. MSA financial accounting software for general ledger,
accounts payable, £fixed assets and forecasting and
modelling;

b.  Cincom manufacturing control software; and

C. PSDI project management and project accounting software.

4. It is planned to continue this strategy through the
acquisition in 86/87 of further common applications software
including:

a. purchasing;

b. inventory;

¢. costing; and

d. accounts receivable.

Establist : he MC
5. Current users of the MCB are:

a. WD for financial accounting, manufacturing control, costing
and project accounting;

b. AGCF for manufacturing control;

c. OFY for manufacturing control:



d. MEF for financial accounting;
e, EFM for finaneial-accounting; and
£. OFB for financial accounting.

6. Planned additional users of the MCB for 86/87 are:

a. AFF for manufacturing control;

b. all establishments with the exception of GAF and GID for
general ledger;

c. phased implementation of further financial accounting
packages by a range of establishments;

é. EFM anc X5CF for purchacsing:

Q. initial inplenmeatarions of stand-alane inventory at gelected
estadiichments; and

£. costing systems at a number of establishments.

7. Use of the MCB by establishments supports the corporate
objective of increasing commercialisation of ODP establishments
and provides a facility for implementing systems essential to
major projects such as the Australian Frigate Project.

c ity Reaui

8. The MCB which was initially based on an Amdahl V6
experienced substantial capacity problems during 1985 which
resulted in severe disruptions to response time and the inability
to provide access for all approved priority systems. An
independent capacity planning exercise agreed that the V6 would
not be able to meet requirements beyond late 1985, Therefore an
Amdahl V8 was acquired ex Department of Finance and installed in
December 1985, The V6 was de-commissioned and stored. It was
estimated, based on the capacity planning exercise, that the v8
alone would meet requirements until the third quarter 1986 at
which time the V6 would need to be recommissioned., The V8 and V6
should meet requirements until the end of 1987 when a major
upgrade to the MCB is planned.

9. 1Inorder tocommission to Amdahl V6 a significant upgrade to
computer accommodation is required. This is addressed under Item
3.1. It is apparent however that the accommodation requirement
will not be met in a timeframe that would enable the V6 to be
commissioned in time to meet planned systems implementation.
Therefore to meet planned capacity requirements

alternatives must be investigated.
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ATTACHMENT B
ASSUMPTIONS

The followdng assumptions were made in defining the three
cptions:

1. That costing would cover the period from mid 1986 to end
1988, If the placing of the DESINE contracts runs to schedule,
orders could be placed early in 1988 for delivery and
installation of replacement equipment for the MCB in mid 1988,
However, it seems likely that some slippage will cccur. The
costing model conservatively estimates a six months slippage and
incorporates this likely contingency.

2. That the MCB will move from Jensen House to new
accommedation in the Atrium Building in mid 1987. Costs under
all options for this accommodation and the move are substantially
the same. Existing accommodation in Jensen House would be
adequate for either the Amdahl V8 or the IBM 3081K until mid
1987, It could not accommodate both the V8 and the V6.

3. As a contingency a link from the MCB to an external hureau
is being set up prior to mid 1986. This will enable access to a
back-up facility in the event of a disaster and rapid transfer of
systems £zom the MCB to an External Bureau should such a course
of action become necessary. Costs are minimal and would occur
prior to 1986/87.

4. ODP network costs are similar under all options and are not
part of the costing madel.

s. The MCB required capacity growth has been obtained from two
independent capacity planning exercises undertaken for ODP hy IBX
and Amdahl. The figures used in defining each option (3 MIPS in
January 1986 to 16 MIPS in January 1989) are taken from IBH's
capacity plan. These figures are confirmed as a reasonable
estimate by Amdahl's capacity plan. This derived a growth
pattern based on worst case, best case and industry standard.
The industry standard path is consistent with the IBM projected
growth., _The actual growth currently being experienced
corresponds to the worst case path,

6. External bureau charges were estimated as follows:

a. two bureaus were asked to provide charges for running a
range of actual ODP systems. The charges were very
similar and an average was taken;

b. a profile of systems which would £ill a 3 MIP machine
was determined based on likely systems to either use
the Amdahl V6 or to be shed to an external bureau;

¢. .based on the actual charges referred to in a. these
systems were costed and an estimate of $2.38M obtained
to run 3 MI?S of processing for a year on an external
bureau; and

d. the figure of $2.38M for 3 MIPS for a year was applied
to the shortfall in capacity undecr each option.



. ATTACHMENT C
DESCRIPTION OF OPTIONS

QPTION 1: VBYV6/External Bureau

This option involves continued operation of the Amdah) V8 until
the replacement equipment is acquired from the DESINE RFT in
1988. The V8 would be supplemented with the recommissioned
Amdahl V6 once the new accommodation in the Atrium is available.
The machines will be run as loosely coupled dual processors with
one designated a production machine, the other for test and
development. Shortfalls in capacity would be met by use of an
external bureau. Two external bureaus have been identified which
could potentially meet requirements since they run ODP's common
applications software,

The commissioning of the Amdahl V6 requires an additional copy of
systems software and of the major common applications software.
A second copy of IBM systems software must be leased at full
cost, a second copy of the MSA software must be acquired at a
discounted purchase cost with full maintenance payable, a second
copy of the Cincom software will be made available with only
maintenance being charged.

Additional peripheral equipment would be required as follows:
a. 5 gigabytes of disk storage as systems disks for the
Amdahl V6;
b. an upgrade to a tape controller to allow back-up to
both the V6 and the V8; and
c. additional communications controller and terminals to
operate the V6,

In addition the Amdahl V6 will use extra power angd
airconditioning.

The dual processor environment is more complex to operate and
would require an additional half of a systems programmer and two
additional operators, one per shift.

The use of an external bureau increases the complexity of
management of the network and of control of systems in
production. An additional half of a systems programmer and one
production services staff would be regquired.

By the end of 1988 the Amdahl V6 and V8 will have no residual
value.



~No

ORTION 2: V8/Exterpal Bureau

This option inveolvgs continued operation of the Amdahl V8 as the
basis of the MCB until the replacement equipment is acquired from
the DESINE RFT in 1988. The Amdahl V8 will be installed in
Jensen Housé until the new computer room accommodation is
available at which time it will be transferred to the Atrium.
This option caters for the contingency of new computer
accommodation not becoming available in the expected timeframe.

Shortfalls in capacity will be met by use of an external bureau.
The use of an external bureau increases the complexity of
manacement of the netwerk and cf control of systems in
production. 4An additional half of a systems progfanner and one
production services Staff would be required.

The Amdahl V6 would have no residual value by the end of 1986,
the Amdahl v8 would have no residual value by the end of 1988.

QRTION 3: SURPLUS IBY

This option involves operation of the Amdahl V8 until December
1986 at which time it would be fully loaded. In the meantime ODP
would attempt to acquire a surplus IBM 3081K from the
Commonwealth Bank, through DOLGAS. The machine would be,
available by October 1986 and could be installed in existing
accommodation in Jensen House by the end of the year as the MCB,
When the new accommodation is available the IBM 3081K would be
transferred to the Atrium.

The IBH 3081K would run the existing software and peripherals,
No additional software or hardware would be required. It would
require no additional staff to operate over those needed for the
Amdahl V8.

A small upgrade to capacity of 1MIP could be acquired at a cost
of $30,000. It is estimated that this would be required by mid-
1988,

A small shortfall in capacity would exist late in 1988 if the
replacement equipment had not been acquired from the DESINE RFT.
This would be met by use of an external bureau with its
associated costs as per the other options.
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ATIACHMENT &

COST COMPARISON OF OPTIONS

COST OF OPTIONS BASED OM BASE YEAR COSTS

| I 1 | 1 1 | |
|BASE YEAR COSTS | 26D HALF | ST HALF [ 2D HALF [ IST HALF | 24D HALF | TOTAL |
1986 | 1987 | 1987 | 1988 | 198 | |
[} 1 {} ) { [ [ {
| I I | | | I
JopTioN 1 | $1,079,800 | $3,487,800 | 1,664,800 | $2,529,800 | 33,399,800 [$12,162,000 |
i 1 } 1 ] ] ! ]
| 1 ! 1 | 1 | |
JopTion 2 | 51,079,800 | 32,912,800 | 2,519,800 | $3,424,800 | $4,289,800 |$14,227,000 |
[} | | \ { | ! {
1 | 1 I | | |
|oetion 3 [ 52,944,800 | $2,118,800 | $1,068,800 | $1,068,800 | $1,218,800 } $8,420,000 |
| I | | | ! | |
COST OF OPTIONS BASED ON BASE YEAR COSTS ADJUSTED FOR PRICE HOVEMENT FACTORS
1 | | | | | | 1
JADSUSTED COSTS | 2D MALF | AST HALF | 2HD HALF 1 157 WALF ] 28D HALF ). TOTAL ]
| { 986 | 1987 | 1987 | 1988 | 1988 | |
| | i 1 ! ! 1 |
{ | | [ [ | | {
[opTion 1 | 51,079,800 | 53,503,317 | 1,738,544 | 52,669,331 | $3,629,748 [$12,620,740 |
| | I {0 | | i
{ | | ! { |
|opTION 2 | 51,079,800 | 52,937,892 | 52,594,194 | $3,580,501 [ 4,549,038 14,741,425 |
| { i | | | i i
| | | !
fopTION 3 | 52,944,800 | 32,130,722 | 51,099,464 | 31,116,125 | $1,285,217 | 58,575,528 |
| i 1 | | i | |
COST OF OPTIONS BASED ON ADJUSTED COSTS DISCOUMTED AT 10X P.A.
1 | | | i | |
[DISCOUNTED COSYS| 2HD WALF | 15T MALF | 2ND HALF ] 15T HALF | 240 HALF | TOTAL ]
[ (at 10%) | 1986 | 987 | 187 | 1%e8 | 1988 | |
| i | \ } ] i ]
| | | | 1 1 | |
JopTion 1 | 51,079,800 | $3,336,559 | 1,576,859 | $2,305,768 | 52,986,194 |$11,285,180 |
{ 1 ! { | | | {
[ | | | ! { ] |
|ePTioN 2 | 31,075,800 | $2,798,048 | $2,352,934 | 33,092,837 | 3,742,493 [$13,066,112 |
) 1 l 1 | 1 | |
| i { | { i i I
JopTION 3 { $2,944,800 | 32,029,300 | $997,395 |  $964,109 | $1,057,348 | 37,992,951 |
) |

f ! i i | |
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, ATTACHMENT F
UNQUANTIFXED BENEPITS

OPTION l: V8/V6/External Bureau

. Provides a measure of internal back-up through dual
Processors.

. Though costly, provides a guaranteed level of service to
users of the external bureau.

OPTION 2: V8/External Bureau

« Though costly, provides a guaranteed level of service to
- users of the external bureau.

« Would have the ability to remain longer in existing
accommodation in Jensen House if problems occurred with the
completion of the new accommodation in the Atrium., This
could be 'achieved through an increased utilisation of disk
storage on the External Bureau at a cost, rather than
acquisition of disk storage to connect to the MCB, a cheaper
option, but requiring additional computer room accommodation
space and air conditioning than would be available in Jensen
House. . .

OFTION 3: Surplus IBM 3081 K

. Opportunity to redeploy Amdahl V8 to other areas of the
Department with a requirement.

. Savings in overtime in first half of 1987.
. Simplifies management as well as operation of the MCB.
« Simplifies the charging formula and its application.

. Provides an opportunity to assess the guality of IBM
support.

.« - Provides the opportunity to move to the more advanced MVS/XA
operating system at an earlier date.

. Does not involve attracting additional scarce skilled staff
resources.
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AUSTRALL, ™
TR

DEPARTMENT OF DEFENCE

RUSSELL OFFICES
CANHERRA, A.C.T, 2600

RFP 86/3221 ™ REpLY QuoTEs
FSA 577/86

*/ su1y 1986

Mr M.J. Talberg

Secretary

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2600

ACQUISITION OF SURPLUS COMPUTER EQUIPMENT FOR
OFFICE OF DEFENCE PRODUCTION

In your correspondence of 2 July 1986 you sought
information on certain matters regarding the proposed
acquisition of surplus computer equipment by ODP. The
information which you have sought has been obtained and is
attached to this minute. I would appreciate your advice of any
other matters which you consider necessary.

=
1

L, '4”:\_,\_/7.'/
F.R. HARVEY

First Assistant Secretary
Financial Services
and Audit Division



SUPPLEMENTARY SUBMISSION TO JPCPA
CURRENT STRATEGY AND ACQUISITION PLANS

OF THE OFFICE OF DEFENCE PRODUCTION
Summary

The original proposal before the Committee addressed ODP's
computing requirements from 1988 onwards which would be met
from the DESINE contracts. ODP's capacity requirements before
this date could not be met as part of the DESINE proposal and
therefore were not considered to form part of the proposal
referred to the Committee.

At the time that the proposal to the Committee was being
developed it had been anticipated that ODP's capacity
requirements to 1988 would be met by existing equipment, the
amdahl V6 and V8 processors, supplemented where necessary for
short periods by use of an external bureau. It was recognised
that this would depend on the availability of computer room
accommodation suitable to house both processors. Planning to
upgrade computer room accommodation commenced in 1984 but has
been subject to delays due to circumstances beyond the control
of the Department. However, when the V8 was installed in late
1985 it was still anticipated that upgraded accommodation
would be available by the end of 1986 to enable the V6 to also
be installed in response to growth in workload. This would
have minimised reliance on an external bureau prior to 1988.

Subsequent to the submission of the proposal to the Committee
it became apparent that a more likely date for the
availability of suitable accommodation was end 1987. This
would have entailed either heavy reliance on an external
bureau at major cost or the inability to implement financial
accounting and manufacturing control systems required by
Establishments to support major projects and corporate
objectives.

On 14 May 1986 a further option of meeting interim capacity
requirements became available for Departmental consideration
when DOLGAS informed Departments of the coming availability of
surplus Commonwealth computing equipment. A detailed analysis
of this option revealed substantial cost savings and a
solution to ODP's capacity requirements which would be
independent of accommodation problems. The capacity of the
surplus equipment was such that it would only meet ODP's
requirements until mid 1988 and therefore was considered to
have no impact on the original proposal to the Committee which
addressed requirements from 1988 onwards. At the time of the
JPCPA public hearing on 5 June 1986 the proposal was still
under investigation. The study was completed and submitted to
ODP management for consideration on 11 June 1986. A bid for
the equipment was submitted to DOLGAS on 12 June 1986 and the
Committee informed on 13 June 1986. The Committee was
subsequently provided with a copy of the detailed internal
proposal which supported the bid.

Responses to the detailed questions forwarded by the Committee
on 3 July 1986 follow.



1. CAPACITY PLANNING

A. Given that both IBM and Amdahl have an expectation of
computer sales to ODP_how has the ODP satisfied itself
that the capacity planning studies undertaken are

‘independent' and accurate estimates of its requirement?

Initial investigations by ODP indicated that the only
organisations able to provide a service to undertake
capacity planning studies in the IBM/MVS environment were
associated with vendor organisations. When commissioned
to undertake this work, those involved from both IBM and
Amdahl worked closely with ODP personnel to ensure that
only relevant information in terms of usage and proposed
new systems, was taken into account. In particular, the
Amdahl capacity plan was developed under the close
supervision of a senior ODP computing officer and an
independent external consultant. The terms of reference
of the studies and the methodologies to be used were
developed prior to the studies. They were closely
monitored during the conduct of the studies and were
adhered to.

It is considered that the close similarity in the results
of the two independent and professional studies is to
some extent a measure of their accuracy. The results are
also suppotted by their close correlation to industry
standard growth rates.

B. What are the details of these studies and by what method
were the estimates made?

The methodology employed in the Amdahl capacity plan was
the Baseline Model which was used to build an analytical
model of a known set of workloads which were then used to
project future resource requirements. This comprised:

a. using Williamstown Dockyard as a focus of the
Baseline Model since Williamstown was the most
extensive and advanced user;

b, a worst case/best case/industry standard analytical
modelling approach;

c. the Williamstown Dockyard models were factored to
provide projections for other ODP Establishments;

d. the scaling factor used was current terminal base
and planned terminal growth over the specified
period against a Williamstown base of 1.

The Baseline Model consists of the following steps:

a. determine workloads and peaks;
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b. capture current workload performance measurement
data;

c. build a Baseline Model representing only the
Williamstown Dockyard workloads running on the
MCB;

d. project the workload growth to the end of 1990; and

e. using the scaling factors extrapolate the
Williamstown workload scenarios to other
Establishments to obtain.a total capacity
requirement for MCB users.

The tools emploved in the study were:

a. BEST/1;
b. CAPTURE MVS; and
C. SAS.

The study was based on actual MCB usage statistics
[obtained from Resource Monitor Facility (RMF), System
Monitor Pacility (SMF) and CICS Monitor Facility (CMF)],
gathered from the operation of the Amdahl V6 processor
over the six month period, March to August 1985,

The IBM study was similarly based on actual usage
statistics, collected from the operation of the Amdahl V8
processor during February 1986. The methodology used for
the study the "USAGE Methodology." 1In this methodology
usage statistics are processed by the "ESP" product to
forecast resource requirements.

What svstems are currentlv operating on MCB eguipment?
What are their individual CPU consumptions?

A graph of prime time CPU usage for the last week in June
is provided at Annex A. The table below lists the major
systems which use the CPU and their average daily actual
CPU usage in minutes.

Establishement Svstem CPU_time
(average actual
CPU minutes per day)

AGCF Manufacturing Control 17.5
OFM Debtors/Creditors 33.0
Manufacturing Control 33.5
WD Financial Management 23.4
Manufacturing Control 107.3
Purchase Tracking 12.8

Costing 7.8%
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MFF FPinancial Management 4,2 *
Cco Management 14.9
MCB Systems Support 132.7
* These systems are still in development mode,

scheduled to come into production in July 1986.
What_size characteristics do the svstems have?
All of the major systems provided by the Bureau are

proprietary software products. Their overall sizes are
as follows:

Project/2 (Project Management) - 2,300,000 bytes
MRPS (Manufacturing Control) - 10,000,000 bytes
MSA (Financial Management) - 4,500,000 bytes

These systems operate concurrently in an on-line
environment under either CICS (Customer Information
Control Services) or TSO (Time Sharing Option), utilising
the virtual memory features of the MVS operating system.
Depending on the architecture of the different products,
one copy may be able to be used to service several users
(e.g. MSA). Alternatively, as is the case with MRPS and
Project/2 at least one copy of the product is required to
be resident on the computer for each user Establishment.
All systems have both on-line and batch components.

What new svstems are planned, when will thev enter
production and what are their size characteristics?

A list of new systems planned to use the MCB and the
dates they are expected to enter production is provided
at Annex B. This list is based on information in the ODP
ADP Strategic Plan updated to reflect current planning.

ORIGINAL ODP PROPOSAL TO COMMITTEE

What is the impact of the proposal before the Zommittee

if the interim acguisition broceeds?

The proposed acquisition of interim computing capacity
for the Manufacturing Computing Bureau has no impact on
the proposal before the Committee.

The proposed acquisition before the Committee is for
equipment to satisfy requirements for processing power
from 1988 onwards. The interim acquisition is intended
to satisfy an expected shortfall in power between the end
of 1986 and 1988 when the equipment in the proposal
before the Committee can be acquired., The egquipment
proposed for installation in 1988 will have a processing
capacity in excess of 15 MIPS and will replace fully the
interim processor.
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What is the expected life of the computer to_be acquired?

Expectations are that the interim equipment will meet
requirements for the Manufacturing Computing Bureau until
mid 1988. At that time the equipment will be 5 years
0ld, will have some residual value and could be disposed
of to the advantage of the Commonwealth. Given a life
expectancy of seven years for current equipment the
equipment could be operated for another 2 years after
1988, however it would not be of sufficient capacity to
meet ODP's requirements.

How will the second hand computer be attached to anv new
equipment subsequentlv acquired post 1987/88%2

The interim equipment will be disposed of when the new
equipment is installed in 1988, Retention of the interim
equipment is considered not to be justified on
operational and cost effectiveness grounds.

Operation of dual processors would entail:
a. additional hardware maintenance ($108,000 p.a.);

b. additional software lease and maintenance ($352,000
P.a.);

c. additional software acquisition ($285,000);

d. encagement of additional operational staff ($250,000
p.a.); and

e. additional air conditioning and power costs ($50,000
p.a.).

The costs of this over a 2 year period, corresponding to
the remaining 2 year lifetime of the interim equipment,
are estimated to be $1,805,000. Additionally there is no
guarantee that there will be sufficient computer
accommodation to install dual processors. The greater
complexity of operation is a further undesirable aspect
of dual processors. In fact similar considerations would
apply as apply to the dual Amdahl V8/V6 option which have
already been supplied to the Committee.

A further implication of the introduction of dual
processor operation in 1988 is the need to acquire a
major replacement 2 years further on when the interim
processor is no longer viable. At that time it would be
necessary to either replace equipment which is only 2
years old or bear the continuing costs of dual processor
operations.
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How will the nature and size of the ODP proposal be
altered as a result of this interim acquisition?

The nature and size of the ODP proposal before the
Committee will not be altered in any way as a result of
the acquisition of interim processing capacity for the
Manufacturing Computing Bureau.

COST EFFECTIVEMESS

Are there any alternatives to the purchase of a second
hand_computer, other than the use of an external bureau?

As detailed in ODP'S proposal the Amdahl V8 computer has
only ‘sufficient processor power to meet the Office's
requirements through to December 1986. Within this time
constraint there are no alternatives, Outside this time
constraint tenders could be called for either an interim
second hand or new IBM-compatible processor. However
such acquisition action, especially for new equipment
could be seen as pre-empting the proposal currently
before the Committee.

The time required to acgquire equipment through open
tendering would necessitate the use of an external
bureau, as an interim measure, to supplement current
capacity at substantial cost and with a resultant complex
computer operations environment for ODP processing. Also
such acguisition action could not be completed in a
timeframe significantly less than that planned for the
proposed acquisition currently under consideration by the
Committee. This, in effect, would result in either the
V8,/External Bureau or the V8/V6/External Bureau option
being adopted.

No alternative surplus Commonwealth Government equipment
is available.

What _is the relative cost effectiveness of these
alternatives?

The acquisition of the proposed interim equipment leads
to cost savings over a two year period of $3,742,000
and of $5,807,000 over the other options available to
ODP, ie the V8/V6/External Bureau option and the
V8/External Bureau option respectively. As will be seen
from the response to 4B. below, problems with computer
room accommodation seem likely to prohibit the
commissioning of the V6 before 1988 and therefore ODP
will be forced to adopt the most expensive option.
Acquisition of other second hand equipment through a
tendering process would result in a similar capital
outlay since market value is being bid for the surplus
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Commonwealth equipment. The longer timeframe required to
acquire such equipment would however incur cost penalties
in the form of external bureau charges and support costs.
These charges have been estimated on a monthly basis for
1987 and included at Annex C. For the first half of 1987
these additional costs amount to $591,000 , for all of
1987 they total $2,088,000. In addition, tendering
action would involve additional adminstrative overheads
in the preparation and evaluation of tenders.

Can the acguisition of new equipment as envisaged in the

original submission be brouaght forward?

The timetable for acquisition of the overall Defence
requirement for administrative computing, of which ODP's
requirements comprise one module, is possible but has no
allowance for slippage.

What _svstems would not be implemented and what are the
conseguences of not implementing these systems if onlv
the V8 or the V8 and V6 options, without external bureaux

were utilized?

on current estimates and plans, if supplementary capacity
is not acquired for the MCB by January 1987 no new
systems could access the MCB. Between July and December
1986 the following systems will enter production:

a. Financial

MFF General Ledger

OFB General Ledger

EFM General Ledger

OFM Fixed Assets

WD  Costing

MFF Forecasting and Modelling

b. Mapufacturing Control
AFF Bill of Material/Capacity Planning
OFM Bill of Material/Material Planning

OFM Purchasing
AGCF Purchasing

c. Project Management
WD Project Management,

The following systems needs, planned to be met in 1987
and 1988 could not be satisfied:

a. Financial

General Ledger: AFF, AGCF, MEF, OFM, SAF
Accounts Payable: AFF, AGCF, EFM, OFB, OFM
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Accounts Receivable: AFF, OFM, WD
Fixed Assets: AGCP, EFM, OFM
Forecasting and Modelling: EFNM
Budgetry Control: WD

Costing: AFF.

Manufacturing Control

Inventory: AFF, EFM, OFB, OFHM
Purchasing: AFF, EFM, OFB

Master Production Scheduling: AFF, OFM
Capacity Planning: OFM .

Shop Floor Scheduling: OFM.

Corporate Management

Personnel
Occupational Health and Safety
Materials Management.

In addition, as the workload of existing systems using
the MCB grows it is highly likely that some users would
need to be shed from the MCB over the timeframe to ensure
the continued operation of the highest priority systems.

As stated in the original submission to the Committee,
the majority of users of the MCB have either Category 2
or B priority. They are either essential or strategic to
ODP's documented corporate objectives as follows:

a.

the introduction of financial accounting systems are
essential to the establishment of financial
structures and capabilities consistent with
commercial operations;

the introduction of manufacturing control systems
based on computerised production and inventory
management techniques improve the technological
capability within ODP's Establishments enabling the
evolution of these capabilities to meet Defence
requirements. Such systems are required to support
the management of major Defence production projects;
and

the establishment of operational data bases based on
common financial, manufacturing and corporate
management systems allow the development of
management information systems needed to improve the
management and commercial orientation of QODP's
Establishments.

(Volume V (iii) and (xvi) of the original submission
refers)
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What has the ODP done to assess the efficiencv and cost

effectiveness of its existing svstems and to reduce their

CPU_usace?

The bulk of major systems operating on the MCB use common
application software which comprise third party propriety
products. They are packaged solutions and do not readily
lend themselves to modification to minimise CPU usage.
However, within the constraints imposed by the operating
system (MVS), the architecture of the products themselves
and availability of disk storage capacity, all possible
steps have been taken to optimise overall performance.

Where appropriate, software has been installed to
minimise processor overheads. Where possible single CICS
regions have been used for multiple applications.
Operating system tuning and data placement have also been
undertaken to remove processing bottlenecks.

As part of a standard approach to systems implementation
ODP is introducing systems effectiveness studies which
cover technical review to monitor operational running,
user satisfaction and achievement of benefits. A formal
systems effectiveness measurement approach is in place
for one major systems project and will be extended across
ODP. Pending this, cost effectiveness of systems is
monitored by the Production Computing Committee through
the ADP Strategic Plan and periodic reports on major
systems.

What charcinag and cost recovery measures currently
operate for services provided bv the MCB to ODP

factories?

A charging formula for the use of MCB services was
developed based on Department of Finance guidelines.
Currently a notional charging system is used. Under this
system accounts for usage are issued and users must take
into account these charges in preparing system cost
effectiveness analyses. It has been agreed by the ODP
Production Computing Committee that the MCB will move to
actual charging with full cost recovery in a phased
manner.

What measures have been taken to _ensure the level of

demand for such services reflects the cost of providing

them and to ensure their use is cost justified?

Demand for services provided by the MCB is controlled and
monitored through the Office's ADP Strategic Planning
process, which is oversighted by the ODP Production
Computing Committee. Input to the ODP ADP Strategic Plan
is via individual Establishment computing plans. For
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each major system all Establishments are reguired to
complete a project portfolio detailing costs,
quantifiable benefits, current MCB usage and proposed MCB
usage. All use of the MCB must be based on cost/benefit
issues, with costs including notional as well as actual
bureau charges.

COMPUTER ACCOMMODATION

why is it not possible to house the V8 and V6 together,
as it was planned to do so in the 3rd Quarter 1986, when
the V8 was acquired?

Existing accommodation in Jensen House is capable of
housing either the V8 or V6 but not both simultaneously.
When the V8 was acquired late in 1985 plans were in hand
to provide by late 1986 accommodation suitable to house
both machines.

Why did ODP's_planning not provide for a_ computer room

expansion earlv enough to have it ready for the 3rd

Quarter of 19862

Planning for the upgrade to MCB computer accommodation
commenced in 1984. Design briefs were provided to DH&C
for the refurbishment of existing computing accommodation
within Jensen House, late in 1984. This work would have
upgraded and expanded the Jensen House computer room and
was expected to be completed by late 1985.

In early 1985 the Victorian State Government announced
plans for the 'Victoria Project'. These plans included
the Jensen House site and the demolition of the building.
Following this announcement neither DOLGAS nor the
Department of Finance would support expenditure on
refurbishment work in Jensen House when its likely future
was sale and demolition. The decision to withdraw
support from the Jensen House refurbishment was made
known to the Department of Defence in May 1985. At that
time planning then commenced for the construction of a
suitable computer room in alternative Department of
Defence accommodation at 350 st Kilda Road. The expected
start date for work was November 1985 with a completion
date of March 1986.

When the V8 was acquired in September 1985, DH&C had
called tenders for the refurbishment of the Plaza
building, 350 St Kilda Road. In this building
approximately 500 Sqgm of adeguately air conditioned
computer accommodation was to be provided which would
have allowed both the V8 and V§ processors to be
installed and operated simultaneously. However in
November 1985 the Department was informed that the floor
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loading capacity of the Plaza building was inadequate to
house modern computing equipment.

Following the decision not to proceed with the Plaza
building, DOLGAS sought alternative suitable
accommodation for the MCB. Because of the urgency of the
requirement fully fitted or purpose built accommodation
was initially sought, however this could not be found and
appropriate leased accommodation requiring fit out was
then sought. Suitable premises were identified in March
1986 and a lease is being negotiated. Detailed planning
for f£it out by DH&C will commence when a lease has been
negotiated. Current estimates by DH&C are that occupancy
of the identified premises would not be available before
November 1987.

Why can't the ODP operate the V8 and V6 in stand alone
mode?

The current Jensen House environment will not allow both
processors to operate concurrently. When the V8
processor was installed in December 1985, the Vé
processor was dismantled and removed before work coulé
commence. There is only sufficient floor space within
the Jensen House computer room environment to support one
air cooled processor the size of either the V6 or V8.

The use of a separate site either within Jensen House or
external to it was also considered, but determined to be
non viable because:

a) approval for expenditure on additional works within
Jensen House could not be obtained due to the
Victoria Project plans (Refer 4B above);

b) no external purpose built accommodation could be
located (Refer 4B above); and

c) the staffing implications and costs of supporting a
separate site precluded this option from serious
consideration.

Why can't the ODP secure separate accommodation for the
V6 prior to December 19862

ODP has sought to locate separate accommodation suitable
for the V6 both through DOLGAS and private enquiries, but
no suitable accommodation has been located.

If the current computer room will not house a V8 and a

v6, how will ODP cut over from the V8 to the 3081 prior
to the availability of the new computer room and still
provide an ongoing service?

As occurred in the case of the changeover from the V6 to
the v8, decommissioning and installation will take place
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over the Christmas/New Year pericd when ODP
Establishments commence their annual close down.
approach was successful and resulted in minimal
disruption to production systems.

This
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ANNEX B

Expected production dates for new systems planned to use the MCB are:

System Establishment Date
General Ledger OFB October 1986

" " EFM October 1986

" " AGCF. January 1987

" " AFF July 1987

" " MEF July 1987

" " OFY July 1987

n " SAF July 1987
Accounts Payable OFB February 1987

" " EFM February 1987

n " AGCF May 1987

" " OFM October 1987

" " AFF June 1988
Accounts Receivable WD December 1987

A " OFM February 1988

" " AFF December 1988
Fixed Assets EFM June 1987

" " OFM June 1987

" " AGCF July 1987
Forecasting and Modelling MFF July 1986

" " " EFF March 1987
Budgetary Control WD March 1987
Standard Costing AFF June 1988
Inventory AFF December 1987

" OFM December 1987

" EFM June 1988

" OFB June 1988
Purchasing AGCF December 1986

" EFM March 1987

" OFB June 1987

" OFM October 1987

" AFF June 1988
Bill of Material AFF December 1986

" L OFM December 1986
Material Planning OFH December 1986
Master Production Scheduling AFF December 1988

" " " OFM December 1988

.



Systen
Capacity Planning
” n

Shopfloor Scheduling
Project Management
Personnel

Occupational Health & Safety

Materials Management

Establ4shment

AFF
OFY

OFM
W -
Corporate
Corporate.

Corporate

Date

December 1986
December 1988

December 1987
December 1986
December 1987
December 1987

March 1987



MONTHLY COSTS OF USING AN EXTERNAL BUREAU TO SUPPLEMENT
THE MCB DURING 1987

Bureau
Honth Charges staff Comnms. Cumulative Costs
Jan.87 $25,000 $10,000 $1,000 $36,000
Feb.87 $50,000 $10,000  $1,000 $97,000
Mar.87 $75,000 $10,000 $1,000 $183,000
Apr.87 $100,000 $10,000 $1,000 $294,000
May 87 $125,000 $10,000  $1,000 $430,000
Jun.87 $150,000 $10,000 $1,000 $591,000
Jul.87 $175,000 $10,000 $2,000 $778,000
Aug.87 $200,000 $10,000  $2,000 $990,000
Sep.87 $225,000 $10,000 $2,000 $1,227,000
Oct.87. $250,000 $10,000  $2,000 $1,489,000
Nov.87 $275,000 $10,000  $2,000 $1,776,000

Dec.87 $300,000 $10,000  $2,000 $2,088,000
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RESPONSE FROM THE DEPARTMENT OF LOCAL GOVERNMENT AND
ADMINISTRATIVE SERVICES - 23 MAY 1986
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‘@ DEPARTMENT CF LOCAL GOVERNMENT AND ADMINISTRATIVE SERVICES

& AusTn.\L(l(:z(@

PURCHASING AND DISPOSALS DIVISION
GPO BOX 1920
CANBERRA ACT 2501

EFE\V £D
23 MAY 98

2110 ACCOUNTS s
L CONMITTER

23 May 1986
e

The Secretary

Joint Parliamentary Committee of
Public Accounts

Parliament House .
CANBERRA ACT 2600

DEPARTMENT OF DEFENCE ADP ACQUISITION PROJECT DESINE AND
RELATED PROCUREMENTS

I refer to your letter of 14 May 1986 concerning the Committee's review of a
submission by the Department of Defence.

This Department will be represented at the public hearings on 5 June by Mr R D
Rubie, Assistant Secretary, Major Purchasing Branch.

The Committee has sought our advice on three issues. The following comments
are offered -

[4V] Five-year period contracts: In terms of compliance with the stated
policies of the Sovernment, provided the Request for Tender sets out
clearly the proposed strategy, then all tenderers have the opportunity to
structure their bids accordingly. Period Contracts ean be set up in such a
manner as to be not binding on the Commonwealth. It is considered the
mechanism proposed could be adapted for the larger computers
particularly, in that it could provide an orderly process for acquisition
together with the flexibility to fit in with the availability of funds during
the five-year period. Most of the proposed acquisitions invelve gradual
replacement of extensive installations of existing equipment, a long-term
program in itself, even withaut the additional workload which would be
involved in inviting and evaluating new tenders should a shorter period be
recommended. A complementary method of handling this type of
requirement would be for Defence to standardise on the architecture for
the period in question which- may have the advantage of added flexibility
in more fully accommadating tachnological developments over the period.
Under this arrangement the Department can satisfy its ongoing
requirements via specific purchases during the period withaut the
necessity to refer to a period contract. The recommendation for single
prime contractors for each category does not preclude involvement by
part-tenderers who would become sub-contractors and this strategy
provides scape for local suppliers to be involved.



2)

(6)]

Period Contract A - Standard 'network architecture': Any arrangement of
this kind must diminish to some extent the Cammanweslth's ability to
reap the ongoing benefits of competitive purchasing in subsequent years,
although use of a standardisation arrangement would overcome this
problem somewhat. The extent to which this arrangement might effect
future competition will be dependent upon the architecture chosen. If it
is a recognised industry standard then there is every likelihood that there
will be a significant number of alternative suppliers which would meet
standardisation requirements.

Period Contract C - Microcomputers and small office systems: A five-
year period contract with a single prime contractor would not be a viable
proposition in the absence of identification of specific requirements, from
the point of view of specifications, estimated quantities and usage of this
equipment, Deliverables must be identified and priced to canstitute a
valid contract. Departures from these principles would contravene
existing purchasing policies including equal oppartunity and due economy.
Existing period contracts, which were based on a Defence specification
originally, involve a panel of suppliers giving a choice of equipment, an
option which would not be available under the proposed Peried Contract C
arrangement. It was anticipated that Period Contract C would replace
the existing panel contracts when they expired. DOLGAS is currently
arranging a new panel contract with a wide choice of suppliers and
equipment in the micro and smail office systems categories. This will
involve firm price contracts renewable every 12 months, It will provide
an attractive alternative to the proposed Period Contract C, as the latter
would invelve variable prices with no alternatives to ensure competition,
Whilst the strategy of standardisation and mandatary use of Peried
Contract C for all Defence purchases are matters for Defence to
determine, the rapid developments which are taking place in this segment
of the market would seem to militate against the overall viability of a
five-year standardisation strategy. For this reason we would prefer to see
Defence utilise the upcoming Small Systems Period Contract as much as
possible.

et

(R D RUBIE)
for FIRST ASSISTANT SECRETARY
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DEPARTMENT OF DEFENCE ADP ACQUISITION: PROJECT DESINE AND
RELATED PROCUREMENTS

Mr M.J. Talberg

Secretary

Joint Parliamentary Committee
of Public Accounts

parliament House

CANBERRA  ACT 2600

I refer to Mr Whalley's memorandum of 27 May 1986 on the
above matter and the Committee's public hearing on
5 June 1986,

The purpose of this memorandum is to add to this
Department's earlier comments on the major projects
involved in the light of an examination of the detailed
information lent to the Department of Finance by the
Committee. In summary, the Department of Finance stands
by its earlier comments that there is not a fully
acceptable cost benefit analysis on the Supply Systems
Redevelopment Project (SSRP), nor on the Manpower Systems
Redevelopment Project (MSRP), included in the material
provided. It is noted that the Department of Defence is
continuing work on cost benefit analyses and Finance would
be willing to examine any additional reports on this
aspect as they become available., More detailed comments
on the data presented are set out below.

The Committee also sought Finance's view on the relative
merits of using staff or contractors to provide necessary
computer expertise. This is a rather complex question
which requires careful consideration. We will provide a
response on this aspect in due course but in the meantime
are responding in regard to the cost analysis aspect.

SSRP

The Defence Submission on SSRP states that "in the absence
of completed systems definition, detailed cost analyses
have yet to be made". (Vol I, para 25). The costs shown
in the Submission are thus indicative only (Vol III, p 17,
sub para (b)). WNevertheless, Defence contends that
'indicative cost benefit calculations' have estimated that
the preferred option would be considerably less expensive
than alternatives.



Some thirteen options were put forward in the submission,
but most of these were different ways of organising and
managing the redevelopment to produce the same result in
the user's eyes. The thirteen options appear to involve
only three substantially different approaches, The
thirteen options were assessed against the perceived
requirements of Defence and three options were selected
for detailed costing. These three options provide
substantially the same outcome (ie level of benefits) but
are organisationally different. There is a range of
outcomes which could be aimed at providing different
levels of benefit at different costs. It is our view that
Defence should have included an appraisal of options with
different outcomes in its Submission to provide more
substantive justification of its preferred option.

In essence, Defence is claiming that by spending some $90
million more than a simple conversion would cost, a number
of benefits of uncertain magnitude would accrue (Executive
Summary viii), Some benefits are mentioned, for example,
a saving of $39 million over ten years with the use of bar
coding in depots and bases. However, it is not made plain
how the particular benefits relate to specific new
functions and their costs.

As a general comment, it is noted that the methodology
applied in the cost analysis carried out appears not to be
of a type generally considered appropriate in cost benefit
or in cost effectiveness analysis. With both types of
analysis, it is generally accepted that discounted cash
flow technigues should be employed (Refer: A Guide to
Cost Effectiveness Analysis of ADP Systems by the Public
Service Board, 198l). The constant price, non-discounted
approach utilised by Defence would seem appropriate for it
to use in programming projects within its overall
financial plan, but is not an acceptable basis for
evaluating different options, particularly where both
costs and benefits are spread over long time periods.

MSRP

Finance has doubts as to the adequacy of the costing of
the computer equipment and site preparation and about the
achievability of staff savings given (which are the main
source of benefit which has been quantified).

It is not clear why five central processing units are
required for the central site (Enclosure 42, page 14-2,
paragraph 14.10). This is probably more expensive than
having, say, two or three larger machines, which could
provide the power needed and first line back-up if
required. The estimates for site preparation costs



{enclosure 42, chapter 13, table 12) appear to be
conservative for sector level machines considering that
they are placed in new sites, and having regard to a total
preparation being required viz. false floor,
airconditioning, perhaps power smoothing, lighting, extra
power requirements, physical security and fire alarm
systems.

A comparison of the hardware cost estimates (Enclosure 42,
Chap 13, Table 10) and the hardware requirements for the
recommended system (Enclosure 42, Chap 14, para 14,55;
repeated at Enclosure 41, para 30) indicates that a
substantial quantity of equipment may not have been
included in the cost estimates:

. front end communications processors (nature/numbers
undetermined);

. tape drives for central sites (number to be
determined);

. disc storage for central sites and sector level (not
yet specified);

. 5 minicomputers for central offices;
. 80 microcomputers for establishment level systems; and
. 18 printers for sector level systems.

We have some doubts as to the achieveability of the staff
savings given. With the distributive approach being
considered, more staff will probably be required for the
management and control of site, network, processing etc at
decentralised locations. It is not clear whether this has
been taken into account as the proposed Ccmputer Services
Division staff savings are substantial (Enclosure 42,
Chapter 13, Table l4m) and do not appear to reflect the
approach taken with the hardware configuration.

The life of the proposed system (Enclosure 42,

paragraph 13.5) appears to be extremely optimistic as it
means that network hardware would be in use for 16-19
years and mainframe hardware for 14-16 years. It is noted
that one of the present Defence SPERRYs will be replaced
after 10-11 years. In addition, it would not be unusual
for there to be substantial changes to user expectations
over a twenty year period, with comsequent expenditure on
software modification.



In relation to cost benefit aspects the raw cost estimates
provided would seem to be subject to a high degree of
uncertainty. Whilst Defence has used discounting
techniques in its comparison of the options examined, it
should be noted that the results of such a comparison can
only be as accurate as the estimates on which they are
based.

OVERALL COMMENTS

Some general comments which the Committee might wish to
bear in mind in considering this matter are set out below:

. given the size and the time period of the two
redevelopments being proposed it would be well nigh
impossible to get a full assessment of all aspects at
the outset;

. it might be useful to suggest to Defence that it
divide the total projects into smaller sections and
that it carry out cost effectiveness analyses in
accordance with the PSB Guidelines on a step by step
basis;

. given the size of the re-developments proposed and the
uncertainty flowing from the rate of change in the
technology involved, a conservative approach should be
taken in the development of the proposals with
continuation of the redevelopments being considered in
the light of an evaluation of the preceding stage; and

. given the uncertainty attached to some of the estimate
of penefits which have been identified, less costly
and less radical options should not be ruled out and
should be part of any final evaluation of alternatives.

Finance notes that Defence has indicated that it is
currently carrying out comprehensive cost benefit analyses
which will be made available when completed. Finance
notes that such analyses would be more likely to be
acceptable if they conformed with the PSB Guidelines and
include alternatives which provided a range of benefits.

Based on the information provided to date, Finance has
reservations that adequate systematic justification of the
proposals has been provided in the documentation so far.

LA
So 7,
1-'/(4 .'M
E.R. Thorn
First Assistant Secretary

Defence and Government Division
{4 August 1986
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OFFICE OF THE PUBLIC SERVICE BOARD
McLACHLAN OFFICES
Nauenai Curcun, Cancetra. AC T 2600 Tetephone 72 3977
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Reference

A

Mr Michael Talberg

Secretary

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2600

DEPARTMENT OF DEFENCE ADP ACQUISITION PROJECT DESINE AND
RELATED PROCUREMENTS

I refer to your memorandum of 14 May 1986 concerning the
Committee's review of a submission by the Department of
Defence relating to pro;ect DESINE and three related
procurements.

2. Ms Anne Roberts, Director, Research and Secretariat
Section, will be the Board's observer at the Committee's
public hearing on 5 June 1986.

3. Attached is a response to the issues raised in your
memorandum. Attachment 3 deals with action being taken to
deal with problems in recruiting and retaining qualified
computer staff in the Service. Attachment B deals with the
industrial relations aspects and occupational health and
safety issues associated with Defence's strategy of
decentralisation.

(il o

Anne Buttsworth
Secretary

26 May 1986




ATTACHMENT A

SUPPLY OF QUALIFIED COMPUTER PERSONNEL

The Public Service Board is concerned at the present
difficulties being experienced in the recruitment of
Computer Systems Officers in the Australian Public Service.

2. It should be pointed out, of course, that the Public
Service is apparently not the only employer currently
experiencing difficulties in recruiting staff in this
category. Indeed, it would seem that the overall supply of
computing staff is not able to meet the increasing demand
for them that is coming from other public services, the
private sector and the Australian Public Service. A recent
report by the Institute of Labour Studies in Adelaide has
estimated that Australian industry is likely to experience a
shortage of up to 268,000 computing personnel over the next
twenty years.

3. The following table sets out the demand and supply
position for Computer Systems Officers in the Service over
the last five years.

Number required Number recruited
1981/82 250 220
1982/83 331 299
1983/84 416 337
1984/85 350 249
1985/86 418 194

In consultation with departments the Board has taken a
number of steps in an attempt to assist with these problems.

4, First, it has conducted a Program Management Performance
Review of all graduate vecruitment, including Computer
Systems Officers. A copy of the Review's report is
attached. The Board has accepted all of the report's
recommendations. The changes that will be made to
promotional and assessment procedures as a result will
improve the competitive position of the Service for Computer
Systems Officers by:

. bringing forward interview dates and
simplifying the interview selection
arrangements

. making earlier offers of employment and trying
to match the practices in particular of private
employers who are able to offer positions
virtually on the spot, and



. better advertising and promotion of
opportunities especially through closer liaison
with careers advisers in tertiary institutions.

5. Second, the Board is looking at existing gualification
requirements for Computer Systems Officers to see if these
can be relaxed in a way that would recruitment from a wider
pool of applicants.

6. Third, the 3card is conducting a survey of rates paid by
other employers for computing staff; it will take what
action it can within National Wage Case quidelines if this
survey suggests that rates in the Service need to be
adjusted.

7. Fourth, departments are being encouraged to provide
training to clerical/administrative staff with a view to
transferring them to Computer Systems Officer positions.

The Department of Defence has developed such a scheme. The
Board understands that some 60 staff will join the program
this year. These efforts are consistent with views
expressed in an article in the March 1986 issue of the
Australian Bulletin of Labour which said that:

"To keep pace with the skill requirements of
developing information technology, to increase skill-
supply flexibility, and to meet the skill packages
sought by employers, both institutional ané workplace
components of training are important to the delivery
of effective, high-level, data processing skills. In
the present climate, it would seem especially
important that more be done to provide incentives to
shife the balance towards on-the-job skill
acquisicion®.

8. Fifth, in consultation with departments, the Board is
looking at what reasonable steps can be taken to minimise
the problems caused by the loss of Computer Systems Officers
who are attracted to contract programming organisations.

9. While the Zoard hopes that these and other measures it
and departments might take will go some way towards
ameliorating prasent difficulties, it needs to be recognised
that, given the community-wide shortage of computing staff
(of which, of course, the Tertiary Education Commission is
aware), problenms will be likely to persist in this area for
some time to come.



ATTACHMENT B

INDOSTRIAL RELATIONS IMPLICATIONS

Mr Talberg's memorandum of 14 May notes that ‘'the Committee
would wish to satisfy itself that no significant deleterious
effects will arise from the planned implementation of the
Department of Defence's decentralisation strateqy due to
Industrial Relations problems'.

2. The Board cannot give any assurance that implication of
the Department's proposal will not give rise to significant
industrial relations problems. The personnel management
issues surrounding the project are industrially sensitive
and all that can be done is to ensure that the unions are
fully consulted and that their views are taken into account,
with issues being negotiated when there is room to do so.

It appears that the Department is doing this.

3. On the question of negotiating at an early stage a
formal agreement setting out the conditions which would
apply for stafi relocation, there are several aspects
including, for example, redeployment within one location,
geographic redeployment and the actual conditions of
employment which will apply to staff who are
redeployed/relocated. Insofar as conditions of employment
for relocated staif are concerned, they are covered by Board
Determination 1983/10. Procedures for redeployment are
provided by the Commonwealth Employees (Redeployment and
Retirement) Act and relevant industrial awards.

4. It is too early for the Board to advise the Committee
whether the best interests of the project would be served by
entering into an early agreement with the unions, given that
as yet the Board has no details as to the likely parameters
of staff relocations and therefore is not in a position to
advise on the content of any agreement which might in some
respects depart from the standard conditions. Enhancement
of standard conditions is likely to be an objective of the
unions.

5. The Committee may be aware that, with the implementation
of Stratplan in the Depar:iment of Social Security, an
agreement was entared into by that Department, the Board,
ACOA and APSA by consent. This agreement contained specific
provisions relating to voluntary redeployment and compulsory
redeployments, as well as spelling out certain redeployment
entitlements.

6. As a result of recent activity involving a meeting of
ACTU and management principals it is likely that agreed
procedures for consultation on technological change will go
to Joint Council for endorsement in June. While such
endorsement, if received, will result in the unions ceasing
their approaches to individual departments to seek formal



agreements covering general technological change procedures,
it is fair to say that the possibility of further formal
agreements in relation to particular technological changes
has not been ruled out.

7. The Department of Defence and the Board would examine
the need for such an agreement as the Defence exercise
progresses against the background of the CE(RR) Act Award
and the Board's conditions of employment determination (all
of which provide significant protection) while stressing the
continued need for consultation.

8. The Board's inclination would be not to make any
commitment to an agreement at this stage and to assess the
need for one in the light of the circumstances as they
emerge.

OCCUPATIONAL HEALTH AND SAFETY

9. There ars already Service-wide guidelines on evesight
testing. 1In relation to radiation testing, on which the
Board's comments were specifically sought, it is the Board's
view that in the light of Australian Radiation Laboratory
opinion, and given recent experience of the Department of
Social Security under Stratplan, the expense involved in
radiation testing of individual VDUs (about $60-$80 per
unit) cannot be justified.

10. 1In a statement provided to the Board in 1985, the ARL
concluded that 'emission of ionising and non-ionising
electromagnetic radiation by VDTs proses no threat to the
health of operators. Advice from the Department of Social
Security concerning the outcome of the Stratplan testing
program indicates that some 5000 terminals have now been
tested (some 400 for the second time, after 12 months):; that
detectable radiation levels have only been evident in 5
cases and that these have been well within accepted
standards. It is understood that the Australian
Telecommunications Commission, which has had a similar
testing program in place for over 12 months, has
discontinued on-site testing because the results were
uniformly negative.

1l. Board enguiries indicate that no APS employer other
than the Department of Social Security has instituted a
program of on-site testing. However, agencies contacted
generally have well developed guality assurance and
acceptance testing procedures including ‘'one-of-type'
testing through the Australian Radiation Laboratory where
performance data supplied by manufacturers is not regarded
as adequate. The Board has no problem with such an
arrangement where it is considered appropriate.
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FURTHER INFORMATION FROM THE DEPARTMENT OF DEFENCE ON
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Mr M.J. Talberg-’

Secretary -

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2600

s

Dear Mr Talberg
DATA ON DEFENCE ADP PROPOSAL

I refer to your letter of 7 August 1986 in which you
sought additional information on the Defence ADP proposal.
Specifically costing details.

I attach broadsheets which set out costs for SSRP and
MSRP which incorporate latest estimated costs. It should be
noted, though, that some of the details shown in respect of SSRP
differ slightly from those given to Ms Cronin on 8 August: the
amounts in the attached table are correct.

In respect of the MSRP, factors used in establishing the ~
costs at the nominated dates are:

. Hardware/Software 3.1% .

. Facilities 4%

. Staff 3.8% at March 1986 prices plus

2.3% to reflect August 1986
prices



The Department is currently reviewing the index for
Facilities in conjunction with the Department of Housing and
Construction. The effect of exchange rate variations on
overseas sourced items has precluded the establishment of firm
figures for Hardware and Software items: future reviews of
project costs will take exchange rate fluctuations into account
together with the results of the review being conducted with the
Department of Housing and Construction.

.R. HARVEY

First Assistant Secretary
Financial Services
and Audit Division
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APPENDIX 14

ADVICE FROM THE MINISTER FOR FINANCE ON THE DEFENCE REFERENCE
2 JUNE 1986



s
TR

MINISTER FOR FINANCE g:g;ﬁ;?’;&o_}fcg
s TR -
27 A :\“«

Senator George Geofges
Chairman

Joint Parliamentary Committee
of Public Accounts
Parliament House

CANBERRA ACT 2600

v

Dear Senator Georges

Thank you for your letter of 22 May 1986 concerning the
enquiry the Committee has under way on a computer
acquisition proposal referred to the Committee by the
Minister for Defence.

I confirm that the Minister's reference of the matters
under discussion to the Committee is in accord with a
Cabinet decision specifically calling for such reference.

You are basically correct in stating the specific matters
referred to the Committee, ie that the matters are:

- the ADP development strategy (DESINE) proposed for
Defence acdministrative computing, including both the
period contracts proposed in relation to it and the
maximisation of the contribution of Australian
industry to the acquisitions (consistent with approved
Government policies); and

- the first three major projects proposed to be
under taken pursuant to the strategy and period
contracts, namely the Supply Systems Redevalopment,
Manpower Systems Redevelopment, and Office of Defence
Production (ODP) Manufacturing Computer Bureau
projects,

There are three separate areas in which period contracts
are proposed, namely:

- network replacement and medium to large administrative
computers (broadly replacing the current Perkin Elmer
minicomputer equipment, but also including provision
for mainframe computers);

- the ODP Manufacturing Computer Bureau and
manufacturing and office systems; and

- stand-alone microcomputers and small office systems.
It is envisaged that, if practical and cost effective, not

more than three contractors (one for each area) will be
selected.



Decisions on the actual funding of these three projects
will be subject to consideration by Cabinet in the Budget
context, and in the light of the Committee’s report on
them. In addition it was clearly envisaged that any
further projects would be handled separately in accord
with approved procedures, including separate reference to
the Committee where necessary. I appreciate that the
inclusion of all of the current items together contributes
to a very complex enquiry, but the issues are in fact
related in a common strategic approach and the potential
savings appear to be considerable.

I have forwarded a copy of this letter to the Minister for
Defence for his information.

Yours sincerely

PETER WALSH



APPENDIX 15
LIST OF WITNESSES AND OBSERVERS
AT PUBLIC HERRING
5 JUNE 1986, CANBERRA

Department of Defence

Sir william Cole Secretary

Mr M W Buckham Deputy Secretary

Mr L B Woodward Chief of Defence Production
Rear Admiral I Crawford Chief of Supply

Mr F R Harvey First Assistant Secretary,

Financial Services and Internal
Audit Division

Mr J Sewell First Assistant Secretary,
Computing Services Division

¥r D W Anderson First Assistant Secretary,
Technical Services and Logistic
Development Division

Mr I H Maggs General Manager, Defence
Communications Systems Division

Mr D A Whitly General Manager, Supply Systems
Redevelopment Branch

Mr R H Englund Assistant Secretary, Manpower
Policy and Reguirements Branch

Ms J McLeod Assistant Secretary, Computing and
Services Branch

Mr I P Brown Assistant Secretary, Computer
Support Branch

Department of Local Government and Administrative Services

Mr R D Rubie Assistant Secretary, Major
Purchasing Branch



Australian Audit Office

Mr D Lennie Assistant Auditor-General

Department of Industry, Technology and Commerce

Mr J Belshaw Assistant Secretary, Electronics
Aerospace and Information
Industries Branch

Department of Finance

Mr X Whally Assistant Secretary, ADP Branch

Public Service Board

Ms A Roberts Director, Research and Secretariat
Section

Australian Computer Equipment Manufacturers® Association

Mr R Trewin Director
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PROPOSED PROCUREMENT AND IMPLEMENTAION
STRATEGY FOR PROJECT DESINE



PROCUREMENT AND IMPLEMENTATION STRATEGY - PROJECT DESINE

Defence Proposal Committlee Proposai
. mmm—
+Issue RFT for. October 1986 ., Submission {o the PAC with Stage t proposals
- network architecture %
- all equipment for SSRP D 1986 ., Issue Stage | RFT for:
and MSRP - network architecture

ation eq

- developl t and

.Let Contracts (prime contractor):
~-acquire network architecture

JLet Contract (5 yr period D ver 1987
contract, prime contractor) ~ acquire development and demonstration equipment
-acquire-network architecture
-acquire development and

MIRN

demonstration equipment «Submission to PAC:
-detailed justification for SSRP

=results of Stage 1 proving of network architecture
+ Issue Stage 2 RFT for:

-implementation quantities of equipment
«Let Contracts (S yr period contract s, part contractors}
+Purchase MSRP implementation 19 9 «Purchase MSRP implementation

quantities of equipment % quantities of equipment

+Purchase SSRP implementation  1989/1990 . Purchase SSRP implementation

quantities of equipment % quantities of equipment
/1992

Q
~
0
©

199571996
& L
Stage !:select and prove a
standard network architecture
K4
[m] Defence single stage approach E Stage 2. secure implementation
involving a prime contractor quantities of equipment

E Subrmissions to Committee and Cabinet

The time scale and relationships between proposals are indicative only



