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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) 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;

(aa) to examine the financial affairs of
authorities of the Commonwealth to which
this Act applies and of inter-governmental
bodies to which this Act. applies;

(ab) 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;

{b) 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;

{c) 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

{d) 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 Inquiry into
the Finance Minute on Report 270 - ‘Implementation of the Offsets
Program’.

In early 1987 the Committee concluded its Inquiry into the
Implementation of the Offsets Program. The findings of that
Inquiry, contained in Report 270, focused on four main areas of
concern: essential measures to widen the impact of the program on
Australian industry, valuation of technology transfexs, inadequate
record keeping and administrative matters such as dual
administration of the program, consultative mechanisms and
administrative discretion.

The Finance Minute co-ordinating the departmental responses to the
Committee’s Report was a source of considerable disappointment to
the Committee. In respect of some matters. it provided no
explanation for retraction of previously espoused directions, and
in some instances it did not provide persuasive evidence which, in
the Committee’s view, sufficiently justified the rejection by the
departments involved of certain recommendations. In view of this,
the Inquiry was re-opened in order to gain additional information
and explanations.

The Committee is perturbed to find that in some areas, corrective
action has either not been implemented ox' has not been completed
despite the fact that criticisms in those areas have been raised
several times over the last few years: by the Auditor-General in
1984; by the Committee of Review on Offsets also in 1984; and the
Committee itself in Report 270.

The offsets policy involves costs to departments in its
implementation and costs to overseas suppliers who are forced to
comply with the policy. The Committee is therefore at a loss to
understand why after all this time, a cost-benefit analysis of the
offsets program has never been undertaken and, in respect of civil
aspects of the program, there are still no proper notification
procedures, no definitive procedures manual, no proper procedures
to ensure objective valuations of offsets proposals and no
penalties for non-compliance.

Public inquiries involve considerable resources of both
departments and the Committee. The Committee is of the firm view
that this Inquiry should not have been necessary, however, it is
hopeful that the public re-examination of this matter will hasten
corrective action in the program particularly in those areas of
long-standing concern.
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The. Committee’s recommendations emanating £rom this Inquiry are
primarily intended to ensure consistency and equity in the
application of the offsets policy amongst both overseas and local
participants, to minimise the degree of administrative discretion
utilised in assessing and evaluating offsets proposals, and of
particular. import, to remove the shroud of secrecy for which the
program has been widely criticised, by seeking to improve program
visibility and accountability.

The Committee would like to thank the Department of Finance for
the secondment of Julia van der Heide for the purpose of assisting
with this Inquiry. The Committee wishes to extend its appreciation
to Julia van der Heide for her highly professional contribution to
the work.

For and on behalf of the Committee.

R E Tickner, MP
Chairman
29 November 1989
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SUMMARY OF RECOMMENDATIONS

The Committee has made a number of recommendations
which are listed below, cross-referenced to their locations in the
text. The Committee’s analysis in the text should be referred to
when considering these recommendations.

The Committee recommends that:

Information for Overseas Company Participants on Local
Industry

The Department of Industry, Technology and Commerce
investigate means of economically:

- establishing and maintaining a database of
local industry capability; or alternatively

- upgrading Austrade’s APSIS database to provide
suitable verifiable information.
(paragraph 2.27)

Information for Local Firms on Offsets Opportunities

. Outstanding offsets obligations of individual
companies and the age of such obligations, be
published in the annual report of the Offsets
Program. Information concerning offsets
arrangements and acquittal plans be released on a
periodical basis. (paragraph 2.50)

B Future offsets contracts and Partnerships for
Development agreements exclude clauses restricting
the disclosure of nett offset obligations.
(paragraph 2.50)
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Information from Government to Industry

. Efforts be made to ensure that publication and
distribution of consolidated forward procurement
plans for all departments and agencies subject to
the Offsets Program proceed without delay.
{paragraph 2.63)

Information on Offsets Policies of Overseas Countries

. The Department of Industry, Technology and Commerce
prepare and maintain a comprehensive and up to date
record of overseas offsets policies and practices
to be distributed to all personnel involved in the
administration of the Offsets Program.

(paragraph 2.75)

Notification Procedures

. Notification procedures in respect of purchases
anticipated to be subject to offsets be
incorporated into Procurement Guidelines at an
early date. (paragraph 3.24)

. A Ministerial directive be issued to all purchasing
authorities subject to the Offsets Program,
stipulating provision of quarterly returns, to the
Department of Industry, Technology and Commerce
detailing all purchases, leases and  hire
arrangements in respect of overseas sourced goods
or services, and the imported component thereof.
(paragraph 3.24)

Acumulated Orders:

. Offsets authorities investigate means whereby all
overseas suppliers are formally placed on notice of
their potential offsets obligation prior to
incurring such an obligation. (paragraph 3.37)

(xii)
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. The cost effectiveneas of applying offsets to
accumulated orders be assessed by the Departments
of Industry, Technology and Commerce and Defence,
and the results of that assessment by reported in
the Finance Minute. (paragraph 3.37)

Compliance by Overseas Companies - Outstanding
Obligations

. The Department of Industry, Technology and Commerce
proceed with reconciliations of offsets status with
overseas suppliers, as a matter of priority.
(paragraph 3.54)

. Urgent. action be taken by the Department of
Industry, Technology and Commerce to facilitate the
reqular production of statistics of ‘aged’ offsets
obligations outstanding. (paragraph 3.54)

. The annual report on the Offsets Program
incorporate details of total outstanding offsets
obligations by year to which those cutstanding
obligations relate. (paragraph 3.54)

Achievement of Targets under Partnerships for
Developnent

. Action be taken to ensure that independent audits
of partnership activities of all participating
companies be undertaken prior to 30 June 1980 and
that subsequent audits be undertaken promptly upon
completion of review periods. (paragraph 3.64)

. Summaries of all such audit reports be published in
the annual report on the Offsets Program.
(paragraph 3.64)

Penalties

. The Attorney-General’s Department and the
Department of Industry, Technelogy and Commerce
investigate means whereby offsets arrangements give
rise to legally enforceable obligations secured by
way of liquidated damages. (paragraph 3.87)
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Enforceability of Partnerships for Development
Agreements

Details of agreed offsets status at the time of
signing be incorporated into Partnerships for
Development agreements. (paragraph 3.91)

. Clauses referring to maintenance of a sound
economic and business environment in Australia be
excluded from all future Partnerships for
Development agreements (paragraph 3.91)

. The Attorney~General‘s Department and the
Department of Industry, Technology and Commerce
investigate means whereby  Partnerships for
Development agreements are legally enforceable and
contain penalty or damages clauses.
(paragraph 3.91}

Consistency between the two Administering Departments

. The Departments of Industry, Technology and
Commerce and Defence take steps to increase the
degree of consistency in respect of the discharge
of offsets obligations by overseas suppliers
whether they arise from civil or defence purchases.
(paragraph 4.14)

. The Departments of Defence and Industry, Technology
and Commerce co-operate in the production and issue
of joint guidelines for the Program. (paragraph
4.14)

. The Departments of Defence and Industry, Technology
and Commerce collaborate on the joint production of
a listing of overseas offsets obligors to be issued
at the earliest opportunity. (paragraph 4.17)

. The Departments of Defence and Industry, Technology
and Commerce produce a single comprehensive report
on the Offsets Program. (paragraph 4.25)

(xiv)



o

The Necessity for two Commonwealth Offsets Authorities

. The Departments of Defence and Industry, Technology
and Commerce examine the need or otherwise for the
current dual administration of offsets, and in
particular, investigate means whereby the
administrative role can reside solely within the
Department of Industry, Technology and Commerce
whilst maintaining suitable 1links with defence
industry policy. (paragraph 4.34)

Consistency for Participants - Register of Precedents

The results of decisions by the offsets authorities
be documented in a comprehensive register of
precedents and significant precedents published in
the annual report on the Offsets Program.
{paragraph 4.45)

Exempt Organisation Status

The Departments of Industxy, Technology and
Commerce and Defence report in the Finance Minute
on the outcome of the GOPAC review of exempt
organisations. (paragraph 4.55)

B Guidelines for Participants include expanded
documentation in relation to exempt offsets status
addressing such matters as the approval process for
the inclusion and deletion of organisations, and
provide practical working definitions of such terms
as ‘major trading activities’, 'competitive
markets’ and ‘govermnment bestowed protective
advantage’. (paragraph 4.55)

Consistency within Administering Departments -
Procedures Manual

. The procedures manual for staff of the civil
offsets authority, which was first recommended by
the 1Inglis Committee and again by the Public
Accounts Committee in its Report 270, be completed
forthwith. (paragraph 4.59)
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Security

. The Departments of Defence and Industry, Technology
and Commerce pursue methods whereby purchasing and
offsets authorities are made aware of, wherever
possible, any criminal convictions of overseas
companies with which they have, or intend to have,
dealings. (paragraph 4.68)

. In addition to those matters identified in Report
270, the manuals for both offsets authorities
should:

- detail procedures to be followed upon
notification of an offsets officer's impending
resignation to take up employment in the
private sector; and

- prescribe procedures to be followed upon
awareness of a successful prosecution against
an  overseas company participating in the
Offsets Program. (paragraph 4.68)

Evaluation and Valuation of Offsets Proposals

The offsets authorities reconsider the Committee’s
recommendation to value transfer of technology
based solely on valuation of exports, except where
defence objectives of self-reliance dictate
othexwise. (paragraph 5.24)

. A permanent panel of independent experts in
appropriate fields be established to assist the
Department of Industry, Technology and Commerce in
evaluating and valuing offsets proposals.
(paragraph 5.24)

. All civil offsets proposals entailing difficult
measurement or subjective judgement be referred to
that permanent panel for approval, and the
requirement to do so be specified in the quidelines
and procedures manual. (paragraph 5.24)

(xvi)
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Annual Reports

Annual report disclosure on matters pertaining to
defence offsets be expanded to encompass relevant
statistical data necessary to facilitate a
meaningful assessment of the Program’s status,
achievements, problems and prospects.
(paragraph 6.10})

Evaluation of the Offsets Policy

. If a notional value of technology is given at the
time of technology transfer, that valuation should
be discounted if the transfer is to a subsidiary or
otherwise associated company of the overseas
company. (paragraph 6.21)

The NOMIS database enhancements be completed at an
early date to enable adoption of the
recommendations of the Bureau of Industry
Economics. (paragraph 6.38)

The Department of Defence report in the Finance
Minute on the progress of improvements to its
offsets databagse and that those improvements take
into account the recommendations of the Bureau of
Industry Economics in relation to the Department of
Industry, Technology and Commerce  database.
(paragraph 6.38)

. The Department of Defence report in the Finance
Minute on the results of its survey as it
specifically relates to the Offsets Program.
(paragraph 6.38)

At the earliest opportunity, an independent full
scale assessment be undertaken of the national
significance of the offsets policy, in particular
to identify and quantify all policy implementation
costs, and assess the success or otherwise in
meeting both its civil and defence
objectives. (paragraph 6.38)

(xvii)



Chapter 1

INTRODUCTION

The Offsets Program

1.1 The Offsets Program is a device which aims to utilise
the leverage of government purchasing power for the benefit of
Australian industry. ‘Offsets’' are activities of commercial and
technological significance which are directed to Australian
industry by an overseas supplier as a result of, or in
anticipation of, receiving an order for goods and/or services from
the Commonwealth. In general terms, overseas suppliers selling to
Commeonwealth bodies attract an obligation to provide approved
offsets to a level of 30% of the imported content of Commonwealth
purchases where the duty free price of the purchase, or
accumulated purchases in a single year, exceeds $2.5m and where
the imported content exceeds 30% of that price.

1.2 Approved offsets activities include transfer of
technology, research and development, training, export etc. and
all offsets proposals must meet specified criteria relating to
commercial viability, price, technology and new work.

1.3 The objective of the Program is to contribute to the
establishment of internationally competitive activities within
Australia as well as, in the case of defence offsets, the
attainment of self-reliance through the establishment, enhancement
or maintenrance of Australian industry defence capabilities.

1.4 Offsets relating to civil purchases (including defence
general purpose computers) are administered by the Department of
Industry, Technology and Commerce (DITAC) and the Department of
Defence (Defeiuce) manages the defence aspects of the program.



Reviews Prior to Report 270

1.5 Prior to the tabling of Report 270, two other reviews of
the offsets program had been undertaken since its inception in
1970. The Report of the Auditor-General on the Efficiency Audit of
the Administration of the Offsets Policy and the Report of the
(Inglis) Committee of Review on Offsets were both published in
1984. As a result of the Government's broad acceptance of the
recommendations of the Inglis Report, the Minister for Industry,
Technology and Commerce and the Minister for Defence jointly
announced in January 1986 the Government’'s decision on
‘significant redirection and strengthening of the Australian
offsets policy’.

1.6 The revised policy came into effect on 1 March 1986 and
significant features were:

. increased emphasis on the development of
competitive capabilities in Australian
industry;

. incentives for technology transfer as offsets
with multipliers to apply to research and
development and training;

. companies with an unsatisfactory offsets
performance to face more stringent conditions
in tendering for Government business;

. uniform administration of the civil and
defence aspects of the program and pooling of
offsets arising from computer purchases; and

. the public issue of guidelines for the
administration of the program.

1.7 The revised policy would alsb, according to the joint
statement, incorporate the following administrative changes:

. the Department of Defence will negotiate and
administer offsets against all its purchases
other than general purpose computers provided
through the Department of Local Government and
Administrative Services. The Department of
Industry, Technology and Commerce will
administer offsets against these computers and
purchases of all other Departments,

1. Department of Industry, Technology and Commerce and Department
of Defence, Australian Government Offsets Program,
Guidelines for Participants, AGPS, Canberra, 1986, p. 32.
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Commonwealth Authorities and companies subject
to the policy;

. the Departments of Industry, Technology and
Commerce, and Defence are to develop
comprehensive. guidelines for the
administration of the program to allow
effective implementation of the new policy;

. for major Defence programs, to be defined
initially as those with greater than
$10 million of offsets, the Minister for
Defence will consult with the Minister for
Industry, Technology and Commerce to ensure
that the offsets proposed are consistent with
the Govermment’s industry policy; and

. to ensure that competitiveness is achieved,
the Department of Defence is to revise its
methods of doing business with BAustralian
industry to remove, at the earliest possible
time, any arrangements that directly or

indirectly subsidise offsets against
non-Defence purchases and call on the Defence
Outlay.?

1.8 In orxder to facilitate the operation of the revised

offsets policy, the Government released guidelines ~ ‘Australian
Government Offsets Program - Guidelines for Participants, March
1986’ covering the administration of both the civil and Defence
elements of the Program, to assist overseas and local companies to
participate in the Program.

Report 270

1.9 The Committee tabled Report 270 - ‘Implementation of the
Offsets Program’ in April 1987. The main recommendations of the
Report concerned:

. dissemination of information to enable greater
Australian participation in the Program;

2. Department of Industry, Technology and Commerce and Department

Defence, Australian Government Offsets Program, Guidelines for
Participants, AGPS, Canberra, 1986, p. 33.
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redefining the method of valuation of technology
transfer, an area considered by the Committee as
having major potential for abuse;

clarification of relationships between the
Commonwealth’s Offsets Program and other policies
such as the Purchasing Preference Policy and
various State offsets programs;

. the reduction of administrative discretion; and

. improvement of offsets records to facilitate the
monitoring of program compliance..

1.10 In addition, the Defence and civil offsets authorities
were urged to increase their efforts to present the offsets
program as a single program in compliance with government policy
and to aveid the potential for confusion, inconsistency and
inequity in its application. The Committee viewed as extremely
serious, criticisms regarding lack of accountability, secrecy and
probity and sought to encourage a general increase in the
visibility of the Program’s administration through publication of
more information on overseas firms and the nature and scale of
their outstanding obligation as well as acquittal plans. The
Committee also sought an enhancement in program accountability in
the form of an annual report on the Program to the Minister.

1.11 A complete ry of recc dations in Report 270 is
at Appendix A.

Recent Developments

1.12 Since Report 270 was tabled the Government has
introduced two major initiatives which impact upon the Offsets
Program -~ Partnerships for Develcpment and the Australian Civil

Offsets Agreement.

1.13 The Partnerships for Development Program was launched in
September 1987 as part of the Australianr Government’s Information
Industries Strategy. The stated intention of the Program is to
encourage  transnational companies within the information
industries sector to expand their activities in Australia so that
they become an integral part of their corporate global operations.
The Program aims to boost the competitive strength of Australian
firms by developing relationships with transnationals to form
product development and marketing links into world wide markets.

3. Department of Industry, Technology and Commerce, Partnerships

for Development, Working with Australia’s Information
Industries, AGPS, Canberra, 1988.
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1.14 Under the Program a Memorandum of Understanding is
signed between the Commonwealth, which pledges amongst other
things, & supportive infrastructure environment and publicity
promotion, and the overseas supplier’s parent corporation, which
commits itself to achieve specified research and development (R&D)
and export targets over seven years.

1.15 Those companies that sign such agreements are exempted
from the wxegular Offsets Program obligations. If partners
accomplish the targets at the end of the agreements and continue
to operate in a manner consistent with the broad principles of the
Partnerships for Development Program, then they will gain
permanent exemption from the Offsets Program.

1.16 If the agreement is terminated due to inadequate
performance by the company, the company loses its partnership
status and returns to standard offsets arrangements. The offsets
obligations outstanding is then assessed as the balance
outstanding at the time of signing the agreement, adjusted by
firstly, sales to State and Commonwealth Governments and secondly,
export and R & D achievements under the Program.4

1.17 As of June_1989, Partnership Agreements had been signed
with 15 companies.® Further aspects of Partnerships for
Development are discussed at paragraphs 3.55 - 3.64 and 3.88 -
3.91.

1.18 The Australian Civil Offsets Agreement, signed by the
Commonwealth and participating State industry Ministers,
established a single national offsets program with effect from
1 March 1988. The Commonwealth Government and the Governments of
New South Wales, Victoria, Queensland, South Australia and
Tasmania signed the agreement in December 1987, with the Noxrthern
Territory signing in August 1988 and Western Australia in January
1989.6 DITAC advised in August 1989 that it had initiated
discussions with the ACT Administration with a wview_to the ACT
Government also becoming a signatory to the Agreement.’

4. Ministerial Statement on the Partnerships for Development
Program, by Senator The Hon John Button, Minister for
Industry, Technology and Commerce, 27 September 1988.

5. Evidence, p. 826.

6. Department of Industry, Technology and Commerce, Australian
Civil offsets Program, Annual Report, 1987-88, AGPS,
Canberra, 1989, 'p. 6.

7. Evidence, p. S242.



1.19 The Agreement, which initially applies to all civil
purchases by the Commonwealth and procurement of information
technology goods and services by the States, is directed at
removing confusion and resolving industry fragmentation caused by
overseas companies having to abide by separate and different
Commonwealth and State offsets programs and policies. It was
anticipated that the uniform offsets arrangements would contribute
to the efficiency and competitiveness of Australian industry and,
by allowing offset obligations to be discharged in any State,
provide companies maximum flexibility to operate where there is
greatest competitive advantage thereby reducing costs.

1.20 The Agreement declares the intention of signatories to
eventually extend arrangements to cover all State purchases of
overseas sourced goods and services but specifically excludes
offsets arising from procurement by the Department of Defence,
other than those the Minister for Defence has agreed be managed by
the civil offsets authority. 1In relation to plans for the
extension of the arrangements to all State purchases, DITAC
advised:

The further implementation of the Australian Civil
Offsets Agreement was considered by the Australian
Industry and Technology Council (AITC) at their
meeting on 24 February 1989. The AITC agreed in
principle to a case by case implementation to all
areas of State Government procurement with
commercial vehicles and plant to be the first area
to be congidered. Western Australia, however,
indicated it would have some difficulty
implementing the agreement in this area because of
existing countertrade agreements. Subsequently, at
the [Government Offsets and Procurement Advisory
Committee) GOPAC meeting on 20 April 1989 this
matter was further discussed. Currently we are
seeking to develop a position which will
accommodate the difficulties involved and now
expect that the_next stage will be implemented from
1 January 1990.

A copy of the Australian Civil Offsets Agreement is at
Attachment 5 of the Finance Minute at Appendix B.

8. Minister for Industry, Technology and Commerce, Senator John
Button, Press Release, March 1988
9. Evidence, p. 629.
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1.21 Guidelines for Participants under the Australian Civil
Offsets Program were issued in March 1988 replacing the civil
component of the Australian Government Offsets Program Guidelines
for Participants published in March 1986. The new guidelines seek
to ensure greater_ focus on product development and export activity
than in the past. A number of changes were incorporated into the
new civil Guidelines. They were:

. the exclusion of:

- part production or assembly and gifts and
donations as types of eligible offsets
activities; and

- penalty clauses and references to
retention of payments pending discharge
of an obligation;

. the inclusion of:
- investment guidelines; and

- sunset clauses for exports intended to
stimulate technology and Eroduct
development in beneficiary firms.l

1.22 In December 1988 interim guidelines for the inclusion of
the general insurance industry in the Australian Civil Offsets
Program were issued. By linking the insurance industry to the
Offsets Program, the Government seeks to:

. facilitate the development of an
internationally competitive and export
oriented insurance industry; and

. enhance the capacity of the insurance industry
to provide innovative risk management and
insurance protection to assist the development
of export oriented manufacturing and service
industries generally.l?

10. Department of Industry, Technology and Commerce, Australian

Civil Offsets Program, Guidelines for Participants, March 1988,
AGPS, Canberra, Foreword.

11, Department of Industry, Technology and Commerce, Augtralian Civil

Offsets Program, Annual Report 1987-88, AGPS, Canberra, 1989,
p- 9.

12. Minister for Industry, Technology and Commerce, Senator John
Button, Press Release 197/88, December 1988.
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Another Recent Review

1.23 One of the recommendations of the 1Inglis Committee was
the introduction of mandatory dual tendering whereby tenderers
would be required to prepare separate quotes with and without
offsets. After a one year trial period it should then be reviewed
to see if the objective of idem:ifying price premiums on
Government purchases was being achieved. 3 “rThis proposal was
rejected by the Government which instead decided to establish,
within the Bureau of Industry Economics (BIE), an independent
system to monitor the costs and benefits of the civil aspects of
the Offsets Program.

1.24 The BIE advised the Committee in 1986 that its study was
to be undertaken in three stages:

. review of offsets administration and information
systems in order to improve Offsets Branch’s data
collection;

. assessment of the Program on the basis of

indicators extracted from Offsets Branch’s database
and particularly the levels of achievement of
post-offsets work induced by the Program; and

. determination of the wvalue of a full-scale
cost~benefit analysis of the program.l?

1.25 The BIE published its report ‘Monitoring of the Offsets
Program’ on stage one of its monitoring responsibility in June
1387. The BIE recommended that furthexr methods to improve the
reporting of purchases be examined and implemented. They also made
recommendations concerning collection of data on final prices and
payment (or delivery) dates, Australian beneficiaries’ operations
and major subcontractors, as well as post-offsets activity.l

1.26 Aspects of the BIE study are addressed in more detail
throughout this Report.

13. Report of the Committee of Review on Offsetsg, December 1984,
AGPS, Canberra, 1985, p. 157.

14. JCPA File 1986/13, Part A(l).

1S. Bureau of Industry Economics, Monitoring of the Offsets Program,
First Report, Program Evaluation Report No. 3, AGPS,
Canberra, 1987, p 36.
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The Finance Minute and Re-opening of the
Offsets Inquiry

1.27 To ensure that appropriate action is taken in response
to each report of the Committee, the Committee has since 1952 had
a formal procedure known as a Department of Finance Minute. After
a report by the Committee is tabled in the Senate and the House of
Representatives, the Chairman of the Committee forwards a copy of
the report to the responsible Minister. A copy is also forwarded
to the Minister for Finance, together with a request that the
report be considered and the Chairman subsequently be informed of
actions to address the Committee’s recommendations. The reply, in
the form of a Department of Finance Minute, is then examined by
the Committee and reported upon to the Parliament.

1.28 The Finance Minute on Report 270 was not received by the
Committee until October 1988, 18 months after the Report was
tabled in Parliament.

1.29 The Committee was not only concerned at the length of
time taken to provide a formal response on the recommendations
and the conclusions contained in Report 270, but was also very
disturbed at the fragmentary nature of that formal response.

1.30 Evidence presented to the Committee in the form of
correspondence between the Department of Finance and DITAC
suggests that the Department of Finance had little influence in
eliciting prompt responses from departments and played no part in
attempting to establish a cohesive Government stance on Committee
conclusions and recommendations.

1.31 The Committee raised its concerns about the inadequacies
of the existing Finance Minute process with the Minister for
Finance and senior Departmental officers. Subsequent action by the
Department of Finance has led to more senior officers being
assigned to handle the Finance Minute process and to the
Department assuming & more pro-active role., The Committee notes
that subsequent Finance Minutes have not encountered the delays
which prompted the Committee’s initial concern.

1.32 In respect of the content of the Finance Minute, the
Committee found the responses given by departments to be
superficial and inadequate in addressing Report 270

recommendations. However this is not surprising in view of the
level of departmental involvement., Responses to parliamentary
committees from DITAC are cleared at Senior Executive Service



(SES) level.l6 It was clear that prior to his appearance before th
Committee for this 1Inquiry, the Secretary of DITAC, Dr David
Charles, had little knowledge of Report 270 or the content of the
Department‘s response, and displayed a certain degree of annoyance
at being asked to appear before the Committee. The Minutes of
Evidence record:

Dx Charles -~ ...you have asked myself, personally,
to come along and take part in this Committee’s
proceedings - not a usual procedure I would have
thought; I do not know. I have been the Secretary
of the Department for four years and I have never
been asked by any parliamentary committee to appear
before it.

Senator BISHOP - Did you not think we were
important enough?

Dr Charles - That is not the point. The point I am
making is that I think it is an unusual procedure
to ask a secretary of a department to come here
before it.

Mr RUDDOCK - I would agree.

Dr Charles - Therefore I have personally reviewed
all the papers and all of the relevant documents in
this area. I have done little else for the last
week, and I have now read the original report in
intense detail ...17

1.33 It was also clear that the Secretary had not been made
aware by his Department, of the concern raised by the Department
of Finance in respect of the delay in responding to the
Committee’s Report,18

1.34 The Committee believes a departmental secretary must be
fully apprised of parliamentary inquiries, reports and responses
in respect of matters for which he or she is directly responsible.

1.35 The Committee considered that the Finance Minute did not
provide persuasive evidence which sufficiently justified the
rejection by the departments involved of certain recommendations.
The Committee was also disturbed to find that despite three
reviews to date ~ the Auditor-General‘’s Efficiency Audit on the
Administration of the Offsets Policy in 1984, the Inglis Review
alsc in 1984 and the Committee’s own review - some aspects of the

16. Evidence, p. 232.
17. Evidence, p. 190.
18. Evidence, p. 197.
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program appeared to be still open to the same sorts of criticisms
previously directed at it., The administration of the Offsets
Program continues to be the subject of questions and unfavourable
comment by other parliamentary committees and Parliament itself,
and on occasions the Program suffers criticism from sections of
industry and the media.

1.36 The Committee therefore decided to re-open the Inquiry
to the extent of seeking further information and explanations from
departments involved in the Offsets Program. Fresh submissions
were not publicly sought, however, the Committee did receive
further submissions as a result of the circulation of the Finance
Minute to various individuals and organisations invelved in the
original Inquiry.

1
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Chapter 2

COMMUNICATION

2.1 Adequate and appropriate information flows are
imperative if the Offsets Program’s objective of establishing
internationally competitive activities within Australia is to be
achieved. The Committee believes that this objective implies the
desire to not only ensure that any local firms that have already
reached internationally competitive status maintain that status,
but to assist additional local firms in achieving such status. In
order to expand the number of local firms participating in offsets
work effective information links are critical.

2.2 The Committee observed in Report 270 that the Offsets
Program incorporating both the civil and Defence aspects impacted
on only a small section of Australian industry and only a small
number of Australian firms were involved in performing offsets
work. It was felt that it should be the responsibility of Defence
and DITAC to source and disseminate information to lift awareness
of the Program throughout local industry and to provide assistance
to overseas firms in locating suitable Australian companies to
undertake offsets work.

Information for Overseas Company Participants
on Local Industry

2.3 In Report 270 the Committee concluded that a
comprehensive database on local industry capabilities,
technologies and interests was essential for the proper
administration of the Program and recommended the development by
DITAC of such a database by 31 December 1987. A local industry
database would enable DITAC to both aid overseas suppliers in
identifying potential recipients of offsets work and assist in
providing information to local industry on offsets opportunities.
The Committee was aware that local industry information was being
collected by other bodies including The Australian Trade
Commission {Austrade) and State instrumentalities but was
concerned that it might be some time before DITAC had access to
such a database.

13



2.4 In making this recommendation the Committee was mindful
of evidence given to them in late 1986 and early 1987 to the
effect that DITAC had a number of databases within the Department
that would be integrated to form a civil industry database. The
project was being undertaken as part of the development and
implementation of a National Register of Industrial Capabilities.
The first phase of the project including the development of a
heavy engineering sector database was largely complete at that
time.

2.5 The Committee was therefore bewildered by the response
given by DITAC in the Finance Minute at paragraphs 11 - 17
opposing the adoption of this recommendation. The Department
expressed the view that the development of such a database would
be a time-consuming and costly exercise and exceed the needs
generated by the Offsets Program. DITAC claimed that location of
Australian beneficiaries is in general the responsibility of the
overseas supplier whilst it sees its role in the Program as that
of gathering intelligence in relation to the capabilities required
of local industry by overseas suppliers. Furthermore, State
offsets authorities have responsibility under the Australian Civil
Offsets Agreement for the involvement of additional local
companies and will initially utilise their existing industry
databases. However DITAC does now have access, through the
National Industry Extension Service (NIES), to Austrade’s APSIS
database and also expressed an intention to produce, in
conjunction with the relevant State Government authorities, a list
of Australian industry directories for distribution to overseas
suppliers.

2.6 The Committee sought to establish £firstly, why the
Department’s plan of a comprehensive database had been abandoned,
secondly, the fate of the heavy engineering database developed by
DITAC in 1986 and thirdly, the extent of the progress by DITAC in
respect of the proposed list of directories.

2.7 The Committee learned from DITAC witnesses that since
Report 270 general administrative changes in the Public Service,
in particular substantial constraints on resources, had served to
initiate a re-appraisal of their original plans. In addition DITAC
became aware of other organisations that were developing national
industry advisory information systems.Z It is the Department’s
view that the public sector should not seek to drive out of the
market-place private sector and other agencies which are in a
better position to produce databases than the Department.3 In this
respect the Department of Finance also expressed an opinion that
it did not support unnecessary duplication of activities already
undertaken within the public sector or those able to be provided
commerciaily.

1. JCPA File 1986/13 Part B(1ll1).

2. Evidence, p. 242.

3. Evidence, p. 243.

4. FPinance Minute on Report 270, para. 7. See Appendix B.
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2.8 The Committee was advised that DITAC has developed
closer connections with Austrade and thus the APSIS database, and
due to the emergence of closer relationships between NIES and
State Governments, better connection could be made into the State
department databases. Overseas companies with obligations seeking
potential recipients of offsets work are now directed to known
databases held by other organisations and their requirements
brought to the notice of State Government offsets authorities.d

2.9 The Committee was informed that DITAC sold the heavy
engineering database to National Engineering Information Service
Pty Ltd (NEIS), a wholly owned subsidiary of the Illawarra
Technology Centre based on the University of Wollongong for $1,000
in June 1987. DITAC advised that the total cost of development of
the National Register of Industrial Capabilities (NRIC), a
database of heavy engineering firm capabilities, up to the point
of its sale was $342,183. The various actual and imputed charges
were as follows:

. preliminary feasibility study (undertaken by
Coopers & Lybrand W D Scott) - $30,000;

. data collection via an Australian Bureau of
Statistics mailout survey -~ $4,000;

. database creation (undertaken by Coopers &
Lybrand W D Scott) - $66,275;

. initial system operational software
development (undertaken by Computer Power Pty
Ltd) - $116,908;

. overheads borne by DITAC (e.g. salaries,
travel etc. associated with consultant
selection and management; ADP use)- $125,000
(est)b,

2.10 The NRIC development was a joint venture between the

Commonwealth and the States/Territories, under the auspices of the
interim heavy engineering program announced in May 1985. Half the
costs of the feasibility study and the database creation had been
met by the States. The decision to sell the database for this
nominal fee was a collective decision taken by Commonwealth, State
and Territory industry Ministers to facilitate its integration
into the significantly superior (in terms of useability, access
and integrity of original data) engineering firms capability
database developed by NEIS in conjunction with BHP.

5. Evidence, pp. 243, 247.
6. Evidence, p. 614.

15



2.11 In striking a nominal price of $1,000 regard was had to
the fact that significant additional expenditure was required to
further develop, operate and maintain the NRIC system. In May 1987
it was estimated that a further $500,000 - $750,000 was required
in the period to 30 June 1989 for these purposes. Major costs
would  have been associated with software refinement and
verification of ‘claimed capabilities. Through the sale these
costs, except for the software refinement, were effectively
transferred to NEIS.

2.12 Other conditions on the sale included free access to the
integrated database by Commonwealth and State/Territory agencies
for a three year period after which they would be required to pay
for access. In this context regular users of the database include
State Industrial Supply Offices, Austrade and the Australian
International Development Assistance Bureau (AIDAB)7.

2.13 The proposal to publish a list of Australian industry
directories had not progressed but the Committee was informed that
the Government Offsets and Procurement Advisory Committee (GOPAC)
considered the matter in April 1989.

2.14 At that time GOPAC re-iterated DITAC’s view that under
the terms of the Australian Civil Offsets Agreement involvement of
local firms was a State responsibility and that it was not aware
of any indication that appropriate local firms were being
overlooked by overseas suppliers. Although GOPAC considered that
directories were not a major factor in the involvement of local
industry in the Program, a list of directories would be prepared
with the co~operation of State offsets authorities.8

2.15 The Australian Information Industry Association (AIIA)
believes that there is a continuing requirement for the
establishment of a comprehensive database of Australian industry
capability, capacity and technologies. In their view, the lack of
such an information service had meant that many of the
international companies involved in the Partnerships for
Development Program have had to waste valuable resources seeking
out local firms capable of benefiting from the Program. In
Defence’s experience also, overseas companies have difficulty in
matching their requirements with local suppliers capabz’.lities.9
However, ir some cases the overseas supplier has little need to
resort to ‘outside’ help in locating suitable local firms. For
instance, IBM has a large Australian subsidiary that has been
operating within this country for a considerable number of years.
Through long experience they have built up their knowledge of the
capability that exists here in their specific areas of interest.

7. Evidence, pp. 614-5, 626.
8. Evidence, p. 626.
9. Evidence, p. 891.
10. Evidence, p. 608.
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2.16 AIIA stated that they had sought to encourage the
establishment of such a database by private organisations, but it
is obvious to them that it will require at least catalytic
government funding or underwriting.ll 'AIIA claimed that the
greatest need was for a unified database which measures
Australia’s capability rather than production of fragmented and
unverified listings of what people claim they can do, AIIA
considered that the APSIS database is not verifiable, and because
it was probably designed with exports in mind, is inadequate in
meeting the needs of industry development. An effectual on-line
database could be established for about hailf a million dollars it
was claimed, and probably cost about $400-$500 a year to verify
the ent:ries.12

2.17 DITAC believes that this estimate would likely be at the
bottom end of any actual costs., In addition, verification costs
could require the part/full time services of one person at an
annual cost including overheads of $20,000 to $80,000.213

2.18 The Committee sought to establish exactly what
information was held in the APSIS database, and the extent of
Austrade’'s involvement in matching participants in the Offsets
Program.

2.19 Austrade confirmed AIIA‘s supposition that APSIS was
created initially for internal Austrade purposes and is
effectively a database for exporters. It has about 10,000
companies on it which covers the vast majority of Australian
exporting companies and it is kept up to date largely through the
interaction of Austrade State offices with exporters. Much of the
information is classified commercial-in-confidence and is provided
only on the understanding that it is maintained on that basis,
however, BAustrade advised that most companies permit DITAC
accessibility. In fact it was stated commercial-in-confidence
normally extends to not making it available to non-government
agencies,l4

2.20 Under the Australian Civil Offsets Agreement Austrade’s
role is to:

. initiate and facilitate offsets related trade
development activities;

. provide overseas follow up support in regard to
offsets negotiations and activities; and

11. Evidence, p. 325.
12. Evidence, pp. 335-8.
13. Evidence, p. S121.
14, Evidence, pp. 427-8.
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. provide overseas marketin? support to local
participants in the Program.i5

2.21 Austrade’s prime interest in offsets is the value the
Program has as an export tool which can be used by Australian
companies seeking to expand export markets.l® For instance, the
Committee heard evidence that Austrade is working on defence
Export  strategy with the Department of Defence through
consultations and joint activities such as trade displays and
joint missions overseas on defence exports, equipment and
services.

2.22 The Committee considers that whilst ‘every bit helps’,
the government assistance extended to participants in the offsets
program by Austrade is somewhat limited. Austrade sees their main
facilitation role in the offsets area as matchmaking between an
offsets obligor and local companies. However, any introductions
are a by-product from the main activities undertaken in relation
to any particular industry strategy (Austrade claimed a large
number of contacts were made this way) or as a result of requests
for assistance from overseas companies.

2.23 The Committee was advised that in Austrade’s view that
it could be a counter productive effort to over encourage too many
smaller, inexperienced firms into the offsets arena. They
therefore make judgements on the particular needs of any company
that seeks assistance from them (which may not correspond to the
company's perceptions) and tailor the level of service provided to
that company accordingly - not withstanding the introduction of
cost sharing. A representative from Austrade stated:

.+. otherwise we would be involved in giving
exactly the same service to all people who walk
through our docor and we believe that would be a
very ineffective way to use the funding that we are
provided with.l13

2.24 The Committee found that even though the clause at
paragraph 2.20 above was inserted in, the Civil Offsets Agreement
largely as a result of Austrade’s suggestion, Austrade was not
able because of its integrated approach to its overall
responsibilities to quantify its activities in relation to
offsets.20 The Committee notes that no objective assessment has
been made of Austrade’s performance in either judging which firms
are likely to become successful exporters, or the success or
failure of firms to which Austrade has provided assistance.

15. Evidence, p. 177.

16. Evidence, p. 417.

17. Evidence, p. 422.

18. Evidence, pp. 424, 425.

19. Evidence, p. 429.

20. Evidence, pp. 440-2,
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2.25 The Committee believes that information which discloses
local capability would be of the most benefit to overseas
suppliers attempting to locate suitable recipients of offsets work
and in gauging the potential of local firms to undertake new and
technologically sophisticated work. The Committee does not believe
that a consolidated list of available directories or the
individual directories themselves, suffice.

2.26 A database of local capability would not only streamline
administration leading to more effective and efficient use of
costly manpower but could also be a valuable tool in designing
industry strategies and on a user pays basis, serve the needs of
other government organisations as well as investment consultants
and brokers. However, the Committee does appreciate DITAC’s point
that there are currently in excess of 650,000 firms in Australia
and the development of one comprehensive industry database would
be a costly and time-consuming exercise which they do not have the
resources to undertake.?l The Committee, however, does not support
DITAC’s contention that any further development in this area
should be left up to the private sector.22 DITAC and Defence have
been charged with prime responsibility for the implementation of
the Offsets Program - not the private sector.

2.27 The Committee recommends that:

The Department of Industry, Technology and Commerce
investigate means of economically:

. establishing and maintaining a database of
local industry capability; or alternatively

. upgrading Austrade’s APSIS database to provide
suitable verifiable information.

2.28 In areas of industry where an appropriate database
already exists, and is comparatively inexpensive to access,
duplication should be avoided.

21. Finance Minute on Report 270, para. 12. See Appendix B.
22. Finance Minute on Report 270, para. 17. See Appendix B.
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Information for Local Firms on
Offsets Opportunitics

2.29 The provision of easily accessible and competent
information to local firms of potential offsets opportunities is
essential in order for local firms to prepare and target their
proposals more directly to supplier needs, thus enhancing their
prospects of participating in the Program.

2.30 In Report 270 the Committee concluded that there was
scope for offsets authorities to publish more information on
overseas suppliers and recommended the compilation of a
comprehensive directory of overseas companies with offsets
obligations for distribution to local firms seeking offsets work.
The Committee envisaged that the directory should include:

. details ©of each firm’'s business in terms of
products, technologies and interests;

. the nature and scale of its offsets obligations;
and

. non-sensitive information on the nature and scale
of its acquittal plans.

2.31 In 1986 Defence signified their intention to produce a
directory of overseas participants in the Offsets Program. Defence
now produces, for the information of Australian companies wishing
to pursue opportunities for work which may arise from the Defence
element of the Offsets Program, a listing which in addition to
essential name, address and contact number details, incorporates,
in response to the Committee'’s suggestion, indicatory information
on contract values and industry categories. The List of
Participants also includes overseas companies who have completed
their offsets obligations and identifies companies who have
entered into Offsets Credit Deeds whereby overseas companies are
permitted to accumulate offsets credits in anticipation of future
obligations.

20
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2.32 Oon the other hand, DITAC, who at the time of the
previous Inguiry published and distributed a list of names,
addresses and contact points only of overseas suppliers, rejected
the Committee's recommendation for greater information and
continues to produce exactly the same type of listing as it did in
1986. The. Committee found DITAC'sS response as presented in the
Finance Minute provided little additional persuasive material to
that accepted as evidence at the previous Inquiry. In April 1989,
the Committee noted that the 1list, which is produced as part of
the Department’s general promotional literature for distribution
at seminars (with appropriate segments provided to those
individually enquiring about particular areas of interest), had
not been updated since Rugust 1988. DITAC subsequently provided an
updated list in June 1989.

2.33 In the public forum most of the Committee’s enquiries in
relation to this recommendation tended to concentrate on the
question of disclosure of the level of offsets obligations of
individual companies. DITAC stated in the Finance Minute that
‘previous experience is that the release of such information would
provoke a strong reaction from many overseas suppliers who would
dispute the accuracy of the figures quoted’.2% The Committee found
this statement to be rather at odds with their claim that
substantial work had been undertaken to reconcile the status of
offsets commitments.25 Furthermore, the term ‘strong reaction’ was
subsequently found to be based on the experience of one occasion
where one firm indicated that they would be ‘more reluctant to
work in a co-operative mode ...’26

2.34 One company submitted the view that there is no basis
for fearing strong reaction from overseas suppliers and called for
the immediate reinstatement of the type of publication previously
circulated to industry by the Department of Defence Support in the
early 1980s.27 That publication, titled ‘Summary of Prime
Contractors with Outstanding Offsets Obligation Greater than
A$1.0 million’, provided brief details of acquittal plans and the
amount of the current approximate offsets ‘debt’.Z8

2.35 DITAC also noted other difficulties in releasing this
information such as:

. the information rapidly becomes dated;

23, Evidence, p. 630.

24. Finance Minute on Report 270, para. 20. See Appendix B.
25. Evidence, p. 21.

26. Evidence, p. 269.

27. Evidence, p. 711.

28. JCPA File 1986/13, Part B(2)
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. gross obligation figures do not provide any
indication of time scale of the obligations or the
existence of any long term agreement to acquit

them; and
. large obligation figures may give the impression of
delinquency.
2.36 The Committee considered none of these points to be

valid obstacles to the provision of details, it being a simple
matter to preface the publication of details with any necessary
provisos. Although noting the concern expressed by one industry
witness that despite provisos some media outlets would still, in
an offsets debit situation, misrepresent the facts, the Committe
considers the bald listing of offsets obligation debtors included
in the Australian Civil Offsets Program Annual Report3l to be more
disposed to misinterpretation and speculation by the media than
any out of date list containing figures and provisos.

2.37 Further information was sought on how the disclosure of
offsets obligations of an individual company could be prejudicial
to the companies concerned. DITAC put forward the following
circumstances that had been mentioned to them:

. prices paid for large items can be deduced from
knowledge of offsets obligations e.g. an Australian
airline  purchases aircraft from an overseas
manufacturer which by definition is 100 per cent
foreign content. From knowledge of the overseas
suppliers’ offset obligations it is possible to
deduce the price paid for the aircraft. As these
items are typically negotiated, this information
has wvalue to competing airlines and alternative
suppliers;

. similarly, information concerning the discharge of
offsets can reveal, under certain circumstances,
the unit price of items supplied by Australian
manufacturers to firms with offset obligations; and

firms claim that sometimes the disclosure of
offsets information of itself may appear harmless.
However, combined with other industry intelligence,
it can be gquite revealing. Other sources of
information could include press releases, annual
reports, industry rumours and the movement of

29. Finance Minute on Report 270, para. 20. See Appendix B.
30. Evidence, p. 606.
31. Department of Industry, Technology and Commence, Australian

Civil Offsets Program, Annual Report 1987-88, AGPS,
Canberra 1989, p. 85.
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employees between organisations. The more
concentrated the industry, the greater the scope
for this type of intelligence. For example, a
specific case would be local content. Competitors
can, by observing changes in the obligation level
and with knowledge of contracts £rom government
publications, determine degrees of local content.

2.38 DITAC pointed out that these situations are the more
damaging, the more freguent the obligation status of firms is
revealed. Additional information can be deduced by looking at the
change in offset status of firms over time:

. information on offsets obligations can be used by
Governments, unions and sub-contractors in the home
country of the supplier to place pressure on the
company to reduce the extent of the work placed
overseas; and .

. third countries can use the information from
negotiating offsets on their behalf. The public
disclosure of this information will work to the
detriment of Australian industry by increasing the
resistance to do offset work in Rustralia and to
drive a harder bargain with Australian industry.

2.39 Although not of a commercial-in-confidence nature, DITAC
considered the following issues should also be considered in
relation to this issue:

. public perceptions of delinquency and possible
adverse publicity for a company with a large offset
obligation, perhaps arising from a recent major
purchase, when in fact the company may already have
entered into satisfactory agreements with local
industry to fulfil its obligation;

. the presence of non-disclosure clauses in many
agreements restricting the release of any
information covered by the agreement, including
obligations, without the formal consent of parties;

and
. routine disclosure of offsets obligation
information would reduce the impact and

effectiveness of the threat of disclosure currently
used as a sanction to ensure compliance by
delinquent overseas suppliers.
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2.40 According to DITAC firms with lumpy sales or single
sources of discharge are more concerned about the question of
disclosure than firms who sell to many clients during the course
of a year. However the Government's position has been to adopt a
universal treatment of firms operating under the Offsets Program,
whilst encouraging companies to reveal additional information
through their own press releases.

2.41 DITAC advised that this issue had recently been put to
State offsets authorities with an explanation of the problems
arising from the policy of non-disclosure such as the undesirable
aura of secrecy, conjecture as to the valuation of offsets
activities and concern about the accountability of program
managers. The State authorities had acknowledged these
difficulties but ngnpetheless strongly supported the present policy
of non-disclosure. The Committee noted that through their link
to DITAC’s NOMIS database, State offsets authorities have access
to details of the value of offset obligations of individual
companies.

2.42 The Committee wishes to make it clear that it is not
advocating disclosure of obligations per individual contract, but
rather, the total outstanding offsets ‘debt’ of individual
overseas companies. It is therefore unclear how a nett figure of
offsets obligations less achievements to date can permit such
deductions to be made as suggested above.

2.43 The underlying objection of both DITAC and Defence to
the release of details of offsets obligation was the fact that the
Government had accepted the recommendation of the (Inglis)
Committee of Review on Offsets that the commitments of individual
companies not be published except in the case of major
delinquencies. The Joint Committee of Public Accounts sought the
co-operation of DITAC in establishing precisely what circumstances
had led to the Committee making this recommendation. Although the
volume of information and the availability of resources did not
permit a detailed search, the Department researched the relevant
archival material, without success.

2.44 A written request was made to Sir Brian Inglis seeking
his consideration of the matter.3% His reply indicated that the
recommendation as to the inappropriateness of public disclosure at
that time was made as a result of:

. strong impressions gained during discussion with
senior management of major overseas companies that
offsets information was regarded as confidential
and that disclosure would be resisted;

32. Evidence, pp. 616-8.
33. Evidence, p. 290.
34. Evidence, p. 616.
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. serious discrepancies between the (then) Defence
Support records and company records of offset
obligations coupled with the Committee’s lack of
confidence in the Department’s records; and

. recognition that breach of the confidentiality of
special negotiated offset arrangements would be
strongly resisted.

2.45 Whilst Austrade acknowledges the importance of
Australian industry awareness of the program and the opportunities
it may present, it considers that publication of a directory of
overseas firms having offsets obligations does not in itself
generate more business for Australian companies and furthermore
that the_ _additional benefit from publishing a directory is
marginal. The Committee too does not accept the naivety of such
a view but believes that provision of an informative directory on
overseas obligors is an essential tool in overcoming imperfect
information flows which is surely one of the basic economic
rationales for the existence of the Program. The benefits may be
marginal, but as the cost is minimal it seems foolish not to
utilise this method of putting more information in the
market-place. Whilst the Committee does not believe that provision
of written information will in any way eliminate the need for the
provision of personal and therefore costly assistance by
government offsets authorities, the more information and better
quality of the information that can be provided as a matter of
course to local industry, the less other assistance should be
required.

2.46 The line of discussions and questioning during the
Inguiry dwelt not only on the usefulness of the information to
local f£firms, but their right and the right of any individual or
parliamentarian to this information. In the opinion of the
Committee, the argument that there is a choice to be made between
the benefit to Australian industry and ‘harm’ caused by upsetting
some overseas companies is irrelevant. The Committee believes that
the question of commercial~in-confidence cannot be viewed so
narrowly. The matter must be considered within the context of the
Program as a whole and in particular the issue of public
accountability of the Program. The Committee believes that wide
public knowledge and scrutiny of programs actively encourages
efficiency and probity. Whether justified or not, non-disclosure,
the Committee believes, is leading to increased public criticism
of the Program.

35. Evidence, pp. 643-4.
36. Evidence, pp. 418, 434.
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2.47 Subsequent advice was received from DITAC that in the
light of discussion at the public hearing and further
consideration of the Department of Defence Directory, it sees
merit in upgrading their directory of overseas firms to provide
more information in relation to contract values and the firms’
industry. It is their intention to introduce the new publication
as soon as practicable.

2.48 DITAC also advised:

Reflecting the desire shared with the Department of
Defence to make sure industry is well aware of
opportunities under our respective programs, we
have initiated discussions with them on the
possibility of a joint advertising campaign.

2.49 Although the Committee welcomes these proposals it
believes that considerably more can be done in the way of public
disclosure.

2.50 The Committee recommends that:

. Outstanding offsets obligations of individual
companies and the age of such obligations, be
published in the annual report of the Offsets
Program. Information concerning offsets
arrangements and acquittal plans be released
on a periodical basis.

. Future offsets contracts and Partnerships for
Develop t agr exclude clauses
restricting the disclosure of nett offset
obligations.
2,51 Nonetheless, the Committee acknowledges the extent of

support to the Program given by DITAC staff by way of personal
interviews, seminars etc. and commends DITAC for the introduction
of other new initiatives since Report 270 aimed at expanding the
knowledge of local firms to offsets opportunities and establishing
better communications between Australian and overseas companies.
The Australian Technology Magazine, with a current circulation of
approximately 15,000, commenced publication in May/June 1987. The
‘In  Partnership’ newsletter of which 1,100 are distributed to
State Governments, Austrade and industry associations for
dissemination, commenced publication in December 1988.

37. Evidence, p. 624.
38. Evidence, pp. 12, 13, 28.
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Information from Government to Industry

2.52 In Report 270 the Committee recommended that all
organisations subject to the Offsets Program publish forward
procurement plans as early as practicable consistent with their
operating and commercial circumstances. This recommendation
supports the notion that early knowledge of potential
opportunities assist both local firms in preparing and qualifying
for offsets work as well as overseas firms in locating suitable
offsets activities should they be the successful tenderer.

2.53 The Committee of Review on Government High Technology
Purchasing Arrangements, chaired by Sir Brian 1Inglis, also
believed publication of forward plans to be a valuable tocol for
industry, and they recommended preparation and consolidated annual
publication for all Commonwealth agencies of 3 year forward
procurement plans. identifyin requirements for  technology
intensive products and services.

2.54 DAS and DITAC indicated in the Finance Minute that the
development of forward procurement plans was a priority of the
Inglis Report Implementation Task Group which consisted of
officers of their respective departments. But as the Finance
Minute shed 1little further light on the matter other than to
advise that the Task Group commenced operations in June 1988 and
! progress will be regularly monitored by the Departments
involved’, the Committee sought to establish the extent of
advancement on this matter.

2.55 DITAC advised that there had been difficulties in
staffing the Task Group permanently with officers who have
sufficient expertise in the area. With the formation of the
Purchasing Reform Group within the Department of Administrative
Services work on the 1Inglis recommendations is now being
co-ordinated with work on the introduction of purchasing reforms
announced in November 1988.40

2.56 As part of this activity ministerial guidelines are
being preparved for departments on purchasing policies and
practice, including procurement planning for all requirements. A
guideline on procurement planning is scheduled to be issued
emphasising the need for departments to give industry early advice
on their intention.

39. Committee of Review on Government High Technology Purchasing
Arrangements, Report, February 1987, AGPS, Canberra,
pp. 109, 111.

40. Evidence, p. 13.
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2.57 Following the issue of the guideline, DAS and DITAC will

jointly convene discussions with departments and agencies about

consolidating plans on the lines proposed by Inglis and determine
a course of action for consideration by Ministers., It was
optimistically assessed that information ~(which would not be
confined to technology intensive requirements) would be available
for digsemination to industry by 1930,

2.58 At present departments are only required to prepare
strategic plans every three years in Trespect of information
technology and to submit a three year forward procurement plan to
DAS each yeur.‘l In April 1989 DAS advised it was in the process
of compiling a consolidated summary of plans for the three years
1988-89 to 1990-91. Even though by the time of release one~third
would be out of date, DAS considered publication was still a
worthwhile exercise.?Z2 DAS cited the July 1987 Administrative
Arrangements Orders causing amalgamation, reorganisation and
rationalisation of ADP areas asg the reason why no plans had been
published since December 1986.43

2.59 The Committee heard evidence that the 1986 plans were a
welcome and useful tool for local information industries.?4 The
AITA believes that the timely provision of information regaxding
forward procurement programs and strategies of governments and
other public instrumentalities is perhaps one of the most valuable
means of promoting local industry development. The AIIA stated:

Timely information enables local firms to prepare
themselves for. specific projects and, in
particular, develop critical strategic alliances
with other suppliers. The recent process wherein a
number of local firms have become successful prime
contractors in response to tenders involving long
lead times illustrates the benefits that can be
derived.

2.60 DAS has subsequently submitted in October 1989 for the
Committee’s information the first volume of forward procurement
plans for the acquisition of information technology facilities.
The plans are for the years 1989-90 to 1991-92 and the first
volume incorporates plans of Commonwealth departments who
submitted them to DAS by July 1989. These documents are available
to the public from the DAS Purchasing and Sales Group at $500 per
set. Additional volumes will be released as other plans are
received.

41. Bvidence, p. 359.
42, Evidence, p. 377.
43. Evidence, p. 360.
44. Evidence, p. 345.
45. Evidence, p. 325.
46. Evidence, p. S515.
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2.61 Defence publishes annually a Forecast of Minor (under
$10m) Defence Capital Equipment Procurement for a 5 year period,
which is available upon request to local and overseas firms.
Defence signified their intention to produce similar information
for industry on their unapproved majox capital program (with the
necessary caveats) but also anticipated inherent difficulties with
this or with contributing to the annual consolidated forward
procurement plans proposed by DITAC and DAS due to uncertain
timing and the need for Government consideration and approval of
individual items.

2.62 The Committee is quite perplexed at the current
situation. As long age as 1984, the Australian Science and
Technology Council (ASTEC} advised the Prime Minister of the
potential value of publishing forward procurement plans. Despite
persistent entreaties ensuing from subsequent inquiries, it would
appear little has been achieved to date and no priority has been
afforded to addressing the task - a point which has not gone
unnoticed in the private industry sector.4

2.63 The Committee recommends that:
. Efforts be made to ensure that publication and
distribution of consolidated forward

procurement plans for all departments and
agencies subject to the Offsets Program
proceed without delay.

Consultation between Government and Industry

2.64 Regular and formal liaison between Government and
industry is necessary to ensure that the Offsets Program
administrators are aware of, and have a clear understanding of,
the manufacturing and commercial environment upon which the
Program impacts.

47. Evidence, pp. 452, 868.

48. Australian Science and Technology Council, Government Purchasing
and Offsets Policies in Industrial Innovation, AGPS,
Canberra, 1984, p. 39.

4%. Evidence, p. 325.
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2.65 The Committee was advised in November 1986 that the
Offsets Advisory Committee (OAC) which had been established in
1970 to advise the Minister on local industry views of matters
associated with the Offsets Program had gone into recess pending
the outcome of the (Inglis) Committee Review of Offsets.’0 In fact
no meetings have been held since March 1985.51 In Report 270, the
Committee recommended early re-formation of an industry advisory
body similar to the OAC.

2.66 The functions of the Offsets Advisory Committee have now
been combined with those of the State Preferences and Industry
Restructuring Advisory Committee to form a new tripartite
committee called the Government Offsets and Procursment Advisory
Committee (GOPAC). Membership consists of Commonwealth and State
Government representatives and industry representatives. A full
list of GOPAC members is at Attachment 2 of the Finance Minute at
Appendix B.

2.67 Defence, as well as being a member of GOPAC, has its. own
separate Defence Industry Committee of private businessmen,
servicemen and public servants to advise the Minister on matters
relating to industry and its development for defence purposes. The
Defence QOffsets Program is reported on regularly to that
committee.5

2.68 GOPAC'’s role in relation to the Offsets Program is to:
. provide advice on the development and
implementation of government offsets policies;
. develop a uniform Commonwealth-State approach to
offsets policy;
. promote the Offsets Program and review progress;
and

. identify particular industry or product groups
which could be assisted by the Program.53

50. Bvidence, (JCPA Report 270: 1987) p. 391.

51. JCPA, Implementation of the Offsets Program, Report 270,
AGPS, Canberra, 1987, para 2.49.

52, Evidence, p. 572.

53. Evidence, p. 81.
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2.69 Since its first meeting on 4 June 1987, GOPAC has met 2
or 3 times a year. A sub-committee comprising Commonwealth and
State Government GOPAC representatives has been established to
address issues referred to it by GOPAC. There is also a provision
permitting any industry and trade union representatives on GOPAC
to participate on particular matters of interest to them. The
sub-committee has increased its frequency of meeting, convening 5
times over the 12 months to August 1989. In general it meets the
day before a GOPAC meeting and once between GOPAC meetings.

2.70 The AIIA submission expressed fears that domination of
government officials_ would render GOPAC ineffectual from an
industry standpoint. 4 Scepticism was also expressed as to the
value of such committees per se in obtaining an industry point of
view, and criticism raised of GOPAC’s focus on administration
rather than policy.

2.71 Despite this and although the Committee’s preference for
a separate advisory group solely concerned with offsets has not
eventuated, the Committee has no reason to doubt that GOPAC is
functioning effectively and is satisfied that GOPAC provides
an adequate industry consultative mechanism.

Information on Offsets Policies
of Overseas Countries

2.72 DITAC originally furnished very 1little up to date
information regarding offsets policies in comparable countries. At
the Committee’s request, further information on specific aspects
of overseas offsets policies was sought from various overseas
posts. Initially the Committee was presented with voluminous
documents and, as was made clear at a subsequent public hearing,
the documents had not even been properly read by departmental
witnesses.

2.73 Despite overseas trips by various departmental officers
and an interchange program with the Canadian Department of
Industry, the prime witnesses displayed an abysmal lack of
knoweldgg‘of overseas practices, even those pertaining to

Canada.

54. Evidence, p. 326,
58. Evidence, pp. 347-483.
56. Evidence, pp. 271, 838.
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2.74 Prudent administration dictates that those charged with
policy advice ought to be familiar with equivalent industry
policies and practices in comparable and competing countries. To
this end, the Committee considers a comprehensive informative
record should be prepared and made available to all personnel
involved in the administration of offsets policy. Austrade Offices
could assist in providing information and in ensuring that such
information is kept up to date.

2.75 The Committee recommends that:

. The Department of Industry, Technology and
Commerce prepare and maintain a comprehensive
and up to date record of overseas offsets
policies and practices to be distributed to
all personnel involved in the administration
of the Offsets Program..
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Chapter 3
COMPLIANCE

Compliance by Departments and Agencics
to Program Requircments -

Notification Procedures

3.1 Complete and timely notification to the relevant offsets
authority of details of purchases subject to the offsets policy is
a prerequisite to the success of the Program.

3.2 In the case of civil purchases DITAC must rely on the
co-operation and diligence of purchasing authorities to ensure
that they are apprised of any purchases (or potential purchases)
which are (or may be) subject to offsets., Defence is responsible
for most of its own purchasing. Therefore, the problem does not
arise in relation to Defence offsets as there is no third party
involved.

3.3 The requirement for departments and agencies subject to
the Audit Act to gazette invitations to tender and contracts
arranged, provides DITAC with a means of identifying many
purchases subject to offsets, and to check that those purchasing
authorities are in fact supplying advice to DITAC of Requests for
Tender where contracts are expected to exceed the offsets
threshold, as well as seeking offsets clearance before entering
into contracts.

3.4 In Report 270, the Committee found that provision of
advice from purchasing authorities was not satisfactory and that
reporting mechanisms such as Gazette notification could not be
relied upon. Furthermore, DITAC, in an attempt to counteract
problems such as the lack of a central scurce of information on
Government purchases and the low priority accorded by purchasing
authorities to maintaining up to date records able to be provided
to DITAC, was relying to a large extent on information provided by
overseas suppliers who, as a condition of gaining Pre-Qualified
Offsets Supplier Status (PQOS), must regularly advise DITAC of
their sales to the Commonwealth.l In view of this, the Committee

1. Evidence (JCPA Report 270: 1987), p. 103.
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recommended that the Department of Administrative Services (DAS)
and DITAC ascertain the extent of compliance by purchasing
authorities with the existing procedures and that they strengthen
those procedures.

3.5 Whilst DITAC accepted the Committee’s recommendation
concerning more rigorous reporting procedures, it repoxted in the
Finance Minute that it considered compliance to be generally
satisfactory. Promotion of the Australian Civil Offsets Program
had contributed to improvement in this area and, it was claimed,
the broad application of PQOS and Partnerships. for Development
Agreements, particularly in the information technology area, would
make a significant contribution to overcoming the problems
associated with data capture. Signatories to Partnership
Agreements are exempt from the requirements of the Offsets. Program
but are required to furnish the Offsets Authority annually with a
written statement of their sales to Purchasing Authorities.

3.6 An important factor in DITAC’s satisfactory impression
of the current situation seemed to be the Bureau of Industry
Economics report "Monitoring of the Offsets Program®" dated June
1987, which did not, as DITAC points out in the Finance Minute,
identify any major areas of non-compliance. The Committee noted,
however, that the Bureau did not undertake a detailed examination
of the notification procedures because changes te the notification
procedures were recent and appeared to be effective, The Bureau in
conducting its review relied largely on discussions with DAS (then
DOLGAS) and DITAC staff, and some examination of its files and
database output. The Bureau observed that the diligence of
purchasing authorities to report Requests for Tender and contracts
varied considerably, and recommended that DITAC and DAS examine
and implement. further methods to improve the reporting of
purchases.>

3.7 The Inglis Committee found in 1984 that there was no
reliable system requiring all Government purchasing agencies to
report details of their intended purchases to facilitate
implementation of the Offsets Program and recommended the
establishment of a reliable reporting system to ensure that all
purchases likely to be subject to offsets are reported to the
offsets authority in sufficient time to implement offsets
procedures.

2. Finance Minute on Report 270 para 45. See Appendix B.

3. Finance Minute on Report 270 para $7. See Appendix B.

4. Department of Industry, Technology and Commerce Australian
Civil Offsets Program, Annual Report 1987-88, AGPS,
Canberra, 1989, p. 99.

5. Bureau of Industry Economics, Monitoring of the Offsets Program,
pp. 2, 17, 34, 36.

6. Report of the Committee of Review on Offsets, December 1989,
AGPS, Canberra pp. 161, 163.
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3.8 The Committee recommended that a Ministerial direction
be given to all Government purchasing authorities that they
provide a return each financial year to the Offsets Secretariat
detailing their overseas purchases, That recommendation was
accepted by the Government and in addition, copies of all Requests
for Tender for civil purchases expected to exceed offsets
thresholds were to be provided to DITAC.7 No directive has ever
been issued.

3.9 When queried as to the reason for this, DITAC advised
that the redrafted Chapter 9 of the Commonwealth Purchasing Manual
provides explicit instructions that purchasing authorities notify
the offsets authority of anticipated purchases from overseas
suppliers or where overseas suppliers are short-listed. DITAC
considered that such measures would be more effective than
requiring purchasing authorities to provide a return each
financial year.

3.10 The Committee notes that not all organisations subject
to the offsets policy are obligated to comply with the
requirements of the Commonwealth Purchasing Manual and that the
manual itself is essentially an advisory rather than prescriptive
document.. 3

3.11 New Procurement Guidelines issued by the Minister for
Administrative Services under Finance Regulation 42 became
effective from 1 November 1989. As these guidelines are issued
under Audit Act Regulations, they have legal status to the extent
that purchasing officers must have regard to them or have a good
reason to depart therefrom. Procurement Guidelines issued to date
do not refer to the matter of offsets notification but the
Committee understands that the matter is currently the subject of
discussions between DAS and DITAC.

3.12 DITAC witnesses told the Committee that they were aware
that Gazettal requirements were not uniformly complied with and
that there is a “very patchy response rate from departments® in
respect of adherence to notification procedures prescribed in the
Commonwealth Purchasing Manual. However, although DITAC stated
that a prima facie examination of purchases across departments
suggested that some departments are not reporting all their
purchases, they were unable to identify any specific
departments, 10

7. Department of Industry, Technology and Commerce and Department
of Defence, Australjan Government Offsets Program,
Guidelines for Participants, March 1986, AGPS, Canberra,
p. 38.

8. Evidence, p. 15.

9. Evidence, pp. 382-3,

10. Evidence, pp. 675, 678-9.
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3.13 The Committee can only deduce from this that DITAC can
neither be certain that it is applying the offsets policy on a
consistent basis to overseas suppliers, nor certain that it is
receiving the optimum benefits resulting from the application of
that policy.

3.14 DITAC believes that seeking information directly from
suppliers will provide more reliable information on sales to
government than relying on notification of_  purchases by all
government purchasing departments and agencies.ll However DITAC
has indicated that it is now looking at the area of purchase
notification to see what can be done. Consideration has been
given to such measureg as automatic links to Gazette information
and asset registers. However, the Committee is concerned that
neither of these avenues will necessarily provide DITAC with
complete and timely information.

3.15 The Committee noted the comment of the Bureau of
Industry Economics in its report on the Commonwealth Purchasing
Preference Margin:

... based on the information available to the BIE,
it is clear that less than half of total purchases
are reported in the Gazette.l3

3.16 DAS advised that although a general review of the
Gazette was undertaken as part of the work which led to the
announcement of the recent purchasing reforms, it did not focus
specifically on compliance with the requirement to advertise
tenders and notify contracts.

3.17 DAS considered it prudent and sensible for DITAC to be
seeking information from offsets obligors. In fact they will be
utilising the same mechanism in collecting data in relation to
period contracts in order to combat the problem, for bhoth State
and Commonwealth purchasing organisations, of assessing the extent
of ordering on common use purchasing arrangements. DAS stated:

«+. this is not only feasible but. also consistent
with practices in the private sector to the extent
that major common use contractors are not concerned
either about being asked to provide this
information or about having the systems that will
enable them to provide it routinely.l

11. Evidence, p. 15.

12. Evidence, pp. 679-682, 807.

13. Bureau of Industry Economics, The Commonwealth Purchasing
Preference Margin as an Industry Development Mechanism,
Program Evaluation Report 6, AGPS, Canberra, 1988, p. 6.

14. Evidence, p. 380.
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3.18 DAS are now collecting information on orders placed
against period contracts both from suppliers and ordering
departments and authorities, allowing double checking to verify
the quality of the information provided to them. However, it is to
be noted that contract or order value is the extent of DAS
information requirements - compared to DITAC which _also seeks
knowledge of the imported value in any purchases.l5 pAS has
discussed the issues with DITAC but conceded that it had not made
any recommendations to strengthen procedures relating to data
collection.lb

3.19 Whilst endorsing the practice of verification from
external sources, the Committee considers that it is preposterous
for the government to rely on overseas companies to maintain
systems that will efficiently collate complete and accurate
information about their sales to the government. It seems almost
absurd that responsibility for such information is being placed,
on pain of penalty, with overseas suppliers, because the
Commonwealth is unable to maintain comprehensive and accurate
records.

3.20 The Committee is perturbed to find that the
unsatisfactory state of affairs regarding gazettals and purchase
notification persists despite the fact that it has been brought to
the attention of Ministers and Government not once, but several
times over the last few years in:

. Report of the Auditor-General on Efficiency Audits,
Administration of the Offsets Policy, 1984
(pp. 14-16);

. Report of the Committee of Review on Offsets, 1984
(p. 161);
. Implementation of the Offsets Program, JCPA

Report 270, 1987;

. Monitoring of the Offsets Program, Bureau of
Industry Economics, 1987 (p. 33);

Committee of Review on Government of High
Technology Purchasing Arrangements, 1987 (p. 24);
and

. The Commonwealth Purchasing Preference Margin as an
Industry Development Mechanism, Bureau of Industry
Economics, 1988 (p. 6).

3.21 Until this situation is rectified, costly review and
investigation resources will continue to be expended in covering
the same old ground. In the opinion of the Committee, DITAC has

15. Evidence, pp. 379-381.
16. Evidence, p. 396.
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been remiss in carrying out its responsibilities under the Offsets.
Program in not ensuring that proper and reliable notification
procedures are in place.

3.22 As a result of a recommendation of the Inglis Committee,
the Auditor-General has agreed, resources and priorities
permitting, to keep in mind the Inglis Committee‘s recommendation
to pay particular attention to the legal requirement of
Commonwealth agencies to publish details of their purchases in the
Commonwealth Purchasing and Disposals Gazette.l However,
compliance with Finance Regulations and Directions is clearly a
responsibility of Departmental Secretaries. Failure to comply with
Finance Regulations and Directions is no less than a breach of the
law. However, it is the consequences of that breach that disturb
the Committee. It is crucial that complete information on all
Government overseas-sourced purchases be provided to DITAC if full
advantage is to be taken of the offsets policy and if that policy
is to be implemented on a uniform and unbiased basis.

3.23 The Committee is convinced that the only method of
ensuring that all information concerning overseas-sourced goods
required by DITAC to properly implement the Offsets Program, is
for all the relevant purchasing authorities to provide DITAC with
such information on a regular basis. Moreover, the only way in
which purchasing authorities subject to the Offsets Program can be
coerced into providing such information, is by way of a
ministerial directive.

3.24 The Committee recommends that:

. Notification procedures in respect of
purchases anticipated to be subject to
offaets, be incorporated into Procurement
Guidelines at an early date.

. A Ministerial directive be issued to all
purchasing authorities subject to the Offsets
Program, stipulating provision of quarterly
returns to the Department of Industry,
Technology and Commerce detailing all
purchases, leases and hire arrangements in
respect of overseas sourced goods or services,
and the imported component thereof.

17. Committee of Review on Government High Technology Purchasing
Arrangements, Report, February 1987, AGPS, Canberra, p.26.
See also Evidence, pp. 361-2.
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3.25 The offsets obligation for firms with PQOS status is
established on a quarterly basis. The Committee therefore
believes that xeturns should also be required from purchasing
authorities on a quarterly basis.

3.26 Purchasing informatlon is fundamental for various types
of policy decision making. In addition, publication thereof, by
allowing public scrutiny, is an important factor in encouraging
probity in government purchasing practices.

3.27 The Committee reaffirms its recommendation in its
Report 304 that Departmental annual reports incorporate details on
instances where gazettal requirements were not met, the reasons
for such failures and the remedial action proposed or taken.

Accumulated Orders

3.28 Program requirements specify that an offsets obligation
also arises where the cumulative orders placed on an overseas
supplier by organisations subject to the policy in a single
financial year exceeds $2.5m and the imported content exceeds 30
per cent of this price. The Committee has recognised that this
requirement places a considerable administrative burden on the
offsets authorities, especially DITAC, in their endeavours to
administer the policy on a consistent basis. This problem has been
exacerbated now that purchases by State and Commonwealth
organisations are aggregated under the Australian Civil Offsets
Program.

3.29 The §$2.5m threshold was established in 1986 as a
consequence of the Inglis Committee of Review. That Committee
recommended a rise in the threshold from $lm to $5m. The
Government decided instead to raise the level to $2.5m but
directed that this be reviewed after two years.l? DITAC has now
advised that a review was initiated and discussions undertaken
with State Offsets Authorities, Defence, DAS, GOPAC and the
Standing Interdepartmental Committee on Offsets, and indicated
that the Minister would be advised of GOPAC’g conclusion that no
change is necessary or desirable at this time.2

3.30 The Finance Minute reveals that the cost-effectiveness
of applying offsets to accumulated orders has not been assessed as
recommended by the Committee.

18. Department of Industry, Technology and Commerce and Department
of Defence, Australian Civil Offsets Program, Guidelines for
Pariticipants, March 1988, AGPS, Canberra para 2.4.

19. Department of Industry, Technology and Commerce and Department of
Defence, Australian Government Offsets Program, Guidelines
for Participants, March 1986, AGPS, Canberra p. 37.

20. Evidence, pp. 19, 634.
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3.31 The main advantage of the accumulated orders provision
is the minimisation of order splitting as a way of avoiding
offsets requirements. DITAC also believes that the provision
provides an improved negotiating position with regard to major
suppliers and a larger pool of offsets against which to seek
worthwhile. offsets activities. However, DITAC's expectation that
additional obligations captured would exceed $30m - $50m per year
appears to be rather doubtful.2l DITAC indicated in the 1587-88
Annual Report on the Australian Civil Offsets Program published in
May 1989, that in 1987-88 only $14.54m of additional offsets
obligations arising from accumulated small orders have been
identified. However, the Department does point out that although
NOMIS (National Offsets Management Information Systems) includes
provision to enable details of accumulated small orders to be
monitored, at this stage of the development of the database not
all accumulated small orders are adequately identified, thus the
actual total may be considerablg more and as yet the figure does
not included State procurement.2

3.32 The delay in identifying these obligations highlights
the Committee’s concern as to the legality of imposing offsets
obligations retrospectively. DITAC believes, however, that the
matter of legality does not arise and suggests that the
Government’s acceptance of the Inglis Committee recommendation
concerning accumulated orders constitutes adequate authority.

3.33 The Committee is concerned that overseas suppliers
receive adequate prior notice of the Program requirements. DAS
advised that inclusion in Requests for Tenders of clauses
notifying the requirement to arrange offsets is a matter of
judgement but that it wusually errs on the conservative side in
case the contract will exceed the threshold. DITAC witnesses
explained that it is up to DITAC to be alerted to accumulated
orders exceeding the threshold and to raise the matter with the
company concerned. A DITAC witness stated:

... our position at that point in time is that this
iz a commonly known policy. It is something which
has been publicised in various ways and they should
be aware of it when dealing with government. But we
have admittedly’ at that point in time lost the
leverage of being able to block that purchase ...

3.34 The level of the offsets threshold has little bearing on
the administrative burden necessary to assess the existence or
otherwise of offsets obligations arising from purchases from
overseas suppliers, and in view of the poor compliance with
21. Finance Minute on Report 270, paras 63-4. See Appendix B. .
22. Department of Industry, Technology and Commerce Australian Civil
Offsets Program, Annual Report 1987-88, AGPS, Canberra, 1988
p. 78.
23, Finance Minute on Report 270, para 62. See Appendix B.
24. Evidence, p. 764.
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notification procedures noted earlier in this chapter, it is
unlikely that any threshold could be assured of consistent
application.

3.35 The process of accumulating orders is simplified in the
case of Defence as most purchasing is done in~house, even so, they
have commented to the Committee on the difficulty of the task.25

3.36 In the Committee’s view the position is far from
satisfactory. The uncertainty as to whether supplies will be
subject to offsets and the administrative burden necessary to
carry out the policy should be assessed against the advantages of
maintaining the policy.

3.37 The Committee recommends that:

. Offsets authorities investigate means whereby
all overseas suppliers are formally placed on
notice of their potential offsets obligation
prior to incurring such an obligation.

B The cost effectiveness of applying offsets to
accumulated orders be assessed by the
Depar s of Industry, Technology and

Commerce and Defence, and the results of that
assessment be reported in the Pinance Minute.
Compliance by Overseas Companies -
Outstanding Obligations
3.38 Success in achieving any benefits under the offsets

policy is largely dependent, in the first instance, upon overseas
suppliers fulfilling assessed offsets obligations.

3.39 During the previous Inquiry, offsets authorities
provided the following information:

DITAC Defence
(1970-1986) {1980-1986)
Sm $m
Offsets completed 641 375
Outstanding obligations 574 910
Offsets commitments 1215 1285

25. Evidence, p. 955.

26. JCPA, Implementation of the Offsets Program, Report 270, 1987,
AGPS, Canberra, para 1.10.
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3.40 During the Inquiry, Defence provided the statistics (as
at 21 June 1989) set out in Table 3.1. The Committee was curious
as to why these fiqures differed from those reported elsewhere.
For instance, the Table records $29.59m offsets obligations
arising during 1987/88 while the Defence Report records $25.2m new
obligations were secured during 1987-88. In December, in answer
to a question in the House of Representatives, the Minister quoted
a figure of $32.00lm for the same period.

3.41 Defence  indicated that there were basically three
reasons why amendments were made to obligation figures -~
amendments to original contracts which affect the offsets
requirement, amendments to proposals due to factors such as
altered economic conditions, and arithmetic errors resulting, for
example, from inputting incorrect exchange rates into the
database.2

3.42 In Report 270 the Committee expressed concern that
Defence had no record of offsets obligations entered into prior to
1980 and asked that Defence report in the Finance Minute on any
method developed to allow scrutiny of those figures. The Defence
database now contains information in relation to all contracts
since 1970.30 The Finance Minute refers to research leading
Defence to believe that there are no significant outstanding
obligations for that period. Although the Committee had some
difficulty in establishing the nature of that research, Defence
advised in May 1989 that contracts and orders placed were reviewed
to assess obligations and achievements. Defence advised:

... there is not a reseaxrch report as such. There
is a serijes of obligations and acquittals into our
database.

3.43 However, further information was subsequently provided
which shows that based on research undertaken in July 1987 on the
Department of Productivity’s quarterly report dated 31 December
1980 and examination of the Industry Involvement and Offsets (IIO)
database for this period, that only $460m of contracts had not
been included in the IIO0 database. These contracts gave rise_to
$128m of offsets obligations of which $117m had been achieved.

27. Department of Defence, Defence Report 1387/88, AGPS, Canberra,
1988, p. 32.

28. Hansard, House of Representatives, 21 December 1988, p. 3909.

29. Evidence, pp. 950-4.

30. Evidence, p. 550.

31. Evidence pp. 458, 544-5.

32. JCPA file, 1987/9 Part B(4).
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Table 3.1 - SUMMARY OF AIP/CFFSETS IN NEW DEFENCE CAPITAL EQUIPMENT CONTRACTS
OVER THE PERIOD 1970 TO END JUNE 1988

Period Contract AIP/Offsets AID/Offsets Outstanding

Value Obligation Achievement. AIP/Offsets
m $m Sm m
{Note 3)

1970-80 917.25 256,27 178.44 77.83

1980-81 193.24 32.92 36.65 -3.73

1981-82 1,767.67 575.11 259.44 315.67

1982-83 136.23 43,23 51.58 -8.35

1983-84 122.49 52,21 33.95 18.26

1984-85 94,53 27.47 31,87 -4,40

1985-86 324,76 155.15 48.53 106.62

(to 31 Dec 85)

AP

Sub Total 3,556.17 1,142.36 640.46 501.90

Period Contract Offsets Offsets Qutstanding
Value Obligation Achievement Offsets

k) sm Sm L

1985-86 60044 184.24 30.25 153.99

(frem 1 Jan 86)

1986-87 3,412.91 221.44 33.98 181.46

1987-88 674,10 29.59% (Note 5) 29.59

(Note 4)

ATl

Sub Total 4,687.45 435.27 70.23 365.04

GRAND

TOTAL 8,243.62 1,577.63 710.69 866.94

Source: Evidence, p. 846.

Note: 1. Figures prior to 1 Jan 1986 relate to obligations/achievements under

the AIP program.

2. Offsets ocbligations are secured against imported content of contracts
only.

3. In same cases achievement exceeds abligation for individual
contracts.

4. Obligation for 1987-88 has been updated since the 1987-88 Annual
Report.

5. This value is not yet available.
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3.44 In attempting to assess the collectibility of the
current outstanding offsets obligation, Defence  advised
information contained in the database indicates that approximately
$160m of the outstanding obligations are subject to best
endeavours and were all in respect of contracts awarded in the
periced prior to January 1986. All outstanding obligations
including those where the supplier has refused to accept an
obligation are not written off and are maintained on the database.
Attempts to secure these obligations are made when the supplier
tenders for a new contract. However, it is expected that
approximately $100m of obligations will not be collected as future
operations of the company concerned are in doubt and additional
purchases from that company are not foreseen.

3.45 DITAC has advised that as at 30 June 1988, total civil
obligations were estimated at $1.75 billion. Achievements
undertaken to discharge these obligations totalled $1.58 billion
leaving an amount. of $0.17 billion obligations outstanding. The
achievements figure includes an amount of $0.26 billion either
accumulated in advance of expected obligations or surplus to
amounts required  for discharging obligations, while the
obligations figure excludes an estimated $0.6 billion of
obligations implicit on orders placed on overseas suppliers
against which deliveries had still to be made at 30 June 198834
It is to be noted that these figures also exclude frozen offsets
balance in respect of Partnerships for Development.

3.46 The Committee sought details of the Department’s
progress in correcting and updating offsets records. In
November 1988 the offsets information system, COMARS, was replaced
by NOMIS in an effort to address shortcomings regarding recording,
monitoring and reporting of offsets obligations that have been
identified during various program reviews. DITAC advised that
records of 34 companies or 28 per cent of overseas suppliers are
still to have offsets positions reconciled. The offsets status of
these unreconciled firms is as follows:

Aerospace Information Engineering Total

Technology
Total unreconciled
credit positions +34m +$3.4m - +$7.4m
Total unreconciled
debit positions ~$34.9m ~$55,9m -$25.3m -$116.1m
Total unreconciled -$30.9m ~$52.5m -$25.3m -$108.7m

Sources: Evidence, p. 639.

33. Evidence, p. 5420.
34. Evidence, p. 637.
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3.47 DITAC points out that the amount of $108.7m is only 5.6%
of the total obligations under the Program and is made up of three
firms which account for 81% of the total unreconciled amount, and
a number of smaller volume suppliers. Further reconciliations will
be undertaken as resources permit3d,

3.48 DITAC estimated in 1986 that $35m of the obligation
outstanding was considered to be unenforceable - $27m of
obligations subject to old unenforceable agreements which the
company refused to honour and $8m incurred by companies gone out
of business.

3.49 The Committee requested an update of these figures and
action taken in respect of those debts, together with a breakdown
of outstanding obligations by year to which they relate. DITAC
advised that there have been no further cases of this kind, and
the company concerned with the $27m has not won any further
Commonwealth business but has been advised that no further_offsets
clearances will be provided until the matter is resolved.

3.50 DITAC was not able to provide the Committee with a
dissection of the total outstanding obligation by year. DITAC
explained that computer programs were developed to transfer the
records from the old database into the format of the new database
but certain records of approved offsets work programs, orders and
achievements could not be transferred against the particular
obligations to which they related because of the method of
recording used in the old database. As a result, these records
were transferred as a group for each supplier without
identification against the individual obligations of the supplier.
In these cases, a wide variety of manual record systems from
earlier offsets administrations need to be referenced in order to
clearly establish the relations between some achievements and the
respective obligations.38 The Department also commented that even
if this major task were undertaken there would be difficulties in
presenting information relating to the 25 PQOS companies as
achievements performed under long term work plans are independent
of individual obligations.

35. BEvidence, p. 639.

36. Evidence (JCPA Report 270: 1987), p. 387.
37. Evidence, p. 637. )
38. Evidence, p. S$236.

39. Evidence, p. 638,
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3.51 However, the following Table was provided showing the
progressive carry-over of unfulfilled obligations at the end of
the last four financial years:

Table 3.2 Progressive carry-over of unfulfilled obligations:
1984-85 to 1987-88

1984-85 1985-86 1986-87 1987-88
$ $ $

New Obligations 231lm 155m 450m 242m
Progressive total 903m 1.06b 1.51b 1.75b
(c/f $672m)
New achievements 85m 33lm 380m 345m
Progressive total 524m 855m 1.24b 1.58b
(e¢/f $439m)
Incomplete
Obligations 379m 203m 273n 170m
(progressive)

Source: Evidence, p. 237.

3.52 DITAC has concluded these figures indicate that op
average the life of an obligation is about two to three years.
The Committee is, however, not so confident that such an
conclusion can be made as the figures do not show when the $260m
accumulated in advance or surplus to requirements was achieved.

3.53 The Committee believes that it is of paramount
importance for the purpose of sound administration to be able to
readily identify the length of time offsets obligations have been
outstanding. It is a normal business practice that any program
administrator receive reqular reports to enable monitoring of
outstanding matters, whether it be orders, correspondence, or
debts etc in order that decisions can be made as to whether
appropriate action needs to be taken. ‘Ageing’ of offsets
obligations is also an important factor in general program
assessment.,

40. Evidence, p. 237.
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3.54 The Committee recommends that:

. The Department of Industry, Technology and
Commerce proceed with reconciliations of
offsets status with overseas suppliers, as a
matter of priority.

. Urgent action be taken by the Department of
Industry, Technology and Commerce to
facilitate the regular production of
statistics of ‘aged’ offsets obligations
outstanding.

. The annual report on the Offsets Program

incorporate details of total outstanding
offsets obligations by year to which those
outstanding obligations relate.

Achievement of Targets under
Partnerships for Development

3.55 Considerable criticism has been directed at the
Partnerships for Development Program, a common concern being that
the scheme is simply a method of assisting overseas companies in
avoiding their offsets obligations. Based on information provided
by DITAC, the Committee found that there was no substance to this
claim. At the date of signing, the aggregate position of the first
14 partners was a net offsets credit of $121m. This was comprised
of six partners with a ail offsets balance, four with a credit
offsets status totalling $122m and four with debits totalling
$lm.

3.56 Based on information made public, assessment of the
performance of individual companies is difficult to make as
figures disclosed are lumped together. It has been stated that
annual targets would not be regarded as fixed commitments but
rather as being indicative of expected progress towards the end of
Program targets and therefore some flexibility is necessary in
assessing annual performance. After the review of the first four
companies it was claimed that targets for the four companies
overall had been exceeded but noted that some (unnamed) companies
were below expectations.4

41. Evidence, p. 25.

42, Minister for Industry, Technology and Commerce,
Senator the Hon. John Button, News Release 1/89,
15 January 1989.
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3.57 In June 1989, the Committee was advised that the nine
partners reviewed to date had sales to Government of the order of
$665m with an estimated offsets obligation of $100m, which would
have been worked off over two to three years. During the review
period, the nine partners recorded R&D of $60m and exports of
$169m. DITAC advised that even without the three times multiplier
which would have applied to the R&D under the Offsets Program, the
achievements under the Partnerships Program would more than have
discharged their offsets obligations.

3.58 Details regarding those ‘underperforming’ companies were
not made public, and the Committee did not seek to follow up this
matter during its inquiry. The Committee will follow with interast
disclosure of further details regarding performance of partners in
meeting targets.

3.59 The Committee, however, was deeply disturbed at the
circumstances surrounding the assessment of partner’s
achievements. The publicity documentation on the Partnerships
Program states quite clearly:

To ensure that satisfactory progress is being made
towards achieving the R&D and export commitments, a
review is undertaken with each of the Partners each
year. The review audits their performance in
meeting the current year R&D and export targets and
examines and sets in more detail the anticipated
future project schedule activities.

The agreements require that Partners maintain
sufficient records of R&D, export and import
activities to permit the annual auditing of such
activities by representatives of the Commonwealth
nominated for this purpose ...

The auditors would be required to verify the
Partner’s annual Australian turnover and imports
for the period under review. In addition the
claimed achievements in respect of R&D and exports
would be subject to the audit process. Verification
will be sought for each R&D and export activity
claimed, whether in-house or undertaken in
collaboration with third parties. Claimed sales to
Government will also be checked.

43. Evidence, p. 641.

44. Senator the Hon, John Button, Ministerial Statement on the
Partnerships for Development Program, 27 September 1988,
Canberra, p. 1ll.
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3.60 The operation of the annual review and audit provisions
were intended to minimise the potential for abuse, the
relationship of turnover to R&D and imports to exports, to
minimise creative accounting and other activities contrary to the
spirit of the Program. The Committee was somewhat taken aback
therefore when, upon requesting a copy of the audit report on the
first four reviews, it was informed that there was no such
document..

3.61 It was established that the Department had itself
undertaken the reviews of partners as their 12 month review
periods came up, and formal audits are to be undertaken at a
later stage. The reviews involved analysis of firms’ statements
by departmental officers and meetings with the Partners to seek
additional substantiation. DITAC has also received an audited
statement from corporate auditors of one company and is expecting
another.

3.62 DITAC has advised that it has resiled from its original
intention to utilise accepted company auditors. A contract was
let with Price Waterhouse to undertake pilot audits on three
companies to establish general audit requirements and procedures
after which it is intended that the audits will be put out for
public tender. The Department estimates that independent audits
of aié partnerships for development will be completed by June
1990.

3.63 The Committee considers it imperative that proper
independent audits be undertaken of all companies participating
in the Partnerships for Development Program, particularly as it
is noted that the July 1989 press release covering the review of
the first nine partners discloses two revisions to figures
released in January after the review of the first four companies.
The percentage of R&D undertaken in conjunction with thixd
parties was amended due to a typographical error by the
Department. In addition, the July figures include:

... an adjustment to take account of mistaken
reporting by one of the partners which was picked
up by the Program’s verification procedures. The
mistaken reporting was K6 the <result of a
misunderstanding on how exports should be reported.
A partner had included in its figures the total
overseas sales revenue it earned from an Australian
product rather than the actual flow of xevenue back
to Australia. The company’s partnership agreement
was based on the same misunderstanding and as a
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consequence is being revised accordingly. This will
result in the Program’s aggregate forecast export
achievements in 1994 Dbeing reduced by some
$35 million.

3.64 The Committee recommends that:

- Actjon be taken to ensure that independent
audits of partnership activities of all
participating companies be undertaken prior to
30 June 1990 and that subsequent audits be
undertaken promptly upon compietion of review

periods.
. Summaries of all such audit reports be
published in the annual report on the Offsets
Program.
Penalties
3.65 The 1986 Guidelines for Participants in the Offsets

Program, under which Defence still operates, disclose the
following policy in relation to the enforcement of offsets
obligations:

Where an overseas supplier does not discharge
its offsets obligations in the agreed time or
at the agreed rate, consideration will be
given tot

(i) implementation of penalty clauses in the
contract or Deed Agreement between the
Commonwealth and the overseas supplier;

(ii) withholding an offsets clearance for
future purchases unless satisfactory
alternative offsets proposal is received
to acquit the outstanding obligations;

(iii) the retention of further payments
against the contract pending discharge
of the outstanding offsets obligation;
and

46. Senator the Hon. John Button, Minister for Industry, Technology
and Commerce, News Release B89/89, Editor’s Note, 5 July 1989,
p. 4.
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(iv) the delinquency of the overseas supplier
being made public by Ministers.

3.66 At the previous Inquiry, DITAC, relying on advice from
the Attorney-General's Department that liquidated damages and
penalty clauses were not considered enforceable, did not include
any form of penalty clause in its documents. In an attempt to get
around the legal complexities, Defence introduced new clauses
into its contracts obligating the supplier to specific
arrangements. These compared milestone achievement with
under-achievements resulting in an adjustment to the total
obligation at the end of the contract.

3.67 Whilst accepting that other measures may be effective
in ensuring fulfilment of offsets obligations, the Committee
concluded in Report 270 that the reference in the Guidelines to
penalty clauses indicated that the Government’s policy is to have
a fall-back position if other measures fail. A re-examination of
the matter with the Attorney-General’s Department was suggested,
and inclusion of penalty clauses in all contracts and deeds of
agreement recommended.

3.68 The Committee was therefore somewhat surprised to note
that in the Guidelines for Participants in the Australian Civil
Offsets Program effective from March 1988 relevant enforcement
measures are confined to the following:

Where an overseas supplier does not discharge
its offsets obligations in the agreed time or
at the agreed rate, action may be taken to:

(1) withhold an offsets clearance for future
purchases unless a satisfactory
alternative offsets proposal is received
to acquit the outstanding obligation; and

(ii) have Commonwealth and State Ministerxs
publicise the delinquency of the overseas
supplier.

3.69 It was clear from the Finance Minute that DITAC had not
pursued the matter of legal enforceability with the
Attorney-General’s Department. Legal advice provided by the
Attorney-General’s Department in 1984 indicated that although it
may be posgsible to construct an argument based upon a loss of
47. Department of Industry, Technology and Commerce and Department
of Defence, Australian Government Offsets Program,
Guidelines for Participants, March 1986, AGPS, Canberra,
para. 5.9.
48. Department of Industry, Technology and Commerce, Australian

Civil Qffsets Proqram, Guidelines for Participants,
March 1988, AGPS, Canberra, para 2.7.
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defence preparedness in the Australian manufacturing industry in
order to obtain damages in relation to Defence offsets, it may be
difficult to prove an actual loss and thus uphold a claim for
damages in the case of civil offsets. As DITAC chose to accept
that opinion, it considered retention of the provision in the
revised civil guidelines was not appropriate. DITAC considers the
two remaining grovisions to be sufficient to ensure a high degree
of compliance.%9

3.70 DITAC believes that the introduction of the PQOS scheme
and Partnerships for Development has reduced the necessity for
legal enforceability and will assist in minimising
non~compliance.59 Twenty-three per cent of offsets achievements
are covered by PQOS arrangements and it is expected that this
will increase to 50% in 1988-89.51 DITAC seeks to more effectivel
secure offsets obligations by requiring more detailed offsets
proposals. DITAC advised:

This approach allows the offsets obligations of the
supplier to be better defined and ensures that more
detail in regard to Australian beneficiaries,
activities to be undertaken and achievement
milestones are able to be included in the
agreement.5

3.71 Recent Defence Deeds of Agreement include provision for
liquidated damages by way of compensation to the Commonwealth and
not as a penalty. Under-achievement at checkpoints increases the
obligation at subsequent checkpoints, and increases the total
obligation by an amount equal to a predetermined percentage of
the shortfall at the checkpoint. If the total offsets obligation
(as amended from time to time) is not discharged by the end of
the agreed timetable, the company must pay to the Commonwealth an
amount equal to a predetermined percentage of the amount by which
it failed to discharge the offsets obligation.

3.72 Of the 83 contracts containing requirements for offsets
placed by Defence in the period 1 January 1986 to 30 June 1989,
78 (approximately 94%) include liquidated damages provisions
covering the performance of offsets obligations. The total value
of these 83 contracts is $4,118m and the value of those
containing liquidated damages is $3,450m (approximately 84%).54

49. Evidence, p. 20.

50. Finance Minute on Report 270, paras 112, 113. See Appendix B.
S1. Evidence, p. 636.

52. Finance Minute on Report 270, para 114. See Appendix B.

53. Evidence, p. 458. -

54. Evidence, p. S364.
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3.73 Defence advised that to date some of the smaller
contracts do not incorporate offsets obligations but they
probably will in future. A Defence witness said:

It has not been felt worthwhile but we have had
some recent examples where companies have fairly
blatantly traded on the absence of such clauses and
it is likely that we will now go to the extra
administrative expense of putting them in the
smaller contracts as well.55

3.74 In October 1988, the Australian Government Solicitor
advised Defence that the legal effect is the same whether
offsets obligations are contained in a purchase contract or a
separate deed, but that the separate deed has the advantage of
enabling the offsets arrangements to be settled prior to the
finalisation of the purchase contract,96 Although befence has
never had cause to test the liquidated damages clauses, it
believes them to be enforceable,

3.75 In view of the case of a clear delinquency noted at
paragraph 3.49, the Committee sought an explanation as to why
that company had not been named in public, DITAC advised that
before a delinguency can be made public, it must be conclusively
demonstrated that the corporation involved is in breach of the
offsets agreement. In this case, the wording of the agreement is
ambiguous to the extent that grounds for further action are
doubtful, As the agreement was negotiated in 1980 after the
purchase was finalised and little leverage was available, it was
necessary to accept a ‘best efforts’ clause in the agreement.

3.76 In canvassing the question of what would constitute a
publishable delinquency, DITAC advised that it is not a simple
mattex of rate of discharge, time and value although these
factors would be a consideration. A serious shortfall in
obligation fulfilment accompanied by an unsatisfactory response
to the Department’s efforts to arrive at some alternative
arrangements, or failure to comply with new agreements, would
result in consideration being given to publicising the
delinquency. Additional factors which would then be considered

55. Evidence, p. 948,
56. Evidence, pp. S417-8.
57. Evidence, p. 561,
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would include the ‘watertightness’ of the agreement, the
implications for the purchasing authority should the offending
company take counter action (such as withdrawing from the market
place which could result in interrupting supply of the company’s
products for a time), and the likely official reaction by the
Government of the corporation‘s home country.

3.77 It is suggested that the threat of public disclosure of
delinquent overseas suppliers has little impact as an enforcement
measure unless such a threat is taken seriously. The guickest way
of convincing overseas companies that the offsets authorities
mean business, is to carry out the threat. To date there appears
to have been only one case of a supplier being named. In April
1987 the Minister for Defence in a news release stated that

General Dynamics, currently the sole supplier of
certain Standard missile systems to the Defence
Force, has consistently refused to honour offsets
obligations in Australia against Foreign Military
Sales purchases.5?

3.78 However, the amount of the company‘s outstanding
obligation was not disclosed. The Committee considers that the
threat. of exclusion from future contracts holds little sway with
those suppliers in a monopoly situation.

3.79 The Industries Assistance Commission has suggested that
one option which could be examined would be to let contractors
discharge their previous commitments by direct cash payment to the
Government. It would be no more arbitrary than the various
mechanisms already in place, but would avoid the side effects.

3.80 DITAC does not believe this to be a feasible alternative
as such payments would be inconsistent with Program objectives.
The level of payment would be difficult to assess and would lead
to inequity between companies which were fulfilling their
obligations in good faith and those in delinquent positions able
to regularise their position by making a direct cash payment.

58. Evidence, p. 628.

59. The Hon. Kim Beazley, MP, Minister for Defence, News Release
No 48/87, 5 April, 1987.

60. Industries Assistance Commission, Annual Report 198§7-88, AGPS,
Canberra, 1988, p. 73.

61, Evidence, pp. 636-7.
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3.81 The Committee received a submission pointing out the
distinction between obtaining beneficial offsets and forcing
overseas firms into uneconomic arrangements. Concern was expressed
that if penalty clauses were included in all contracts/deeds of
agreement, there was a greater likelihood of overseas firms adding
a premium to the price of their product in expectation of
increased costs they would incur if they were not able to find
satisfactory offsets to the percentage required in Australia. In
this respect, the Committee noted the comment of a Defence witness
who stated:

There is not much point in ... seeking to impose
clauses which companies simply will not accept. The
reason we are able to do it now is that companies
believe they can actually fulfil these obligations
and there is enough of a track record now of
Australian industry being able to do these things
competitively that companies will sign up to
damages.

3.82 The Committee acknowledges that DITAC and Defence may
probably have to find separate solutions to the problem of legal
enforceability. Ag Defence is both purchaser and offsets
authority, the offsets obligation can be recorded in the one
contract. For civil purchases, supply and offsets contracts are
arranged by separate authorities and are therefore separate
contracts. However, the purchasing authority is required to
ensure that standard clauses which record the existence of an
offsets obligation are included in the supply contract. In Apri
1989 the Australian Government Solicitor advised DAS that because
of the separate purchase contract and offsets agreement and
because the nature and extent of the offsets obligation may yet
have to be settled by svbsequent agreement at the time of the
purchase contract, such clauses in the purchase contract would
not give rise to enforceable rights in the event of a breach of
an offsets obligation.

3.83 DITAC considers that the matter of enforceability
should be seen in the overall context of the Civil Offsets
Program; there is no substantial body of unfulfilled offsets
obligations existing at present nor are there agreements with
which the overseas supplier involved refuses to comply.56 On the
occasions where an overseas supplier’s performance has been
inadequate the withholding of offsets clearance has been
sufficient to bring about a satisfactory resolution.
Notwithstanding this, the Committee believes that a legal remedy
should be available if circumstances warrant, Ideally,
enforcement measures should be needed only as a last resort.

62. Evidence, p. S005.

63. Evidence, p. 553.

64. Evidence, p. 411.

65. Evidence, pp. $39-40. ¥

66. Finance Minute on Report 270, para 109. See Appendix B.
67. Evidence, p. 20.
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3.84 The Committee recognises difficulties may be
experienced in harmonising any sanctions with State offsets
authorities, but it is interesting to note in the Finance Minute
that GOPAC has expressed the view that it is reasonable to
include penalty clauses or performance bonds in offsets related
contracts provided that these are in accordance with legal and
commercial practice and do not lead to artificial elevation of
prices, DITAC accepts this view while at the same time
recognising the_legal and technical obstacles involved in its
implementation,

3.85 The Committee also notes that Belgium, Greece, Sgain
and Canada incorporate penalty clauses in offsets agreements.5?

3.86 In Report 270 the Committee considered that some doubt
still exists concerning the enforceability of the contracts/deeds
of agreement and considered that the issue should be re-examined
with the Attorney-General. The Committee is still of the view
that the legal opinion expresses doubt rather than a clear and
definite ‘unenforceable’, and believes that the inconsistency
between participants in the Program should be remedied if at all
possible.

3.87 The Committee recommends that:

. The Attorney-General’s Department and the
Department of Industry, Technology and
Commerce investigate means whereby offsets
arrangements give rise to legaily enforceable
obligations secured by way of liquidated
damages .

Enforceability of Partnerships
for Development Agreements

3.88 Seven of the fifteen Partnership for Development
contracts signed by June 1989 contained a clause requiring the
Commonwealth to create and _maintain a sound economic and business
environment in Australia.’0 DITAC advised that this clause was
included as some transnational companies were not willing to
commit to major R&D expenditure and export activities over a long
term period unless the Government, as a partner, did what it
could to ensure an economic and business environment conducive to
growth. As maximisation of economic growth is a basic objective
of all Governments, it was considered that such a commitment

68. Finance Minute on Report 270, para 115. See Appendix B.
69. Evidence, p. 5052.
70. Evidence, pp. 702, 826.
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reflected Government policy.71 During the Inquiry, the Committee
was advised that DITAC’s policy is not to include that clause in
any future agreements, but the Department would not give_ an
assurance that it would not appear in any future agl:eemem:s.72

3.89 The Committee was concerned that the inclusion of such
a clause may provide the partner with a means to opt out of its
obligations under the partnership agreement without sanction, or
actually render the agreement meaningless. However, if the
agreement is terminated by either party, then the company must
revert to the normal offsets scheme. So whilst the Commonwealth
would lose the benefits under the agreement, it would still be
entitled, as a minimum, to the benefits due under the normal
offsets scheme. It would seem therefore that the enforceability
of the general offsets scheme remains the central issue. However
the Committee believes that the Partnerships for Development
scheme provides a potential opportunity to obtain legal
enforceability to what is otherwise an unenforceable obligation.

3.90 During the Inquiry the Committee noted that the agreed
past offsets status is not nominated in the Deed of Agreement for
Partnerships for Development. One of the conditions applying to
the attainment of PQOS status is that the offsets status of the
overseas supplier must be agreed and nominated in the _Deed as a
starting point for the discharge of future cbligations.

Although the Committee understands that most companies had no
outstanding offsets obligations or were in ‘credit’ at the time
of signing partnership agreements, the Committee considers that
it would be prudent, particularly in the case of an offsets
‘debit’ balance, to include the past offsets status in the
Partnership Agreement.

3.91 The Committee recommends that:

. Details of agreed offsets status at the time
of signing be incorporated into Partnerships
for Development agreements.

. Clauses referring to maintenance of a sound
economic and business environment in Australia
be excluded from all future Partnerships for
Development agreements.

. The Attorney-General‘’s Department and the

Department of Industry, Technology and
Commerce investigate means whereby
Partnerships for Development agreements are
legally enforceable and contain penalty or
damages clauses.

71. Evidence, p. S121.

72. Evidence, p. 831.

73. Department of Industry, Technology and Commerce, Australian

Civil Offsets Program Guidelines for Participants,
March 1988, AGPS, Canberra, para 5.3.
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Chapter 4

CONSISTENCY

Consistency with other Government
Programs

4.1 In order to eliminate confusion and conflict amongst
Commonwealth suppliers, the Committee recommended in Report 270
that the relationships between the offsets and other purchasing
policies be clarified and/or resolved. The Committee referred in
particular to the Purchasing Preference Policy and the various
State offsets programs.

4.2 In response to the Review on Government High Technology
Purchasing Arrangements, the Government initiated in 1988 a review
by DAS and DITAC on the effectiveness of the Preference Margin
Policy as an industry development mechanism. In particular, the
matters to be examined were the consistency of the objectives of
the policy and the Commonwealth’s industry development strateqy,
the economic costs and benefits of the policy, economic aspects of
its administration and whether it should be of general application
or targeted at specific industries, the necessity of legislation
and whether non-exempt Commonwealth business enterprises should
continue to be required to comply with the policy. As part of that
review the BIE was asked to examine and report on the economic
aspects of the first four matters.

4.3 In its report the BIE identified a fundamental conflict
between the Preference Margin Policy and general industry policy,
and in particular, with the Partnerships for Development Program.
In the BIE's judgement, the benefits of the Preference Margin
Policy are likely to be exceeded by the costs.l

1. Bureau of Industry Economics, The Commonwealth Purchasing
Preferance Margin as an Industry Development Mechanism,
Program Evaluation Report 6, AGPS, Canberra, 1988, p. xiii.
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4.4 As a result of this review, the Govermment has announced
that as from 1 November 1989 the notional 20% component of the
policy as applied by the Commonwealth will be abolished.Z2

4.5 As noted in Chapter 1, the commencement in March 1988 of
the Australian Civil Offsets Program has effectively resolved
conflicts between the various State and Commonwealth offsets
programs - at least in respect of the information industries.

Consistency between the two
Administering Departments -

Joint Guidelines, Directories and
Annual Report

4.6 In Report 270 the Committee found that there was scope
for improvement in respect of implementation of the Government'’s
policy of uniform administration of the civil and defence aspects
of the Program. Differences in administration increased the
potential for confusion, inconsistency and inequity in application
of the offsets policy between overseas suppliers. The Committee
recommended that efforts to present the Program as a single
program be increased by way of joint production of directories of
local and overseas firms, revised guidelines and an annual report
on the Program. Report 270 did concede however that some progress
had been made towards presenting a unified program, notably the
jointly published quidelines booklet.

4.7 The responses given in the Finance Minute by both DITAC
and Defence appeared to blatantly disregard the Government’s
acceptance of the (Inglis) Committee of Review recommendation to
keep the two components of the Program as consistent as possible.3
It is clear to the Committee that there has been little effort by
the two Departments regarding joint publication of directories,
annual report and guidelines, and in fact progress achieved to
1986 has been reversed.

4.8 Defence still operates under the 1986 joint guidelines,
whereas new separate guidelines were issued by the Minister for
Industry, Technology and Commerce in 1988 in respect of civil
offsets. The two are not consistent in many areas eqg Partnerships
for Development, investments and penalty clauses. Although both
2. Joint Ministerial Statement by the Minister for Industry,
Technology and Commerce and the Minister for Administrative
Services, 3 October 1989.
3. Department of Industry, Technology and Commerce and Department

of Defence, Australian Government Offsets Program, Guidelines
for Participants, March 1986, AGPS, Canberra, p. 41.
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offsets authorities have stated an intention to give priority to
exports, Defence allows overseas companies a multiplier of three
times the value of indigenously develoged exports which does not
apply in relation to civil exports.® Gifts and donations are
currently an acceptable Defence offsets activity not available in
respect of civil purchases. In June 1989 Defence stated its
intention to maintain this category of offsets discharge.
However, they have subsequently advised that as only 1.148 per
cent of total offsets obligations have been fulfilled in this
manner they intend to discontinue the use of the classification
‘gifts and donations’ and to omit it from their new guidelines.

4.9 DITAC asserts that Defence indicated that it does not
wish to incorporate recent civil offsets development in the
Defence program as _they are not compatible with its specific
strategic objectives.’ Defence maintains that while the principles
remain common to both civil and Defence offsets program, there is
sufficient difference at the detailed level to justify separate
and more comprehensive  guidelines. New separate Defence
guidelines are in draft form and it is intended that they be
issued after Ministerial approval.

4.10 The Committee sought advice as to the authority by which
the Government’s decision to accept the 1Inglis Committee’s
recommendation for the use of common guidelines had been
overturned. DITAC claimed that the decision had not been
overturned and the civil and defence elements of the Program are
administered under the same broad policy guidelines even though
the detailed administrative guidelines differ to some extent
because of the differing objectives of the two elements of the
Program. Defence expressed a similar view, contending that the
two booklets will express the same broad common policy guidelines
but different administrative guidelines.

4.11 It. is interesting to note DITAC’s advice that in
addition to the two separate guidelines booklets, its intention is
to produce a third booklet outlining both civil and defence
components of the Government’s Offsets Policy. This booklet
produced by a DITAC/Defence working party is in draft form, but
will be finalised and published when the new Defence guidelines
have been completed.

4. Evidence, pp. 920-1.

5. Evidence, pp. 930-1.

6., JPCA File 1987/9 Part B(6).

7. Finance Minute on Report 270, para 81. See Appendix B.
8., Evidence, p. 453.

9. Evidence, p. 910.

10. Evidence, p. 630.

11, Evidence, p. 913.

12. Evidence, pp. 17, 630.
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4.12 The Committee believes that the offsets policy should be
applied on a consistent basis and that overseas companies have the
same options of discharge and be bound by the same rules whether
they incur obligations as a result of civil or defence purchases.
This information should be available in one source document.

4.13 The additional Defence objective was not an impediment
to the production of the 1986 guidelines, and the Committee sees
no reason why it should be now. Furthermore it is the Committee’s
view that the issue of three separate booklets is not in keeping
with the spirit of the Inglis recommendation, as accepted by the
Government, to keep the defence and civil components of the
Program as consistent as possible by the use of common guidelines.

4.14 The Committee recommends that:

. The Departments of Industry, Technology and
Commerce and Defence take steps to increase
the degree of consistency in respect of the
discharge of offsets obligations by overseas
suppliers whether they arise from civil or
defence purchases.

. The Departments of Defence and Industry,
Technology and Commerce co-operate in the
production and issue of joint guidelines for
the Program.

4.15 In relation to the gquestion of joint directories,
Defence asserts that while companies listed in its Direvtory of
Australian Industry Defence Capability could also undertake civil
offset work, the converse is not true. Defence therefore considers
it more appropriate for overseas suppliers with Defence offsets
obligations to be supplied with a directory which identifies the
Australian companies with the basic pre-requisites to undertake
defence type work. For similar reasons its List of Participants
also only include overseas contractors with defence offsets
obligations.13

4.16 In view of the relatively small size of lists of
overseas participants in the Offsets Program held by both DITAC
and Defence, DITAC was asked what prohibits the production of a
consolidated list. DITAC advised in June 1989 that the possibility
of a consolidated list was currently being discussed with Defence
but that Defence’s initial reaction was that the differing
objectives of the civil and defence elements of the Program and
limited overlap between civil and defence suppliers cast doubts
upon the value of this approach.l? pefence, however, in appearing
before the Committee in late June 1989, appeared to be fully
supportive of the move toward a combined listing. Defence could

13. Evidence, p. 453.
14, Evidence, p. 630.
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not specify a timetable for its introduction as it claimed DITAC
had to resolve the matter of contract value presentation.l5
Although the Committee considers this issue to be of peripheral
importance, the apparent blundering and procrastination is
symptomatic of othex problems associated with the Offsets Program.

4.17 The Committee recommends that:

. The Departments of Defence and Industry,
Technology and Commerce collaborate on the
joint production of a 1listing of overseas
offsets obligors to be issued at the earliest
opportunity.

4.18 Defence’s statement in the Finance Minute that ‘efforts
are continuing in regard to the publication of joint directories
of local (and overseas) firms’ appears to have little substance.l

DITAC does not produce a directory of local firms (see Chapter 2},
and under questioning Defence advised in late June 1989 that it
had ‘taken the view so far that there really has not_ been
sufficient commonality to merit one single publication’. The
Committee found it frustrating not to have been given a clear
statement of Defence’s position in the first place.

4.19 Until such time as DITAC revises its position regarding
a directory or database of local capability, the question of a
joint directory is rather academic at. this stage. The Committee
maintains the view that such a document or database is highly
desirable.

4.20 At the previous Inquiry, Defence and DITAC signalled
their intention to produce a joint annual report.l8 The Committee
was therefore surprised to be advised that it was agreed at the
IDC meeting of 5 August 1987 that a joint annual report was not
appropriate.

4.21 DITAC advised that at that time the 1986-87 annual
reports of the two departments were in an advanced stage of
drafting and the production of a joint document of offsets for the
period was considered impracticable. The IDC considered a proposal
that it could undertake the drafting of a future joint report but
concluded that it lacked the resources to undertake the task. The
IDC agreed that the inclusion of offsets reports in expanded
departmental annual reports would satisfy the requirements of the
Finance Minute and therefore concluded there was no need for a
joint annual report.

15. Evidence, pp. 907-8.

16. Finance Minute on Report 270, para 84. See Appendix B.

17, Evidence, p. 88S5.

18. Evidence (JCPA Report 270: 1987), pp. 66, 76, 367.

19. Evidence, p. 453.
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4.22 Upon the establishment of the Australian Civil Offsets
Agreement with its rxeporting requirements and the rapid evolution
of the civil program, DITAC perceived the need for a separate
annual report on the Program, hence the publication of the 1987-88
annual report of the civil program.20 A report on Defence offsets
for 1987-88 is included in its departmental annual report.

4.23 Defence submitted an indicative summary of matters for
possible inclusion in an annual _report providing for expanded
information in relation to offsets.2l Although no decision had
been made as to whether this would be included in the departmental
annual report or published as a separate document, Defence has
stated that because of the two separate audiences, it now has no
intention of producing a joint report on offsets.Z2Z

4.24 Although the interests of participating firms may
differ, the Committee believes that the overriding consideration
is that one comprehensive government policy should be reported
within in one document.

4.25 The Committee recommends that:

. The Departments of Defence and Industry,
Technology and Commerce produce a single
comprehensive report on the Offsets Program.

The Necessity for two Commoawealth
Offsets Authorities

4.26 The Committee has never been convinced of the necessity
for the separate administration of Defence offsets, which seems to
be solely justified on the grounds of the Defence-related goals of
the Program and suggested in Report 270 that the two Commonwealth
offsets authorities examine the need or otherwise for dual
administration. In the Finance Minute, both departments have
rejected this recommendation. Defence claimed that because defence
and civil offsets have different objectives and are administered
completely differently the offsets programs cannot be presented as
a single program.

20. Evidence, p. S119.

21. JCPA File 1987/9 Part B(4).

22. Evidence, pp. 881-2.

23. Finance Minute on Report 270, para 84. See Appendix B.
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4.27 In March 1989 DITAC retracted somewhat from its original
position, accepting that the recommendation had some merit and
possible gains in efficiency. However, it felt that any gains
could be at the risk of destroying the close relationship that.
exists between Defence4 the major Commonwealth purchaser, and its
offsets arrangements.2% At the public hearing in June 1989, DITAC
portrayed an even more positive attitude towards the Committee’s
recommendation. DITAC stated:

It seems both of us are more and more sharing a
common view that we need to have industry of
world-class capabilities, technologies and
manufacturing capabilities, and that our objegtive
is essentially international competitiveness.

4.28 While the philosophy of co-operation is now accepted,
the Department considers that the detailed issues involved in
unification would present difficulties.?

4.29 However, DITAC observed that the experience in Canada
suggests that it is not impossible or impracticable under a
Westminister-stgle system to effectively run a joint
administration.27

4.30 IBM expressed support for the integration of defence and

civil offsets as dual administration may potentially create
unnecessaxy costs and result in sub-optimal offsets work programs.
IMB's concern was particularly in relation to Defence’s project by
project approach to offsa2ts and the fact that it would not be
credited for civil achievements under its Partnership for
Development agreement. 8 pefence is however now also encouraging
overseas firms to enter into longer term programs and to registex
these under Offsets Accumulation Deeds. Defence advised in April
1989 that programs established under civil partnership
arrangements may qualify under these deeds and that they were
exploring putting a clause to this effect in DITAC deeds.

4.31 Although a company with a defence-related offsets
obligation can discharge that obligation with civil activities,
Defence advised that there have been very few such cases and that
there are very few firms, mainly aircraft manufacturers, with
substantial defence and civil obligations. Defence believe high
technology civil aircraft engines to be just as useful a
centribution to defence self-reliance, as Defence aircraft
engines.30 It is in this area that the two departments are

24, Evidence, p. 18.

25. Evidence, p. 771.

26, Evidence, pp. 771-3.

27. Evidence, p. 772.

28. Evidence, pp. 581, 588.

29. Evidence, p. 454.

30. Evidence, p. 890.
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actively exploring the feasibility of foreign suppliers entering
into a single set of long term industry programs through which
offsets credits applicable to both civil and defence offsets
commitments could be obtained.

4.32 In May 1989 the Minister for Defence announced that:

The offsets program is now starting te run down
because of the success of our overall efforts to
encourage local industry involvement ... We have
reached the point where Australian firms are able
and more than ready to take on the role of prime
contractor for major Defence programs. Obviously
this means a progressively lower foreign content in
such programs and a commensurate decline in new
offsets obligations., Nevertheless, the program
continues to provide valuable assistance for
Australian companies.32

4.33 The Committee is encouraged by this and is optimistic
that the current situation, and the emphasis by both authorities
on exports, may provide a foundation for serious re-consideration
of its original recommendation. The Committee believes that there
are even leas reasons now for maintaining separate
administrations than at the time of its previous report.

4.34 The Committee recommends that:

. The Departments of Defence and Industry,
Technology and Commerce examine the need or
otherwise for the current dual administration
of offsets, and in particular, investigate
means whereby the administrative role can
reside solely within the Department of
Industry, Technology and Commerce whilst
maintaining suitable links with defence
industry policy.

31. Department of Industry, Technology and Commerce, Australian
Ciyil offsets Program Annual Report 1987-88, AGPS,
Canberra 1989, p. 12.

32. The Hon Kim C Beazley, MF, Ministerial Statement on Defence
Industry, 10 May 1989.
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The Standing Interdepartmental
Committee on Offsets

4.35 The Committee xeported in 1987 that the Standing
Interdepartmental Committee on Offsets (IDC) had not met since
1984 despite the fact that the Government had accepted the Inglis
recommendation to wutilise the IDC as a mechanism to ensure
consistency between the civil and Defence components of the
Program. The Committee recommended that the IDC urgently
reconvene and meet frequently and regularly. It also recommended
that its terms of reference be revised in accordance with the
Government’s decision following the Inglis Report.

4.36 DITAC advised that the 1IDC has reconvened and met in
April and August 1987,34 and in November 1988.35 In view of the
number of unresolved issues involving offsets, particularly
notification procedures, the Committee noted with concern DITAC’s
comment that:

... since the role of the IDC on offsets is to
consider changes in offsets policyé it is convened
only when changes are contemplated. 6

4.37 This does not seem to be consistent with either the
intended purpose of the IDC in ensuring consistency or its revised
terms of reference (approved in early 198837) which are:

a. monitoxr and advise on the broad policy
direction of the Offsets Program with a view
to bringing to Australian industry advanced
technologies, skills and capabilities to meet
the goals of:

(i) establishing internationally competitive
activities within Australia; and

(ii) supporting Defence industry capability
objectives;

33. Department of Industry, Technology and Commerce and Department
of Defence, Australian Government Offsets Proqram,
Guidelines for Participants, March 13586, AGPS, Canberra
p. 41,
Participants, March 1986, p4l.
34. Evidence, p. 16.
35. Pinance Minute on Report 270, para 75. See Appendix B.
36. Finance Minute on Report 270, para 78. See Appendix B.
37. Evidence, p. 629,
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b. having regard to the above civil and defence
goals, advise on the development and
maintenance of comprehensive offset policy
guidelines for endorsement by the Minister for
Industry, Technology and Commerce and the
Minister for Defence;

c. advise on procedures and other measures to
ensure that the offsets policy is properly and
universally applied by all Departments and
Statutory Authorities; and

d. assist in integrating offsets with the
Government’s broader policy objectives and
programs 1in respect of industry development,
technology, trade and defence.38

4.38 The various departments appearing before the Committee,
which are members of the IDC, clearly did not shaxe the
Committee’s concern., The terms of the IDC have been interpreted to
encompass only broad policy matters and not _to extend into the
actual detailed administration of the Program.3? The Committee was
advised that in addition to the formal meetings noted above, some
out. of session consultations also took place to discuss particular
issues.40 DITAC also put. the view that in matters directed at
achieving consistency between DITAC and Defence, it is a more
efficient use of the IDC’s time if those two departments reach
agreement on' the issues prior to IDC discussion.4l

4.39 DITAC did agree that in respect of the IDC's third point
of reference above, it would be appropriate for the IDC to play a
more active role in resolving  the unsatisfactory situation
regarding notification procedures. There does however appear to
be some disagreement as to the function of the IDC on this point
as Defence took the view that this was purely an administrative
matter for DITAC and DAS to resolve.

4.40 Nevertheless, the Committee observes that the matter was
included for consideration at the IDC meeting scheduled for late
June 1989.44

38, Evidence, p. 361.

39. Evidence, pp. 397,765.
40. Evidence, p. 404.

41, Evidence, p. 768.

42, Evidence, p. 766.

43. Evidence, pp. 8§78-9.
44, Evidence, p. S360.
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Consistency for Participants -
Register-of Precedents

4.41 in order to safeguard accountability, promote
consistency and equity in decision making and provide participants
with helpful insights into the operation of the policy, the
Committee recommended in Report 270 the establishment of a
comprehensive register of precedents. Whilst the Finance Minute
records acceptance of the proposition in principle, to date there
is little practical evidence of any real commitment to the task.

4.42 The initial response in the Finance Minute was that
‘Defence has commenced the establishment of such a register but in
its present form would not be suitable for public issue., Before
any such publication, further consultation with DITAC on the
format and content will be necessary’.45 It would now appear that
the Department has moved away from this position. Defence has
indicated to the Committee that although it was originally
intended that the register be a joint publication, it now proposes
to provide more comprehensive detail and definitive information in
its new guidelines in respect of areas of ambiguity. Defence also
stated:

... we have far less case law because of the way we
are doing business, so it has not had the high
priority that it might otherwise have had. 46

4.43 The Administrative Arrangements of the Australian Civil
Offsets Program provide for the establishment of a body of
precedents.4 DITAC has communicated its intention to incorporate
these precedents in both the Offsets Procedures Manual and the
annual report but point out that since the Australian Civil
Offsets Program was only established on 1 March_ 1988, a
significant volume of precedents has not yet developed.

4.44 The Committee is of the view that maximum benefits would
be attained by the establishment of a single comprehensive
register.

45. Finance Minute on Report 270 para 97. See Appendix B,

46. Evidence, pp. 921-2.

47. Finance Minute on Report 270 Attachment 5, Annex 1.
See Appendix B.

48. Finance Minute on Report 270 para 96. See Appendix B.
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4.45 The Committee recommends that:

The results of decisions by the offsets authorities
be documented in a comprehensive register of
precedents and significant precedents published in
the annual report on the Offsets Program.

New Work Criterion

4.46 The Guidelines define the ‘new work criterion’ as
follows:

To meet this criterion offsets must be in addition
to, or an extension of, the activities presently
undertaken by overseas suppliers in Australia. They
must be activities which:

(a) are new to individual Australian firms or
which enhance existing activities with work
which would not otherwise be undertaken in
Australia; or

(b) result in local research, design, development,
production or support which would otherwise
have been undertaken overseas; or

(c) open up markets new to Australian products.%?d

4.47 The Committee considered that the requirement that the
activity must be new to the firm’s business plan was
discriminatory and that to insist that only activities for which
offsets are the principal or only incentive. are eligible was
unnecessary, difficult and potentially inequitable. Thus it was
recommended in Report 270 that this criterion be redefined as a
new activity for the company in Australia which is unrelated to
customer support, distribution or marketing of existing

products.

4.48 DITAC advised that although it  accepted this
recommendation in principle, it was not possible to xreach
agreement with the States on a revised wording for this criterion
prior to the publication of the revised civil guidelines in March
1988. The States felt that the Committee’s recommendation was
implicit in the wording of the 1986 guideline and so this clause
was carried through unaltered into the 1988 edition. The
Department has intimated that the guidelines will need to be
further developed over the next year or two to incorporate new
initiatives and developments in the Program and that the
Committee’s recommendation will be taken into account at that
time.

49. Department of Industry, Technology and Commerce and Department

of Defence, Australian Government Offsets Program, Guidelines
for Participants, March 1986, AGPS, Canberra, p. 8.
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4.49 Defence has accepted the Committee’s recommendation and
in the July 1989 draft Australian Defence Offsets Program,
Guidelines for Participants, has redefined the definition to make
it clear that the normal after sales customer support,
distribution or marketing activities which are a part of the
normal commercial activities undertaken by suppliers in Australia,
are not acceptable as offsets.

Exempt Organisation Status

4.50 The Government has exempted the following Commonwealth
authorities from the requirements of the offsets policy on the
basis that major trading activities are undertaken in competitive
markets:

Australian National Line

Commonwealth Banking Corporation

Snowy Mountains Engineering Corporation
Medibank Private

Housing Loan Insurance Corporation
Commonwealth Serum Laboratories

Australian Industxy Development Corporation
Export Finance and Insurance Corgoration
Australian National Railways30,5

4.51 Although upon entry into the Australian Civil Offsets
Program some State organisations, were exempted, the list has
remained unchanged since 13986.

4.52 In practical terms, application of this policy means
that if an overseas company makes a sale of $10m of computing
equipment to both the Department of Finance and to the
Commonwealth Banking Corporation, offsets must only be provided in
respect of the former sale.

4.53 In reply to the Committee’s request for additional
advice as to procedures and rationale surrounding the offsets
‘exempt organisation’ status, DITAC advised that the 1list of
organisations had been decided by the Government in 1986. The
organisations did not benefit from a government bestowed advantage
and it was considered they would be disadvantaged in the market
place if they were required to comply with the requirements of the
Program whilst their competitors did not. DITAC has advised that
the list of exempt Commonwealth and State organisations will be
reviewed by GOPAC this year.>

50. Department of Industry, Technology and Commerce and Department
of Defence, Australjan Government Offsets Program, Guidelines
for Participants, March 1986, AGPS, Canberra, p. 10.

51. Department of Industry, Technology and Commerce,
Australjan Civil Offsets Program, Guidelines
for Participants, AGPS, Canberra, 1988, Appendix 3.

52. Evidence, p. 23.
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4.54 The Committee believes that criteria for determining
exempt status should be clearly stated and made public. 1In
May 1988 the Minister for Transport and Communications announced
that continued application of the offsets policy to Australian
Airlines will be reviewed in the light of general airline industry
developments prior to the termination of the Airlines Agreement in
1990. In conjunction with this review, the continued application
of the offsets policy to the competitive activities of Teleconm,
OTC, AUSSAT and Australia Post will also be reviewed prior to the
end of 1990.73 The Committee suggests that when reviewing these
particular matters, it would be an appropriate time to consider
and settle guidelines for the determination of offsets exempt
organisations generally.

4.55 The Committee recommends that:

. The Departments of Industry, Technology and
Commerce and Defence report in the Finance
Minute on the outcome of the GOPAC review of
exempt organisations.

- Guidelines for Participants include expanded
documentation in relation to exempt offsets
status addressing such matters as the approval
process for the inclusion and deletion of
organisations, and provide practical working
definitions of such terms as ‘major trading
activities’, ‘competitive markets’ and
‘government bestowed protective advantage‘.

Consistency within Administering Departments -
Procedures Manual

4.56 In Report 270 the Committee recommended that a
procedures manual relating to offsets be completed as soon as
possible. At the time of the previous Inquiry DITAC was in the
process of compiling such a manual. In June 1989, DITAC described
the document as ‘a_ working draft, which we find now to be less
than satisfactory’.54

53. Reshaping the Transport and Communications Government Business
Enterprises, Statement by the Minister for Transport and
Communications, 25 May 1988, AGPS, Canberra 1988, pages 17, 25,
28, 30 and 34.

54, Evidence, p. 808.
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4.57 The Committee is totally exasperated to find that DITAC
still does not have a definitive manual for administrative staff.
Despite the fact that this matter was drawn to the attention of
DITAC by the Auditor-General in 1984, and despite the Department’s
acceptance of the Committee’s recommendation, the situation still
has not been rectified. Recent changes to administrative
arrangements within DITAC to integrate offsets activities with
industry divisions and branches, whilst beneficial in terms of
facilitating consistent approaches to specific industry
development, have accentuated the need for administration manuals.

4.58 The Committee regards such manuals as critically
important in ensuring consistency in assessing offsets proposals
and performance, defining the scope of staff discretion and as a
basis for authoritative and effective decision making. Procedures
manuals also assist in minimising the effects of staff turnover,
are an effective vehicle for communicating policy decisions down
the 1line, provide a criteria by which to judge performance and
encourage thoughtful decision making thus avoiding undesirable
‘adhocery’ .

4.59 The Committee recommends that:

. The procedures manual for staff of the civil
offsets authority, which was first recommended
by the Inglis Committee and again by the
Public Accounts Committee in its Report 270,
be completed forthwith.

Security

4.60 During the course of the Inquiry, two matters relating
to security were brought to the attention of the Committee.

4.61 The first concerns staff of offsets authorities who
resign to take up employment in the private sector. Although the
Committee does not in any way wish to cast aspersions upon the
integrity of present or former staff of the authorities, the fact
is, that staff do have access to what is described as
commercial-in-confidence material. The potential for innuendo of
an unfavourable nature is obvious.
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4.62 In a recent report of the Senate, attention was drawn to
‘what appears to be a disturbing tendency, exemplified by (Offsets
and Partnerships for Development) programs whereby former
departmental officers involved in framing quite complex systems to
implement government policy subsequently take up positions in the
private sector advising industry on the very systems or policies
they helped to frame’.35 In this regard the Committee heard during
this Inquiry, serious allegations of deliberate malpractice
against a particular individual. The Committee found no evidence
to support that allegation.5

4.63 Although the responsibility of former of current
Commonwealth officers in such matters is clearly set out in
section 70 of the Crimes Act 1914, the Committee suggests that,
for the protection of the departments. and staff concerned,
administrative manuals specify procedures to be followed in the
event of the impending resignation of an officer involved with
offsets.

4.64 The second matter concerns contractual dealing by the
Commonwealth with overseas companies subject to prosecution.

4.65 The Office of the United States Inspector General
produces a half yearly summary of major indictments, convictions
or recoveries obtained by the Department of Defence Criminal
Investigative Organisations. Several US companies with which
Australian Offsets Authorities are doing business have been
mentioned in recent reports.>7

4.66 Defence indicated that in its view as offsets are not an
area of fraud - either companies achieve offsets requirements or
not - it has not felt the need to take special measures to monitor
compliance with the offsets obligations of these companies.
Nevertheless, whilst the Committee has no knowledge of whether in
any particular case the reasons behind convictions bear any
relevance to contracts with the Commonwealth and has received no
indication that the companies mentioned are not satisfactorily
fulfiliing their offsets obligations, the Committee is concerned
to ensure that wherever possible, purchasing and offsets
authorities are aware of such convictions in order to be able to
assess whether any special action needs to be undertaken.

4.67 Although the Committee is advised that Defence is
currently taking steps to address this matter, the Committee is
concerned that all purchasing authorities are made cognizant of
any situation requiring particular care.

55. Senate. Estimates Committee A, Report to the Senate,
November 1988.

56. Evidence, pp. 713, 741-751.

57. Evidence, pp. S$519-20.

58. Evidence, p. 907.
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4.68

The Committee recommends that:

The. Departments of Defence and Industry,
Technology and Commerce pursue methods whereby
purchasing and offsets authorities are made
aware of, wherever possible, any criminal
convictions of overseas companies with which
they have, or intend to have, dealings.

In addition to those matters identified in
Report 270, the manuals for both offsets
authorities should:

- detail procedures to be followed upon
notification of an offsets officexr’s
impending, resignation to take up
employment in the private sector; and

- prescribe procedures to be followed upon
awareness of a successful prosecution
against an overseas cospany participating
in the Offsets Program.

75.



Chapter §

EVALUATION AND VALUATION
" OF OFFSETS PROPOSALS

5.1 A particular point of concern to the Committee was the
apparent level of administrative discretion utilised by offsets
personnel in applying guidelines. The area of valuations,
particularly the valuation of technology transfer, was seen as
having the greatest potential for abuse.

5.2 As a way of overcoming criticism in this area, and in an
attempt to find a more consistent and objective valuation
mechanism without curtailing flexibility where warranted, the
Committee recommended a clearer and more rigorous set of
guidelines espec;ally for the criteria and valuation of acceptable
offsets, thorough ind dent as nt of offsets proposals and
a revision to the method of valuing technology transfer to focus
on. real outcome.

5.3 DITAC advised that it has sought to reduce the level of
administrative discretion in relation to the valuation of offsets
work by emphasising the actual value of consequent exports as the
primary measure of offseis activities in the revised guidelines
released in March 1988 relating to civil offsets. Guidelines have
been restructured to more closely link acceptable activities with
their valuation and include improved definition of both offsets
activities and valuations.l The Committee is also pleased to see
that the Australian Civil Offsets Agreement incorporates a clause
expressing the desirability of minimising the extent of

administrative discretion so as to ensure efficient
administration.
5.4 In assessing the valuation of technology transfers, in

addition to supplier’s transfer costs and licence fees or
royalties foregone, extra offsets value is now allowed based on
the value of purchases of Australianp products and services
resulting from the technology transfer.3 A sunset clause limiting
the duration of offsets approvals is now also included in the
guidelines, thus reducing the possibility of double counting.
Offsets credits are given for exports for a maximum of two years,
but there is a provision whereby exports may attract credits for
1. Evidence, p. 19.
2., Finance Minute on Report 270, Attachment 5, para. 3(j). See
Appendix B.
3. Finance Minute on Report 270, Attachment 3, para. 4.2(a).
See Appendix B.
4. Evidence, p. 19.
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an additional three years for sales over and above the average
level of exports in the first two years.” However, the new sunset
clauses only apply to those companies entering into offsets
arrangements since March 1988.6

5.5 The «civil quidelines state that the transfer of
technology should have the potential to increase productivity
and/or provide a new product or service and be associated with
export oriented activity.7 The Committee received a submission
expressing the view that DITAC is interpreting that provision so
that offset credits will not accrue unless the technology transfer
generates export activity.8 DITAC agreed that that interpretation
is being put upon the clause.?

5.6 During the Inquiry there has been a good deal of
disquiet amongst some members of the Committee regarding the
mechanism of discharging offsets obligations afforded to SNECMA.
Under the terms of agreement with that company, offsets credits
have been given in respect of work to identify Australian firms
that may be encouraged into the export market by a firm of
consultants acting as agents for SNECMA. Although DITAC maintains
that the result will be worthwhile and beneficial in terms of the
development of high technology industry in_ Australia, the
agreement has not resulted in one export to date.

5.7 DITAC, when asked how the emphasising of actual value of
consequent exports fitted in with the SNECMA case, advised that
that arrangement is on the understanding that no credits would be
given for exports, when they arrive, until they exceed the value
of credits already given for technology transferred.

5.8 This arrangement appears to be contrary to the stated
policy. The Committee notes DITAC’s advice that this is not a
mechanism which has been used elsewhere, and does not cover the
whole of the SNECMA obligation.

5.9 Although Defence supports the sentiment behind the
Committee’s recommendation to base valuations of technology
transfers on outcomes, it believes that it ignores the question of
strategic value. In Defence applications the valuation of
technologies is based on the strategic benefit and saving to
Defence by- having the technology ‘in country’ to support the

5. Finance Minute on Report 270, Attachment 3. para 4.3. See
Appendix B.
6. Evidence, p. 794.
7. Finance Minute on Report 270, Attachment 3. Para 4.2(a). See
Appendix B.

8. Evidence, p. S007.

9. Evidence, p. 798.

10. Evidence, pp. 663-4.

11. Evidence, p. 790.
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equipment through its service 1ife.12 ror instance, in some cases
Defence has consciously acquired technologies which have not been
utilised but shelved for future contingencies.l3 Defence was unabl
to estimate whether its method of technology valuation would
result in a higher or lower valuation than DITAC's method.l

5.10 At the time of the previous Inquiry, only one civil
transfer of technology case had been settled. In 1987-88, 7.7 per
cent ($26.4m) of offsets obligation were discharged by way of
transfer of technology.l5 In relation to Defence purchases, of the
total offsets achievement of $70m for the period 1 January 1986
to 30 June 1983, approximately $llm xelated to technology
transfer.

5.11 The Committee believes that while offsets authorities
must have some degree of flexibility regarding offsets proposals
S0 as to maximise benefits to Australian industry, those benefits
will only be derived from real rather than potential outcomes. In
order to avoid inconsistency between suppliers, eliminate
potential for abuse, and ensure real results, the Committee still
considers that the valuation of technology transfers should be
based solely on resulting exports. This also accords with the
greater emphasis being given to exports by both offsets
authorities. The Committee does accept, however, that there may be
some cases in Defence where, in view of the self-reliance
objective, this basis of valuation may not necessarily be
applicable.

5.12 The Committee’s recommendation to seek independent
advice was accepted by both authorities, however, Defence advised
that it had more than sufficient expertise in-house to be able to
do it.

5.13 Defence is able to tap the not inconsiderable expertise
in the Defence Science and Technology Organisation (approximately
3000 personnel) to assess how valuable particular technologies are
to self-reliance as well as access to international Cechnology
sources through arrangements with allies for defence technology.

5.14 DITAC does not have such a body of in-house talent. In
DITAC a technology transfer proposal is initially examined by the
officer responsible for the company that has the offsets
obligation and discussed with other appropriate officers,
engineers and scientists within the Department familiar with the

12. Evidence, p. 456.

13. Evidence, p. 942.

14. Evidence, p. 939.

15. Department of Industry, Technology and Commerce, Australian Civil
Offsets Program, Annual Report 1987-88, AGPS, Canberra, 1989
p. 30 ] ’

156. Evidence, p. S420.

17. Evidence, pp.924, 927.
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area. If still uncertain after discussing the matter with the head
of the Branch, the Branch head would initiate outside inquiries.
Depending on the size of the obligation acceptance or otherwise of
any proposal is the responsibility of the Branch Head or Deputy
Secretary.l

5.15 As well as the valuation referred to above, technology
transfer proposals - in fact, all offsets proposals - must also
meet criteria in respect of technology,commercial viability, price
and new work.l9 It is unlikely that DITAC staff are able to make
competent assessments of proposals against all these criteria.

5.16 One witness expressed concern that the offsets
authorities do not understand commercial research and development
and would experience difficulty in assessing its valuation for
offsets purposes. It was suggested that representatives from
industry and perhaps government organisations like CSIRO and
Telecom should supervise the new work criteria.

5.17 DITAC advised -that on occasions when it felt that
assessment of propeosals was beyond the capacity of the Department
it had sought advice from CSIRO. Experts at Telecom, universities
and Defence have alsc been approached informally for advice.
DITAC pointed out that it is difficult to locate within Australia
a source of advice which does not have a major conflict of
interest and expressed a concern that it may be more difficult in
the future to identify people in CSIRO free from conflicts of
interest _as CSIRO moves more actively in the field of contract
research.

5.18 DITAC conceded, in discussing evaluation concerning the
technology criteria and speed of technological change, that it
would also seek views from Australian companies. DITAC also stated
that one of the first tests of the significance of the technology
transfer is to talk to the company which is receiving the
technology to see what sort of value it places on the

technology. 23

5.19 In the Committee’s view there are inherent dangers in

seeking advice from these sources; neither objectivity nor

independence is assured, for, as was established at a public

hearing of Senate Estimates Committee A held on 9 October 1989,

recipients may in, turn obtain valuations from the original

overseas supplier.

18. Evidence, pp. 783-4, 788.

19. Finance Minute on Report 270, Attachment 3 para 3.1. See
Attachment B.

20. Evidence, p. 733-4.

21. Evidence, p. 779, 803.

22. Evidence, p. 780.

23. Evidence, p. 784.

24. Senate. Estimates Committee A, 1989, Debates, pp. A198-9.
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5.20 The current unsatisfactory situation reqgarding valuation
of civil offsets proposals is crystallised in the following
extract from the Estimates Committee hearing:

Senator BISHOP -~ Yet we have no gquidelines, no
manual and no determined test by which you can
measure whether that is a realistic valuation of
the work in process or whether it is a figment of
somebody’s imagination. There is no test, is therxe?

Dr Fitzpatrick - There is no test.25

5.21 The Committee considers that it is absurd that a
program is being handled in this fashion.

5.22 The Committee accepts that some degree of administrative
discretion is a necessary part of program management but, in view
of the huge sums invelved in this particular program, believes
that the level of discretion should be kept to a minimum.

5.23 During the Inguiry the Committee floated the idea of
establishing a panel of expertise. The Committee believes the
potential problem of choosing personnel free of conflicts could be
avoided by careful selection. The panel would avail the Department
of a permanent body of knowledge not otherwise available as well
as provide a much needed boost to the public confidence in the
Program by reducing the level of administrative discretion.

5.24 The Committee recommends that:

. The offsets authorities reconsider the
Committee’s recommendation to value transfer
of technology based solely on valuation of
exports, except where defence objectives of
self-reliance dictate otherwise.

. A permanent panel of independent experts in
appropriate fields be established to assist
the Department of Industry, Technology and
Commerce in evaluating and valuing offsets
proposals.

. All civil offsets proposals entailing
difficult measurement or subjective judgement
be referred to that permanent panel for
approval, and the requirement to do so be
specified in the guidelines and procedures
manual.

25. Senate. Estimates Committee A, 1989, Debates, p. A213.
26, Evidence, p. 804.
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Chapter 6
PROGRAM ACCOUNTABILITY AND EVALUATION

Annual Reports

6.1 Defence and DITAC have been charged with responsibility
for carrying out the Government’s offsets policy, therefore these
two departments must be accountable for the delivery of the policy
and its desired aims. A precondition for accountability is the
ability to provide the information necessary to measure or assess
the performance of the parties charged with responsibility for
carrying out the policy.

6.2 One of the most visible expressions of public
accountability by departments is a quality annual report. Annual
reports are essential to enable the Parliament and the public to
make an informed assessment of the effectiveness and probity of
the Program.

6.3 In April 1986 DITAC stated its intention to produce a
report for 1986-87 covering Program achiev ts, an 1t of
prospects and general comments on the operations of the scheme.l
That intention did not materialise. Despite repeated calls for
such a document, the Australian Civil Offsets Program Annual
Report 1987-88 was not tabled until 31 May 1989.

6.4 The Committee welcomes the release of this substantial
document, but from the Committee’s viewpoint it has two
fundamental deficiencies for overall Program evaluation. The
report is exactly as its title states:

(a) it is concerned only with civil offsets; and

(b) it provides, in the main, statistics only in
respect of 1987-88.

1. Evidence (JCPA Report 270: 1987), p. 76.
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6.5 In addition, the report frontispiece intimates that the
report coverage will embrace ‘Program status, achievements,
problems and prospects'. Despite this purported, and commendable,
commitment to accountability, the report pays scant attention to
some of the continuing fundamental problems in implementing the
policy, e.g. notification procedures,< However, DITAC acknowledged
the problem in subsequent public hearings describing the response
rate from the Department as ‘very patchy’. As discussed in Chapter
3, this is a matter of long standing concern. Annual reports
provide an excellent opportunity for departments to not only
display their effectiveness in carrying out policies for which
they are responsible, but to also alert Ministers, Parliament and
the public to any problems they are experiencing in their efforts
to carry out those policies. In fact, a report which does not
reveal problems has the potential to mislead the reader.

6.6 In early June 1989 DITAC advised the Committee of very
great pressures within the Department resulting from resource
constraints following the July 1987 Machinery of Government
changes. In the offsets area, additional resources would be
applied, if they became available, to increased marketing of the
Program and provision of information to potential local
participants, increasing the capture rate of contracts to which
offsets apply, increasing the degree of auditing of performance
and speeding up the production of operating manuals.

6.7 The Committee has subsequently been advised that
agreement has been reached between the Department of Finance and
DITAC for an increase in DITAC’s base level of resourcing by $1.2m
which will enable a staff increase of approximately 20. As a
result, six additional officers and matching running cost
provisions have been placed in the administration of the Offsets
Program and will be applied to the areas identified above.4

6.8 However, notwithstanding the above criticisms, the type
of information provided in the 1987-88 report, e.g. achievements
by commodity classification, offsets activity etc. will be
invaluable in assessing the impact of the policy on the Australian
economy. Information on the Defence side of the Program is sadly
still confined to a minimal account of the year’s activities which
is included in the general departmental annual report. In 1587-88
less than half a page of information was provided. Ministerial
releases on an ad hoc basis providing details of offsets
achievements do not suffice as a substitute for a comprehensive
annual report. The Committee recognises that report production is
time and resource consuming, but nevertheless, comprehensive
reports are an essential mechanism for public accountability.

2, Evidence, p. S$238.
3. Evidence, p. 642.
4. Evidence, p. S233.
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6.9 As noted in the discussion at paragraph 4.23 concerning
the desirability of a joint annual report on the program, Defence
has submitted to the Committee an indicative outline of matters
that its report could cover in future. The Committee believes
that, at a minimum, statistical information comparable to that in
the DITAC report should be disclosed.

6.10 The Committee recommends that:

Annual report disclosure on matters pertaining to
defence offsets be expanded to encompass relevant
statistical data necessary to facilitate a
meaningful assessment of the Program’s status,
achievements, problems and prospects.

Evaluation of the Offsets Policy

6.11 It is important +that not only should departments be
scrutinised in their effectiveness in carrying out policy, but
that the effectiveness of the policy itself be evaluated in terms
of achieving its aims. To this end it is necessary to assess the
ountcomes of the policy against objectives and to monitor those
benefits against the costs involved.

6.12 The prime objective of the policy is the establishment
of internationally competitive activities within Australia. In
Report 270 the Committee took the view that this may be better
achieved by discounting the value of technology if it was
transferred to a subsidiary company of the overseas supplier. Both
offsets authorities have rejected this view.

6.13 In DITAC's view, the question of company ownership has
little bearing on diffusion of technology throughout Australian
industry; technology diffusion is achieved via individuals, as
recipient companies, whether foreign or Australian owned, have a
vested interest in keeping technology to themselves.

85



6.14 DITAC believes that policy objectives will be fulfilled
more effectively by treating all companies equally regardless of
their corporate links. Improvement in international
competitiveness of any company in Australia is seen as having
positive benefits for Australia and the current approach avoids
difficulties in  tracing company ownership. In this respect
Australia, Canada and Western European countries take a different
approach to that of Japan and Korea which insist on technology
transfers to locally owned companies.

6.15 The Committee sought an indication of the incidence of
such transfers to subsidiaries. About 18% of civil technology
transfers were made to subsidiaries. Prior to 1 January 198§
approximately 20% of Defence technology transfers were made to
subsidiaries, but no transfers to subsidiaries have been made
since that time.

6.16 Defence has no great concerns about technology being in
the hands of subsidiaries of foreign owned companies as, in a case
of a pefence emergency situation, the Commonwealth Government can
simply take steps to ensure that production continues in
Australia. In a small number of cages, however, Defence does
protect sensitive indigenous technologies for Australian-only
access, through provigions known as Australian Ownership and
Control of Information.

6.17 In relation to the question of ownership, the Committee
received a strong submission from the Institution of Engineers
Australia calling for a change in the Program’'s definition of
‘Australian firm’. The Institution is similarly concerned to
ensure  that intellectual component of manufacturing and
manufacturing capability remain resident in Australia. In relation
to technology transfer the Institution said:

++s it seems to us now necessary to make a
distinction between those firms that have majority
overseas ownership and those firms that have
majority Australian ownership, We believe it is
only the lattexr which can fully retain the
technology in Australian hands, and wuse the
technology to make sure that Australian industry
and Australian exports can prosper.l0

. Finance Minute on Report 270, para.l103. See Appendix B.
. Evidence, pp. 798-802.

« Evidence, p. S120.

Evidence, p. S420.

Evidence, pp. 943-4, 947.

Evidence, p. 302.
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6.18 The Institution recommended expansion of the definition
to provide that an Australian firm is one which has full
administrative and technical control of operations in Australia,
committed to an ongoing presence in Australia in such a way that
it participates in training and in the development and retention
of technical skills for on-going use within Australia and overseas
as an Australian firm, and has greater than 50% Australian holding
by Australian nationals domiciled in Australia.ll

6.19 It is noted that the civil guidelines require that any
commercially viable results of R&D undertaken under the Offsets
Program are exploited for the benefit of Australia. The Committee
empathises with the view that in order to achieve this, there is a
requirement for Australian control and _ownership of the
intellectual property resulting from that R&D.l1

6.20 Unquestionably this is a difficult area, but the
Committee has not been persuaded from its original point of view.

6.21 The Committee recommends that:

If a notional value of technology is given at the
time of technoloqgy transfer, that valuation should
be discounted if the tranafer is to a subsidiary or
otherwise associated company of the overseas
company .

6.22 The Committee heard in evidence that the Program_still
impacts upon only a small wedge of Australian industry.l3 The
Australian Civil Offsets Program Annual Report 1987-88 notes that
a total of 478 Australian firms and institutions have benefited
from offsets work over the life of the Program to 30 June 1988 and
that 23 organisations became involved in offsets for the first
time in 1987-88.14

11. Evidence, p. 307.
12. Evidence, p. 322.
13. Evidence, p. 290.
14. Department of Industry, Technology and Commerce, Australjan

Civi) Offsets Program, Annual Report 1987-88, AGPS, Canberra,
1989 p. 22,
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6.23 In seeking to establish whether the number of Australian
firms involved in offsets work was expanding or contracting, DITAC
advised the number of participating firms during the 1580s were as
follows:

Number of
Year Firms

1980-8l.v.ieuuiies 26
1981-82¢.0.0eueiav. 48
1982-83...00v000...60
1983~84....00040..117

1984-85.,

1985-86....
1986-87...........146
1987-88......04....79

Source: Evidence, pp. 618~%.
6.24 However, DITAC also advised:

The comparability of the above figures is open to
considerable doubt as during this period the method
of recording offsets activities undexrwent
significant change. The number of participants were
recorded as part of the COMAR system up to and
including 1986-87 and under NOMIS in 1987-88. It is
thought that COMAR data included sub-contractors
for offsets activities whereas NOMIS includes only
the prime contractors and those major
subcontractors subject to a separate contract with
the offsetting firm.l5

6.25 Information submitted from Defence shows that only
approximately 120 companies in Australia have benefited from the
Defence Offsets Program.

6.26 The statistics would appear to indicate a minimal impact
of the policy on Australian industry. However, these figures, like
the level of offsets obligations ~and achievements, are not by
themselves adeqguate indicators of program performance. The
effectiveness of the policy itself must be evaluated in terms of
its aims. The outcomes of such an evaluation, successful or
ot:i\erwise, should provide the rationale for continuance of the
policy.

15. Evidence, pp. 618~-9.
16. Evidence, p. S197.
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6.27

The

recent years.

(a)

(b)

(c)

()

(e)

Evidence,
Bureau of
structure

costs of the Program have been widely discussed in
Some of these are as follows:

Direct and indirect administrative costs of the
Offsets Authorities in arranging, assessing and
oversighting offsets proposals, for example,
Defence and DITAC salaries, travel, general
overheads, audit costs. (Defence estimate their
administrative costs at roughly $lm per annum) .17

Direct administrative costs to the overseas
supplier in complying with the policy.

Increases in purchase price of overseas goods.
Despite the Program requirement that offsets
proposals do not result in any price increases in
the goods purchased by Government, there are
documented cases where application of the policy
has resulted in premiums being paid for overseas
sourced goods.

The requirement to satisfy offsets requirements
reduces the number of potential suppliers.

The hidden costs to the Australian taxpayer to
support R&D and bounty payments. In view of the
emphasis given to research and exports under the
Partnerships. for Development scheme, the Committee
sought advice from DITAC as to whether any studies
had been done prior to the announcement of that
scheme, to gauge the potential impact of the scheme
on budget outlays for computer bounties and the
level of R&D tax concessions. No such studies were
undertaken, It was considered that as the computer
bounty was due to expire in 1990 the impact of the
scheme was likely to be small given that Partners
build up their activities over seven years.
Similarly the R&D tax concession was expected to
expire in 1991 and the extra cost to revenue was
not thought to be significant in the context of the
overall R&D tax scheme.

p. 866,

Industy Economics, The Australian aerospace industry
rformance and_economic issues, Research

Report 20, AGPS, Canberra, 1986, p. 311.
Advisory Group on Australian Airlines, March 1988, AGPS,

Canberra,
Evidence,

198§, p. 75.
p. 640-1.
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(f) oOther hidden costs to the Australian economy as a
whole. Concerns have been expressed that one likely
effect of the Partnerships for Development scheme
is to aggravate a shortage of skilled engineers and
technicians due to the increased level of R&D and
local manufacture. Small Australian companies in
the field could lose key personnel and the shorxtage
of suitable labour is such that smaller businesses
could face difficulties.2l Of a more general nature
are the concerns that:

. the offsets policy, by placing work with
companies in Australia not through open
competition but as a result of government
intervention, may encourage support for
activities which will not be competitive in
the long term;

. that resource allocation within Australia may
be adversely affected as the policy may
encourage the expansion of inefficient firms
at the expense of potentially efficient infant

industries;

. that maintenance of the policy weakens the
Government‘s claims against other
counter-trade policies prejudicial to

Australian exports; and

. that the policy, particularly the Partnerships
for Development scheme, may actually inhibit
the growth of Australian firms and encourage
the expansion of foreign-owned subsidiaries.

6.28 Theoretically the offsets policy, utilising the enormous
purchasing power of Commonwealth and State governments, has great
potential to boost Australian manufactured exports, but whether an
actual direct relationship can be established is questionable. In
the words of the Industries Assistance Commission:

The civil offsets program assists select industries
to an unknown extent and imposes an unknown level
of costs on the rest of the community. There is
therefore a need to improve the transparency of the
program to make the _benefits and costs more
amenable to measurement.

2l. W J Henderson, OBE, Address to Australian Chamber of
Manufacturers, 7 April 1988.

22. Industries Assistance Commission, Annual Report 1987-88, AGPS,
Canberra, 1988, p. 72.
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6.29 In achieving the objective of defence preparedness, the
BIE Dbelieves offsets play a limited role. It is designated work
that provides strategically important technology and skills.
Therefore as Defence related offsets work is usually preceded by
designated work of the same type, offsets may increase production
but do not necessarily lead to greater defence capacity or the
development of new skills.

6.30 Like policy costs, the perceived benefits of the policy,
such as increased access to international markets and
technologies are extremely difficult to assess and not readily
quantifiable. Nevertheless, program assessment must be based, to
the extent possible, on objective measurement; therefore
appropriate records must be available.

6.31 Defence’s present database has the facility to classify
offsets activities in various ways but to extract that data would
be a ‘massive task’. Por this reason the Department was not able
to comply with the Committee’s request for a breakdown of offsets
achieved by activity - information which the Committee considers
should be readily available for adequate program monitoring. This
information has never been extracted.

6.32 The Finance Minute reports the completion in November
1987 of enhancements to the Defence system to provide improvements
in data assimilation and reporting flexibility. The Defence
database is currently being updated again so as to enable faster
and more flexible report production, facilitate inclusion of
greater_ _detail and permit simultaneous access by more than one
person.

6.33 As discussed at paragraphs 1.23 - 1,26, the BIE has
undertaken the first stage of a three stage study to monitor the
costs and benefits of the civil offsets program. In its report
‘Monitoring of the Offsets Program’ the BIE stresses the
importance of post-offsets work in assessing the success of the
Program. Receipt by companies in Australia of follow-up exports
not as a vresult of offsets provisions would indicate policy
success. The BIE proposed that the Offsets Branch establish annual
contact with firms benefiting from the Program to establish the
extent of their post-offsets activity.20® The Committee believes
that the point is of equal import to Defence.

23, Bureau of Industry Economics, The Australian aerospace industry
structure, performance and economic issues, Research
Report 20, AGPS, Canberra, 1986, p. 320.

24, Evidence, p. 931.

25. Evidence, p. 883.

26. Bureau of Industry Economics, Monitoring of the Qffsets Program,
Program Evaluation Report 3, AGPS, Canberra, 1987, p. 35.
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6.34 Subsequent to the public hearings where this matter was
discussed, Defence has advised that under a management improvement
initiative they are developing a program to survey (by
questionnaire) all Australian companies that have undertaken
defence~-related work. The purpose of the survey is to establish a
database which provides information to Defence on the extent of
capabilities that exist in Australia, not only those acquired
through the Offsets Program but also resulting from doing business
with Defence.2’

6.35 The BIE report also highlights deficiencies in the DITAC
database and suggested that:

(a) for effective program monitoring, more effort
should be devoted to obtaining necessary data on
delivery or payment dates and final prices; and

(b) details of major subcontractors to Australian
beneficiaries be included in the database to assist
in assessing the benefits from diffusion of
technology transfer, training and R & D. The BIE
also suggested inclusion of additional database
fields to record more details of the Australian
beneficiaries’ operations such as industry, size of
workforce, turnover and proportion devoted to
offsets, ownership and__export performance of
Australian beneficiaries.

6.36 DITAC has as yet no timetable to develop and expand
its database as the issue of data capture is still being examined.
In June 198%, DITAC has advised that enhancements to the
information collecting process, planned to be implemented over the
next few months, will address the BIE‘s concerns about reporting
of purchases and collection of final prices and payment. The
recommendations relating to the activities of Australian
beneficiaries have been implemented in part but need to be
discussed further with State authorities.

6.37 Although the BIE originally expected to initiate stage 2
of their study in early 1988 when the 1986 guidelines had been in
force for a reasonable settling-in period, because of the extent
of recent changes to the Program it is now expected that the next
stage of the review will be commenced in 1990. Following this, a
judgement will be made as to when the final stage could be
initiated.

27. Evidence, p. S275.

28. Bureau of Industry Economics, Monitoring of the Offsets Program,
Program Evaluation Report 3, AGPS, Canberra,- 1987, pp. 34-5.

29, Evidence, p. 639. .

30. Evidence, p. 640.
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6.38 The Committee recommends that:

6.39 The

The NOMIS database enhancements be completed
at an early date to enable adoption of the
recommendations of the Bureau of Industry
Economics.

The Department of Defence report in the
Finance Minute on the progress of improvements
to its offsets database and that those
improvements take into account the
recommendations of the Burean of Industry
Economics in relation to the Department of
Industry, Technology and Commerce database.

The Department of Defence report in the
Finance Minute on the results of its survey as
it specifically relates to the Offsets
Program.

At the earliest opportunity, an independent
full scale assessment be undertaken of the
national significance of the offsets policy,
in particular to identify and quantify all
policy implementation costs, and agssess the
success or otherwise in meeting both its civil
and defence objectives.

Committee received a submission from the Department

of Finance stating:

It is questionable whether offsets, with their lack

of

transparency, uneven application and

administrative overheads constitute an efficient
instrument; industries deemed to be worthy of
assistance could well be much better assisted by
bounties (such as presentlg exists for the computer
industry) or even tariffs.31

6.40 Whilst the Committee has insufficient expertise to judge
the efficacy of the suggested alternatives, the Committee is in
complete accord with the thrust of the statement. For this reason,
the Committee views the final recommendation above, as its most

significant.

31. Evidence, p. S037.
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6.41 If, after nearly 20 years of operation, it cannot be
conclusively demonstrated that policy objectives are being
achieved and outweigh all direct and hidden program costs, then,
it is suggested, serious consideration should be given to the
abolition of the offsets policy.

R E Tickner, MP —~

Chairman,
29 November 1989
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APPENDIX A

JCPA REPORT 270 - IMPLEMENTATION
OF THE OFFSETS PROGRAM

Summary of Recommendations

The Committee’s recommendations listed below are
cross-referenced to their locations in the text of Report 270. The
Committee’s analysis in the text should be referred to when
considering these recommendations.

The Committee recommended that:

The Department of Industry, Technology and Commerce
develop a comprehensive database and directory on
the capabilities, technologies and interests of
loczl industry by 31 December 1987. (paragraph
2.16)

. The offsets authorities forthwith publish and
distribute to local industry seeking offsets work,
a comprehensive directory of overseas firms
participating in the offsets program. The directory
must include:

- details of each firm’s business in terms of
products, technologies and interests;

- the nature and scale of its offset
obligations; and

- non-sensitive information on the nature and
scale of its acquittal plans. (paragraph 2.29)

. All organisations subject to the Offsets Program
publish forward procurement plans as. early as
practicable consistent with their operating and
commercial circumstances. (paragraph 2.46)

. An industry advisory group concerned solely with
the offsets program, and with terms of reference
similar to the former Offsets Advisory Committee be
re-established by 30 September 1987. (paragraph
2.57)
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The Departments of Industry, Technology and
Commerce, and Local Government and Administrative
Services report in the Finance Minute on the extent
to which purchasing authorities comply with the
existing reporting procedures. (paragraph 3.9)

The Departments of Industry, Technology and
Commerce, and Local Government and Administrative
Services recommend procedures with a view to making
collection of data more rigorous and report in the
Finance Minute. (paragraph 3.9)

The Department of Industry, Technology and Commerce
report in the Finance Minute on both the
cost-effectiveness and legality of applying offsets
to accumulated orders. (paragraph 3.16)

The Standing Interdepartmental Committee on Offsets
take responsibility for clarifying the relationship
between the Offgets and Purchasing Preference
Policies and eliminate any confusion amongst
affected suppliers to the Commonwealth. (paragraph
3.24)

The outcome of efforts directed to resolving the
confusion and conflict between the various State
and Commonwealth offsets programs be reported in
the Finance Minute. (paragraph 3.,29)

The terms of referencer for the Standing
Interdepartmental Committee on Offsets be revised
in  accordance wtih the Govermment’s decision
following the Inglis Report. (paragraph 3.37)

The Standing Interdepartmental Committee on Offsets
reconvene as a matter of urgency and meet
frequently, regularly and at a senior level to
ensure adequate interdepartmental liaison on the
offsets program. (paragraph 3.37)

The civil and defence offsets authorities increase
their efforts to present the offsets program as a
single program and, to this end:

- co-operate closely in the joint publication of
the proposed directory of relevant local
firms;

- agree on specific plans for both the joint
publication of a directory of overseas firms
and an annual report; and

~ revigse the guidelines, on a joint basis, as
required. (paragraph 4.16)
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The  Departments of Defence, and Industry,
Technology and Commerce examine the need or
otherwise for the current dual administration of
offsets, and in particular, investigate means
whereby the administrative role can reside solely
within the Department of Industry, Technology and
Commerce whilst maintaining suitable links with
defence industry policy. (paragraph 4.27)

The ‘new work’ criterion in the guidelines be
redefined as a new activity for the company in
Australia which is unrelated to customer support,
distribution or marketing of existing products.
(paragraph 5.14)

The guidelines booklet be revised and updated as a
matter of priority. In addition to the matters
covered in this report, the thrust of the revision
should be to clarify areas of uncertainty and
anomaly, and to reduce areas of unnecessary
administrative discretion. (paragraph 5.50)

The results of decisions by the offsets authorities
be well documented and published in order to
establish a comprehensive register of precedents to
ensure consistency and equity in subsequent
decisions. Furthermore, significant precedents
should be reported to the Minister and described in
the annual report of the program. (paragraph 5.50)

In any entirely new circumstances (especially those
that may be open to challenge), the offsets
authorities arrange or undertake an independent
assessment of the situation prior to entering any
negotiations with. the overseas supplier. (paragraph
5.53)

When valuing technology transferred, the offsets
authorities should use:

(i) paragraph 6.3 (a) (iii) of the Guidelines for
Participants ie ‘the selling price of all
incremental sales of locally produced items
derived from the technology over an agreed
period.’; or, if this is not possible,

(ii) a discounted valuation if a notional valuation
of technology is given at the time of
technology transfer and it is transferred to a
subsidiary or otherwise associated company of
the overseas company. (paragraph 5.63)
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The proposed manual for staff of the civil offsets
authority be completed as soon as possible. The
manuals for both authorities should:

- specify a time limit for response to offsets
proposals;:

- detail the areas and limits of staff
discretion including the levels of delegated
authority;

- dictate a methodical and reliable procedure
for recording all offsets dataj;

= be r.egularly revised; and

- prescribe information that is to be made
available to the public. (paragraph 5.75)

Penalty clauses be included in all contracts/deeds
of agreement entered into. (paragraph 6.28)

The work being undertaken to correct and update the
records of both offsets authorities, together with.
any other work yet to be commenced and the
timetable for its implementation, be reported in
the Finance Minute. (paragraph 6.35)

The planned study by the Bureau of Industry
Economics on civil offsets be upgraded to a full
cost-benefit evaluation and completed as soon as
possible. (paragraph 7.16)
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% APPENDIX B

AL
MINISTER FOR FINANCE PAERTHOUSE
77007 K88

Mr R.E, Tickner, MP

Chairman

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2800

Dear Mr Tickner

In accordance with the agreed arrangements I enclose the
Department of Finance Minute on your Committee's 270th
Report entitled *Impiementation of the Offsets Program®.

I also note that in your letter of 29 September 1988 you
wrote to me expressing the Committee's concern with delays
in responses to Finance Minutes and in particular to
Report 270.

I propose to write to you shortly on this issue.
Yours sincerely
I‘it:) Ledr

PETER WALSH



DEPARTMENT OF FINANCE MINUTE

1. This minute has been prepared on the basis of
responses received from the Departments of Industry,
Technology and Ccommerce, Administrative Services,
Attorney-General's, Finance, Treasury, Defence,
Foreign Affairs and Trade and the Australian Trade
Commission.

2, In this chapter each of the Committee's
recommendations is reproduced in turn and is followed by
the response. In addition to the responses, the following
general comments are made,.

3. In preparing its response to the Committee’s
recommendations and conclusions in the Finance Minute, the
Department of Finance considers that the inclusion of a
general comment on the cost-effectiveness of the Offsets
Program is appropriate. Following inclusion of Finance's
general comments, DITAC expressed a desire that their
general comments on the program should also be included.
Both general comments appear hereunder,

General Comments from the Department of Finance.

4, The Offsets Program involves ecoaomic penalties in
that it creates  additional costs because suppliers are
obliged to engage in activities which they would not
otherwise undertake for normal commercial reasons. The
types of costs involved are:

. administrative (eg staff employed specifically to
arrange offsets and obtain approvals plus overheads
such as overseas travel); and

. intangible (eg if the offset is high technology,
there is a learning curve for a local company).

These costs entail a price premium which may be charged to
purchasing authorities.

5. As a form of industry assistance the Offsets Program
also has weaknesses. It adds an extra layer of protection
to Australian firms involved in the program and raises the
question about whether the program may encourage
inefficient resource allocation. As well, the protection
is opaque in the sense that the costs of the policy are
not readily amenable to public scrutiny.

6. Reviews of the Offsets Program have noted the
difficulties with obtaining information on price premiums
paid by the Government on purchases subject to offsets.
In this regard, the Bureau of Industry Economics was
assigned the task of developing an independent system to
monitor the costs and@ benefits of the offsets policy
following the Government's consideration of the report of
the Inglis Committee of Review on Offsets.
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7. In its 270th Report, the Committee has made
recommendations about the operation of the offsets program
following the acceptance by Government of a majority of
recommendations in the Inglis Report. The recommendations
are primarily concerned with:

. the availability of appropriate directories providing
details of the overseas suppliers involved in the
Offsets Program and the capabilities of Australian
industry;

B measures to assist local firms to become involved in
the program;

. introduction of measures to ensure compliance with
the Offsets Program requirements by overseas
suppliers and by purchasing authorities;

. the establishment of appropriate industry and
official consultative mechanisms to provide input to
the administration of the Offsets Program; and

. clarification of the Offsets Program guidelines to
minimise the level of administrative discretion.

The Department of Finance supports the broad thrust of the
Committee's recommendations in that they seek to increase
the transparency of the Offsets Program and promote
greater accessibility and organisational simplicity.
However, Finance does not support unnecessary duplication
of activities already undertaken within the public sector
or those able to be provided commercially. To this extent
Finance opposes adoption of Recommendation 1 of the
Committee's Report.

General Comments from the Department of Industry,
Technology and Commerce

8. The Department of Industry, Technology and Commerce
(DITAC) considers that the Australian Civil Offsets
Program is an important element in the Government's
strategy to “"internationalise" Australian industry. It
provides considerable leverage to Australian industry to
gain access to markets and technologies which would
otherwise not be readily available. The criteria for
eligible offsets ensure that only commercially viable,
internationally competitive, export oriented activities
are undertaken.

9. DITAC supports the thrust of the Committee's
recommendations designed to increase the number of
Australian firms that can benefit by the program and to
ensure that overseas suppliers fulfil their offsets
obligations. The introduction of the Australian Civil
Offsets Program in March 1988, co-ordinating
Commonwealth-State offsets programs, will achieve these
objectives and provide an appropriate consultative
mechanism and management information system. Also a large
number of overseas suppliers in the aerospace and
information industries have now entered into 1long term
arrangements, either Pre-Qualified Offsets Supplier (PQOS)
Agreements or Partnerships for Development Agreements.
These agreements are encouraging transnationals to invest
in Australia as part of their global corporate strategy
rather than simply meeting offsets obligations as a result
of selling to Government. 101



10.. DITAC considers the program involves minimal
administrative costs and there is no quantifiable evidence
that there are costs in terms of a price premium on
Government purchases. The Department's overall assessment
is that offsets are of considerable net benefit to
Australian industry.

Recommendation 1 (paragraph 2.16 of Report 270)
The Committee recommends that:

The Department of Industry, Technology and Commerce
develt_)p a comprehensive database and directory on the
capabilities, technologies and interests of local
industry by 31 December 1987.

Response by the Department of Industry, Technology
and Commerce

11. DITAC accepts the need for comprehensive databases
and directories on the capabilities, technologies and
interests of local industry.

12. However, there are currently in excess of 650,000
£irms in Australia and the development of one
comprehensive industry data base would be a costly and
time-consuming exercise which the Department does not have
the resources to undertake. Furthermore, the extent of
such a directory would far exceed the needs generated by
the Offsets Program.

13. A national offsets program came into operation on
1 March 1988. Under the program State Offsets Authorities
have primary responsibility for the involvement of
additional 1local companies and will initially use their
existing industry data bases to assist this activity. A
number of States have indicated that they are currently
involved in the further development of their data base.
The National Industry Extension Service (NIES) subscribes
to the Austrade (APSIS) data base and 1is currently
developing ways in which this data can be enhanced to make
it more suitable for their needs. DITAC has access to
APSIS through NIES and will participate in the development
of the information held.

14, Generally speaking, it is the responsibility of the
pverseas supplier to propose suitable offsets arrangements
and to locate an Australian beneficiary. While the
existence of an industry capability directory may be of
some assistance in this respect, Australian firms need to
play a more active role if the Offsets Program is to
operate effectively and to the benefit of Australian
industry. There is a need for Australian industry to
prepare proposals to overseas suppliers of a standard
which will win recognition and acceptance. Firms should
have a good understanding of the Offsets Program, and to
have developed a strategy as to how the program can assist
the firm achieve its corporate objectives.

[
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15. DITAC sees its role in respect of the Government's
Offsets Program as that of gathering intelligence in
relation to the capabilities required of local industry by
overseas suppliers, State Authorities assist local firms
take advantage of the’ opportunities which are available
under the Program and provide detailed advice to overseas
suppliers in regard to the capabilities of Australian
companies in their area of responsibility. However DITAC,
in  conjunction with the relevant State Government
Authorities, proposes to produce a 1list of Australian
industry directories for distribution to overseas
suppliers at an early date, The necessary information has
been requested from the National 1Industry Extension
Service (NIES) and the States.

16. The development of a specific data base for offsets
purposes was not supported by the Government Offsets and
Procurement Advisory Committee (GOPAC) which took the view
that the existing NIES and 1Industrial Supplies Office
network should be utilised and, if necessary, augmented.

17. DITAC believes that if anything more is justified
then it should be developed by those who have a commercial
rationale for doing so and is therefore a function more
appropriately performed by the private sector. A number
of privately developed directories already exist or are in
the process of being developed.

Recommendation 2 (paragraph 2.29 of Report 270)
The Committee recommends that:

The offsets authorities forthwith publish and
distribute to local industry seeking offsets work, a
comprehensive directory of overseas firms
participating in the offsets program. The directory
must include:

- details of each firm's business in terms of
products, technologies and interests;

- the nature and scale of its offset obligations;
and

- non-sensitive information on the nature and
scale of its acquittal plans.

Response by the Department of Industry, Technology
and Commerce

18. DITAC currently produces a list'of overseas companies
participating in the Australian Civil Offsets Program and
their contact points, which is widely distributed to local
industry. This 1list is updated regularly and a current
copy is attached (Attachment 1). It does not, however,
include all the details recommended by the Committee. The
following paragraphs comment on the three aspects raised
in the Committee's recommendation.
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19. The offsets administration tends to be most familiar
with business activities of its suppliers insofar as they
relate to the product purchased by the Commonwealth. Some
of these suppliers have a single well known product line,
others are diverse corporations with many activities. 1In
general it has proven difficult to involve divisions of
corporations which are not suppliers to the Government in
the offsets obligations of another division of the same
corporation. To indicate otherwise would be to mislead
local industry. Nevertheless the Offsets Authority is
expanding its knowledge base on major overseas suppliers
and is actively negotiating at the corporate 1level to
involve other divisions in meeting offsets obligations.

20. The Government accepted the recommendations of the
Inglis Committee of Review on Offsets that the commitments
of individual companies not be published, .except in the
case of major delinquencies. Since the introduction of
the revised offsets policy in March 1986, considerable
work has been done on establishing an agreed offsets
position with the majority of overseas suppliers. This
has involved a systematic process of reconciliation
particularly in the context of the Pre-Qualified Offsets
Supplier Scheme. However, previous experience is that the
release of such information would provoke a strong
reaction from many overseas suppliers who would dispute
the accuracy of the figures guoted. There are a number of
difficulties associated with releasing such information:

- the information rapidly becomes dated as the nature
and scale of a supplier's offsets obligations are
subject to constant change as the supplier incurs new
obligations and progresses towards the fulfilment of
existing ones;

- gross figures on obligations do not provide any
indication of the time-scale of the obligations or
the existence of any long-term agreement to acquit
these obligations; and

- the existence of a large obligation arising from a
recent major purchase may give the impression of
delinquency giving the overseas supplier unwarranted
adverse publicity.

21. DITAC's list of overseas companies participating in
the Australian Civil Offsets Program lists contact points.
for those companies; where possible, Australian contacts
are also 1listed. This information is made available to
those Australian companies who wish to seek offsets work.
It is strongly recommended that inquiries be made first to
the Australian contact of the overseas supplier. Listing
in this publication dces not imply anything about the
performance of overseas companies in meeting their offsets
obligations, Rather it provides an indication of those
companies that have supplied and expect to continue.to
supply goeods and services to the Commonwealth and will
thereby incur offsets obligations.

22, There are some general observations which DITAC would

make in regard to this recommendation, which are set out
below.
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23. Overall, DITAC believes that it is unrealistic to
expect that publication of a list of overseas companies
with outstanding offsets obligations will assist local
industry better to participate in the Program. The
reasons are outlined below:

- overseas suppliers to the Government are generally
very large corporations often with a single or
limited range of products; it is therefore difficult
to match the aspirations of a small Australian
company with the corporate goals of a transnational;

- while the Civil Offsets Authority has developed new
guidelines to assist small local firms to participate
in the Offsets Program (for example, the introduction
under the Program of venture capital funds
specialising in seed and early start-up investments)
it is always likely to be difficult for small firms
in many areas to participate:

f Australian companies need to be aware that a
great deal of time and effort is often required
to secure ongoing contracts with overseas
suppliers particularly when the overseas
supplier already has established sub-contractors
and suppliers;

. these companies need to be able to perform in
terms of gquality, price and delivery and
demonstrate a capability and a willingness to
become involved in the Program;

- DITAC's experience indicates that to make the
information available, with all the necessary
extensive explanations and qualifications, is not
likely to assist additional local firms win offsets.
The present system, which encourages iocal firms to
target appropriate overseas suppliers and then to
discuss offsets prospects with the Department, State
Authorities, Austrade and Defence, tends to inform
local firms more fully and help them to avoid many of
the pitfalls which exist in winning their irst
offsets order; and

- local firms should be targeting those overseas
suppliers whose activities are most relevant to their
own activities rather than on the basis of the size
of the outstanding obligation. Furthermore it may
well be the case that overseas suppliers with little
or no outstanding obligations are the companies most
likely to be receptive to proposals put to them by
local firms. In this respect it should be noted that
overseas suppliers are able to accrue credits to
offset anticipated obligations.



24. With regard to the first part of the recommendation,
DITAC engaged a consultant to acquire information on
overseas companies in the information technology area to
assist in the negotiating process. The information sought
by DITAC included details of the global strategy for
manufacturing and research and development of a number of
major transnational corporations in the information
technology area and of the investment incentives provided
by other countries:

- this information has been made available to the State
Offsets Authorities for dissemination to local
industry; and

- a similar exercise is currently being undertaken in
the aerospace industry in regard to individual
corporations.

28, DITAC has developed a bi-monthly magazine entitled
the *“Australian Technology Magazine" with the primary
objective of disseminating information on new developments
and opportunities arising under the Department’s
programs. It is proposed to use this magazine to convey
information to local industry on the opportunities
available under the Offsets Program and non-sensitive
information on the nature and scale of a supplier's
acquittal plans. {(Copies are available on request from
DITAC.) 1Initial copies of the magazine were included in
the Financial Review.

26, The inclusion of the States under a2 national Offsets
Program is also likely to improve local industry's access
to information and opportunities related to the Civil
Offsets Program, The States will have access to the
Department's management information system for the Civil
Offsets Program and will be responsible for much of the
delivery of the program.

27. The progressive expansion of the concept of longer
term agreements not related to specific purchases such as
Pre-Qualified Offsets Supplier Agreements, Partnerships
for Development Agreements and other forms of corporate
Agreements will in the short term cover those overseas
corporations which between them contribute a substantial
majority of all offsets obligations. As these agreements
are of necessity closely linked to corporate development
plans the corporations involved regard them as highly
confidential.

28. The information contained in these agreements has
little short term relationship to a corporation's offsets
obligations and if the acquittal plans were made
non-sensitive to a degree acceptable to the corporations
involved, it is DITAC's view that they would be so vague
as to be meaningless. The Department reiterates its view
that local firms should be encouraged to contact offsets
authorities for guidance in this matter.



Response by the Australian Trade Commission

29, In regard to this recommendation, the Australian
Trade Commission (Austrade) experience is that the
information on offsets obligations already provided by
DITAC, together with other initiatives designed to inform
Australian industry of offsets opportunities, adequately
serves the purpose of encouraging Australian companies to
seek  export markets through the offsets vehicle.,
Additionally, the form in which it is made available
encourages firms to seek advice and assistance from
Austrade offices both in Australia and overseas. This in
turn provides Austrade with the opportunity to provide
professional support aimed at ensuring many of the
pitfalls and problems which could be encountered, are
avoided.

Response by the Department of Defence

30. The concept of distributing a comprehensive directory
of overseas firms participating in the Offsets Program :5
agreed, and Defence has already prepared a directory to
meet this need. The directory includes the name of the
overseas firm, telephone and telex contact numbers,
information on the contract value and a statement of what
industry the firm is involved in. Difficulty has arisen
and will continue to arise when addressing acquittal
plans. Local industry alsc has alternative avenues for
getting a more detailed insight into overseas firms
obligations/intentions through its existing relationships
with such firms, contract data published in the Australian
Government Purchasing Gazette and contacting offsets
authorities for advice.

Recommendation 3 (paragraph 2.46 of Report 270)
The Committee recommends that:

211 organisations subject to the Offsets Program
publish forward procurement plans as early as
practicable consistent with their operating and
commercial circumstances.

Response by the Department of Administrative Services
and the Department of Industry, Technology and
Commerce

31. In December 1981 the (then) Public Service Board
issued guidelines for the Production of ADP Strategic
Plans. Those guidelines were superseded by Corporate
Information Technology Planning Guidelines issued by the
Department of Finance in  October 1987. Finance's
Guidelines provide for the development by Commonwealth
agencies of forward procurement plans identifying
requirements for information technology equipment and
services for the three year period of the agencies'
strategic plans. The forward procurement plans are to
comprise a detailed schedule of information technology
equipment to be acquired, together with proposed costs and
timings for procurement.



32, The Inglis Committee of Review on Government High
Technology Purchasing Agreements, which reported to the
(then) Minister for Local Government and Administrative
Services and the Minister for Industry, Technology and
Commerce in February 1987, made a series of
recommendations in relation to forward procurement plans.
These recommendations included:

. that all Commonwealth agencies prepare forward
procurement plans identifying requirements for
technology intensive products and services for a
period up to three years in advance and updated
annually; these plans should be consistent with any
Government decisions on the forward estimates of
those agencies dependent on Budget appropriations;

that the Department of Finance and the (then)
Department of Local Government and Administrative
Services develop appropriate rules and guidelines for
this process in consultation with agencies; and

. that forward procurement plans be consolidated and
published annually by the (then) Department of Local
Government and Administrative Services, bearing in
mind national security, commercial and like
considerations.

33. Recommendations in the Inglis Report accepted by the
Government form the basis for the work of an Inglis Report
Implementation Task Group comprising officers of DITAC and
the Department of Administrative Services. This Group is
responsible for implementation of the Inglis
recommendations and one of its priorities is the
development of forward procurement plans. The Task Group
commenced operating in June 1988 and progress will be
regularly monitored by the Departments involved.

34, The National Preference Agreement, in its Memorandum
of Understanding, also includes a commitment for
Commonwealth and State purchasing agencies to work towards
the publication of forward procurement plans with a view
to achieving greater uniformity. In this context the
Government Offsets and Procurement Advisory Committee
(GOPAC) considered that the three years proposed by the
Inglis Committee should be a minimum figure and be
supported by longer term projections where possible.

Response by the Department of Defence
35, Defence advised that it has in place a system for the
early release of consolidated information on minor capital
procurement plans and is considering a similar release of
the unapproved major capital program to industry.

Recommendation 4 (paragraph 2,57 of Report 270)

The Committee recommends that:

An industry advisory group concerned solely wigh.the

offsets program, and with terms of reference similar

to the former Offsets Advisory Committee, be
re-established by 30 September 1987.
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Response by the Department of Industry, Technology
and Commerce

36. DITAC is committed to the concept of an industry
consultative mechanism associated with the administration
of the Civil Offsets Program. While recognising the need
to ensure effective consultation with industry, the
Department is of the view that is is not necessary to have
@ separate industry advisory group when the mechanism
currently exists which will provide industry with the
opportunity to convey its views on the operation of the
Civil Offsets Program, DITAC is also concerned to reduce
the number of committees and working groups currently
serviced by the Civil Offsets Authority.

37. Accordingly, the functions of the Offsets Advisory
Committee (OAC) have been combined with those of the State
Preferences and Industry Restructuring Advisory Committee
(SPIRAC) to form a new tri-partite committee called the
Government Offsets and Procurement Advisory Committee
(GOPAC). The membership is based upon that of SPIRAC with
enhanced industry representation. Industry representation
on GOPAC ensures effective co-ordination with industry
policy developments in relation to the information,
aerospace, electronics and scientific and medical
equipment industries. A number of the industry members of
GOPAC were previously members of OAC. (List of GOPAC
members is at Attachment 2).

38, Furthermore, an advisory body which incorporates
representatives of State Governments is now essential to
the operation of the Australian Civil Offsets Program.
Under the national program the relevant State Departments
will have a2 similar role to that of industry
representatives, that is, promotion of the offsets
program, advising on industry capabilities, providing
input on policy issues and reviewing progress of the
Program. The States will have much of the responsibility
for the delivery of the Civil Offsets Program and GOPAC
will provide an effective mechanism for State
representatives to consult with representatives from
industry.

39. GOPAC's role in relation to the Offsets Program is to:

. provide advice on the development and
implementation of government offsets policies;

. develop a uniform Commonwealth-State approach to
offsets policy:; .

promate the Offsets Program and review
progress; and

identify particular industry or product groups
which could be assisted by the Program.

Meetings will be of sufficient frequency and structured to
allow adequate time for discussion of offsets issues.
GOPAC met for the first time on 4 June 1987 and again on
28 August 1987 and 7 July 1988, It is expected that t:.he
Committee will meet two or three times a year. A Standing
Sub~Committee has been established which will meet more
frequently to deal with particular matters referred by

GOPAC. l 09



‘?0. GOPAC has already considered a range of issues
including:

DITAC's response to the recommendations of the JCPA
Report on the Implementation of the Offsets Program;

- in particular GOPAC has considered this
recommendation and suggests that given the
emergence of the Australian Civil Offsets
Program the present arrangements are more
appropriate;

proposed r.:evisions to the Australian Civil Offsets
Program Guidelines (guidelines are at Attachment 3);

. Partnerships for Development Agreements.

41. 1Industry has also had the opportunity to provide
comments on the operation of the Offsets Program through
other mechanisms, for example, the Industry Councils. At
the last meeting of the Australian Manufacturing Council a
proposal for a joint councils' working party on offsets
was endorsed. The working party which has met on a number
of occasions with Departmental representatives present,
also provided comments on the proposed changes to the
Civil Offsets Program Guidelines, and these comments were
taken into account in finalising the guidelines.

Response by the Australian Trade Commission

42. Austrade, as a member of GOPAC, is able to put
forward its views on the use of the Offsets Program as a
marketing tool. Membership also provides the opportunity
for closer liaison with the States which facilitates
better co-ordination of support provided to firms seeking
involvement in the offsets program.

Response by the Department of Defence

43. The Defence Industry Committee, which is chaired by a
senior businessman (Mr John Hooke, CBE) and comprises
senior commercial, Service and Government civilian
personnel, advises the Minister for Defence on the
implementation of the Defence Offsets Program. Defence
supports the reforming of a committee similar to the
Offsets Committee and will serve on it.

Recommendation 5 (paragraph 3.9 of Report 270)
The Committee recommends that:

The Departments of Industry, Technology and Commerce,
and Local Government and Administrative Services
report in the Finance Minute on the extent to which
purchasing authorities comply with the existing
reporting procedures.

Response by the Department of Industry, Technology
and Commerce

44, The Civil Offsets Authority has worked with the
Department of Administrative Services (DAS) and the Bureau
of Industry Economics (BIE) seeking to identify areas 'of
non-compliance with the existing offsets reporting
procedures or areas of Government purchasing to which the
offsets policy has not been appliidj:o‘



45, No major areas of non-compliance were identified and
it is considered that the recent higher profile of the
program has served to create greater awareness in
purchasing authorities. A number of areas such as
purchases by hospitals and Commonwealth purchases made
against State period contracts were identified and will be

addressed in the context of Commonwealth/State
consultation under the Australian Civil Offsets
Agreement. Overall DITAC's impression remains that

compliance is generally satisfactory and that action now
in hand will result in a further marginal improvement.
(See BIE Review of Offsets Program at paragraphs 126 to
133 below.)

46. Details of many of the factors «contributing to
improved compliance by both suppliers and purchasing
authorities have been addressed elsewhere in  the
response. (See response to Recommendation 20, para 6.28;
at paragraph 113 below). The promotion of the Australian
Civil Offsets Program held early in 1988 better informed
purchasing authorities of the new Offsets Program
requirements. The development of the new Offsets clauses
in Requests for Tenders and redrafting of contract clauses
by the Commonwealth and sState offsets authorities,
including redrafting of the offsets section of the
Commonwealth Purchasing Manual, will improve purchasing
authorities’' understanding of the program.

Response by the Department of Administrative Services

47. The basis for the current Offsets Program is set out
in the joint statement made by the Minister for Industry,
Technology and Commerce and the Minister for Defence on
1% January 1986. The statement indicated that the
Government had accepted the thrust of the recommendations
of the December 1984 Report of the Committee of Review on
Offsets.

48. One recommendation was that a directive be given to
all Government purchasing authorities requiring them to
provide a return each financial year to the Offsets
Authority in DITAC detailing their overseas purchases.
Purchasing authorities were alsc to be required, in the
case of civil purchases, to provide copies of all Requests
for Tender where contracts were expected to exceed offsets
thresholds to the Offsets Authority.

49. Although no directive was in fact issued to
purchasing authorities in the terms recommended by the
Committee, the Offsets Authority has established
appropriate reporting 1links with Commonwealth purchasing
authorities. Under the arrangements established by DITAC,
purchasing authorities provide advice to the Offsets
Authority of Requests for Tender where contracts are
expected to exceed the offsets threshold and are required
to ascertain from the Offsets Authority whether overseas
suppliers have offsets clearance before entering inte
contracts.
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50, Advice of tenders invited and contracts arranged by
purchasing authorities subject to the Audit Act is
published in the cCommonwealth (Purchasing and-Disposals)
Gazette., The Gazette thereby provides a mechanism for the
Offsets Authority to check that the separate reporting
procedures it has established with purchasing authorities
are operating satisfactorily. Where procurement is
carried out by way of exemptions procedures provided for
under the Finance Regulations, the contracts arranged
notification is the only mechanism available at present to
the Offsets Authority for identification of purchases
sullnjiegt to the Offsets Policy for which tenders were not
called.

51. The requirement to advertise tenders invited and
contracts arranged is prescribed in Finance
Direction 25/23 and Regulation 53 respectively. The
requirement that tenders are to be publicly invited for
supplies, the estimated cost of which exceeds $20,000 (ie
above the public tender threshold), flows from the

provision of Finance Regulation 52, although this
Regulation does not specify the medium by which the
invitation is to be effected. Finance Direction 25723

requires that invitations to tender be published in the
Gazette as soon as possible after the tender documentation
has been prepared and prior to the issue of the
documentation. The inclusion of contracts arranged in the
Gazette is prescribed in Finance Regulation 53 which
states that all contracts over $2000 must be notified in
the Gazette as soon as possible after the contract has
been awarded.

52. While the existing reporting procedures established
by DITAC with purchasing authorities should provide
adequate information to the Offsets Authority of single
orders placed overseas where the duty free price of the
purchase exceeds the offsets threshold of $2.5m, they do
not necessarily ensure that the Offsets Authority will
receive advice of orders below the offsets threshold which
are subject to the cumulative orders provisions of the
Offsets Program.

53. This point has been taken up with DITAC with a view
to reporting procedures being more clearly specified in
the Commonwealth Purchasing Manual. The Offsets chapter
of the Manual, which is issued by DAS, is being revised in
the light of changes to the Offsets Program arising from
the negotiation of the Australian Civil Offsets Agreement
with the States.

54. The requirement for public notification through the
Commonwealth (Purchasing and Disposals) Gazette of tenders
invited and contracts arranged is being reviewed as part
of the Financial Management Improvement Program (FMIP)
Review of Commonwealth-wide Procurement. This Review aims
to reform government purchasing service-wide and to
promote greater efficiency, effectiveness and economy with
a view to improving the regulatory framework of
Commonwealth procurement and existing policies and
procedures. It is anticipated a submission will be
considered by the Government in the near future.
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Recommendation 6 (paragraph 3.9 of Report 270)
The Committee recommends that:

The Departments of Industry, Technology and Commerce,
and Local Government and Administrative Services
recommend procedures with a view to making collection
of data more rigorous and report in the Finance

Minute.
Response by Department of Industry, Technology and
Commerce

55. DITAC accepts this recommendation. Since the

introduction of the revised Offsets Program in March 1986
much. has been done to improve the regular acquisition of
data from participating companies. There has been a
significant increase in the volume of returns now received.

56. The collection of information on Government purchases
of goods and services from overseas suppliers has, in the
past, been a major difficulty in the administration of the
Australian Government Offsets Program,. There is no
central source of information on Government purchases and
purchasing agencies have generally not accorded a high
priority to maintaining up to date records which they are
able to provide to the Offsets Authority.

57. DITAC has addressed this problem in a number of ways:

. the announcement of the new policy itself helped to
raise its profile with purchasing authorities;
clearer policy objectives and guidelines have also
improved notification and compliance;

. the introduction of Pre-Qualified Offsets Supplier
({PQDS) Agreements has meant that suppliers who are
party to these agreements are required to report to
the Offsets Authority on a regular basis providing
details of all sales to the Government;

. the broad application of PQOS and "Partnerships for
Development™ Agreements particularly in the
information technology area will make a significant
contribution to overcoming the problems associated
with data capture;

- a number of companies (19 as at 31 August 1988)
in the information technology and aerospace
areas have now signed PQOS agreements and
negotiations are currently underway with an
additional thirty companies in respect of PQOS
or Partnerships for Development Agreements.

. the introduction of Partnerships for Development
Agreements as an alternative to PQOS or the contract
by contract approach to offsets will also make a
significant contribution to overcoming the problem of
notification of purchases;
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- the “Partnecrship” scheme encourages
transnational corporations to contribute to the
implementation of the Government's industry
strategies by expanding their activities in
Australia. The transnational corporations will
. provide direct links to international markets
for Australian developed products and services
and undertake product development work to
achieve agreed levels of exports and research
and development which was based upon a,
corporation’s gross imports. Overseas suppliers
which enter into Partnership for Development
agreements are exempt from the requirements of
the Offsets Program. To date a number of
companies (12 as at 31 August 1988) in the
information technology area have entered into
"Partnership” agreements. (Details of
Partnership. for Development proposals are at
Attachment 4.) -

58. Previously, measures taken by overseas companies to
comply with Telecom's local content policy were deemed to
satisfy offsets requirements. This is no longer the case
and the Civil Offsets Program has a greater impact on the
telecommunications area as a result. The new guidelines,
the development of the Communications Egquipment Industry
Development Strategy and improved relations with Telecom
have resulted in an improved flow of information from
Telecom to the Offsets Authority.

59. The Bureau of Industry Economics (BIE) recently
completed an assessment of the data collection procedures
as part of its Monitoring of the Offsets Program. The
Bureau's Report (June 1987) noted significant improvements
in notification of purchases since the policy was revised
in March 1986 (see also responses to recommendations 21
and 22 at paragraphs 120 to 123 and 124 to 125
respectively).

60. See also the response provided in paragraphs 44 to 54
{in particular, for the views of the Department of
Administrative Services, see paragraphs 47 to 54)
Recommendation 7 (paragraph 3.16 of Report 270)
The Committee recommends that:
The Department of Industry, Technology and Commerce
report in the Finance Minute on both the

cost-effectiveness and legality of applying offsets
to accumulated orders.
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Response by Department of 1Industry, Technology and
Commerce

61. The principle of seeking offsets on the basis of all
overseas orders. for similar products placed by
Commonwealth Government Departments and Authorities with
one supplier in a2 single financial year was developed by
the Interdepartmental Committee on Offsets in the early
1980's and was progressively implemented from that time
using a base date of 1 July 1981. This initiative was
supported by a recommendation of the Committee of Review
of Offsets (Inglis) and accepted by the Government in
their decision of January 1986. This approach was also
adopted by the States and is now included in the
Australian Civil Offsets Agreement.

62, There is no legislative basis for the Offsets Program
either in the context of accumulated orders or in
general, DITAC believes that the matter of legality does
not arise; DITAC suggests that the Government's
acceptance of the Inglis Committee recommendation
constitutes adequate authority.

63. The cost-effectiveness of applying offsets to
accumulated small orders has not been subject to a recent
analysis. At the time that the concept of accumulating
small orders was considered by the Interdepartmental
Committee in 1980 it was estimated that an additional $30m
to $50m per vyear in offsets obligations would be
captured. This amount could be expected to have increased
since then and to increase further with the Australian
Civil Offsets Agreement under which both Commonwealth and
State purchases are aggregated.

64. The advantages of accumulating orders are an improved
negotiating position with regard to major suppliers and a
larger pool of offsets against which to seek worthwhile
offsets activities. It also serves to minimise the
splitting of orders as a way of evading the offsets
requirement.

Response by the Department of Defence

65. The view of the Department of Defence is that the
cost-effectiveness and practicality of applying offsets to
accumulated orders needs addressing. Defence is prepared
to assist DITAC in this regard.

Recommendation 8 (paragraph 3.24 of Report 270)

The Committee recommends that:

The Standing Interdepartmental Committee on Offsegs
take responsibility for clarifying the relationship
between the Offsets and Purchasing Preference

Policies and eliminate any confusion amongst affected
suppliers to the Commonwealth.
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Response by the Department of Industry, Technology
and Commerce

66. DITAC and DAS are reviewing the effectiveness of
current purchasing preference policy as an industry policy
mechanism and GOPAC will be consulted in the course of the
review. One issue which the review will address is the
link between the application of the preference margin and
the offsets policy; the review 1is expected to be
completed by the end of 1988, This examination of the
current policy will take place in the context of the
implementation of the Government's decisions in respect of
the recommendations of the Inglis Committee of Review of
Government High Technology Purchasing Arrangements and the
1988 May Economic Statement,

67. Given the significance of the preference arrangements
and the offsets policy and the importance of State
Government inveolvement in these matters, it is considered
that GOPAC should have a major role in consideration and
simplification of the interaction of offsets and
preference policies and ultimately, if appropriate, make a
recommendation to the Australian Industry and Technology
Council., The Interdepartmental Committee (IDC) on Offsets
will be consulted if any changes to offsets policy are
contemplated as a consequence of any recommendation by
GOPAC,

Response by the Department of Administrative Services

68. DAS agrees that the interaction of the purchasing
preference and offsets policies requires careful
consideration.

69. Although both policies are ostensibly directed
towards industrial development objectives, the preference
policy is a broadly-based policy which acts very simply to
reward Australian content in government purchasing, while
the offsets policy is focused on the enhancement of
Australia's. industrial and technological development by
the establishment within Australia of internationally
competitive activities. while the two policies are
complementary, their objectives may not always be
ccmpatible.

70. On 8 September 1987, the Minister for Industry,
Technology and Commerce announced the Government's
Information Industries Strategy. The Strategy included
provision for negotiation of Partnership for Development
Agreements with transnational corporations, There have
been claims that the direction of the purchasing
preference policy is in conflict with the direction of
other industry development policies such as the offsets
policy and the ‘'Partnership for Development' Agreements.
DAS and DITAC are currently jointly rev}ewing the
effectiveness of the purchasing preference policy from an
industry development viewpoint. The review will be
looking at the consistency between the aims of the
preference policy and the broad industry developmgnt
strategies of the Government achieved through policies
such as offsets., Any change in these policies would of
course be a matter for Government decision.
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Response by the Department of Defence

71. The Department of Defence view is that action should
be taken to clarify the relationship between Offsets and
Purchasing Preference Policies but Defence recognises that
it is not an easy task.

Recommendation 9 (paragraph 3.29 of Report 270)
The Committee recommends that:

The outcome of efforts directed to resolving the
confusion and conflict between the various State and
Commonwealth offsets programs be reported in Finance
Minute.

Response by the Department of Industry, Technology
and Commerce

72. The Australian Civil Offsets Agreement which
established a single national offsets program, with effect
from 1 March 1988, has been signed by the Commonwealth and
all States except Western Australia. Western Australia's
involvement in the Program is still subject to negotiation.

73. The Agreement ac:nowledges the costs and disruption
to business arising from the operation of a number of
separate offsets programs and its signatories have agreed
that where offsets are required they will be sought only
in accordance with the principles of the Australian Civil
Offsets Program, Guidelines for participants similar to
those previously used by the Commonwealth were developed
in consultation with State Governments and were released
in March 1988. (A copy of the Australian Civil Offsets
Agreement and the Administrative Arrangements are at
Attachment 5.)

Recommendation 10 (paragraph 3.37(a) of Report 27C)}
The Committee recommends that:

The terms of reference for the Standing
Interdepartmental Committee on Offsets be revised in
accordance with the Government's decision following
the Inglis Report.

Response

74. The terms of reference for the IDC on Offsets have
been revised to take into account the Government's
decision following 1its consideration of the Inglis
Report. The Minister for Defence and the Minister for
Industry Technology and Commerce have approved the
following terms of reference:

(a) monitor and advise on the broad policy direction of
the Offsets Program with a view to bringing to
Australian industry advanced technologies, skills and
capabilities to meet the goals of:

(i) establishing internationally competitive
activities with Australia; and

(ii) supporting defence industry capability
objectives;
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(b) having regard to the above civil and defence goals,
advise on the development and maintenance of
comprehensive offset policy guidelines for
endorsement by the Minister for Industry, Technology
and Commerce and the Minister for Defence;

(c) advise on procedures and other measures to ensure
that the offsets policy is properly and universally
applied by all Departments and Statutory
Authorities; and

(a) assist in integrating offsets with the Government's
broader policy objectives and programs in respect of
industry development, technology, trade and defence.

Recommendation 11 (paragraph 3.37(b) of Report 270)
The Committee recommends that:

The Standing Interdepartmental Committee on Offsets
reconvene as a matter of urgency and meet
frequently, regularly and at a senior level to
ensure adequate interdepartmental 1liaison on the
offsets program.

Response by the Department of Industry, Technology
and Commerce

75. The: IDC on Offsets has been reconvened and met on
29 April and 4 August 1987, Representation is at First
Assistant Secretary/Assistant Secretary level; the

Committee is chaired jointly by the Department of Defence
and DITAC; and the Committee will meet as required.

76. Membership is currently drawn from DITAC, the
Department of Defence, the Treasury and the Departments of
Finance, Transport and Communications, Administrative
Services and Prime Minister and Cabinet.

77. The IDC has been consulted on the revisions to the
Offsets Program guidelines, the development of
Partnerships for Development Agreements, the Australian
Civil Offsets Program and DITAC's response to the
recommendation of the JCPA.

8. With regard to the frequency of meetings, since the
role of the IDC on Offsets is to consider changes in
offsets policy it is convened only when changes are
contemplated. For example, wide consultation between
Departments will need to take place in the context of the
Government's decision to review the application of the
Offsets Policy to Government Business Enterprises in the
Department of Transport and Communications portfolio. DAS
has recently established a Working Group of officers from
DITAC and DAS to look at Chapter 9 on offsets of the
Commonwealth Purchasing Manual and to provide appropriate
advice on revisions to the Chapter to the IDC on Offsets
for consideration.
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Recommendation 11 (paragraph 3.37(b) of Report 270)
The Committee recommends that:

The Standing Interdepartmental Committee on Offsets
reconvene as a matter of urgency and meet
frequently, regularly and at a senior 1level to
ensure adequate interdepartmental 1liaison on the
offsets program.

Response by the Department of Industry, Technology
and Commerce

75. The IDC on Offsets has been reconvened and met on
29 April and 4 August 1987, Representation is at First
Assistant Secretary/Assistant Secretary level; the
Committee is chaired jointly by the Department of Defence
and DITAC; and the Committee will meet as required.

76. Membership is currently drawn from DITAC, the
Department of Defence, the Treasury and the Departments of
Finance, Transport and Communications, Administrative
Services and Prime Minister and Cabinet.

77. The IDC has been consulted on the revisions to the
Offsets Program guidelines, the development of
Partnerships for Development Agreements, the Australian
Civil Offsets Program and DITAC's response to the
recommendation of the JCPA.

78. With regard to the frequency of meetings, since the
role of the IDC on Offsets is to consider changes in
offsets policy it is convened only when changes are
contemplated. For example, wide consultation between
Departments will need to take place in the context of the
Government's decision to review the application of the
Offsets Policy to Government Business Enterprises in the
Department of Transport and Communications portfolio, DAS
has recently established a Working Group of officers from
DITAC and DAS to look at Chapter 9 on offsets of the
Commonwealth Purchasing Manual and to provide appropriate
advice on revisions to the Chapter to the IDC on Offsets
for consideration.



Response by the Australian Trade Commission

79. Austrade supports the reconvening of the Standing
Interdepartmental Committee on Offsets, and notes that the
IDC has, in fact, met on two occasions ‘during 1987,
Austrade has made the necessary administrative
arrangements with DITAC to become a member of the
Committee.

Recommendation 12 (paragraph 4,16 of Report 270)
The Committee recommends that:

The civil and defence offsets authorities increase
t:l_\eir efforts to present the offsets program as a
single program and, to this end:

- co-operate closely in the joint publication of
the proposed directory of relevant local firms;

- agree on specific plans for both the joint
publication of a directory of overseas firms
and an annual report; and

- revise the guidelines, on a joint basis, as
required.

Response by the Department of Industry, Technology
and Commerce

80. The recommendations concerning the publication of a
directory of relevant local firms and a directory of
overseas firms are addressed in paragraphs 11 to 17; and
paragraphs 18 to 28 respectively.

81. There have been a number of recent initiatives under
the Civil Offsets Program including the announcement of
the Partnerships for Development option on

8 September 1987, the signing of the Australian Civil
Offsets Agreement on 3 December 1987 and the incorporation
of the investment guidelines within the Program. The
Defence Offsets Authority has indicated that it does no:
wish to incorporate these new initiatives in the Defence
Offsets Program on the basis that these developments are
not compatible with its specific strategic objectives.

82. The Civil and Defence Offsets Authorities are
jointly preparing a booklet which will outline both the
civil and defence components of the Australian
Government's Offsets Policy. The Department of Defence
then intends to incorporate the specific requirements of
the Defence Offsets Program into its publication “Doing
Defence Business”,

83. A revised version of the guidelines booklet issued
in March 1988 applies only to the operation of the
Australian Civil Offsets Program. The Department of

Defence was consulted in the preparation of this booklet.



Response by the Department of Defence

84. While co-operation exists between the offsets
authorities, because Defence Offsets and Civil Offsets
have different objectives and are administered completely
differently (see Defence response to Recommendation 13 at
paragraphs 87 to 89 below), the offsets programs cannot be
presented as a single program, Efforts are continuing in
regard to the publication of joint directories of local
and overseas firms. Defence intends to publish a “Defence
Offsets Report" within the "Defence Report" which is a
publication produced annually. The offsets guidelines are
currz_antly being revised by a Department of Defence/DITAC
working group.

Recommendation 13 (paragraph 4.27 of Report 270)
The Committee recommends that:

The Departments of Defence, and Industry, Technology
and. Commerce examine the need or otherwise for the
current dual administration of offsets, and in
particular, investigate means whereby the
administrative role can reside solely within the
Department of Industry, Technology and Commerce
whilst maintaining suitable 1links with defence
industry policy.

Response by the Department of Industry, Technology
and Commerce

8§, The Civil Offsets Program is non-directive in nature
and is primarily concerned with developing competitive
advantage in Australian industry. Its objective is to
build dynamic outward 1looking industries which are
effectively integrated with world production, marketing
and investment networks. The Civil Offsets Program is an
important tool in the creation of an environment in which
local industry can compete in the international arena and
in this respect differs significantly from the strategic
objectives of the Defence Offsets Program.

86. The recent achievements in the civil area stem
largely from the Government's decision to separate the
administration of the civil and defence components of the
Program. The civil program is now closely integrated with
the Government's other industry policies and strategies.
Nonetheless close working relationships have been
established and will continue with the Defence Offsets
Authority and exchange of data and information occurs at
all levels. It is DITAC's view that the differing
objectives of the Civil and Defence Offsets Programs would
make administration by a single Authority extremely
difficult,

Response by the Department of Defence

87. Defence does not accept this recommendation. The
primary objective of Defence Offsets is to foster in
industry the specific capacity needed to supply, repair
and maintain defence equipment. Defence offsets are
therefore usually project related, always form part of
competitive bids by overseas firms for Defence contracts,
and thus become obligations under those contracts for
which Defence is responsible. 121



88, By contrast, and as a non-purchasing department
which does not itself generate offset obligations, the
Department of Industry, Technology and Commerce must use
civil offset obligations generated by other non-Defence
purchases to further its general industry development
objectives. As presently administered, civil offsets are
not competitively assessed, are not taken into account in
awarding contracts for civil government purchases, and
therefore do not form part of an overseas supplier's
contractual obligations. Defence offsets and civil
offsets thus have different objectives and are
administered completely differently.

89, As recommended in the Inglis Report and agreed by
the Government, Defence must maintain autonomy in the
administration of the Defence Offsets program within the
current administrative arrangements agreed by the
Ministers for Defence and for Industry, Technology and
Commerce. The total Australian Industry involvement in
Defence procurement includes Defence Designated and
Assisted Work and its relationship with Offsets requires

special attention. Defence is also concerned that any
change could reduce offsets of importance to Defence,
particularly those improving self-reliance. It should

also be noted that overseas defence contractors and
Defence Departments may be less prepared to release
classified defence. technology to Australia for a
civil-administered assets program; foreign Governments,
particularly the US Government, are also more sympathetic
to defence offsets than civil offsets.

Recommendation 14 (paragraph 5.14 of Report 270)
The Committee recommends that:

The ‘new work' criterion in the guidelines be
redefined as a new activity for the company in
Australia which is unrelated to customer support,
distribution or marketing of existing products.

Response

90. DITAC accepts this recommendation in principle.
Unfortunately it was not possible to reach agreement with
the States on a revised wording for this criterion prior
to the publication of the revised civil guidelines in
March 1988, The wording from the previous Commonwealth
guidelines was acceptable however, and this clause was
carried through unaltered into the 1988 edition. The
Guidelines will need to be further developed over the next
year or two to incorporate. new initiatives and
developments in the Program  and the Committee’s
recommendation will be taken into account at that time.

Recommendation 15 (paragraph 5,50(a) of Report 270)
The Committee recommends that:

The guidelines booklet be revised and updated as a
matter of priority. In addition to the matters
covered in this report, the thrust of the revision
should be to clarify areas of uncertainty and
anomaly, and to reduce areas of unnecessary
administrative discretion. 129
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Response

31. DITAC accepts this recommendation. The revised
civil guidelines booklet was issued in March 1988.

92, In the development of the revised guidelines a
number of discussion papers were prepared .on specific
aspects of the 1986 guidelines which required
clarification. These papers were widely circulated to
industry, trade unions, State Government Departments, the
IDC on Offsets, GOPAC and other interested parties for
comment. The comments received were considered in the
preparation of the current booklet, The revisions related
to difficulties experienced in the administration of the
Program both by the Department and patticipants, The
major difficulties related to a lack of clarity in
definitions, methods of valuation and the types of
activities which might pe eligible for offsets support..

93. DITAC is also of the view that there is a need to
achieve a greater focus on export orientation and the
development of new industries through improved product
development capacity, the acquisition of 1leading edge
technology and the upgrading of training and education
programs.

94. The revision of the guidelines booklet was finalised
in consultation with GOPAC, the IDC on Offsets and the
Department of Defence and released in March 1988, It is
DITAC's belief that the revised gquidelines are a
considerable improvement over the 1986 edition and take
into account matters raised by the Committee.

95. Further development of the guidelines will be
necessary as both industry policy and Australian industry
capability evolves. Ffor example, matters already under
consideration include a possible revision of the offsets
threshold, improved guidelines covering the transfer of
offsets credits and obligations and the application of
offsets to services industries.

Recommendation 16 (paragraph 5.50(b} of Report 270)
The Committee recommends that:

The results of decisions by the offsets authorities
be well documented and published in order to
establish a comprehensive register of precedents to
ensure consistency and equity in subsequent
decisions, Furthermore, significant precedents
should be reported to the Minister and described in
the annual report of the program.



Response by the Department of Industry, Technology
and Commerce

96. DITAC accepts this recommendation and advises that a
number of steps have been taken to document precedents to
ensure consistency in decision making, These include a
requirement for the registration of precedents in the
Administrative Arrangements of the Australian Civil
Offsets Agreement; the reporting of significant
precedents to the Minister in the annual report of the
Program; and the incorporation of precedents in the
Offsets Procedures Manual. (Since the program was only
recently established on 1 March 1988 a significant volume
of precedents has not yet developed, however, the value of
documenting such precedents is accepted.)

Response by the Department of Defence

97. Defence accepts this recommendation. Defence has
commenced the establishment of such a register but in its
present form would not be suitable for public issue.
Before any such publication, further consultation with
DITAC on the format and content will be necessary. Any
subsequent release should be done on a trial basis to
monitor the effectiveness against the cost of development
and maintenance (the usefulness of such documentation once
any commercially sensitive data has been removed needs to
be tested). Offsets decisions are usually noted in the
Ministerial press releases which accompany the signing of
Defence contracts and inclusion of significant precedents
in the annual report of the program would simply be an
extension of existing Defence practice and is agreed.

Recommendation 17 (paragraph 5.53 of Report 270)
The Committee recommends that:

In any entirely new circumstances (especially those
that may be open to challenge), the offsets
authorities arrange or undertake an independent.
assessment of the situation prior to entering any
negotiations with the overseas supplier.

Response by the Department of Industry, Technology
and Commerce

98. DITAC accepts this recommendation. Elaborate
consultative and assessment procedures already exist
within the «civil offsets administration. Internal

facilities such as the BIE and Industry Policy Divisions
reqularly provide advice on offsets matters.

99, The Department of Defence either through the
DITAC/Defence offsets working group or more formally, the
IDC on Offsets and GOPAC may also become involved in the
consideration of an entirely new type of proposal. With
the commencement of the Australian Civil offsets Program
on 1 March 1988, State Offsets Authorities will be
consulted on “any entirely new circumstances" as they
arise. Any of those parties may seek expert advice from
external sources if they so wish. Relevant industry
associations and firms would be consulted as a matter of

course.
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100. The consultative and assessment procedures to be
followed when any entirely new circumstance arises are to
be included in the Civil Offsets Procedures Manual.

Response by the Department of Defence

101, Defence accepts this recommendation in principle.
In Defence purchases, the involvement of Australian
industry is a factor right from the start of the
development of the purchase, it is a significant factor in
the decision to choose a particular supplier, and remains
that way through the negotiating phase into contract
placement and consequently into management of the
contract. Defence procedures are thus seen to be close to
meeting this requirement already.

Recommendation 18 (paragraph 5.63 of Report 270)
The Committee recommends that:

When valuing technology transferred, the offsets

authorities should use:

(i) paragraph 6.3 (a) (iii) of the Guidelines for
Participants ie ‘the selling price of all
incremental sales of locally produced items
derived from the technology over an agreed
period.*; or, if this is not possible,

{ii) a discounted valuation if a notional valuation
of technology is given at the time of
technology transfer and it is transferred to a
subsidiary or otherwise associated company of
the overseas company.

Response by the Department of Industry, Technology
and Commerce

102, In negotiating the Australian Civil Offsets
Agreement the Committee's recommendation (i) with regard
to valuing technology transfer was considered. The
revised guidelines state (see Attachment 3, para 4.2) that
the cost of the technology transfer is the initial basis
for offsets valuation. In line with a consistent emphasis
on the provision of offsets for export activity resulting
from any approved offsets activity, additional offsets
value is allowed where local commercial activities
result, New incremental rules adopted to 1limit offsets
support for mature products now provide for offsets
credits for exports for a maximum of two years. Exports
may attract credits for an additional three years for
sales over and above the average level of exports in the
first two yzars.

103, DITAC does not consider that recommendation 18(ii),
which involves discrimination against subsidiaries or
local companies associated with overseas suppliers is an
acceptable approach. Whilst the Department sympathises
with the aspirations of locally owned companies and
accepts that an additional degree of rigor is necessary
when assessing the offsets activities of transnational
corporations undertaken by their local subsidiaries,
nonetheless it is DITAC's view that the objectives of the
Offsets Policy will be fulfilled more effectively by
treating all companies equally, regardless of their
corporate links, -
L



Response by the Department of Defence

104. The Department of Defence does not accept this
recommendation. Implementation of this. recommendation
would lead to an administratively unworkable situation.
It is agreed that the valuing of technology transfer needs
to be carefully addressed and Defence intends to maintain
the approach as outlined in the ‘Technology Transfer'
document presented to the Committee. However, motivation
for the recommendation is recognised and will be addressed
during the revision of the Offsets Guidelines.

Recommendation 19 (paragraph 5.75 of Report 270)

The Committee recommends. that:

The proposed manual for staff of the civil offsets
authority be completed as scor as possible. The
manuals for both authorities should:

- specify a time 1limit for response to offsets
proposals;

- detail the areas and limits of staff discretion
including the levels of delegated authority;

- dictate a methodical and reliable procedures
for recording all offsets data;

- be regularly revised; and

- prescribe information that is +to be made
available to the public.

Response by the Department of Industry, Technology
and Commerce

105, A draft “Offsets Procedures Manual" was issued in
June 1987, A revised manual is being developed in
consultation with State Offsets Authorities and GOPAC to
include procedures necessary for the administration of the
Australian Civil Offsets Program and changes arising from
the 1988 guidelines. This will be done after a period of
experience in the administration of the national program.

Response of the Department of Defence
106. Defence accepts this recommendation. Defence
instructions, on offsets are in place and will be
regularly revised to cover all parts of the recommendation.

Recommendation 20 (paragraph 6.28 of Report 270)

The Committee recommends that:

Penalty clauses be included in all contracts/deeds
of agreement entered into.
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Response by the Department of Industry, Technology
and Commerce

107. The existing forms of agreement used by the civil
offsets administration have been developed in conjunction
with the Attorney-General's Department, Extensive
consultation has taken place and while not suggesting that
present agreements are inadequate, the Attorney-General
indicated in his submission to the 1Inglis Committee (a
copy of which has been provided to the Committee on a
previous occasion), that a number of legal obstacles exist
to effective enforcement of offsets agreements and include
the following:

- no contract exists with a specific member of
Australian industry;

- the Commonwealth may not be able to show a loss as a
result of non-compliance with the offsets
requirement; and

- the Commonwealth would need to wait until the expiry
of the period within which a particular offset
obligation is to be achieved.

108. The Attorney-General concluded in part that:

- *Self help methods are more 1likely to secure
compensation than an action for damages."

109. Whilst the advice on the legal enforceability of
offsets agreements has not been that encouraging, DITAC
considers that this matter should be seen in the overall
context of the Civil Offsets Program. There 1is no
substantial body of unfulfilled offsets obligations
existing at present nor are there agreements with which
the overseas supplier involved refuses to comply.

110. There have from time to time been a few cases where
the offsets performances of overseas suppliers has been
unsatisfactory. However, these are addressed in
negotiations and if the difficulties cannot be resolved
consideration is given to withholding offsets clearance
for future orders. At this time no overseas supplier has
an offsets performance so poor that it has been considered
necessary to ask Ministers to name the supplier in
Parliament., Certainly no legal action is contemplated by
DITAC at present.

111. The Australian Civil Offsets Agreement, which was
signed at the Australian Industry and Technology Council
meeting held in December 1987, includes a clause which
requires the States to support the Commonwealth in cases
where it may be necessary to withhold offsets clearance.
This clause will increase the leverage available to the
offsets administration in some areas of the program,
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112, Introduction of the Pre-Qualified Offsets Supplier
Scheme has reduced the necessity for legal
enforceability. The scheme involves overseas suppliers in
viable long term offsets activities whose value is Iinked
to the suppliers projected Government sales. once
corporate commitment to a project arising from these
schemes is obtained and the necessary local investment
made, the overseas suppliers involved will have a vested
interest in its growth and development. These schemes are
closely monitored with participating companies being
required to report to the Civil Offsets Authority on a
regular basis,

113. The “Partnership for Development” option allows
transnational companies wishing to invest in Australia to
enter into an agreement with the Commonwealth to develop
product development and export activities in Australia
which go beyond satisfying their offsets obligations. As
it is essential to obtain corporate commitment to the
establishment of these activities in Australia, this new
development will also assist in minimising any
non-compliance under the Offsets Program.

114, Nonetheless, the Civil Offsets Authority is
continuing to give attention to ways in which offsets
obligations can be more effectively secured. More
detailed offsets proposals are now reguired before
agreement is reached with an overseas supplier. This
approach allows the offsets obligations of the supplier to
be better defined and ensures that more detail in regard
to Australian beneficiaries, activities to be undertaken
and achievement milestones are able to be included in the
agreement.

115. The development of agreements will continue with the
State offsets administrations in the context of the
Australian Civil Offsets Program and priority will
continue to be given to the development of more effective
forms of offsets agreements. GOPAC has also expressed the
view that it is reasonable to include penalty clauses or
performance bonds in offsets related contracts provided
that these are in accordance with legal and commercial
practice and do not lead to artificial elevation of
prices. DITAC accepts this view while at the same time
recognising the legal and technical obstacles involved in
its implementation.

Response by the Department of Administrative Services

116. In discussions with DITAC and the Attorney-General's
Department, doubts have been raised about the legal
enforceability c¢f penalty clauses.

117. Arrangements for securing offsets obligations are
being addressed in the revision of standard offsets
contract clauses. The revision of standard offsets tender
and contract clauses is included in a work program agreed
between DAS and the Attorney-General's Department for the
revision of standard tender and contract documents used in
Commonwealth purchasing. This project is being conducted
under the supervision of a high level steering committee.
Input will be obtained from DITAC and the Department of
Defence in relation to that part of the project on
standard offsets clauses.
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118. The new Australian Civil Offsets Program Guidelines
fgr participants issued by DITAC in March 1988 indicates
that:

(a) Where an overseas supplier does not d@ischarge its
offsets obligations in the agreed time or at the
agreed rate, action may be taken to:

(i) withhold an offsets clearance for future
purchases unless a8 satisfactory alternative
offsets proposal is received to acquit the
outstanding obligations; and

{ii) have Cop\monwealth and State Ministers publicise
the delinquency of the overseas supplier.

{b) The Offsets Authority may initiate action to cancel
offsets work programs which, in its opinion, deviate
so far from those approved that they circumvent the
intention of the Policy. Such action will not
cancel the offsets obligation and the overseas
supplier will be required to undertake a revised
work program,

Response by the Department of Defence

119. Defence includes clauses into its contracts
obligating the supplier to specific arrangements under
which there is a monitoring of achievement at a particular
milestone. If it results in an underachievement by a
company at that stage there is an agreement on the part of
the company to a contract adjustment (eg to increase the
total obligation at the end of the contract). Work is
continuing with Attorney General's Dept on these clauses
to further strengthen their legal basis.

Recommendation 21 (paragraph 6.35 of Report 270)
The Committee recommends that:

The work being undertaken to correct and update the
records of both offsets authorities, together with
any other work yet to be commenced and the timetable
for its implementation, be reported in the Finance
Minute.

Response by the Department of Industry, Technology
and Commerce

120. The present information system (COMARS) is
unnecessarily complex and is in -need of simplifying,
particularly as under the terms of the Australian Civil
Offsets Agreement the system will eventually be directly
accessed and updated by State Offsets Authorities. The
Department has engaged Computer Power Pty Ltd to develop a
National Offsets Management Information System (NOMIS).
At present the design phase of the new system is
complete; phase 2 will involve the reconciliation and
transfer of data from COMARS to the new system and will be
followed by phase 3 in which Commonwealth and State
officials will be trained to operate the system. NOMIS is
expected to be operational at the end of September 1988.
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121, In 1its recent report “Monitoring of the Offsets
Program”, the BIE noted that the specific requirements in
the Auditor-General's Report on the Offsets Program have
been implemented. However, it has made a number
ofadditional recommendations relating to changes to
of fsets data collection and to the data base including:

. DITAC and DAS examine and implement further methods
to improve the reporting of purchases.

. Data collection of final prices and payment (or
delivery) dates be performed routinely on a timely
basis.

. Database be expanded to list major subcontractors to

Australian beneficiaries and more detail of the
Australian beneficiaries' operations.

. Annual contact be established with Australian
beneficiaries under the new Program to determine the
extent of their post-offsets activity.

122. These recommendations will be considered in
conjunction with other improvements to be made in the
development of NOMIS.

Response by the Department of Defence

123. Defence only regained the responsibility €for
administering its offsets program early in 1985 and since
that time, it has been able to establish records for the
period 1980-88. Records before that time have been
recognised as unreliable having been maintained by several
different agencies and the recording of Defence purchases
was complicated by mixing Defence Designated and Assisted
Work (DDAW) with Offsets and this no 1longer occurs.
Nevertheless, figures that are available for that period,
were provided to the Committee and where appropriate are
referred to in current negotiations with suppliers who
gained contracts. in that earlier period. Since this
information was provided to the Committee, Defence has
done further work on establishing information for the
period 1970-80., This research has led Defence to believe
that there are no significant outstanding obligations for
that period. Because of the difficulties with the format
of historical data, Defence intends not to include it in
the operational Australian Industry Involvement (AII) Data
Base. Only data from 1 July 1980 onwards will be
included, except where pre 1980 programs remain current,
eg Lockheed. The AII data Dbase, which comprises
information on local content and DDAW in addition to
offsets, was recently reconfigured to provide significant
improvements in data assimilation and reporting
flexibility. Facilities for remote terminals will improve
greatly information flow to inquires. System enhancement
was completed in November 1587.

Recommendation 22 (paragraph 7.16 of Report 270}

The Committee recommends that:

The planned study by the Bureau of Industry
Economics on civil offsets be upgraded to a full

cost-benefit evaluation and completed as soon as
possible. 130



Response by the Department of Industry, Technology
and Commerce

124, The planned study by the BIE has commenced and will
be undertaken in three stages:

Stage 1

An assessment of the data collection procedures ang
data base established by the offsets administration
has been completed. An executive summary of the
report is provided below - see paragraphs 126 to 133,

Stage 2

Will deal with practical and theoretical aspects of
the Program, in particular, the economic rationale
underlying the Program, including an analysis of the
level of compliance with offsets guidelines and
contracts.

Stage 3

A rigorous cost-benefit analysis will then be
conducted.

125, The BIE is of the view that it would be premature to
initiate Stage 2 before the new Offsets Program has been
in operation for a longer period and most ongoing offsets
activity has been negotiated within the new guidelines.
Stage 2 is unlikely to be commenced prior to late 1988-89.

SUMMARY OF STAGE 1 OF THE BUREAU OF INDUSTRY ECONOMICS
REVIEW OF THE QFFSETS PROGRAM

126. A number of studies have analysed the Offsets
Program or parts thereof. Invariably, they have found it
difficult to make any quantitative assessments of the
costs and benefits of the Offsets Program. The Inglis
Review found that a major problem was the absence of
reliable reporting and recording systems of offsets
commitments and achievements. The end result has been
that past studies have had to make gqualitative assessments
of the net benefit or cost of the Offsets Program.

127. The key costs relating to the Offsets Program
include administration and compliance costs, price
premiums, related government costs and resource costs from
allocation distortions. One of the more difficult issues
in the cost area is the question of price premiums.
Ideally offsets work undertaken by Australian firms should
be competitive so that the costs of the foreign prime
contractors (primes) are not increased. However, the
evidence indicates that the Offsets Program does involve
cost penalties for the primes though it is difficult to
quantify the extent of the premiums.
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128, The benefits of the Offsets Program include
increased Australian production and employment, improved
access to overseas markets and technology transfer. The
evaluation of many of these benefits is also very
difficult. The extent to which an offsets policy has
overcome purchasing biases and monopoly power exercised by
foreign companies and governments cannot be readily

quantified, One indicator would be the extent of
follow-up orders not subject to offsets provisions but the
cause and effect needs to be c¢lear., For instance,

follow-up .export orders may be due to increased
competitiveness resulting from depreciation of the
exchange rate rather than the influence of the Offsets
Program.

129. Many of the benefits associated with the Offsets
Program will not ocecur for a number of years. For the
purpose of this study, the emphasis will be on diffusion
of technological benefits to other firms and related
industries. Data of use to the BIE and the Offsets Branch
of DITAC can be divided into four classes which coincide
with the offsets cycle:

(i) notification;

(ii) offsets agreement;

{iii) monitoring achievements; and
{iv) post-offsets.

130. 1In the past, there has been little confidence in the
magnitude and coverage of the Offsets Program because of
poor notification procedures. The Offsets Program is not
embodied in legislation or regulations and therefore the
reporting of offsets obligations depends on the
co-operation of the purchasing authorities. Since the
introduction of the new policy, the Offsets Branch has
established closer relations with purchasing authorities
to improve the flow of information. Moreover, overseas
companies have an incentive to notify the Offsets Branch
of relevant developments with the institution of
Pre~-qualified Offsets Supplier Status (PQOS). Under PQOS
agreements, the Commonwealth provides offsets clearances
for PQOS companies which are not in default. 1In return,
the companies report quarterly on their sales and
achievements under the program.

131. Current notifications of offsets-relevant purchases
represent an improvement over the situation under the
previous policy. The Offsets Branch of the Department of
Industry, Technology and Commerce has established a
database which provides a useful tool for monitoring the
progress of offsets agreements . and highlighting
outstanding obligations. There are, however, some
shortcomings with regard to identifying the term and value
of an offset. The database needs improved information of
final prices and payment or delivery dates.

132. The Bureau has also recommended that the database be
expanded to 1list major subcontractors to Austral}an
beneficiaries and more detail of the Australian
beneficiaries' operation.
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133. Finally, the report has identified the extent of
post offsets work as extremely important in assessing the
success of the Program, Neither the Inglis Review nor the
Auditor-General's Report mentioned the need to record
Australian beneficiaries' post-offsets work. The Bureau
has recommended that the Offsets Branch establish annual
contact with firms to determine the extent of their
post-offset work.

il Mol

M S KEATING

SECRETARY

pDepartment of Finance
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WP Ref: OSPL

APRIL 1988

OVERSEAS COMPANIES PARTICIPATING IN
THE AUSTRALIAN CIVIL OFFSETS PROGRAM

This schedule provides a list of overseas companies participating
in the Australian Civil Offsets Program and their contact

points., The companies are listed under industry sectors as shown
in the index on page (iii) and, where possible, contact points
are listed for Australia (on the left hand side of the page), and
overseas (on the right hand side of the page).

This information is made available for those Australian ccmpanies
who wish to seek offsets work. It is strongly recommended that
inquiries be made first to your State offsets manager and to the
Australian contact of the overseas supplier,

Listing in this report does not imply anything about the
performance of overseas companies in meeting their offsets
obligations. Rather, that the companies have supplied and expect
to continue to supply goods and services to the Commonwealth and
State Governments and will thereby incur offsets obligations.

Companies listed should be approached with specific proposals
wherever possible. Proposals for offsets activities must, in all
cases, be notified to the relevant department (as shown in
Paragraph 6) by the overseas supplier directly or through its
local representative. Circular letters and general solicitations
are unlikely to be satisfactory for either party. Australian
companies should be aware that a great deal of time and effort is
often required to secure ongoing contracts with overseas
suppliers particularly when the overseas supplier already has
established sub-contractors and suppliers.

It is important to note that to meet the offsets policy
requirements, proposals must:

L represent new business which would not have otherwise
occurred except for the Offsets Program or business
which would not have occurred as part of the Australian
company‘s normal commercial activity;

(il be of a technology equivalent to that inherent in the
Australian Government purchases that gave rise to the
offsets obligation of the overseas company; and

(1i{y be competitive in price, quality and delivery.

Enquiries concerning the Australian Civil Offsets Program should
be directed to:
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(i)

Commonwealth Government:

Director

Offsets and Procurement Policy Section
Department of Industry, Technology and Commerce
51 Allara Street

CANBERRA CITY ACT 2600

Tel: (062) 76 1077

State Governments:

Manager

Business Development Branch

Dept. of Industrial Development & Decentralisation
7th Floor, 151 Macquarie Street

SYDNEY NSW 2000

Tel: (02) 250 6829

General Manager

Government Supply Support Agency

Dept of Industry, Technology & Resources
228 victoria Parade

EAST MELBOURNE VIC 3002

Tel: (03) 412 8349

Manager

Defence, Procurement & Offsets
Dept of Industry Development
46 Charlotte Street

BRISBANE QLD 4000

Tel: (07) 224 2036

Deputy Director

Procurement and Defence Industry

Dept of State Development & Technology
8th Floor, 63 Pirie Street

ADELAIDE SA 5000

Tel: (08) 210 8300

Senjior Development Executive - Offsets
Tasmanian Development Authority

134 Macquarie Street

HOBART TAS 7000

Tel: (002) 20 6708

Companies seeking details of Defence aspects of the Offsets Program
should contact:

Director

Industry Involvement and Offsets
Industry Operations Branch
Department of Defence

Anzac Park West Building
CANBERRA ACT 2600

Tel: (062) 48 2965
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(i

7. Australian companies could also benefit by checking with their
respective State Innovation Centres. In addition, companies
should consider contacting Austrade offices and the National
Industry Extension Service (NIES).

8. The Australian Offsets Manufacturers Group (AMOG) produces a
catalogue of Australian projects that could be supported for
offsats activities. A catalogue may be obtained by contacting
the Chamber of Manufactures of NSW.

Source: Department of Industry, ISSUE DATE: April 1988

Technology and Commerce
Canberra ACT 2600
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(1id)

INDUSTRY SECTORS

INDEX

. Industry Sector - Aerospace:
Computing Equipment
B Telecommunications and Radar Equipment

. Miscellaneous Electrical and Electronic
Equipment

. Civil Vehicles and Associated Equipment

. Miscellaneous Mechanical Equipment

. Machine Tools

. Miscellaneous Industrial and Busingss Machines
. Earth-Moving Equipment

. Civil Shipbuilding

17

26
33
36
38
39
41
42
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QVERSEAS COMPANY OFFSETS_CONTACTS

INDUSTRY SECTOR - AEROSPACE

AEROSPATIALE-AIRCRAFT DIVISION
Mr Charles J. Morris
Representative Aerospatiale -
Aircraft Division

OFEMA

Cinema Centre

Bunda Street

CANBERRA CITY ACT 2601

Tel: (062) 48 6866

Telex: AA 62023

AIRBUS INDUSTRIE

Mr H. Ostendorf

Vice President

Industrial Cooperation and
Technology

Airbus Industries

1 Rond Point Maurice Bellonte

31707 BLAGNAC CEDEX FRANCE

Tel: (61) 93 3333
Fax: (61) 714797
ARIANNESPACE

Mr C.J. Morris
Representative Ariannespace
OFEMA

Cinema Centre
Bunda Street
CANBERRA CITY ACT
Tel: (062) 48 6866
Telex: AA66023

2601

Mr G. Darteyre

Sales Representative
Aerospatiale Airxcraft Division
37 Boulevard de Montmorency
F-75016 PARIS CEDEX 16 FRANCE
Tel:

Telex: 410975F Aispa

Dr. R.W. Jaeger

Deputy Director, Marketing
Ariannespace

Boulevard de L'Europe

BP 177 - 91006

EVRY CEDEX FRANCE

Tel: (33) 1 60876230
Telex: ARESP 692392

Fax: (33) 1 6087 6270

BOEING COMMERCIAL AIRPLANE COMPANY

Mr D.J. Maund

Regional Director

Boeing International Coxporation
Westpac Plaza

PO Bex 3707 Seattle

60 Margaret Street

SYDNEY NSW 2000

Tel: (02) 272747

Telex: AR 20415

Mr C.H.
Director
Countertrade and Offsets
Boeing Commercial Airplane Co.
PO Box 3707, MS 68-08
WASHINGTON (206) 98124 USA
Tels (206) 2373923

Fax: (206) 2371706

Slater
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BRITISH AERQSPACE LTD (AIRCRAFT)
Brigadier R. Sunderland

Head of Marketing

British Aerospace Ltd

4th Level

Wales Centre

Akuna Street
CANBERRA CITY ACT
Tel: (062) 470161
Telex: AA 61793

2601

(See also Page 6)

CFM INTERNATIONAL
Joint Subsidiary of G.E.
and SNECMA

Mr G. Planner

General Manager Trading
British Aerospace Ltd
Brooklands Road
WEYBRIDGE SURREY

K?13 0SJ UK

Tel: (0932) 853444

Fax: (0932) 853281

Mr Alistair D.
Sales Manager
British Aerospace Plc

Space & Communications Division
PO Box 503

MANLY NSW 2095

Tel: (02) 9771194

Fax: (02) 9774582

Scott

FORD AEROSPACE AND COMMUNICATIONS CORPORATION (See Page 7)

SNECMA

Mr C.J. Morris
Australian Manager OFEMA
Cinema Centre

Bunda Street

CANBERRA CITY ACT 2601
Tel: (062) 48 6866
Telex: AA 62023

FOKKER B.V.

Air Commodore R.N. Dalkin

Special Representative
Fokker Representative Office
{South Pacific)

11 Fergusson Crescent
DEAKIN ACT 2600

Tel: (062) 733310

Mr D. Rousse-Lacordaire
Trade Office Manager
SNECMA

2, boulevard victor
75724 Paris Cedex 15
FRANCE

Tel: (33) 1 40 60 84 08
Fax: (33) 1 40 60 81 02

Mr E.P. Verkuyl
Corporate Manager
International Business
Fokker B.V.

PO Box 12222

1100AE

AMSTERDAM 20

THE NETHERLANDS

Tel: (020) 5649111
Telex: 10687 FHK NL
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GENERAL ELECTRIC AERO ENGINE GROUP

Mr J. Fritz Tracey Homburg

Australian General Electric Manager

(Sales) Ltd International Market Development
Level 9, 636 St Kilda Road General Electric Company
MELBOURNE VIC 3004 Aero Engine Business Group

Tel: (03) 5296866 1 Neumann Way

Fax: (03) 5211040 Cincinnati
OHIO 45215 USA
Tel: (513) 2436533
Fax: (513) 2439384

GULFSTREAM AEROSPACE CORPORATION
Mr W.M. Humes
Senior Vice President and

Chief Operations Officer
Gulfstream Aerospace Corporation
Wiley Post Airport PO Box 2250
Oklahoma City
OKLAHOMA 73123 USA
Tel: (405) 789-5000
Telex: 796200

HEALTH TECNA AEROSPACE. CO

Mr Darrell H. Albert

Vice President Contracts Admin
19819 84th Avenue

South Kent

WASHINGTON 98032 USA

Tel: (206) 873 7500

Telex: 910 447 2558

HUGHES AIRCRAFT COMPANY

Mxr R.J. Barlow Ms E.A. Kenneally

Managing Director Manager Offshore Trade Development
Consuo Pty Ltd Hughes Aircraft Company

Level 66 MLC Centre Mail Station AlS54

Martin Place 7200 Hughes Terrace

SYDNEY NSW 2000 PO Box 45066

Tel: (02) 238 2123 Los Angeles

Telex: AA 73114 CALIFORNIA 90045 0066 USA

Fax: (02) 235 3535 Tel: (213) 568 6632

Telex: 677064
TWX: 9103286566 HALLCORP LSA

INTERNATIONAL AERQ ENGINES. AG
Mr E. Delsignore

Area Director

International Aero Engines AG
287 Main Street.

East Hartford

CONNECTICUT CT06108 USA
Tel: (203) 2801532

Telex: 4436031
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MATRA AUST. PTY LTD
Mr P.C.F. Morgan
Director

PO Box 503

MANLY NSW 2095
Tel: (02) 977 1194
Fax: (02) 977 4582
Telex: AA 73199

DOUGLAS AIRCRAFT CO

Mr C.W. MacDonald

General Manager (Aviation Div)
Brown and Dureau Ltd

158 City Road

SOUTH MELBOURNE VIC 3205
Tel: (03) 627581

Telex: AR 31480

Mr George Estibal

Deputy Managing Director

Matra

37 Avenue, Louis-Breguet, B.P. 1
78146 Velizy-villa Coublay Cedex
FRANCE

Tel: (33) (1) 3946 9600

Telex: MATRA 698077 F

Mr Jack Utley

Director

Countertrade and Offsets Programs
Douglas Aircraft Company

Internal Mail Code 200-30

2500 East Carson Street

Lakewood

CALIFORNIA 90712 USA

Tel: (213) 593 1153

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Karen E. Miller

International Programs Officer
NASA Headquarters

WASHINGTON DC 20546 USA
Tel: (202) 453 8452

PRATT AND WHITNEY AIRCRAFT GROUP
Mr C. MacDonald

General Manager

Brown and Dureau Ltd

Aviation Division

158 City Road

SOUTH MELBOQURNE VIC 3205

Tel: (03) 627581

Telex: AA 31480

MITSUBISHI ELECTRIC CORPORATION
Mr J. Hill

PO Box 1567

Macquarie Centre NSW 2113
Tel: (02) 888 57777

Telex: AA 126614 MESYD

Mr Al Urban

Pratt and Whitney
Aircraft Group

400 Main Street

East Hartford
CONNECTICUT 06108 USA
Tel: (203) 565 4321
Telex: 994435

Mr Takashi Ikemoto

Manager

Advanced Space Systems Dept
Mitsubishi Electric Corporation
2-3 Marunouchi 2-Chome
Chiyoda-Ku

TOKYO IOU JAPAN

Tel: Tokyo 218 3330

Talex: Tokyo 218 3640
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ROLLS ROYCE LTD

Mr J.A. (Allan) Newton Mr G.E. Hague
General Manager Business Manager
Rolls-Royce of Australia Ltd Countertrade/Offsets
4th. Floor Rolls-Royce Ltd

225 Miller Street PO Box 31

NORTH SYDNEY NSW 2060 DERBY DE2 8BJ UK
Tel: (02) 959 3011 Tel: (44) 332 248 406
Fax: (02) 925 0543 Fax: (44) 332 290 838
TELESTAT CANADA

Mr M.J. Mclachlan Dr. Allan Winter
Chairman Director

Special Purpose Vehicles Pty Ltd Anik Systems Telestat Divisicn
31-32 Parramatta Road 333 River Road
LIDCOMBE NSW 2141 OTTAWA ONTARIO

Tel: (02) 6483477 CANADA KIL 8B9
Telex: AA 23959 Tel: (613) 7465920

Telex: 0534184

TRANSPACE CARRIERS INCORPORATED
Mr J. Pinto

Vice President Marketing
Transpace Carriers Incorporated
6411 Ivy Lane

Suite 500

GREENBELT MD20770 USA

Tel: (301) 9827827

Telex:

MBB GMBLT

Mr Wilhelm Goeschel Mr Hans G. Friedrich
Satellites Program Manager PO Box 137

MBB Gmblt HAWKER ACT 2614
PO Box 801169 Tel: (062) 551375
8000 MUNCHEN 80 W. GERMANY Fax: (062) 544797

Tel: (89) 6000 6936
Telex: 528 7660 MBB-D

MACDONALD DETTWEILLER

Mr Paul Rufli

Macdonald Dettweiler Technologies Ltd
3751 Shellroad

RICHMOND BC' CANADA V6X 229

Tel: 604 278 3411

Telex: 04 355599

MARTIN MARVIETTA INTERNATIONAL INC. '
Mr Herbert Kirsh Mr Richard R. Idtensohn

PO Box 179 vice President Australia-SE Asia
DENVER, COLORADO 80201 USA 250 North Bridge Road

#30-10 Raffles City Tower
SINGAPORE 0617

Tel: (65) 3383722

rax: (65) 3380067
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AEROSPATIALE HELICOPTERS DIVISION
Mr Charles J. Morris
Representative Aerospatiale -
Helicopter Division

OFEMA

Cinema Centre

Bunda Street

CANBERRA CITY ACT 2601

Tel: (062) 486866

Telex: AA 62023

BRITISH AEROSPACE LTD
Brigadier R. Sunderland
Head of Marketing
British Aerospace Ltd
4th Level Wales Centre
Akuna Street
CANBERRA ACT
Tels:
Telex:

2601
(062) 470161
AA 61793

CASA

Mr G. Chappell

Senior Consultant
Chappell, Salikin, Weil
Associates Pty Ltd
20 Dean Avenue

MT WAVERLEY VIC
Tel: (03) 613232
Telex: AA 151333

3149

DETROIT DIESEL ALLISON

Mr I. Blackie

Aviation Services Director
Hawker Pacific Ltd

4 Harley Crescent

BANKSTOWN NSW 2200
Tel: (02) 708 8555
Telex: AR 21168

Mr G. Darteyre

Sales Representative
Aerospatiale - Helicopters
Division

BP 13

13722 MARIGNANE CEDEX FRANCE
Tel: (42) 09.61.71

Telex: 410975F Aispa

Air Commodore J. Matthews
Divisional Product Support Manager
British Aerospace Dynamics Group
Stevenage Division

Six Hills Way, Stevenage
HERTFORDSHIRE SG1 2DA UK

Mr Paul M. Down

Project Executive

space and Communications Division
British Aerospace PLC

Argyle Way

STEVENAGE HERTFORDSHIRE SG1 2AS

UK

Tel: (0438) 313 456
Fax: (0438) 736637
Telex: 82130; 82187

Mr J.P. Rovitch

Executive Director

Motors Trading Corporation
GM Building

Detroit

MICHIGAN 48202 USA

Tel: (313) 556 9214
Telex: 425543

FORD AEROSPACE AND COMMUNICATIONS CORPORATION

Mr D.J. McMillen

3939 Fabian Way

PALO ALTO, CALIFORNIA 94303
USA

Mr Duncan L. Reynard
Business Operations Manager
Aussat IT

FACC

3939 Fablian Way

PALO ALTO CA 94303 USA
Tel: (415) 8527726
Telexs 348481

Mr Gerald E. York

sTC

252-280 Botany Road
Alexandria

SYDNEY NSW 2015
Telr (02) 6990044
Fax: (02) 6905111
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GARRETT CORPORATION

Mr R. Fenton

Manager

Garrett Aerospace pty Ltd
18-22 Murray Street
MARRICKVILLE NSW 2204
Tel: (02) 517 1000
Telex: AA 73277

HUGHES AIRCRAFT COMPANY
Mr J.H. Coocke.

Managing Director
Nicoll-Cooke Pty Ltd
Suite 16 Collins Place
45 Collins Street
MELBOURNE VIC 3000
Tel: (03) 6451733
Telex: AA 33665

(See also page 3)

LOCKHEED CALIFORNIA COMPANY
Mr Guy M. Gipple

Lockheed Aircraft (Australia)
Pty Ltd

49th Level, MLC Centre
Martin Place

SYDNEY, NSW 2000

Tel: (02) 233 2872

Telex: AA 23650

MCDONNELL DOUGLAS CORPORATION
Mr A.L. Patten

Marketing Manager Australia
McDonnel Douglas (Australia)
Pty Ltd

Gas Industry House

7 Moore Street

CANBERRA CITY ACT 2601

Tel: (062) 470899

Telex: AR 61621

¥r J.B. Fallow

Vvice President International Sales
and Market Development

The Garrett Corporation

9851 Ser

Los Angeles

CALIFORNIA 90009 USA

Tel: (213) 417 6862

Mr John Sternberg

Aussat Program Manager

RCA Aerospace and Defence,
Astro-Space Division

PO Box 8555

Philadelphia PA USA 15101
Tels (215) 354 2076

Telex: 846597 ceco SPACE XOP

Ms E.A. Kenneally

Manager Offshore Trade Development
Hughes Aircraft Company

Mail Station AlS4

P7200 Hughes Terrace

PO Box 45066

Los Angeles

CALIFORNIA. 90045 0066 USA

Tel: (213) S68 6632

Telex: 677064

Mr R.W. Householder

Manager International Offsets
Programs

McDonnell Douglas Astronautics
Company

St Louis Division

PO Box 516

St Louis

MISSOURI 63166 USA

Tels (314) 232 0232

Telex:



ROCKWELL INTERNATIONAL:

Contracts Manager

Collins Avionics Sales”and
Service

13 Assembly Drive

TULLAMARINE VIC 3043

Tel: (03) 7260766

Telex: AR 30450 Colinrad Melbourne

WESTLAND HELICOPTERS AGENT:
Mr Frank Markcrow

Defence Sales Division
Hawker Pacific Pty Ltd

92 Northbourne Avenue
CANBERRA ACT 2601

Tel: (062) 473099

Fax: (062) 473798

WESTLAND HELICOPTERS LTD
Mr J.C. Wood

Offsets Manager

Westland Helicopters Ltd
YEOVIL SOMERSET

UK BA20 2YB

Tel: (0935) 5222

Telex: 46277 Whyled G
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INDUSTRY SECTOR - COMPUTING EQUIPMENT

AMDAHL AUSTRALIA PTY LTD
Mr J.H. wWholley

Director of Field Marketing
123 Walker Street

NORTH SYDNEY NSW 2060

Tel: (02) 957 2222
Telex: AA 73936
Fax: (02) 957 6021

APPLE COMPUTER AUSTRALIA PTY LTD
Mr David Herringer

Strategic Development Manager

37 Waterloo Road

NORTH RYDE NSW 2113

Tel: (02) 888 5888

Telex: AA 73914 Apple

Fax: (062) 888 9156

CONCURRENT COMPUTER AUSTRALIA
PTY LTD (EX PERKIN-ELMER
CORPORATION)

Mr P. Pond

Financial Controller

3 Byfield Street

NORTH RYDE NSW 2113

Tel: (02) 8871000

Telexs AA 25642

Fax: (02) 887 3949

AMDAHL CORPORATION

Mr T. Meredith
Manager

Licensing and Offsets
250 East Arques Avenue
Sunnyvaile

CALIFORNIA 94086 USA

Tel: (408) 746 6000
Telex: 912 399 9293
Fax: (408) 773 0833

APPLE' COMPUTER INTERNATIONAL
20525 Mariani Avenue
Cupertino

CALIFORNIA 95014 USA

Tel: (408) 996 1010

Telex: 171576

Fax: (408) 996 0275

CANADIAN COMMERCIAL CORPORATION
Mr H.J. Graham

Place du Portage

7th Floor Tower C-1

11 Laurier Street

HULL QUEBEC CANADA K1AOSS

Tel:

Telex: 0533703

COMPUTER CORPORATION OF AMERICA
Mr M.E. Foxrd

Director

International Business Development
4 Cambridge Centre

Cambridge

MASSACHUSETTS 02142 Usa

Tel: (617) 492 8860

Telex: 710 320 6479

CONCURRENT COMPUTER CORPORATION
Corporate Headquarters

761 Main Avenue

Norwalk

CONNECTICUT 06856 USA

Tel: (203) 762 1000

Telex: 710 4683213

—
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COMPUTERVISION AUSTRALIA LTD
Mr Peter Ainscow

Financial and Administration
Manager

852 Canterbury Road

BOX HILL VIC 3128

Tel: (03) 922 2644

Telex: AA 23672

Fax: (03) 923 1135

CONTROL DATA AUSTRALIA PTY LTD
Mr A.H. Blackmore

Marketing Manager

493 St Kilda Road

MELBOURNE VIC 3004

Tel: (03) 268 9500

Telex: AA 30525

Fax: (03) 268 9579

DATAPOINT CORPORATION' PTY LTD
Mr Ken Boyd

157 walker Street

NORTH SYDNEY NSW 2060

Tel: (02) 922 3100

Telex: AA 26410 Sisco

Fax: (02) 92983%00

DATA GENERAL AUSTRALIA PTY LTD
Mr A. Bagnall

Branch Manager

5th Floor 64 Northbourne Avenue
BRADDON ACT 2601

Tel: (062) 48 9712

Telex: AA 61769

[y
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COMPUTERVISION CORPORATION

Mr Pertti Vulli

International Marketing Manager
15 Crosby Drive

Bedford

MASSACHUSETTS 01730 USA

Fax: 275 8786

CONTROL DATA CORPORATION

Mr R.J. Thomas

Countertrade Management Office
8100 34th Avenue South
Minneapolis

MINNESOTA 55440 USA

Tel: (612) 853 8100

Telex: 290435 TWX

Fax: (612) 853 5300

CROMENCO CORPORATION
Mr D. Andreini

Vice President
Marketing and Sales

PO Box 7400

Mountain View
CALIFORNIA 94039 USA
Tel: (415) 964 7400
Telex: 910 379 6988

DATAPOINT CORPORATICN
Mr R. Myers

Senior Vice President
International Operations
725 Datapoint Drive

San Antonio

TEXAS 78284 USA

Tel: (512) 699 7000
Fax: (512) 639 4442

DATA GENERAL CORPORATION
Mr E. de Castro

President

4400 Computer Drive
Westboro

MASSACHUSETTS 01580 USA
Tel: (617) 366 8911



DIGITAL EQUIPMENT AUSTRALIA

PTY LTD

Mr Chris Pink

Corporate Relations Manager
Chatswood Plaza, Railway Street
CHATSWOOD NSW 2067

Tel: (02) 412 5252

Telex: AA 20740

Fax: (02) 411 3582
Tel: (617) 264 7111
TECHWAY LTD

Mr R. Street

Marketing Manager

61 Lavender Street
MILSONS POINT NSW 2061
Tel: (02) 929 4988
Telex: AA 275987

Fax: (02) 957 6914

FUJITSU AUSTRALIA LIMITED
Mr Chris Black

External Affairs Manager
41 Mclaren Street

NORTH SYDNEY NSW 2060
Tel: (02) 959 6555
Telex: AA 25233

Fax: (02) 922 2653

HARRIS LANIER

Mr T. Venville
National Dealer Manager
408 victoria Road
GLADESVILLE NSW 2111
Tel: (02) 816 3555
Telex: AA 71501

Fax: (02) 816 2088

HEWLETT PACKARD AUSTRALIA LTD
Mr Bruce Graham

Corporate Development Managexr
31-41 Joseph Street
BLACKBURN VIC 3130

Tel: (03) 895 2835

Telex: AA 31024

Fax: (03) 898 7831
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DIGITAL EQUIPMENT CORPORATION

Mr Dick Poulsen
Vice-President of GIA

DEC International Headquarters
100 Nagog Park

Acton

MASSACHUSETTS USA

Tel: (617) 264 7111

Fax: (617) 264 6854

ELXSI CORPORATION
2334 Lundy Place

San Jose

CALIFORNIA 95131 USA
Tel: (408) 9422 0900

FUJITSU LIMITED
Mr Taketsune Watanabe

General Manager - Oceania Division

International Operations
6-1, Marunouchi l-chome
Chiyoda-ku

TOKYO JAPAN 100

Tel: (03) 216 3211
Telex: J22833

HARRIS CORPORATION
Mr Tom Brimer

PO Box 430
Melbourne

FLORIDA 32901 USA
Tel: (305) 727 9366
Fax: (305) 725 9138

HEWLETT PACKARD COMPANY

Mr A. Bickell

Vice President & Director of
Interncontinental Operations
3495 Dear Creek Road

Palo Alto

CALIFORNIA 94304 USA

Tals (415) 857 1501

Telext 348300

Fax: (415) 857 7045



HONEYWELYL INFORMATION SYSTEMS
AUSTRALIA PTY LTD

Mr B.E. McDonnell

Manager Offsets

124 wWalker Street

NORTH SYDNEY NSW 2060

Tel: (02) 823 9660

Telex: AA 24336

Fax: (02) 923 9644

IBM AUSTRALIA LIMITED

Mr David Barnes

Australian Industry Development
Programs Manager

Coonara Avenue

WEST PENNANT HILLS NSW 2120
Tel: (02) 634 8160

Telex: AR 25008

Fax: (02) 680 4285

ICL AUSTRALIA PTY LTD

Mr Roy Brady

Major Government Accounts
14 Rodborough Road
FRENCHS FOREST NSW 2086
Tel: (02) 452 9900
Telex: AA 25540

Fax: (02) 452 39006

MEMOREX PTY LTD

Mr P. Martin

Senior Manager ~ Finance
and Administration

61 Barry Street

NEUTRAL BAY NSW 2089
Tel: (02) 908 2211
Telex: AA 23003

Fax: (02) 9084630
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HONEYWELL INFORMATION SYSTEMS
CORPORATION

Mr Dick Litschgi

Vice President - International
Honeywell Plaza

Minneapolis

MINNESOTA 55408 USA

Tel:s (612) 870 5200

Telex: 290651

Fax: (612) 896 3894

IBM CORPORATION

Mr Ken Dam

Vice President
Armonk

New York

NEW YORK USA

Tel: (617) 895 2874

Asia/Pacific Region

Mr R.0. Lehmann

External Relations Manager
Shuwa Kaniyache Building
3~13 Toranomon 4§-chome
Minatao-ku

TOKYQ 105 JAPAN

Tels 03 438 5872

INTERNATIONAL COMPUTERS LTD

Mr Nigel Hartnell

Vice President

Marketing and Business Strategy
ICL House

Off Putney Bridge Road

South of the River

Putney

LONDON ENGLAND

Tel: (01) 788 7272

Telex: 22971 ICLUK

Fax: 0011 441 7887272 ext 2381

MEMOREX INTERNATIONAL

Mr Jay Swent

Vice President, Finance
Hounslow House

730 London Road

Hounslow East

MIDDLESEX ENGLAND TW3 1PD
Tels (01) 572 73911

Telex: 938795
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NATIONAL ADVANCED SYSTEMS
PTY LTD

Mr I. Cameron

Vice President, Finance and
Administration Asia/Pacific
4th Floor

11-17 Khartoum Road

NORTH RYDE NSW 2113

Tel: (02) 887 4455

Telex: AA 27173

Fax: (02) 887 4899

NEC INFORMATION SYSTEMS
AUSTRALIA PTY LTD

Mr Graham Curry

99 Nicholson Street

ST. LEONARDS' NSW 2065
Tel: (02) 438 3544
Telex: AA 27411

Fax: (02) 439 7036

NCR AUSTRALIA PTY LTD

Mr G. Hatfield

Offsets Officer

23-47 villiers Street
NORTH MELBOURNE VIC 3051
Tel: (03) 328 0481
Telex: AA 32328

Fax: (03) 329 2894

NIXDORF COMPU'X‘ER PTY LTD
Mr Ian Irving

NSW Manager

655 Pacific Highway

ST. LEONARDS NSW 2065
Tel: (02) 439 5477
Telex: AR 26198

Fax: (02) 439 6129

OLIVETTI AUSTRALIA PTY LTD
Mr Ivan Garsia

Company Secretary

140 William Street

SYDNEY NSW 2011

Tel: (02) 358 2655
Telex: AA 23197

Fax: (02) 358 3258
Viatel: 235826550
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NATIONAL SEMICONDUCTOR CORPORATION

Mr Charles E. Sporck
President

2900 Semiconductor Drive
PO Box 58090

Santa Clara

CALIFORNIA USA 95052-8090
Tel:s (408) 721 5000
Telex: TWX 91033

NEC CORPORATION

Mr Shimofuku
Oceania Division
33-1 shiba S5-chome
Minato-ku

TOKYO 108 JAPAN
Tel:s (03) 454111

NIXDORF COMPUTER AG
Marketing Department
Fuerstenallee 7
Paderborn 4790

WEST GERMANY

Tel: (052) 51150
Telex: 41 936791

OLIVETTI SPA

¥r D. Osella

Group Financial/Commercial
Controller

Ing. C Olivetti C

IVREA . ITALY 1001$

Tel: (0125) 525

Fax: (0125) 22067
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PRIME COMPUTERS OF AUSTRALIA
PTY LTD

Mr David Denham

Branch Manager

Belconnen Churches Centre
Benjamin Way

BELCONNEN ACT 2617

Tel: (062) 51 53 88

Telex: AA 61530

RANK XEROX (AUSTRALIA) PTY LTD
Mr Phil Chambers

970-980 Pacific Highway
PYMBLE NSW 2073

Tel: (02) 449 0449

Telex: (AA 121200

Fax: (02) 488 9613

SIGMA DATA CORPORATION PTY LTD
Mr J. Williamson

General Manager

11th Floor, 157 Walker Street
NORTH SYDNEY NSW 2060

Tel: (02) 957 3777

Telex: AA 71397

Fax: (02) 9572013

UNISYS AUSTRALIA

Mr Brin McGeorxge
Manager Offsets Program
30 Alfred Street
MILSONS POINT NSW 2061
Tel: (02) 963 6000
Telex: AA 23015

Fax: (02) 957 3370

STORAGE TECHNOLOGY OF
AUSTRALIA PTY LTD

Mr David Harvey

Systems Consulting Sexvices
Manager

67 Constitution Avenue
CAMPBELL ACT 2601

Tel: (062) 57 1251

Fax: (052) 47 8875
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PRIME COMPUTERS INC

Prime Park
Natick
MASSACHUSETTS 01760 USA

RANK XEROX LIMITED

Mr R. Reeve

Company Secretary

Parkway

Marlow

BUCKINGHAMSHIRE SL71YL UK
Tel: (628) 890000

Telex: 846666

CONVERGENT TECHNOLOGIES INC.
Ms. Carol Tjian
International Sales
Asia/Pacific Region
(Mail Stop 11~029)

2700 North First Street
PO Box 6685

San Jose

CALIFORNIA 95150 USA
Tel: (408) 434 2945
Telex: 230 176825

Fax: (408) 434 2131

UNISYS CORPORATION

Dr. Paul Stern
President

Jolly Road/Township Lane
Blue Bell

PENNSYLVANIA 19424 USA
Tel: (215) 542 4011

STORAGE TECHNOLOGY CORPORATION

Mr T. Gooch

Vice President - Pacific and
Latin America

2270 South 88th Street
Louisville

COLORADO 80028 USA

Tel: (303) 673 5333

Telexs:s 3720475, 3720476

Fax: (303) 673 5014
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TANDEM NONSTOP PTY LID
Mr B.A. Mollett
Marketing Manager

470 St Kilda Road
MELBOURNE VIC 3004
Tel: (03) 268 2500
Telex: AA 33848

Fax: (03) 8200758

TANDY AUSTRALIA LIMITED
Mr Peter Morgan

Centre Manager

Tandy Business Computers
South Tower

Custom Credit House
CANBERRA CITY ACT
Tel: (062) 47 0322

2601

TELEX (AUSTRALASIA) PTY LTD
Mr Travis Kennedy

Telex Computers

NORTH SYDNEY NSW 2060
Tel: (02) 922 4077

WANG COMPUTER PTY LTD

Mr R. Howard

Manager, Government Policy and
Liaison

Corinna St, Cnr Brewer Street
WODEN ACT 606

Tel: (062) 81 1999

Telex: AA 62509

Faxs (062) 816 959
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TANDEM COMPUTERS INCORPORATED
Mr Humphrey Polanen

Director International
Cupertino Headquartexs

19191 Valko Parkway
Cupertino

CALIFORNIA 95014-2525 USA
Tel: (408) 725 6770

Telex: 171648 TANDENCFTO

Fax: (408) 725 6635

TELEX COMPUTER PRODUCTS
INTERNATIONAL

115 Norwood Park South
Norwood

MASSACHUSETTS 02062 USA
Tel: (617) 769 8000
Telex: 6713551 TCPWT

Fax: (617) 762 0334

VIDECOM LIMITED

Mr Keith S. Barker
Managing Director
videcom Ltd
Newtown Road
HENLEY-ON~THOMAS
OXON RGY 1HG UK
Tel: (0491) 578427
Telex: 847953

WANG LABORATORIES INC
Mr Michael Clarkin

Vice President

South Pacific Operations
1 Industrial Avenue
Lowell

MASSACHUSETTS USA

Tel:s (617) 967 4912
Telex: 947421

—
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WICAT SYSTEMS PACIFIC PTY LTD
Mr Michasl Jukes.

Managing Director

7th Floor

77 Pacific Highway

NORTH SYDNEY NSW 2060

Tel: (02) 957 4044

Telex: AA73857

Fax: (02) 957 2285

PYRAMID TECHNOLOGY AUSTRALIA
PTY LTD

Mr Gary Jackson

20 Walthan Street

ARTARMON NSW 2064

Tel: (02) 438 1266

Fax: (02) 439 4036

SUN COMPUTERS AUSTRALIA
Mr Val Mickan

Managing Director

Unit 2

49-53 Hotham Parade
ARTARMON NSW 2064
Tel: (02) 436 4639
Telex: AA 177621

Fax: (02) 436 1084
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WICAT SYSTEMS INC

Mr Michael Samulian
Director-rPacific

1875 South State Street
Orem

UTAH 84057 USA

PYRAMID TECHNOLOGY CORPORATION

Mr Bill Shellooce

Vice President

PO Box 7295

Hountain View
CALIFORNIA 94039 USA
Tel: (415) 965 7200
Faxs (415) 967 4344

SUN MICROSYSTEMS INC
2550 Garcia Avenue
Mountainview
CALIFORNIA 94043 USA
Tel: (415) 960 1300
Telex: 28815
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INDUSTRY SECTOR - TELECOMMUNICATIONS AND RADAR EQUIPMENT

AEG' AKTIENGELLSCHAFT

Mr T.E. Toohey
Australian and New Zealand
Representative

Radic and Radar Systems Group
PO Box 36

BELCONNEN ACT 2616

Tel: (062) 51 5790

Telex: AA 61446

Fax: (062) 51 6421

ALCATEL-THOMPSON GROUP
Mr F. Loubry
Marketing Manager
CIT-Alcatel Pty Ltd
324 St Kilda Road
MELBOURNE VIC 3004
Tel: (03) 690 84677
Telex: AA 35566

ANDREW CORPORATION

Mr Volker Lange

Sales Manager

Andrew Antennas

153 Barry Road
CAMPBELLFIELD VIC 3061
Tel: (03) 359 2322
Telex: AA 30840

Fax: (03) 359 1257

ANRITSU' CORPORATION

Mr T. Saraki

General Manager Business
Division

Sumitomo Australia Ltd

32nd Level, 8-18 Bent Street
SYDNEY NSW 2000

Tel: (02) 232 3111

Telex: AA 20201 Sumitomo
Faxs (02) 235 1908

AT & T INTERNATIONAL

My J.D. Berrier

Managing Director

AT & T International Australia
Ltd

Level 21 Westpac Plaza

60 Margaret Street

SYDNEY NSW 2000

Tels (02) 221 3055

Telex: AR 72729 Attiaun
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Mr Jankowski (Export Dept)
Elizabethanstrasse 3
D-7900 (Donau)

FRG

Mr M. Companyo
General Manager
Alcatel Thomson

33 Rue Emeriau

75725 PARIS CEDEX 15
FRANCE

The Manager

Licensing and Offsets
Anritsuy Corporation
10-27 Minamiazabu
S-chome Minato-ku
TOKYO JAPAN

Tel:

Telex:
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BBL INTERNATIONAL

Mr J.D. Webb

National Sales Manager
c/- Motorola Electronics
Australia Pty ltd

666 Wellington Road
MULGRAVE VIC 3170
Tel: (03> 561 3555
Telex: AA 32516 Motorola

CASE COMMUNICATIONS CORPORATION
Mr Rob Stewart

General Manager

Case Communication Systems Ltd
616 St Xilda Road

MELBOURNE VIC 3004

Tel: (03) 529 7644

Telex: AA 37388
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COSSOR ELECTRONICS LIMITED
Mr Eddie Finn

Executive Marketing Manager
Elizabeth Way

The Pinnacles, Harlow
ESSEX CM19 5BB UK

Tel: (0279) 26862

Telex: 81228 Cossor G

ENTERPRISE ELECTRONICS CORPORATION

Mr F.W. Coustley

Manager - Electronic Systems
Brown and Dureau Ltd

158 City Road

SOUTH MELBOURNE VIC 3205
Tel: (03) 627581

Telex: AA 31480

ERICSSON LM PTY LTD

Mr B. Cox

Corporate Quality Manager
61 Riggall Street
BROADMEADOWS VIC 3047
Tel: (03) 309 2244
Telex: AA 30555

FERRANTI COMPUTER SYSTEMS
Mr J.S., Davies

General Manager

Ferranti Computer Systems
Australia Pty Ltd

22 Mandible Street
ALEXANDRIA NSW 2015
Tal: (02) 6985544

Telex: AA 25383 Fersy

Mrs Fiona Yeomans
Contracts Officer
Ferranti Computer Systems
Ty Coch Wy

CWMBRAN GWENT NP447XX UK
Tel: (06333) 71111
Telex: 497636 Ferranti



FUJITSU AUSTRALIA LIMITED
Mr Chris Black

External Affairs Manager
41 McLaren Street

NORTH SYDNEY NSW 2060
Tel: (02) 953 6555
Telex: AA 25233

Fax: (02) 922 2653

GTE CORPORATION

Mx Jeff T. Collinson
General Manager

GTE Australia Pty Ltd
Telecommunications Division
899 Whitehorse Road

BOX HILL VIC 3128

Tel: (03) 8900866

Telex: AA 32706

HOLLANDSE SIGNAAL APPARATEN B.V.
Mr M. Peachy

Manager Defence Marketing
Philips Communications Systems
Ltd

2 Greenhills Avenue

MOOREBANK NSW 2170

Tel: (02) 602 2000

Telex: AA 20165 Ausmope
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FUJITSU CORPORATION
1015 Komikodana
Nakahara-ku
KAWASAKI JAPAN

Mr M. Cozzi

Marketing Director
Telecommunications

GTE Telecommunicazioni SPA
Viale Europa 46
Cologna Monzese
MILAN ITALY

20093

HAZELTINE CORPORATION
Mr John B. Colombo
Offsets Director
Greenlawm

NY 211740 USA

Tel: (516) 261 7000

My P.F. Garside

Commercial Manager

Hollandse Signaal Apparaten B.V.
HENGELO

Zuideli jke Havenweg 40

THE NETHERLANDS

Tel: (074) 488111

Telex: 44310

HUGHES AIRCRAFT COMPANY - SPACE AND COMMUNICATIONS GROUP

Mr R.J. Barlow
Managing Director
Consuo Pty Ltd
Level 59 MLC Centre
Martin Place
SYDNEY NSW 2000
Tels (02) 2351248
Telexs AR 73114

Mr V.T. Trail

Program Manager AUSSAT

Space and Communications Group
Hughes Aircraft Company

PO Box 92919

Los Angeles

CALIFORNIA 90009 USA

Tel: (213) 615 8502

Telex:

Ms E.A. Xenneally

Manager Offshore Trade Development

Hughes Aircraft Company
Mail Station AlS54

7200 Hughes Terrace

PO Box 45066

Los Angeles

CALIFORNIA 90045-0066 USA
Tel: (213) 568 6632

Telex: 677064
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INTELLIGENT BUSINESS
COMMUNICATIONS CORPORATION
Mr W.A. Lane

Director IRC Sales

IBC Corporation

80 Oser Avenue

Hauppauge

NEW YORK 11788 USA
Tel: (516) 434 1000
Telex: 968519

KELVIN HUGHES

The Manager
Licensing and Offsets
New North Road
Hainault

ILFORD ESSEX UK
Tel: 01 5001020
Telex: 896401

KRONE' GmbH

Mr C. Jones

Company Secretary

Krone (Australia) Technique Pty
Ltd

2 Hereford Street

BERKELEY VALE NSW 2259

Tel: (043) 884422

Telex: AA 71651 Krnaus

MACDONALD DETTWILER AND ASSOCIATES
LTD

Mr P. Rufli

Sales Manager Australia and Asia
MacDonald Dettwiller and
Associates Ltd

3751 Shell Road

Richmond BC

CANADA V6X229

Tel: (604) 278 3411

Telex: 04 355599

MAGNAVOX

Mr Charles Horvath
Magnavox Overseas Ltd
1313 Production Road
Fort Wayne

INDIANA 46808 USA
Tel: (219) 429 6000
Telex: 232478 Magnavox.



MARCONI COMPANY LTD

Mr Godfrey W. Hole Mr M. Garnett

Divisional Chief Executive Assistant Marketing Director
GEC Marconi Division Marconi Communications Systems
GEC Australia Ltd Ltd

5 Slough Avenue Marconi House

SILVERWATER NSW 2141 New Street

Tel: (02) 6472455 CHELMSFORD CMI IPL UK
Telex: AA 20973 Tel: (0245) 353221

Telex: 99201

MATSUSHITA CORPORATIONS

Mr Gerald E. York

Offsets and Export Manager
Standard Telephones and Cables
Pty Ltd

252-280 Botany Road
ALEXANDRIA NSW 2015

Tel: (02) 699 0044

Telex: AA 20208

MITSUBISHI ELECTRIC CORPORATION

Mr J.R. Hill

Manager Electronic .Products 2-3 Marunouchi 2-chome
Mitsubishi Australia Pty Ltd Chijoda-ku

73-75 Epping Road TOKYO' JAPAN

HORTH RYDE NSW 2113 Tel: (03) 218 2111
Tel: (02) 888 5777 Telex: Melco J24532

Telex: AA 26614 Mesyd

NEC CORPORATION

Mr Y.E. Shimizu

Group Manager

Marketing and Sales Group
NEC Australia Pty Ltd

PO Box 6080

ST KILDA CENTRAL VIC 3004
Tel: (03) 560 5233

Telex: AA 31009 Nected

NITSUKO CORPORATION

Mr Gerald E. York

Offsets and Export Manager
Standard Telephones and
Cables Pty Ltd

252-280 Botany Road
ALEXANDRIA NSW 2015

Tel: (02) 699 0044
Telex: AA 20208
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PLESSEY COMPANY LTD

Mr Graham Sheperd
General Manager

Plessey Australia Pty Ltd
8 Faraday Park

Railway Road

MEADOWBANEK NSW 2114
Tel: (02) 807 0400
Telex: AA 21471

RACAL GROUP

Mr B, Hammond

Operations Manager
Racal-Milgoe Australia Pty Ltd
47 Talavera Road

NORTH RYDE NSW 2113

Tel: (02) 88 6644

Telex: AA 20365 Racmil

RAYTHEON-SUBMARINE SIGNAL DIVISION
Mr V.J. Arnold

International Programs

Raytheon Company

Submarine Signal Division

PO Box 360

Portsmouth

RHODE ISLAND 02871 USA

Tel: (401) 847 8000

Telex: 681 7111 Rayri

SANDERS ASSOCIATES

Mr R.A. Reed

Executive Vice President
International Operations
Federal Systems Group
sanders Associates

95 Comal Street

Nashua

NEW HAMPSHIRE 03061 USA
Tel: (603) 885 5336
Telex: 943430

SAGEM

Mr Phillipe Odouard
Australian Manager
Sagem

122 Euston Road
ALEXANDRIA NSW 2015
Tel: (02) 516 5399
Telex: AN 71572 Sagem



SCHLUMBERGER ELECTRONICS LTD
Mr. R.H. Martin

Project Liaison
Schlumberger Instrumentation
Australia Pty Ltd

45 Whyalla Street

FYSHWICK ACT 2609

Tel: (062) 80 6481

Telex: AA 62588

SCIENTIFIC ATLANTA

Mr Ivan B. Trayling
Marketing Executive
Plessey Australia Pty Ltd
Faraday Park

Railway Road

MEADOWBANK NSW 2114
Tel: (02> 807 0400
Telex: AN 72384

SELENIA INDUSTRIE ELETTRONICHE
ASSOCIATES S.P.A.

Mr Xen Lecomte

Manager ACT

NIC Instrument Company

6721 and 8/21 Colbee Court
PHILLIP ACT 2606

Tel: (062) 822379

SIEMENS AG

Mr Juergen Schnaedelbach
Commercial Manager
Communications Products
Siemens Ltd

544 Church Street
RICHMOND VIC 3121

Tel: (03) 430 7325
Telex: AA 30425 Siemens

STANDARD ELECTRIC. LORENZ

Mr Gerald E. York

offsets and Export Manager
standard Telephones and Cables
Pty Ltd 252-280 Botany Road
ALEXANDRIA NSW 2015

Tel: (02> 699 0044

Telex: AA 20280
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The Manager,

Licensing and Offsets
Schlumberger Electronics Ltd
124 Victoria Road
Farnsborough GUl
HAMPSHIRE UK

4PW

Mr David E. Eggers

General Counsel and Secretary
Scientific Atlanta

One Technology Parkway

Box 105600

Atlanta

CALIFORNIA 30340 USA

Tel: 404441-4000

Telex: 4611081 Sciatla

Mr C.E. Chiarelli

International Marketing Director
Selenia Industrie Elettroniche
Associates S.P.A.

via Tiburtina Xm 12.400-00131
ROMA ITALY

Tel: 43602763

Telex: 613690 Selrom 1

Hofmannstrasse 51
postfach 700073
D-8000

MUNICR 70 W. GERMANY
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STC SUBMARINE SYSTEMS DIVISION
My Gerald E. York

Offsets and Export Manager
Standard Telephones and Cables
Pty Ltd

252-280 Botany Road
ALEXANDRIA NSW 2015

Tel: (02) 699 0044

Telex: AA 20280 Stc

TELCER TELEFONIA SPA

Mr R.K. Stevens
Secretary

Taelcer Australia Pty Ltd
PO Box 126

MAYFIELD NSW 2304
Tel: (049) 64 8266
Telex: AA 28293

- 24 -

Mr J.F, Tilly

Director Marketing

Standard Telephones and Cables
Submarine Systems Division
Christchurch Way

GREENWICH LONDON SE10 OAG UK
Tel: (44) 01-8583291

Telex: 23687 Relay WC2

TELECOMMUNICATIONS TECHNOLOGY INCORPORATED

Mr R. Clemasha

Managing Director
Magna-Techtronics (Australia)
Pty Ltd

14 Whiting Street

ARTARMON NSW 2064

Tel: (02) 427 0666

Telex: AA 24655

TELFONAKTIEBOLAGET LM ERICSSON
Mr B. Cox

Corporats Quality Manager

LM Ericsson Pty Ltd

61 Riggal Street

BROADMEADOWS VIC 3047

Tel: (03) 309 2244

Telex: AA 30555 Ericmel

TELLETRA TELEFONIA ELETTRONICA
E RADIO SPA

Mr Pier Scolaris

Australian Sales Manager
Telletra Telefonia Elettronica
e Radio SPA

c/o0 AWA Ltd

North Ryde Division

Cnr Talavera & Lane Cove Roads
NORTH RYDE NSW 2113

Tel: (02) 887 7111

Telex: AA 20623 Awaryde

Mr B. Johansson
Vastberga Alle 36
§-126 25 STOCKHOLM
SWEDEN

Tel: 46 87190000
Telex: 14910

Mr H. Westermark

Area Sales Manager

Air Traffic Control Systems
Ericsson-Ericsson Radio Systems
Torshamnsgatan 32 KISTA §-16380
STOCKHOLM. SWEDEN

Mr G. Dirolami

Commercial Sales Manager
Commercial Operations Direction
Telletra SPA

20059 Vimercate

MILANO ITALY

Tel: 39 39 6655-504

Telex: 330630
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THOMSON-CSF

Mr J. Limoges

Managing Director

Thomson. CSF (Australasia) Pty Ltd
National Press Club Building
BARTON ACT: 2600

Tel: (062) 73 3266

Telexs AA 61975

TIW INDUSTRIES

The President

TIW Industries Ltd
629 Eastern Avenue
TORONTO ONTARIO
CANADA M4M 1E4
Tel: 416 461 8111

WANDEL AND GOLTERMAN AG

Mr Stan Condy

Managing Director

Wandel and Goltermann Pty Ltd
Suite 13

20 Commercial Road

MELBOURKNE: VIC 3004

Tel: (03) 267 8699

Telex: AA 34801 Wga

ZELLWEGER USTER AG

Mr F. Backer

General Manager

Zellweger Uster Pty Ltd

42 wWattle Road

BROOKVALE NSW 2100

Tel: (02) 938 3711

Talex: AA 24446 Zellripple Sydney
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AEG AKTIENGESSELLSCHAFT
Mr T.E. Toohey

Australian and New Zealand
Representative

Postal Equipment Division
BELCONNEN ACT 2616

Tel: (062) 515790

Telex: 61446

Fax: (062) 51 6421

ANGUS AND COOTE

Mr Howard Thuge
General Manager
Business Development
500 George Street
SYDNEY NSW 2000
Telex: 70730

BASE TEN SYSTEMS INCORPORATED
Mr Gerald E. York

Offsets and Export Manager
Standard Telephones and Cables
Pty Ltd

252-280 Botany Road
ALEXANDRIA NSW 2015

Tel: (02) 699 0044

Telex: AA 20280

Dr. Kurt Scheidhaver

Vice President Sorting and
Distribution Systems
Bucklestrasse 1-5

D-7750 XONSTANZ FRG

OPTICON EXPORT A/S
9- Klaedemaakt
Copenhagen DK2100
DENMARK

Mr J, Pohlke

Vice President

Base Ten Systems Incorporated
PO Box 3151

TRENTON NJ 08619 UsA

Tel: (609) 586 7010

Telex: 475 4158

CAE ELECTRONICS LTD

Mr Pierre Tremblay
Product Marketing Manager
CAE International Ltd
8585 Cote de Liesse

St Laurent

MONTREAL H4T 1G6

CANADA

Tel: (514) 341 6780
Telex: 05 824856

CENTRONICS LTD

Mr D.A. Malcolm
International Sales Managexr
Centronics House

Xing Henry’s Drive

New Addington

CROYDON' CR$ OBG UK

Tel: 0689 42121

Telex: 896474 Centro G
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COMPUTING DEVICES COMPANY
Mr R. Trisnan

Computing Devices Company
PO Box 8508

OTTAWA CANADA K1G 3M9
Tel: (613) S96 7200
Telex: 053 4139

CORNING. GLASS WORKS

Mr C.J. Lucy

Director

International Operations
Corning Glass Works

MP BH 03 1

Corning

NEW YORK 14830 USA
Tel: (607) 974 4411
Telex: 932498 Corning

E SYSTEMS

My H. Driscoll

Director International Marketing
Montek Division

E Systems

22685 3270W

Salt Lake City

UTAH 84119 USA

Tel: 801 973400

Telex: 388419

FORD AEROSPACE AND COMMUNICATIONS CORPORATION
Mr D.J. McMillen

Suite 7

Noxrthbourne Avenue

BRADDON ACT 2601

Tel: (062) 473658

Telex: AA 61601

HONEYWELL UNDERSEAS SYSTEMS
DIVISION

Mr C.B. Rabuse

Program Manager International
Underseas Systems Division
600 Second Street NE

Hopkins

MINNESOTA 55343 USA

Tel: (612) 9315749

HOTCHKISS-BRANDT SOGEME

Mr P. Loubry Mr P.A. Barbiere
Marketing Manager General Manager
CIT-Alcatel Pty Ltd Postal Affaires

324 5t Kilda Road Hotchkiss Brandt Sogeme
MELBOURNE VIC 3004 PR 111

Tels (03) 6908477 93203 SAINT DENIS
Telex: AA. 35566 Cedex 1 FRANCE
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INSTITUT DR FOERSTER

Mr P, Burleigh

KK&S Instruments Pty Ltd
551 pitwater Road
BROOKVALE NSW 2100
Tel: (02) 938 5700
Telex: AA 27840 KKS

KRUPP GmbH

Mr J.H. Hazell Herr H. Rathke

General Manager Pvei

Krupp (Australia) Pty Ltd Krupp Atlas Electronik Bremen
Kae Division Sebaldsbrucker 235

77 Pacific Highway Herstrasse 235

NORTH SYDNEY NSW 2060 2800 BREMEN 44 FRG

Tel: (02) 929 8633
Telex: AA 24815 Kruppaust Sydney

LITTON INDUSTRIES INCORPORATED
Mr J.0. O’Rendy

Director Marketing

Aero Products Division

Litton Incorporated

26540 Agoura Road

Calabasas

CALIFORNIA 91302 USA

Tel: (818) 880 5200

Telex: 662619

NEC CORPORATION

Mr Y.E. Shimizu

Group General Manager
Marketing and Sales Group
NEC Australia Pty Ltd

PO Box 6080

ST KILDA CENTRAL VIC 3004
Tel: (03) 267 8455

Telex: AA 37327 Nectcd

PHILIPS GLOELIAMPENFABRIEKEN

Mr Mike Peachy

Manager Defence Marketing

Philips Communication Systems Ltd
2 Greenhills Avenue

MOOREBANK NSW 2170

Tel: (02) 602 2000

Telex: AA 20165

Ausmope
PHILIPS UK GROUP OF COMPANIES
¥r Mike Peachy Mr David Watson
Manager Defence Marketing Group Export Finance Manager
Philips Communication Systems Ltd Philips Electronics
2 Greenhills Avenue 84 Andrews Road
MOOREBANK NSW 2170 CAMBRIDGE CB4 1DP
Tel: (02) 602 2000 Tel: (0023) 358985
Telex: AA 20165 Ausmope Telex: 81105 Pyecam G
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PHONAK AG

Mr Adrian Hughes

General Manager

Telex (Australasia) Pty Ltd
387 George Street

SYDNEY NSW 2000

Tel: (02) 29 6706

Telex: AA 74440

PLESSEY LIMITED

Mr Richard K. Yue

Manager Communications Systems
Plessey Australia Pty Ltd
Faraday Park

Railway Road

MEADOWBANK NSW 2114

Tel: (02) 807 0400

Telex: AA 21471 Plestd

REDIFFUSION SIMULATION LTD
Mr D.H. Glenister
Commercial Department
Gatwick Road

CRAWLEY

SUSSEX RH10 2RL UK
Tel: (0293) 28811

Telex: 87327

29 -

Mr Andreas Rihs

Managing Director Marketing
Laubisrutistrasse

CH 8712 Staffa

SWITZERLAND

Tel: 01 925 1171

Telex: 875205 Phonch

RAYTHEON CANADA LTD

Mr J.E. Butler

Australian ASR Proposal Manager
Raytheon Canada Ltd

400 Phillip Street

Waterloo

ONTARIO CANADA N2J 4K6

Tel: (519) 885 0110

Telex; 069 55431

REDIFFUSION SIMULATION
INCORPORATED

Mr W.P. McMahon

Director Contracts

Redifon Simulation Incorporated
2200 Arlington Downs Road
Arlington

TEXAS 76011 USA

Tel: (817> 469 8411

Telex: 75 8308



RENATA AG

Mr A. Hughes

General Manager

Telex Australasia Pty Ltd
2nd Flcor

Culwulla Chambers

67 Castlereagh Street
SYDNEY NSW 2000

Tel: (02) 221 5733
Telex: AR 74440

ROCKWELL INTERNATIONAL
Mr Frawley

Contracts Manager
Rockwell Electronics
(Australasia) Pty Ltd
Maroondah Highway
LILLYDALE VIC 3140
Tel: (03) 726 0966
Telex: AA 30450

SENNHEISER

Philip B. Lawson

R.H. Cunningham Pty Ltd
146 Roden Street
WEST MELBOURNE VIC
Tel: (03) 329 9633
Telex: 31447

3003
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Mr R.R.
Director
Rockwell International Trading
600 Grant Street
Pittsburgh
PENNSYLVANIA 15219
Tel: (412) 565 7179
Telex: 866213 Rockwell Pgh A

Schenken

Usa

SENNHEISER ELECTRONIC XG
Klaus-Hinrich Wichmann
Managing Professional Group
D-3002 Wedemark

FRG
Tel: (05130) 58 3338

SINGER COMPANY - KEARFOTT DIVISION

Mr D.N. Wilson
Managing Director
Singer Australia Ltd
369-385 Wattle Street

Broadway
SYDNEY NSW 2007
Tel: (02) 20951

Telex: AA 24509

SINGER COMPANY - LINK DIVISION
Mr D.N. Wilson

Managing Director

Singer Australia Ltd

369-385 Wattle Street

Broadway
SYDNEY NSW 2007
Tel:s (02) 20951

Telex: AA 24509

Mr R.H. Hauck

Singer (Kearfott Division)
1150 McBride Avenue
Little Falls

NEW JERSEY 07424
Tel: (201) 2564000
Telex: 710 988 5700

USA

Mr J.F. Aebil

Manager

Co-production and Offset
Singer Company (Link Division)
Binghampton

NEW YORK 13902 USA

Tels (607) 772 3011
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SONY CORPORATION

Mr John Horsfield
General Manager Finance &
Administration & Company
Secretary

Sony (Australia) Pty Ltd
33-39 Talavera Road
NORTH RYDE NSW 2113
Tel: (02) 887 6666
Telex: AA 24254

SPERRY-DEFENCE SYSTEMS DIVISION
Mr J.W. Rogers

Regional Program Manager

sperry Defence Systems Division
Sperry Computer Systems

133 Newcastle Street

FYSHWICK ACT 2609

Tel: (062) 80 6966

Telex: AA 61467

SUMITOMO CORPORATION

Mr Ted Saraki

General Manager, Business Division
Sumitomo Australia Ltd

32nd Level

8-18 Bent Street

SYDNEY NSW 2000

Tel: (02) 232 3111

Talex: AA 228887 Sumitom

TELEDYNE INCORPORATED

Mr J.E. Rickards

Manager

Teledyne Industries International
Incorporated

Suite 5

118 Church Street

HAWTHORNE VIC 3122

Tel: (03) 819 2955

Telex: AA 38264

TELEFONAKTIEBOLAGET LM ERICSSON
Mr G. Cobb

Corporate Quality Manager

L¥ Ericsson Pty Ltd

61 Riggal Stxeet

BROADMEADOWS VIC 3047

Tel:s (03) 309 2244

Telex: AA 30555 Ericmel
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Mr J.E. Smith

Teledyne International
1901 Avenue of the Starts
Los Angeles

CALIFORNIA 90067 USA
Tel: (213) 277 3311
Telex: 674181

Mr B. Johansson

XF/0FC

Telefonaktiebolaget LM Ericsson
Vastbexga Alee 36

§-126 25 STOCKHOLM

SWEDEN

Tel: (468) 719 0000
Telex: 14910
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TELENOKIA OY

¥r Yrio Sirkeinen
melenokia Oy

PO Box 33, SF-2601
ESPOO 60

FINLAND

.Tel: 90 511 5575
Telex: 123310 Telno

THOMPSON-CSF

Mr J. Limoges

Managing pirector
Thompson-CSF (Australasia)
pty Ltd

National Press Club Building
16 National Circuit

BARTON ACT 2600

Tel: (062) 73 3266

Telex: AR 61975 Thomaus

THORN-EMI PLC

Mr Jack S. Holms
Thorn EMI glectzonics
Australia Pty Ltd

PO Box 161

ELIZABETH SA 5112
Tel: (08) 256 0211
Telex: AL 89428

PHE MARCONI COMPANY LTD
Mr G.W.R. Hole

Divisional Chief Executive
GEC Marconi pivision

GEC Australia Ltd

slough Avenue

SILVERWATER NSW 2141
Tel:s (02) 647 2455
Telex: AA 20973

TIE TINTERNATIONAL

¥r G. Power

yice President Marketing
23 0ld Kings Highway
gouth Darien

CONNECTICUT 06820 USA
pals (203) 656 1535
Telex: 4750081 Tie Intl

WESTINGHOUSE ELECTRIC CORPORATION
¥r 8.E. Wood

Manager

International strategic planning
Westinghouse Electric Coxporation
Wastinghouse Building

Gateway Centre

pittsburgh

PENNSYLVANIA 15222 USA

meltr (412) 642 4771

pelex: 866194
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INDUSTRY SECTOR - CIVIL VEHICLES AND ASSOCIATED EQUIPMENT

DAIMLER-BENZ AG

Mr Roland Vogel

Group Manager Materials
Mercedes-Benz (Australia) Pty Ltd
12-26 Dunlop Road
MULGRAVE VIC 3170

PO Box 214

GLEN WAVERLEY VIC 3150
Tel: (03) 566 9382
Telex: AA 31735 Mercstarx
Fax: (03) 561 7296

FORD MOTOR COMPANY

Mr Graham Barker

Managex

Government Affairs

Ford Motor Company of Australia Ltd
1735 Sydney Road

CAMPBELLFIELD VIC 3061

Tal: (03) 359 8146

Telex: AA 30624 Foxd

Fax: (03) 357 1824

M.A.N.

Mr S.A. Janzon

Director Finance and Administration
H.Q.N. Automotive (Australia) Pty
Lt

32 Ricketty Street

MASCOT NSW 2020

Tel: (02) 669 1911

Telex: AA 70277

MOTORS TRADING CORPORATION

Mr Tom Newbiggin Mr J.P. Kovitch

Product Sales Executive Director

Holden's Engine & Component GM Motors Trading Corporation
Company GM Building

241 Salmon Street Detroit

PORT MELBOURNE VIC 3207 MICHIGAN 48202 USA

Tel:s (03) 647 1152 Tel:s (313) 556 9214

Telex: AA 30212 Telex: 425543

Faxs (03) 647 1618
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M1TSUBISHI MOTORS CORPORATION
Mr R.D. Lancaster

Coxporate Planner

Mitsubishi Motors Australia Ltd
1284 South Road

CLOVELLY PARK SA 5001

Tel: (08) 276 0711

Telex: AA 82204 Mitsumoco

Fax: (08) 275 6841

NISSAN MOTOR CO LTD

Mr Geoff Schonewille

Manager of Business Plans & pProjects
Nissan Motors (Australia) Pty ltd
250-285 Frankston Road

DANDENONG VIC 3175

Tel: (03) 797 4111

Telex: AR 30589 Nissan

Fax: (03 791 8487

MAZDA CORPORATION

Mr Keith Cree

Group Product and Fleet Manager
Commercial vehicles

Mazda Motors Ltd

PO Box 183

SOUTH MELBOURNE VIC 3205

Tel: (03) 698 5910

Telex: AR 31343 Mazdamo

THE NOLAN COMPANY

Mr N.J. Morrison ¥r W.R. Werner

Deputy General Manager president

Duplex gruck Division Duplex rruck Division
Austral Group Manufacturing PO Box 295

PO Box 170 MIDVALE OHIO USA. 44653

NUNDAH QLD 4012
Tel: (07) 265 0555
Telex: AR 42256
Fax: (07) 265 6399

TOYOTA MOTOR CORPORATION

Mr D.G. Matthews

Manager Corporate Facilities
planning

Thiess Toyota PLY Ltd

2-28 Alexander Avenue

TAREN POIRT WSw 2228

Tel: (02) 526 0333

Talex: AM 21285 Toyota

Faxs (02) 525 9852

VOLVO AB

Mr Bevin Buksin

Corporate planning Manager
volvo Australia Pty Ltd
350 Eastern Valley Way
CHATSWOOD' NSW 2067

Tels (02) 406 0011
Telex: AA 26358 Volvaust
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RENAULT

Mr F. Moloney

Manager Government Sales
Mack Truck Australia Pty Ltd
Cnr Archerfield and Boundary
Roads

RICHLANDS .QLD 4077

Tel:s (07) 372 3333

Taelex: AA 42306

PO Box 364
DARRA QLD 4076
Fax: (07) 375 3469

17
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Mr Jean-Pierre Erba
Consultant International
1, Square de Luynes
75007 PARIS

FRANCE

Tel:r (1) 45 44 65 96
Telex: Alboni 645508F
Fax: (1) 45 44 65 96
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INDUSTRY SECTOR - MISCELLANEQUS MECHANICAL EQUIPMENT

DRESSER-RAND

Mr Eugene P. Hollexr
Vice President
Marketing Worldwide
Turbo Products Division
PO Box 560

OLEAN, NY, 14760

Usa

Telex: 91298

C. ITOH

Mr G. Marton

Manager Business Development
Machinery Division

C. Itoh & Co (Australia) Ltd
Goldfields House

1 Alfred Street

SYDNEY NSW 2011

Tel: (02) 239 153§

Telex: AA 20205 Citoh

FMC CORPORATION

Mr J.A. Kirkland
Manager

Economic Offsets Programs
FMC Corporation

Defence Equipment Group
PO Box 58123

Santa Clara

CALIFORNIA 95052 USA
Tel: (408) 289 3529
Telex: 910 338 0045

MITSUI

Mr J.R. McKindley

Assistant General Manager

Corporate Planning Division

Mitsui & Co (Australia) Ltd

30th Flecor

BHP House

140 William Street

MELBOURNE VIC 3000

Tel: (03) 605 8800

Telex: AA 602 1895/602 2268
Mitsui

NISSHO IWAI CORPORATION
Mr K. Shimeda

Manager

Nissho Iwai Australia Ltd
11th Floor

182 George Street

SYDNEY NSW 2000

Tel: (02) 234 0811
Telex: AA 20239P Nisyd



I.. SCHULER Gmbh

Mr R. Delaney

Manager NSW Branch

Hahn & Kolb (Australia) Pty Ltd
56 Harley Crescent

CONDELL PARK NSW 2200

Tel: (02) 707 4477

Telex: AA 26205 Hann&Kolb

SULZER BROTHERS LIMITED
Mr Peter H. Luchsinger
Managing Director

Sulzer Australia Pty Ltd
29 Salisbury Road
HORNSBY NSW 2077

Tels (02) 476 2355
Telex: AA 22307 Sulzer
Fax: (02) 476 3723
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INDUSTRY SECTOR - MACHINE TOOLS

JAPAN MACHINES

Mr T. Kawano

Manager .

Japan Machines (Australia) Pty Ltd
29 Dickson Avenue

ARTARMON NSW 2064

Tel: (02) 438 4699

Telex: AA 22183

LEYBOLD-HERAEUS VACUUM SYSTEM INCORPORATED
Mr Roger R. Howard

President

Leybold-Heraeus (Australia)

Pty Ltd

33 Rosebury Street

MANLY VALE NSW 2093

Tel: (02) 949 4244

Telex: AA 73850

MATRA MANHURIN DEFENCE
The Secretary

Matra Manhurin Defence
20 Rue de Kingersheim
68200 MULHOUSE FRANCE

SHIN NIPPON KOKI
Mr J.V. Mcquay
Wickman Australia Ltd
605 Burwood Highway
KNOXFIELD VIC 3180
Tel: (03) 221 48S5
Telex: AR 30734

Wickman Melbourne
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ABE COPIERS PTY LTD
22 Giffnock Avenue
NORTH RYDE NSW 2113
PO Box 456 .

Tel: (02) 886 0333
Telexs AA 22241

Fax: (02) 888 1972

AEG-TELEFUNKEN

Mr K. Brown

Executive Vice President/Financial
Controller

AEG AG/Olympia (Australia) Pty Ltd
59-61 Dickson Avenue

ARTARMON NSW 2064

Tel: (02) 439 3444

Telex: AA 21558 Olysyd

CANON AUSTRALIA

Mr Paul Lee

C/o0 Peat Marwick & Mitchell Services
Tower Building

Australia Square

SYDNEY NSW 2000

PO Box H67

Tel: (02) 239 7444

Telex: AA 22482 Peatsyd

Faxs (02) 251 1342

HEWLETT PACKARD COMPANY

¥r B. Graham

Corporate Development Manager
Hewlett Packard Australia Ltd
31-41 Joseph Street

NORTH BLACKBURN VIC' 3130
Tel: (03) 895 2895

Telex: AA 31024

MITA COPIERS AUSTRALIA PTY LTD
Mr Gerald Williams

Sales Director

351 warrigal Road

CHELTENHAM VIC 3192

Tel: (03) 584 6911

Telex: AA 36318

Pax: 903) 584 5286

NASHUA AUSTRALIA PTY LTD
Mz A.A. Gibbs

Company Secretary

34 Chandos Street

ST LEONARDS NSW 2065
Tel: (02) 925 3111
Telex: AN 24832

Fax: (02) 439 69514
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NCR CORPORATION

Mr K.H. Fung

Company Secretary

NCR Australia Pty Ltd
8-20 Napier Street
NORTH SYDNEY NSW 2060
Tel: (02) 922 0161
Telex: AA 22864

OLIVETTI SPA

Mr Ivan Garsia

Company Secretary
Olivetti Australia Pty Ltd
140 William Street

SYDNEY NSW 2011

Tel: (02) 358 2655
Telex: AA 23197

RANK ZEROX

Mr S. Raward

Legal Counsel

Rank Xerox (Australia) Pty Ltd
970-980 Pacific Highway
PYMBLE NSW 2073

Tel: (02) 449 0449

Telex: AA 21200

REMINGTON CORPORATION

Mr D. Plomley

Director

Technical Services

Remington Office Machines Pty Ltd
6§3-71 Waterloo Road

NORTH RYDE NSW 2113

Tel: (02) 888 2444

Telex: AA 22330 Remry
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INDUSTRY SECTOR - EARTH MOVING EQUIPMENT

CATERPILLAR TRACTOR COMPANY

Mr C.0. Thomas

Business Operations & Economics Dept
Caterpillar of Australia Ltd

1 Sharps Road

TULLAMARINE VIC 3043

Tel: (03) 339 9333

Telex: AA 30240

Cables: Caterpilar Meld

Fax: (03) 338 0314

CHARLES MACHINE WORKS INCORPORATED
Mx K. Barker

General Manager

Mole Engineering Pty Ltd

15 Rodborough Road

FRENCHS FOREST NSW 2086

Tel: (02) 451 1222

Telex: AA 20075 Molec

J.I. CASE COMPANY

Mr J.J. Hinde

General Manager

JI Case (Australia) Pty Ltd
Windsor Road

NORTHMEAD NSW 2152

Tel: (02) 683 1666
Telex: AA 21110 Jicase

KOMATSU LTD

Mr J.S. Anderson

Legal & Administration Manager
Komatsu Australia Pty Ltd
34-48 Bay Street

BOTANY NSW 2019

Tel: (02) 666 9137

Telex: AA 24495 Komatsu

Fax: (02) 666 3307
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INDUSTRY SECTOR - CIVIL SHIPBUILDING

MITSUBISHI CORPORATION

Mr K. Ichikawa

Assistant Managing Director
Mitsubishi Australia Ltd
19-29 Martin Place

SYDNEY NSW 2000

Tel: (02) 232 4266
Telex: AR 20172 Mitubis



Or M Fitzpatrick (Chaimman)
First Assistant Secretary
Light Industries Division .
Dept of Industry, Technology & Commexce
51 Allara Street
CITY ACT 2600
(062) 761440

Mr R Wylie
Assistant Secretary
Irdustry Policy & Planning Branch
Department of Defence
Bldg F-1-35, Russell Offices
RUSSELL, ACT 2600

(062) 651142

Or R J Webb
General Manager
Export Development Group
Austrade, Austrade Centre
Onr London Crt & Barry Drive.
CITY ACT 2601
(062)

Mr G Haselgrove
General

Manager
Govermment Supply Support Agency
Dept of Industry, Technology & Resources
228 Victoria Parade
EAST MELBOURNE VIC 3002
(03) 4128349

Mr J Crawford
Chief Executive Officer
Technology and. Industry Develogment
Anthority
170 St George’s Terrace
PERTH WA 6000
(09) 3275555

Mr T Charlton

Manager
Trade Policy & Intergovernment Relations
Tasmanian Develogment Authority
134 Macquarie Street
HOBART TAS 7000
(002) 206747

Mr J Halfpenny

Secretary
Victorian Trades Hall Council
o Lygon & Victoria Streets
VIC 3053
(03) 6623511

180

ATTACHMENT 2

Mr W
Assistant Secre
Scientific Bquipment, ICF &
Government Purchasing Branch
Dept of Industry, Technology & Commerce
51 Allara Street
CITY ACT 2600
(062) 761470

MrS
Assistant General Manager
Purchasing Policy Branch
t of Administrative Services
4th Fleor West, 111 Alinga Street
CANBERRA CTTY ACT 2601
¢062) 753905

Mr J Murgatroyd - Manager
Business Development
Business and Consumer Affairs
10th Floor, Legal & General Bldg
8 Bent Street
SYDNEY NSW 2000

€02) 2216311

Mr J Carter
Manager
Defence, Frocurement & Offsets Branch
t of Industry Development
46 Charlotte Street
ERISBANE (D 4000
(07) 2242098

Mr D Suter

Deputy Director

Procurament & Defence Industry
Dept of ?uw Develogment ard

ADEIAIDE. SA S
(08) 2108300

Mr G Chard

Deputy Secretary
Dept of Industries & Development
Cnr Bennett & McMinns Streets
DARWIN NP 5794

(089) 894311

Mr P Cock
National Research Officer
Federated Ironworkers’ Association
51-65 Bathurst Street
SYDNEY NSW 2000

(02) 2642877



Mr J Jenner
Minister (Commercial)
New Zealand High Cammission
Commorwealth A
ACT 2600
(062) 733611

treet
SYDNEY NSW 2060

Aspect

551 Glenferrie Road

HAWDHORN VIC 3122
(03) 8180604,

Mr W Sieb
General

Gaocsource Inc.
83 Jijaws Street
SUMNER PARK QLD 4074
(07> 3765188

-2
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Mr P Bridge
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FOREWORD

When the Commonwealth Government announced
its revised Offsets Policy in January 19862 commit-
ment was made to work towards maximum
commonality between the offsets policies of the
States and the Commonwealth Government.

Following extensive discussion between Common-
wealth and State officials, the Australian Civil Offsets
Agreement was signed by the Commonwealth and
participating State Industry Ministers. Asaresuit
the Australian Civil Offsets Program will come into
effect on 1 March 1988. ’

In its initial stages the Program wili apply toall civil

procurement by the Commonwealth and procurement'

of information technology goods and services by
the States, The signatories tothe Agreement have
acknowledged the desirability of extending the
arrangements at an early date to cover purchases
by the States of all goods and services.

The Agreement acknowledges that the application
of uniform offsets arrangements will makea greater
contribution to the efficiency and competitiveness of
Australian industry. In this respect the States will
have a major rote to play including the promotion of
the capabilities of firms and acting as the first point
of contact for firms and research organisations
seeking access to offsets opportunities.

v

The Program will have a single set of objectives..

rules and operating practices. These guidelines
replace the civil component of the Austratian
Government Offsets Program - Guidelines for
Participants published in March 1986. A numberof ,
changes have been made to accommodate the intro-
duction of a*national’ policy and improve the admin
istration of the Program. The new guidelines also
seek to ensure there is a greater focus on product
development and export activity than in the past.
particularly as a result of the Partnership for
Developmentschemeannounced in September 1987

Along with my counterparts in the States. ] expect
that these new arrangements will further enhance
the ability of the Civil Offsets Program to make a
significant contribution to Australia’s technologicai
and industrial development.

-3)\0 N 3.“&—

(John N Buttor:}
Minister for Incustry.
Technology and Commerce
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PNTRODU

] N ‘! "Offsets" are activities of commercial and

3 technological significance which are directed
to Australian industry by an overseas supplieras a
result of, or in anticipation of, receiving an order for
suods and/or services, from Commonwealth and/or
State Government organisations.

'] +f) Theobjective of the Australian Civil Offsets
Program is tocontribute to the enhancement
of Australia’s industrial and technological develop-
ment by establishing internationally competitive
avtivities within Australia, The Program comple-
ments other Commenwealth and State Government
mdustry and technology policy measures and
contributes to the development of the environment
and intrastructure needed to assist Australian firms
establish export oriented activities within Australia.
! . 3 The Commonwealth Government has
operated an Offsets Program encompassing
both civil and defence purchases since 1970. The
nature of the Commonwealth Government Offsets
Program was substantially revised in January 1986
to ensure a greater focus on product development
and the encouragement of internationally competitive
activities within Australia. A number of State
Governments also introduced offsets programs in

the early 1980'.
1 . The Coramonwealth and State Industry
Ministers recently signed the Australian
Civil Offsets Agreement. Ministers agreed that an
Australian Civil Offsets Program would come into
effect from 1 March 1988. The Agreement reflects
the desire by Commonwealth and State Govemments
to maximise the opportunities available to local
industry under the Civil Offsets Program.

1 o iy The Australian Civil Offsets Program

applies to all civil procurement by the
Commonwealth and initially to procurement of
information technology goods and services by State
Governments. The signatories to the Agreement
acknowledge the desirability of extending the
arrangements at an early date to cover purchases
of all goods and services by the States.

crta

1 o f4 [nSeptember 1987 the Government
announced the new status of Partnerships
for Development under the Offsets Program, initialls
toapply totheinformationindustry only The partne»
ship scheme encourages transnational corporat: m~
to contribute to the implementation of the Govern-
ment’s industry strategies by expanding their
activities in Australia. The transnational corporatinns
will provide direct links to international market<
for Australian developed products and services and
undertake product development work to achieve
agreed levels of exports and research and develop-
ment. Overseas suppliers which enter into Partne rship
for Development agreements are exempt from the
requirements o the Offsets Program.
] » 7 The Commonwealth Department of
Industry, Technology and Commerce
as the Commonwealth Civil Offsets Authority ¢o-
ordinates the management of the Civil Offsets
Program in conjunction with the State Offsets
Authorities. The Commonwealth is primarily
responsible for the management of negotiations with
overseas suppliers, in consultation with the States,
while the States are largely concerned with the
delivery of the Program. that is. ensuring Australian
industry has access to the opportunities available
under the Program. As such the State Government
Offsets Authorities should be the first point of
contact for local industry or research organisations
making enquiries concerning the Program (see

Appendix 2).
o The Department of Defence manages
offsets in regard toits own procurement
activities with the exception of general purpose
computer purchases whichare managed by the

Civil Offsets Authority.
1.9 A data bank is maintained by Common-

' wealth and State Civil Offsets Authorities
to record information related to relevant purchases,
offsets obligations and achievements. Data is
exchanged with the Defence Offsets Authority
where appropriate to ensure the effective adminis-
tration of the Policy. [t is the practice of the relevant
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authorities to treat details of offsets activities as
commercial-in-confidence and not divulge the status
of any particular offsets account unless for the express
purpose of advertising delinquent performance as
directed by Ministers.

1. 1 0 These guidelines are used by Civil Offsets'
Authorities in the management of the
Program and are complementary to other information

relating to Commonwealth and State Government
purchasing. They may be varied in the terms of
individual Requests for Tender. These guidelines
apply to offsets against civil purchases administered
by theCommonwealth Civiland State Offsets Author-
ities including purchases by State Governments
which fall outside the scope of the Australian Civil
Offsets Agreement. The definitions of key terms
used are set out in Appendix L.
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2 . Purchases Subject to Offsets

Offsets are required as aresult of all
purchases, leases or hire arrangements in respect

of overseas-sourced goods or services within the

scope of the Program by all Commonwealth and State

organisations subject to the Policy and a number

of companies in which the Commonsvealth or State

Governments have a direct interest or which benefit

from a government bestowed protective advantage

for:

(a)single orders placed overseas. as either prime or
sub-contracts: or

{b)cumulative orders placed on an overseas supplier
by all organisations subject to the Policy. inasingle
financial vear;

where.

(c) the duty free price of the purchase. oraccumulated
purchases, exceeds $3A2.5m and the imported
content exceeds 30 per cent of this price:

(i)  aMinister responsible for administration of
the Offsets Program may. inconsultation with

the Minister from the purchasing department.

vary the threshold level over which offsets
are required. The revised level will be notified
in Request for Tender documents.

2 , 2 Levelof Offsets Obligation
(a) The general requirement is that offsets
be provided at a level of 30 per cent of the imported
content of single or accumulated contracts.
(b) A Minister responsible for the administration
of the Offsets Program may vary the level of the
offsets obligation. The revised level will be
notified in Request for Tender documents.

2 . Purchases not Subject to Offsets

Offsets are not required where:
{a) the purchase does not fall within the provisions
detailed in paragraph 2.1;
(b)the purchases are made by exempt organisations
(a list of exempt organisations is at Appendix 3);
(c) the overseas supplier has entered intoa
“Partnership for Development” Agreement with

QUTREMENTS

the Commonwealthin whichit agreestoundertake
certain export and research and development
activities in Australia;

(d)goods are sold or leased to Commonwealth or State
Governments in second-hand or used condition,
even though restored to as-new condition;

(e) the goods are purchased for resale to non-
Government agencies and there is no net cost to
the purchasing authority: or

(f) the relevant Commonwealth or State Minister
determines that an exemption from the Policy will
be made, Any such exemption will be notified in
Request for Tender documents.

" . Calculation of the Offsets
L' & Obligation

(a) The value of the offsets obligation is calculated by
multiplying the value of the imported content of
thecontract price by the percentage level of offsets
required. The value obtained shall be expressed in
Australian dollars.

(b) The obligation is not invalidated or reduced by
subsequent sale or trade-in of the equipment.

(¢} Unless otherwise mutually agreed, the offsets
obligation against orders accumulated over a
single financial vear is calculated at theend
of the finarncial vear in which the orders are
accumulated and includes all procurement from:
the overseas supplier by all non-exempt purchasing
authorities. The obligation is calculated as 30
per cent of the value of the imported content of
accumulated orders.

(d1The offsets obligation for overseas suppliers with
Pre-Qualified Oftsets Supplier status is establishes
onaquarterly basis at the end of the quarter in
which the orders are acrumulated and includes
all procurement {rom the overseas supplier =y
non-exempt purchasing authorities.

2 . Responsibility to Provide Offsets

(a) Contracts Placed with an Overseas
Prime Contractor
Where a contract is placed by a purchasing
authority directly on an overseas prime contractor
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the responsibility to meet the total offsets require-
ment falls on the prime contractor. Insome large
contracts where there are consortium partners or
anumber of significant sub-contractors, the
Offsets Authority may agree with the prime
contractor to make separate arrangements with
each overseas sub-contractor involved. In these
circumstances, the prime contractor has respon-
sibility to ensure that sub-contractors enter into
approved arrangements with the Offsets Authority.

(b) Contracts Placed with an Australian Prime
Contractor
Where a contract is placed with an Australian
prime contractor the responsibility to meet the
offsets requirement falls individually on overseas
sub-contractors. The Australian prime contractor
is responsible for ensuring that overseas sub-
contractors enter into approved arrangements
with the Offsets Authority.

47 « L Discharge of Offsets Obligation

& (al The overseas supplier is required to
enter intoan agreement with the Offsets Authority
inrespect of its offsets obligations.

(b) Where offsets are arranged in relation toan
individual purchase or on the basisof accunmulated
purchasestheoffsetsobligation isto be discharged
over a periad agreed between the overseas
supplierand the Offsets Authority
-unlessotherwiseagreed by the Offsets Authority

work programs are to be commenced within one
year from the effective date of the contract or
Deed and are to be completed within three years
of thatdate.

(c) For Pre-Qualified Offsets Suppliers, offsets
obligations are to be discharged at a rate that
ensures that the ratio of achieved offsets to the
accumulated offsets obligation, does not fall
below an agreed level.

(d) An overseas supplier may agree with the Offsets
Authority to substitute alternative offsets for those
injtially agreed. In such cases the initially agreed
period todischarge the obligation will not normally
be extended.

(e} The Offsets Authority may agreé to another

company, usually a local subsidiary or agent,
managing offsets work programs on behalf of
overseas suppliers.

2 R Enforcement of Offsets Obligations

(a) Where an overseas supplier does not
discharge its offsets obligations in the agreed time
orat the agreed rate, action may be taken to:

(i) withhold an offsets clearance for future
purchases unless a satisfactory alternative
offsets proposal is received to acquit the out-
standing obligations;

(ii} have Commonwealth and State Ministers
publicise the delinquency of the overseas
supplier.

{b) The Offsets Authority may initiate action tocance
offsets work programs which, in its opinion. deviak
s0 far from those approved that they circumvent
the intention of the Policy. Such action will not
cancel the offsets obligation and the overseas
supplier will be required to undertake a revised
work program.

i. . Variation of the Offsets Obligation

Ai w (a) Where there are variations to the price
of the imported content after the effective date
of the contract. the offsets obligation will be
adjusted accordingly.

(b) If an overseas supplier has not commenced or
has failed to complete an approved offsets activity
within the time agreed the unfulfilled obligation
will be adjusted annually, using an appropriate
price index. to maintain its real value.

N Transfer of Offsets Obligation

#. ¥ (a) The Offsets Authority may agree to
offsets obligations incurred by one overseas
supplier being transferred to another overseas
firm, provided that the transfer is arranged on
terms which are consistent with the objective of
the Policy and are in accordance with these guide-
lines. For such transfers to be approved it must b
adequately demonstrated that the recipient firm
is suitahly placed to fulfil the obligation ina
manner satisfactory to the Offsets Authority,
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OFFSETS

3 . ‘; General Requirement
p Tobe accepted as civil offsets, proposals
put forward by overseas suppliers must meet all of
the criteria relating to commercial viability, price.
level of technology and new work. Approval of the
Offsets Authority must be obtained before an over-
seas supplier commences an offsets. work program:,
vork programs will not be approved in retrospect.
32 meti
To meet this criterion. offsets must be
likely to lead to commercially viable local
activities which are:
(a)internationally competitive in terms of price,
quality and delivery: and
(b)capable of being sustained without recourse to
special Government support including long term
support through the Offsets Program.
, g . 3 The Price Criterion
To meet this criterion offsets must not:

(a)result in any price increase of the goods or
services procured by the Commonwealth or State
Governments above that which would have resulted
had an offsets requirement not been imposed;

The Comnmercial Viability Criterion

J

CRITERIA

(b)require separate direct or indirect investment by
the Commonwealth or State Governments.

3 . The Technology Criterion

To meet this criterion offsets must be of a
level of technological sophistication at least equivalent
to that of the goods and/or services purchased. but
not necessarily directly related to such goods andmr

services,
The New Work Criterion

[}

3 5 To meet this criterion offsets must be in
addition to, or an extension of, the activities presently
undertaken by anoverseas supplierin Australia. Thev
must be activities which meet any of the following:

(a) are new to individual Australian tirms or which
enhance existing activities and which would not
otherwise be undertaken in Australia;

(b)result in local research, design, development.
production or support activities which would not
otherwise have been undertaken-in Australia:

(c) open up markets new to Australian products
and/or services.



4

OFFSETS AND THEIR VALUATION

4 o ] Typesof Offsets Arrangements

(a) The Offsets Authority has a preference
for establishing long term offsets arrangements
with major overseas suppliers. These arrange-
ments should consolidate the total offsets
obligation arising from all contracts and sub-
contracts held by the supplier and facilitate the
development of internationally competitive
activitiesin Australia.

(b) The Offsets Authority may enter intothe following
types of offsets arrangements with overseas
suppliers:

(i)  Pre-Qualified Offsets Supplier Arrange-
ments. Where the overseas supplier has
obtained Pre-Qualified Offsets Supplier
status and, asa consequence, obligations are
accumulated and offsets activities undertaken
progressively against an agreed program;

(ii) Cumulative Order Arrangements. Where
the offsets obligations and their planned
discharge areassociated with a number of
purchases made by Commonwealth and/or
State purchasing authorities:

(it} Individual Contract by Contract Arvange-
ments. Where the offsets obligation and its
planned discharge is associated with a single
purchase and may also include provision for
subsequent purchases of the equipment
and/or support activities;

Offsets Credit Arrangements. Where the
overseas supplier performs approved offsets
in anticipation of future obligations;

(c) It is a requirement that overseas suppliers enter
into Deeds for the discharge of offsets obligations
unless the Offsets Authority agrees that the obli-
gations may be discharged by the application of
existing offsets credits.

4 R 2 Types and Valuation of Offsets

(v,

Activities
This section lists the types of activities which may
be undertaken as offsets and sets out the conditions
applying to their valuation and acceptance.

(a) Dansferof Technology

ELIGIBLE ACTIVITIES

“Technology transfer” isdefined as “the transfer -
an Australian firm, agency or institution of spec-
ialised technical knowledge relating to processes or
products which is not available to the firm. agenc
or institution on normal commercial terms.”

The forms of technology transfer of proprietary.
non-proprietary and intellectual property or
information which are acceptable as offsets,
include but are not limited to:

(i) patents, licences, software, technical data
packs, process instructions and the con-
tinuing access to current overseas expertise
and data;

(ii) equipment and resources which are not
available in Australia on normal commercial
terms.

The transfer of technology should have the
potential to increase productivity and/or provide
anew product or service and be associated with
export oriented activity. [t should also he
consistent with the Technology Criterion

{see paragraph 3.4).

The transfer of technology is not acceptable a<
offsets where it is a requirement of the contract
for the goods and/or services against which the
obligation arises unless the purchasing authority
has the right to further transfer that technology
to Australian industry.

VALUATION

The offsets value of the technology transfer is
calculated as follows:

() theactual costto the overseas supplierin
transferring the technology; and

(ii) theactual or notional value of licence fees or
royalties foregone.

‘Where local commercial activities result from the
technology transfer, additional offsets value will
be allowed based on the value of purchases of
Australian products and services (see paragraph
4.2(d)
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- additional offsets value will only be allowed for
activity in excess of (i) and (ii) above,

(b) Thaining

ELIGIBLE ACTIVITIES

Training or the transfer of skills should be assoc-
iated with activities which contribute directly to
the objective of the Program. The training should
relate to the transfer of skills or training programs
which are not currently available in Australia.

Training involving basic vocational education and
training in normal commercial activities such as
~taff rotation, product familiarisation and support
ix specifically excluded.

To be approved, activities should fulfitall of the
following:

(1) beinitiated or substantiaily supported by an
overseas supplier;

(i) assistinthe dissemination of scarce skills
related to advanced technology;

(iii) beassociated with export oriented activity;
and

(iv) beofasufficiently advanced standing
necessary to embrace contemporary tech-
nology and sound business practices.

VALUATION
Theoffsets value of the training will be three times
the actual cost to the overseas supplier in providing
the training for example, air fares, accommodation,
equipment etc.

Where local commercial activities result from the
training, additional offsets value will be allowed
based on the value of purchases of Australian
products and services (see paragraph 4.2 (d)}

- additional offsets value will only be allowed for
activity in excess of the initial offsets valuation.

Trainingoreducationservices whichareanexport
in their own right, part of an exported product or
service or one used in producing such a product
or service are treated as “exports” for offsets
valuation purposes.

(c) Research and Development
ELIGIBLE ACTIVITIES
Research and development programs which have
the potential to contribute to Australian industry
by generating new activities or enhancing existing
activities are acceptable as offsets.

To be approved the activity must fulfil all of the

following:

(i) beinitiated or substantially supported by an
overseas supplier:

(i) be associated with export oriented activity:

(iii) ensure that any commercially viable results
oftheresearchand developmentareexploited
or. nortaal commercial terms and for the
benefit of Australia

(iv) be undertaken by Australian firms or institu-
tionsor organisationsapproved by the Offsets
Authority and consistent with the definition
of “research and development activities” in
sub-section 73 B(i) of the Income Tax Assess-
ment Act. This requires that the work be:

(a) systematic, investigative or experimental:

(b)carried out in Australia or an external
Australian Territory;

(c) involve innovation or technical risk; and

(d)carried on for the purpose of either
acquiring new knowledge (with or without
aspecific practical application) or creating
new or improved materials, products,
devices, processes or services.

Types of acceptable activities include:

(i) placing of research and development
activities with local firms and institutions
including Government-owned manufacturing
establishments and laboratories;

(i} acollaborative arrangement with an
Australian company or institution.

VALUATION

The offsets value of research and development
will be three times that portion of the cost of the
contract or equivalent payment covering the value
added by the Australian contractor:
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Where local commercial activities result from the

researchand development, additionaloffsets value

will be allowed based on the value of purchases of
Australian products and services (see paragraph
4.2(d).

-additional offsets will only be allowed for activity

in excess of the initial offsets valuation.

Offsets may also be allowed for royalties paid to
the local company, subsidiary or institution
undertaking the research and development

- additional offsets will only be allowed for
royalties in excess of the initial offsets valuation.

Provision of goods and valuable intellectual
property may have offsets value where these
aspects are transferred to the contractor.

() Purchases of Australian Products and Services
Jor Export
ELIGIBLE ACTIVITIES
Purchases by the overseas supplier of Australian
products and services with an acceptable level of
technology are allowed as offsets where the
products and/or services are for export.

VALUATION

The offsets value of Australian products and
services purchased by overseas suppliers for
export, is either:

(i) the price paid to the Australian manufacturer
where the level of Australian value-added is
70 per cent ormore; or

(i) theactual Australian value-added where this
is less than 70 per cent.

The total offsets value will be determined in
accordance with the guidelines on incremental
activities (see paragraph 4.3).

(e) Cverseas Marketing
ELIGIBLE ACTIVITIES
Overseas marketing of Australian products and/or
services by the overseas supplier, or by a third
party at the overseas supplier’s instigation, is
acceptable as offsets. Suchactivity must afford
new opportunities for local products or services
of an acceptable level of technology.

VALUATION

The offsets value of the overseas marketing

of Australian-sourced products or services by
overseas suppliers or agents is the actual cost
to the overseas supplier of providing marketing
assistance.

Where export activity results, its value will be
based on the value of sales of Australian products
and services (see paragraph 4.2 (d)).

(£) Jointor Collaborative Ventures
ELIGIBLE ACTIVITIES
Joint or collaborative ventures between an
overseas supplier and local companies, research
institutions and organisations (including
Government-owned manufacturing establish-
ments and laboratories) may be acceptable as
offsets where there is local involvement in the
conceptual, design, development and production
stages in a local or overseas project.

Participation by an overseas supplier in a joint

or collaborative venture in Australia may include.
but is not limited to, marketing. technical and
management assistance, funding of research and
development and the transfer of technology.

VALUATION
The offsets value to an overseas supplier partici-
pating ina joint or collaborative venture will be
calculated on the basis of the ty-pes of activities
undertaken as part of the venture by applying the
guidelines outlined in this Chapter.

(g) Venture Capital Investment’
Investments in Australian ventures are allowed as
offsets. The Program provides for:
1. seed and start-up investments; and
2. laterstage investments.
Investment in Australian industry may be made
either directly by an overseas supplier or through
a venture capital fund approved by the Offsets
Authority in which the overseas supplier has
aninterest.
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ELIGIBLE INVESTMENTS

“Eligible investments" should be in companies

incorporated in Australia, or new business entities

which are to be incorporated in Australia, that:

(i) carryon,orpropose tocarry on, their principal
business activities and/or research and
development in Australia; and

(i) are, or propose to become, substantially
businesses that:

(a)are export oriented; and

{b)place emphasis on the use of innovative
product or process technologies to create
sustained comparative advantage in
identified markets; and

(¢) have the potential for rapid growth; and

(d)have the potential to create skilled
employment in Australia: and

(e} are consistent with the Commercial
Viability and Technology Criteria in the
Offsets Program Guidelines; and

(iii) are, or propose to become, primarily engaged
in activities approved by the Offsets Authority
including:

(a) manufacturing;

{b)mining, agricultural, forestry or fishing
activities;

(c) postal, telegraphic, telephonic or tele-
printer communication services or such
other communication services;

(d)architectural services;
(e) surveying services;,

(f) production or supply of software for
computers or for similar equipment;

(g)consultant engineering services;
(h)scientific and technical services;
(i) data processing services; and

(§) services relating to education or training,
as approved by the Offsets Authority.

Funds seeking approval under the Offsets
Program must be capable of contributing
towards the objectives of the Program. The
Offsets Authority will take the following
factors into account when assessing
proposals:

(i) ability to access overseas capital, technology
and management expertise;

(i) experience of the parties involved in identi-
fication, assessment and development of new
or later stage business ventures;

(iii) linkages with new product sources, for
example. research institutions, innovation
centras. inventors groups;

(iv} accesstospecialistresources suchasbusiness
planning, market research, intellectual
property advice, financial packaging;

(v) sizeof the capital raising:

As a minimum, applicants should supply the

Offsets Authority with:
(i) astatement of the fund’s objectives and the
proposed area(s) of focus;

(i) aprospectus or investment proposal;

(iii) information concerning the above mentioned
factors.

ANNUAL REVIEW
Managers of approved venture capital funds will
be required to submit a report certified by inde-
pendentauditors to the Offsets Authority at twelve
monthly intervals. The report will be required to
contain information relating to:
(i) investment activity over the previous twelve
months, including:
(a) new investments and exits from existing
investments;
(b)funds subscription and withdrawal by
overseas suppliers; and
(c) management assistance provided by
overseas suppliers or by the fund to
“eligible investments™:



—

(ii) the proportion of investments under manage-
ment which are being applied to “eligible
investments" as seed and start-up finance or
as later stage finance;

(iit) export performance of investee businesses;

(iv) confirmation that the termsofthe
agreement and guidelines have been met.

Managers are also required to provide a copy
of their annual return to the Corporate Affairs
Commission and supply information on any
changes to the senior management team of the
fund to the Offsets Authority.

Investment under the Offsets Program may take
the form of seed, start-up or later stage
investments.

. Sced and Start-up Investments

ELIGIBLE ACTIVITIES

These are investments by an overseas supplier, or
by an approved venture capital fund, which apply
or propose to apply the funds as seed and start-up
finance for the development of “eligible invest-
ment " businesses based upon innovative products
and technologies. 'Innovative” implies an appreci-
able element of novelty which may occur through
new discoveries, structures or relationships, or
applications of current knowledge or techniques
ina new way. Subject to this, activities interpreted
as falling within the scope of ‘seed and start-up
finance’ include:

(i) market research designed toassess the
commercial prospects of such products and
technologies;

(i) construction of a business plan for such
products and technologies;

(iif) researchand development;

(iv} modification of prototypes totake into account
commercial considerations such as the results
of market research;

(v) building a management team for a new busi-
ness based on such products and technologies;

(vi) initial establishment of distribution channels,
prior to the achievement of commercial sales;

(vii) test marketing of such products;

(viii) promotional campaigns for the launch of
such products and technologies;

(ix) initial establishment of production facilities
for such products;

protection of associated intellectual property.
including technology acquisition, patent and
copyright costs;

(xi) other costs or expenditure whichin the view
of the Offsets Authority are reasonably
associated with the establishment of a new
business which does not yet have a commer-
cial sales record. An example is working
capital for the development and marketing
of such products ortechnologies.

VALUATION
‘The valuation of offsets for seed and start-up
investments comprises two elements:

x

(i)  Anoffsets valuation at the time of direct
investment, or investment in an approved
venture capital fund, will have a multiplier
of three times the amount invested times the
proportion of the total investment committed
toeligible investments. Thus, if half of the
total funds invested are to be applied to
eligible investments, the multiplier will be
3x1/2=11/2.

Inthe case of investments in an approved
venture capital fund, the proportion of those
funds to be placed in “eligible investments™
will be set out in an agreement with the
Offsets Authority.

A threshold period of five years applies to
seed and start-up investments. If an overseas
supplier reduces its equity within five years
of its initial investment, this element of the
offsets valuation is reduced. The reduction
is that proportion of the equity sold corres-
ponding to the number of uncompleted
months short of the five vear threshold.
Thus, if the overseas supplier sells half
of its equity after three years, it will lose
1/2x24/60 = 1/5 of this element of the
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(i) Additional offsets value will be allowed for
exports of Australian products and services
(see paragraph 4.2 (d)) where it can be
demonstrated that the overseas supplier
or the fund played a sigmificant role in the
achievement of such exports:

(a) the offsets value granted to overseas
suppliers in an approved fund would be
based on the contribution of the overseas
supplier to the total fund;

(b)additional offsets will only be allowed
for activity in excess of the initial offsets
valuation of the investment,

The placement requirements on approved venture

capital funds operating in the seed and-start-up

investments area are:

(i) toinvest 80 per cent of funds received during'
vear 1 within 30 months:

(i} thereafter, invest 80 per cent of funds
received within 24 months of receipt.

If conditions in the guidelines or in the agreements

with approved venture capital'funds are not met,

the Offsets Authority has the right to:

(i) cancelorreducecreditsattributed tooverseas
suppliers; and/or

(ii) revoke the agreements.

Later Stage Investments

ELIGIBLE ACTIVITIES

Investments by an overseas supplier, or by an
approved venture capital fund; which apply, or
propose toapply, the funds to improve the access
‘to advanced technologies, skills and overseas
markets in order to raise productive capacity and
improve the international competitiveness of
“eligible investment" businesses, may be
acceptable offsets activities.

To be approved as offsets, investment proposals
put forward by overseas suppliers or by approved
venture capital funds must meet ali of the offsets
criteria outlined in Chapter 3.

VALUATION
The valuation of offsets for later stage investments

will be on the following basis:

(i) exports will be valued in accordance with
the guidelines on.purchases of Australian
products and services (see paragraph 4.2 ().

(i) additional offsets may also be approved on
the basis of the activities undertaken as part
of the venture by applying the guidelines
outlined in this Chapter:

{iii} the offsets value will be calculatedon a
proportional basis related to the level of
investment by the overseas supplier in the
Australian recipient, either divectly or
througha fund.

(W) Administrative Expenses

ELIGIBLE ACTIVITIES

Administrative expenses incurred by overseas

suppliers or local companies directly associated

with facilitating the discharge of oftsets obliga-
tions may be acceptable as offsets.

VALUATION

The offsets value of administrative expenses is

based on the actual costs of the following items

to an agreed percentage of the total obligation,
generally 5 per cent. The costs which may be
acceptable, where they are not otherwise paid
for by the purchasing authority, are:

(i) traveland subsistence of local and overseas
representatives of the overseas supplier
investigating and arranging offsets; and

(i) professional fees, traveland subsistence
costs of personnel engaged by the overseas
supplier to assist with or to supervise the:
establishment of an offsets work program;
and

(iii) thesalaries, expenses and operating costs
of alocal offsets office:

4 R Incremental Activities

Where local commercial activities result
from an approved offsets activity, the offsets value
will be dollar for dollar on the following ba:

(i) offsets credits for exports will be given for
amaximum of two years:
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(ii) exports may attract credits for an additional
three years, for sales over and above the
average level of exports in the first two years;

(iiiy offsets credits will be given for consequential
activity related to the domestic market, only
where the approved offsets activity has export
potential, and then only for a maximum of
orie year.

Exports may attract credits beyond two years
atalevel and for a period agreed by the Offsets
Authority, where the offsets activities undertaken
by the overseas supplier:

(i) encourage local involvement in the
conceptual, design and development stages
of a project: or

(i) ensure the development of local design
skills; or

(i} assist product development workin
Australia.



{ Contract

A
J 1 (@ The Offsets Authority will, where
appropriate, require suppliers and their sub-
contractors to enter intoa Deed to cover the
provision of offsets.

{b) Where practicable the Offsets Authority may
secure offsets obligations in contracts for the
purchase of goods and/or services.

'( Deed

) s (a} A Deed will normally cover:
(i) allindividual and accumulated purchases
involving a pre-qualified offsets supplier; or
(i) thuse accumulated orders froma single
supplier placed by all non-exempt government
purchasing authorities in a single financial
vear which in total exceed the offsets
threshold: or
asingle purchase which exceeds the oftsets
threshold. or where offsets are otherwise
required,
{b)Where possible the terms of a Deed should be
agreed to prior to the award of any contract.
A standard Deed is available from the Offsets
Authority.
(¢) The Deed would generally include the following
information:
() the nature and level of the offsets obligation
incurred by the overseas supplier;
aclear description of the offsets activities
proposed by the overseas supplier todischarge
the obligation:
the valuation of the offsets activities agreed
between the Offsets Authority and the over-
seas supplier;
the date by which offsets activities will be
completed, including annual milestones.

b » 7} Pre-Qualified Offsets Supplier
.) Status
Pre-Qualified Offsets Supplier status may be granted

to an overseas supplier entering into a special Deed..
The status allows the overseas supplier to adopt a

(iii)

(ii)

(i)

(iv)

long term approach in discharging its offsets obliga-
tions without the need to enter into individual offsets
arrangements against each sale to Commonwealth
or State purchasing authorities. The conditions
applying to the attainment of Pre-Qualified Offsets
Supplier status include:

(a) the offsets status of the overseas supplier must
be agreed and nominated in the Deed as a startin.
point for the discharge of future obligations:

{bYa program of offsets activities will be negotiated
and agreed for inclusion in the Deed which will
cover aninitial period uf three to five years.

The Deed remains in force until either party gives
notice of termination;

() the overseas supplier agrees under the terms of
the Deed to:

(i)  provide the Offsets Authority with details
of all purchases of its products by Common-
wealth and State organisations subject to the
Offsets Policy:

provide further offsets proposals to cover any
additional offsets obligations as they arise:

be in default of its obligations if over any

12 month period the average percentage of
completed offsets compared to that of the
average accumulated offsets obligation falls
below alevel stated in the Deed:;

(d) the Offsets Authority agrees to provide offsets
clearances to Commonwealth or State purchasing
authoritieswhenacompanyhasthestatusof a Pre-
Qualified Offsets Supplier and is not in default.

Offsets Credits

.

5 The Offsets Program allows overseas
suppliers to undertake activities to generate offsets
credits to be applied to future obligations. Offsets
credits may be used by the overseas supplier to
discharge new offsets obligations if all criteria are
fulfilled. Offsets credits developed by one overseas
supplier may, with the agreement of the Offsets
Authority and subject to the conditions imposed’
by the offsets criteria, be transferred toanother
overseas supplier. Offsets credits may also be
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transferred between Commonwealth and State
Offsets Authorities.

If mutually agreed the value of offsets credits
may be adjusted annually against an appropriate
price index.

5 . 5 Tender Assessment
Civil offsets are neither competitively

assessed by the Offsets Authority nor taken into
account in source selection decisions made by
purchasing authorities.
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General

) The Offsets Policy interacts witha range
of other industry policiesincluding the 130 per cent
tax concessions for expenditure on research and
development.

The Offsets Policy is designed to he complementary
‘v and not a substitute for other policies. Consequently
receipt of Government assistance provided through
uther programs does not, of itself, disqualify an
activity for offsets.

Relationship between Offsets and
Preference Policies
t) The prime aim of the Offsets Policy is to establish
activities in Australia which are internationally
competitive, Purchasing policy is aimed at obtain-
iny the most suitable items at the right price and
time, whilst preference for locally manufactured
content seeks to maximise the incorporation of
Australian and in some cases New Zealand pro-
ducts and/or services.
by As aresult of the interaction between offsets and
purchasing policy:
(i} offsets are not sought against goods and
services of New Zealand origin;

{iy Australian content included in government
purchases is not accepted as offsets;

(iii) offsetsare not allowed for activities
conducted in New Zealand:

{iv) exports from Australia to New Zealand may
be claimed as exports for the purposes of the
Offsets Program.

(c) Purchasing authorities are required to specify the
requirements of the Offsets Program separately
from those of the preference policy in Requests
for Tender and other relevant documents.

14 Relationship between the

733 Australian Civil Offsets Program
and the Export Facilitation Scheme

Subject to satisfaction of the relevant criteria, auto-
motive exports may be approved under the Austealia
Civil Offsets Program or the Export Facilitation
Scheme. However, such exports willnot be eligible
to benefit from both programs.

Exports which are used to acquit offsets obligations
will not be counted under the Export Facilitation
Scheme for the purpose of the base vear calculation
and will not be eligible to earn export facilitation
credits in subsequent years. Details are provided

in Australian Customs Notice 87/235 of 15 December
1987.
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PROCESSING AND

PROGRAM

MANAGEMENT

7 o | Proposal Processing

{a) Purchasing authorities will include in al}
Requests for Tender a statement of the requirement
for offsets against which tenderers are required to
respond. Failure to meet the offsets requirement
may cause the tenderer’s bid to be deemed
non-compliant.
(b) Where a Deed has been or is to be negotiated in
securing the obligation, requirements for the off-
sets work program wil} be covered therein.
{c) Proposals to embark on an offsets work program
either in relation to a current procurement or in
anticipation of a contract (for offsets credit
purposes) should, unless otherwise specified in
the Request for Tender or contract, be submitted
to the appropriate Offsets Authority (see
Appendix 2).
(d) Offsets proposals to be submitted to the Offsets
Authority should include:
either
(i) identification of the proposal to a specific
procurement program; or
(i} identification of the proposal as one seeking
credits-in-advance;

and

(it} identification of the overseas supplier; and

(iv) detailsof activities, timing and arrangements
made with Australian companies for imple-
mentation including:

 Australian recipient;

o expected delivery schedule; and

(v) value of work to be placed including value
of imported materials/components and/or
relevant services.

7 f) OffsetsClearances

w () Purchasing authorities will not finalise
purchasing contracts until offsets clearance
is given by the relevant Commonwealth or State
Offsets Authority..

(b} Departments and authorities engaged in civil
purchasing are required at an early stage. toadvise
the relevant Offsets Authority of procurements
being negotiated and provide details of the con-
tractual requirements for offsets.

(c) The Offsets Authority will advise clearance of.
the relevant contract when acceptable offsets
arrangements have been made.

(d) Where it is inappropriate for the offsets obligation
to be secured by contract, the Offsets Authority
will negotiate a new or call upon an existing Deed.
In these circumstances offsets clearance is still
required prior to contract agreement.

4

Reporting and Monitoring

%" Reports on obligations and achievements
are to be submitted at the frequency and in the
format required to the Offsets Authority nominated
in the relevant contract or Deed.

¢ /; Enquiries

f ' Enquiries concerning the Offsets Program
should be directed in the first instance to the Offsets
Authority in your State (see Appendix 2).
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Australian Firm

An Australian firm is a company, partnership or
individual enterprise involved predominantly in
design. manufacture, research, development or
marketing in Australia.

Australian Value-added

Australian Value-added means turnover plus
increase, or less decrease in the value of stocks,
less purchases, transters-in and expenses.

Deed

A Deed is a document recording an agreement
entered intv between the Commonwealth and/or
State Offsets Authorities and an overseas supplier
which cletines the nature, value and timing of
offsets -hligations and programs.

Imported Content

The imported content is the duty-free, free-on-
hoard value of goods and services of overseas
origin (other than New Zealand) incorporated
into the goods and/or services.

Minister

The Minister means the Commonwealth or State
Minister responsible for the administration of the
Offsets Program.

Offsets Authority

The Offsets Authority is the Commonwealth or
state Government body responsible for admin-
‘stering the Offsets Program.

Offsets Credit

Offsets credit is the value of offsets achieved
inexcess of or in advance of any existing offsets
obligations.

Offsets Obligation

The offsetsobligation is the commitment required
of an overseas supplier to place offsets in
Australianindustry through a program approved
by the Offsets Authority.

Offsets Program

The Offsets Program means the Australian Civil
Offsets Program.

. Offsets Value

The offsets value is the agreed value of an
offsets activity.

11

&

12

13.
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Overseas Supplier
Anoverseas supplier is:

(a) acompany, division or group of a corporation
which produces all or part of the imported
content of a purchase attracting an offsets.
obligation, irrespective of whether such goods
orservicesare provided directly or indirectiy
through a local representative, agent or
company: or

(b) aprime contractor toan agency of a foreign
government which supplies the imported
goods or services to the Commonwealth
or a State Government.

Purchasing Authority

A purchasing authority i a department or
authority. statutory or otherwize, which must
comply with the requirements of the Australian
Civil Offsets Program when it purchases goods
or services from an overseas supplier.

Research and Development

Research and development means “systematic
investigation or experimentation involving
innovation or technical risk. the outcome of
which is new knowledge, with or withouta
specific practical application or new or
improved materials, products, devices,
processes or services”

In these terms, the elements of research and
development are:

(a) basic research, namely, experimental or
theoretical work undertaken primarily to
acquire new knowledge of the underlying
foundations of phenomena and observable
facts. without any particular application
oruse in view;

(b} applied research, namely, work undertaken
for the advancement of knowledge witha
specific practical application in view:

{c) experimental development. namely, syste-
matic work using the results of basic.or
applied research and/or practical experience
for the purpose of creating new, or improving
existing materials, devices, products.
processes or services.




The following may be included where such
activities are undertaken directly in support
of activities described in paragraphs (a). (b)
or (c)above:

- Industrial design.

- Mathematical design

- Production engineering

- QOperations research

- Mathematical modelling and analysis

- Psychological research

- Computer software development.

Within the broader definition it is intended to
include for offsets purposes but not be limited by
the following:

(a) the design, construction and operation of
prototypes where the primary objective is
technical testing or to make technical
improvements:

{h) construction and operation of pilot plants
not operated or intended to be operated as
commercial production units;

() feedback R&D directed at problem solving
bevond the R&D phase, eg technical problems
arising during initial production runs:

(d} development of computer software, which is
inthe nature of products intended for multiple
sale to multiple clients.

Activities specifically excluded for offsets
purposes are:

(a) market research, testing. development or
sales promotion, including consumer surveys
and advertising;

(b) routine quality control; routine testing of
materials, devices or products except where
such activities are part of the R&D process;

{¢) pre-production activities suchas planning
or demonstration of commercial viability,
tooling up, trial and production runs;

(d) prospecting; exploring or drilling for or
producing minerals, petroleum or natural
gas, or extent and quality determinations
of deposits:

(e} the commercial production of a new or
improved material, device or product or the
commercial use of anew orimproved process:

cosmetic modificationsor style changes

to existing commercial products, processes.
commercial production lines, or other
ongoing operations;

routine data collection except where such
activities are part of the R& D process:
routine computer progranuming or in-house
computer software development not other-
wise associated vithan R&D activity in
paragraph 2(a), (blor (c):

preparation for teaching;

®

(g

(h)

{
g

the commercial. legal and administrative
aspects of patenting, copyrighting or licensing
activities:

(k) standardisation and standards compliance:

() specialised routine medical care, eg. routine
pathology servic

(m)research in the social sciences. arts or
humanities:

(n) R&D activities funded by government grant
or government R&D contract:

(0) management studies and efficiency surveys;

(p) any duplication of existing commercial
products or processes.

Computer Sortwan Development

The eligibility of software research and develop-

ment which forms part of another research and

development project will generally be dependent

on the eligibility of the project of which it forms

apart.

Provided the general definition of research and
development activities is satisfied. computer
software developed for the purpose of sale, rent,
licence, hire or lease to multiple clients may
qualify in its own right, Routine computer pro-
gramniing or in-house software development
would generally not satisfy the requirement.
Similarly, the adaptation of an existing software
product to meet the needs of a particular client
would generally be excluded.
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Technical Risk

Refers tothe principle of uncertainty, that s, it
requires that the probability of obtaining a given
technical outcome cannot be predicted at the
outset with certainty on the basis of current
knowledge or experience.

. Technology Transfer

The transfer of specialised technical knowledge
relating to proprietary processes or products
eitherembodied or disembodied. toan Australian
firm, agency or institution which is not available
in Australia on normal commercial terms;

where,
“embodied” refers to the physical relocation of

goods and covers physical items such as tocling,
materials, components, equipment, blue-prints
and detailed design specifications; and

“disembodied" refers to information that must
be absorbed by the firm if the physical objects
are to be utilised effectively, that is, it relates to'
methods of organisation and operation. quality
control and other manufacturing procedures.
Acquisition of the technology would involve
consultation with the technology supplier..
supervision of the plant installation and design
and the demonstration of operating procedures
and on-the-job training of a firm’s workforce.



Appendix 2

OFFSETS AUTHORITIES

Commonwealth

First Assistant Secretary

Light Industries Division

Department of Industry, Technology and Commerce
51 Allara Street

CANBERRACITY ACT 2601

Ph: (062)76 1000

Fax:(062)761111

New South Wales.

Manager

Business Development Branch

Department of Industrial Development and
Decentralisation

7th Floor

151 Macquarie Street

SYDNEY NSW 2000

Ph:{02)2506829

Fax: (02)2506630

Victoria

General Manager

Government Supply Support Agency

Department of Industry, Technology and Resources

228 Victoria Parade

EAST MELBOURNE VIC 3002

Ph:(03)4188349

Fax:(03)4180770

Queensland

Manager

Defence, Procurement and Offsets Branch
Department of Industry Development

46 Charlotte Street

BRISBANE QLD 4000

Ph:(07)2242098

Fax: (07)2295289

South Australia

Deputy Director

Procurement and Defence Industry Branch
Department of State Development and Technology
63 Pirie Street

ADELAIDE SA 5000

Ph:(08)2168300

Fax:(08)23104.40

Tasmania

Senior Development Executive - Offsets
Tasmanian Development Authority

134 Macquarie Street

HOBART TAS 7000

Ph:(002)206708

Fax: (0021233535
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Commonwealth

Australian National Line

Commonwealth Banking Corporation
Snowy Mountains Engineering Corporation
Medibank Private

Housing Loan Insurance Corporation
Commonwealth Serum Laboratories
Australian Industry Development Corporation
Export Finance and Insurance Corporation
Australian National Railways

New South Wales

The State Bank

(overnment Printing Office

Government Insurance Office

ANTSAT g

Victoria

Victorian Printing Office

Victorian Railway Workshops

Queensland

Tobe advised

South Australia

Government agencies which supply commercial
goods and services in competition with the private
sector and have permanent exemption status under
the National Preference Agreement may receive
offsets exemption on specific overseas purchases
with approval of the Minister in South Australia.
Tasmania

Transport Tasmania (Shipping operations)
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ATTACHMENT 4

Under the new offsets palicy, significant success has been
achieved in shifting the orientation of the information industries.

|

artnerships for
Development: Offsets in the
Information industries

For many years the Commonweallh and
some State Goveinments have hag an
offsets program. Generalty, hese have
required that ransnational corporations
gy wiih Austratian Governments 10 buy

which has prevaledn
countnes, excepl that Ausuahanas tended
avequ:nmnmleve ol offset.
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&vg‘glam, ed.n
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based exportohenied aclwilies

avercome was that, while the offsets
program was consistent with the general
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and industry policy n general, i:
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Iransnational Corparalions in the
fegarding ther
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from the apphication ol the assisting
ofisets program.
Negotiations on Farinership Agveemems
are alfeady underway wih some 15

overaltinvestment plans

— continued toforce Ihe relationship into
one ol ‘bean countng regald-n? sales
to government and discharge of offset
obligations.

As the information [ndustries Statement
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the developmen of Australian information
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9

wih |,rans;\auond‘s folorm ploducg

wold
fiche markets. It was alsomade clear that
here was awave of invesiment in the Asa/
Pacific region by transnationals and thal
Australia needed (o think how it might best
anract such nvesument,

Athird category of offsets agreement has
now been Cleated o answer (hese needs
]l;as 3 °annersn»p Agreament’ whichis

sedon panciples
—twll bevdumamy entered into
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Geveiopment Y o winch Qo beyond salisfynng thew offsets
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ot, 53y, commodies. The (ole of the and SxpOrUMpon falks,
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Undet the new offsels pokcy, sqﬁﬁwl am(pamwrypedactw
ummdmeﬂmwnmnes n sernce, me.wmem
Eanmwmmasﬁmmﬂ emwmamump(oduclsm
ficsson have now signed longer term
o!lsetsagvmmsnmhmeyagmlo ~— product development and compelinve
o et Bt nre, o e pdbepaliioticody
Gevelopment of e, ) X
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Em-enhs however, it became clear — G imnale
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Quiseines for companes engaged in ms nAs
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ATTACHMENT 5

AUSTRALIAN CIVIL. OFFSETS

AGREEMENT
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AUSTRALIAN CIVIL OFFSETS AGREEMENT

PREAMBLE

The Commonwealth of Australia and the States of New South Wales,
Victoria, Queensland, Western Australia, South Australia and Tasmania as
signatories to the Agreement:

2.

recognise that the Commonwealth and a number of States have
adopted different policies requiring suppliers of imported goods and
services to offset a proportion of the value of contracts with new
additional activities in Australia;

acknowledge that the application of uniform offsets arrangements to
procurement of the Commonwealth and States will contribute to the
efficiency and competitiveness of Australian industry and minimise
the avoidance of offsets obligations;

recognise that costs and disruption to business will be minimised and
total industrial benefits obtainable through government purchasing
maximised by a harmonisation of all offsets policies and programs to
the greatest practical extent;

agree that, except as stated elsewhere in this Agreement, where offsets
are required they will be sought in pursuit of the objectives and using
the principles set out here below;

confirm their agreement to the uniform purchasing policy objectives
set out in the National Preference Agreement Memorandum of
Understanding;

agree to establish a policy, to be known as the Australian Civil Offsets
Policy, having a single set of objectives, rules and operating practices
to be administered through the Australian Civil Offsets Program; and
agree on the terms of this document to be known as the Australian
Civil Offsets Agreement.

OBJECTIVE

It is agreed by the signatories that the objective of the Australian Civil Offsets
Program will be:

to contribute fo the enhancement of Australia's industrial and
technological development by establishing internationally
competitive activities within Australia.
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PRINCIPLES

The operating provisions for the Australian Civil Offsets Program will be
consistent with the following principles:

(a)

®

©

)

(e)

where indirect benefits are sought through Government procurement
other than deliverable items under a contract these will be sought
only in the form of offsets directed towards the objective of the
Agreement

(i) all current implicit and explicit dvil offsets programs will be
incorporated in, or undertaken in accordance with the
principles of, the Australian Civil Offsets Program

(ii)  the operating guidelines of the Australian Civil Offsets
Program will be determined by the signatories to the
Agreement and will be publicly available.

Maximum benefits to local industry will be achieved by the
development of long term offsets programs which are not linked
directly to any single Government purchase. These long term
activities may include such arrangements as "Pre-Qualified Offsets
Supplier® and “"Partnerships for Development” agreements.
Programs are to include active participation by the overseas suppliers
of imported goods and services and be closely linked with their
business strategies.

Employment creation, the development of internationally
competitive activities and the adoption of new technologies are
desirable consequences of the pursuit of these principles.

Notwithstanding (b), at the discretion of the responsible
Commonwealth or State Minister, project related offsets may be
sought under contract for the purchase of items outside the scope of
this Agreement. Offsets sought against such purchases should comply
with the Program provisions. Details of all such cases should be
provided to GOPAC.

Proposed offsets activities will not be ‘approved if they do not fall
within the spirit of the objective contained in clause 2 of this
Agreement.

Offsets activities will be valued whenever possible on the basis of
actual contribution to economic activity. The offsets valuation of
approved research and development, training and investment
activities may be multiplied to provide additional incentive for these
activities to be undertaken. The value of the multiplier will be as
specified in the Program "Guidelines", i .
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4.

All signatories to the Agreement will have free and equal access to all
future offsets opportunities arising from purchases by all other
signatories within the scope of this Agreement except where clause 9
() of this Agreement applies.

The benefits to a State arising from involvement in the Australian
Civil Offsets Program shall be at least equal to those benefits which
would have occurted without such involvement in the Program.

Overseas suppliers will be allowed maximum flexibility to undertake
offsets programs. No interstate constraints will be imposed on the
location of approved offsets activities.

It is desirable that the extent of administrative discretion be kept to a
minimum to ensure efficient administration of the Program.

PROGRAM PROVISIONS

Program provisions are as follows:

@)

®)

()

d

(e)

Basis of Obligation - offsets obligations will be established at thirty per
cent(30%) of the imported content of the procurement. Authority to
vary this level will be retained by the relevant Commonwealth or
State Minister. Details of all such cases will be provided to GOPAC.

Thresholds - offsets will be required in respect of any contract nr
aggregated contracts within the scope of this Agreement with a value
of more than $2.5m in any one financial year and with an imported
component of more than thirty per cent (30%). This threshold may be
varied by any Commonwealth or State Minister in regard to purchases
made by their respective purchasing authorities however, any
such variation must be notified to GOPAC.

Obligation to Provide Offsets - the obligation to provide offsets will
generally fall on the overseas supplier.

Administrative arrangements are as set out in the Australian Civil
Offsets Program - Administrative Arrang ts. The Administrative
Arrangeincnts are attached (Annex 1).

Offsets proposals will be approved and valued as specified in the
"Australian Civil Offsets Program - Guidelines for Participants”.
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5. SCOPE

The Australian Civil Offsets Agreement will apply to all civil procurement by
the Commonwealth and initially to procurement of information technology
goods and services by the States

- in conjunction with the Commonweaith, the States will, where
practicable, use their purchasing leverage in respect of other items to
assist the delivery of offsets against all procurement by the
Commonwealth.

The signatories to the Agreement acknowledge the desirability of extending
the arrangements at an early date to cover purchases by the States of all goods
and services. In the interim any offsets or similar arrangements related to
the procurement of goods and services outside the. scope of the Agreement
will be undertaken in a manner consistent with the provisions of 3(a) of the
Agreement.

6. ORGANISATIONS SUBJECT TO THE POLICY

Organisations which are subject to the Policy are Commonwealth and State
Departments and Authorities and a number of organisations in which the
Commonwealth or State Governments have a direct interest, are in receipt of
Government funding or which benefit from a Government bestowed
protective advantage.

7. EXCLUSIONS

Offsets arising from procurement by the Department of Defence, other than
those the Minister for Defence has agreed be managed by the civil Offsets
Authority, are not covered by this Agreement.

8 MONITORING

Monitoring of compliance with the Agreement will be undertaken by
GOPAC which will report annually to the AITC on the implementation of
the Agreement. Signatories of the Agreement will co-operate in the.
monitoring process.
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10.

GRIEVANCE PROCEDURES

In the event of a grievance arising, either as a result of an alleged
breach of the Agreement or on the basis of some other issue related to-
the Australian Civil Offsets Program, any signatory may include an
item on the agenda of the next GOPAC meeting or, if there is no
meeting planned to be held within a reasonable time, may convene a
meeting.

Following consideration of the grievance or the alleged breach of the
Agreement, COPAC may report to appropriate Ministers. If the issue
is not resolved by these Ministers GOPAC may report to the AITC
recommending whether action should be taken in respect of the
alleged breach. A decision may be taken by the AITC on whether a
breach of the Agreement has occurred and on the appropriate action
to be taken.

6] Where the AITC has determined that a particular State has
breached the Agreement, the AITC will consider whether a
sanction should be imposed on that State. This sanction may
include exclusion from the benefits of the Agreement for a
specified period.

(i)  Exclusion from the benefits of the Agreement in respect of a
breach will not remove the obligation of the excluded State
to comply with the requirements of the Agreement during
the period of exclusion.

REVIEW OF AGREEMENT

The Agreement will be of indefinite duration and will be reviewed by the
AITC at two-yearly intervals unless otherwise decided by the AITC.

1L

(a)

®)

COMMENCEMENT DATE

The provisions of the Australian Civil Offsets Agreement will apply
to tenders or bids which are advertised or called for after the first day
of March 1988.

States which have not signed the Agreement prior to this date may do
so later but their involvement in the Program will commence from
the date of their signing.



12.

AMENDING THE AGREEMENT

This Agreement may be amended at any time by a unanimous decision of the
signatories of the Agreement either at a meeting of the AITC or through
correspondence between the relevant Ministers.

13.

WITHDRAWING FROM THE AGREEMENT

Any signatory may withdraw from this Agreement by giving each of the
other signatories not less than six (6) months written notice of its intention to
do so. All offsets placed prior to any signatory withdrawing from the
Agreement shall remain in place and unaffected.

14.
(a)
®)

©

@

(@)

®

()

DEFINITIONS
"AITC" is the Australian Industry and Technology Council.

"Contract-by-Contract™ agreements are those agreements where the
offsets obligations and their planned discharge are associated with a
single purchase.

"Deliverable Items” are the goods or services whese acquisition is the
primary objective of a procurement activity.

“Goods and Services” includes goods or services alone or goods and
services conjointly. ADP software is defined as "goods” for the
purpose of this Agreement.

"GOPAC" is the Government Offsets and Procurement Advisory
Committee.

"Guidelines” are the "Australian Civil Offsets Program - Guidelines
for Participants”.

"Imported Content" is the duty free, free on board value of goods and
services of overseas origin (other than New Zealand) incorporated
into the goods and services.

“Indirect Benefits” are those which are sought by the purchaser which
are in addition to the goods or services whose acquisition is the
primary objective of a procurement activity.
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"Information Technology" represents an aggregate of technologies
that may be applied to the acquisition, processing, storage, display,
transmission. and dissemination of data. by opto/electronic means.
Any data that can be converted to digital form may be included -

speech, pictures, text, and measured quantities as well as normal
numerical data.

"Offsets Authorities" are officials designated by the signatories to
manage the Commonwealth or State responsibilities arising from this
Agreement.

"Partnerships for Development! means that part of the civil Offsets
Program relating to an agreement by an overseas supplier to
undertake certain export and research and development activities in
Australia in return for which the signatories undertake to grant that
overseas supplier exemption from the other requirements of the
civil Offsets Program;

"Pre-Qualified Offsets Supplier (PQOS) Agreements” are
arrangements entered into between Offsets Authorities and an
overseas supplier in which offsets obligations are accumulated and
offsets activities undertaken progressively against an agreed program
without the requirement for the overseas supplier to enter into
individual offsets arrangements in regard to each sale.

“Procurement” includes purchase, hire, lease, rental and exchange.

The term “"State” to include the Northern Territory and the
Australian Capital Territory.
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Annex b

AUSTRALIAN CIVIL OFFSETS PROGRAM
ADMINISTRATIVE ARRANGEMENTS

OBJECTIVE

The objective of these arrangements is to establish an administrative
framework which will maximise the benefits of the Australian Civil Offsets
Program whilst minimising the administrative costs and resources involved.

(a)

®

©

(d)

(e)

(@)

PRINCIPLES

Signatories to the Agreement will have full access to information
related to existing and future offsets comrmitments arising from
procurement by all other signatories to the Agreement.

All signatories will agree to maintain the confidentiality requirements
associated with access to such information.

Representatives of signatories will upon request be included in the
negotiating teams and overseas visits associated with the offsets
activities of all other signatories to Agreement.

There will be a full exchange of information between signatories on
matters such as:

- procurement involving offsets

- offsets opportunities

- visits by overseas suppliers.

Costs assodiated with involvement in the Program will be borne by the
signatory involved.

ROLE OF THE COMMONWEALTH

Co-ordinate Commonwealth/State negotiations assodated with the

Pre-Qualified Offsets Supplier scheme and Partnerships for
Development agreements..
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Co-ordinate Commonwealth/State offsets negotiations assodiated with
purchases by Commonwealth purchasing agencies where arrangements
described under Paragraph 3(a) do not apply.

Decide, in consultation with the relevant State or States, the
acceptability and valuation of offsets proposals associated with
procurement by Commonwealth purchasing agencies and with
procurement of items by the States as defined under Paragraph 5 of the
Agreement

- if the Commonwealth does not respond to a State proposal
within 30 days its approval will be assumed.

- if agreement cannot be reached the proposal will be referred to
GOPAC for consideration.

Through the Australian Trade Commission

- initiate and facilitate offsets related trade development activities
- provide overseas follow up support in regard to offsets
negotiations and activities

- provide overseas marketing support to local participants in the
Program.

Monitor offsets achievements against commitments in regard to
overseas suppliers which are its responsibility and provide a report to
GOPAC annually. Initiate and co-ordinate appropriate action with the
other signatories in cases of non-compliance by offsets obligors.

Establish and maintain an appropriate Management Information
System (MIS) and Electronic Mail System (EMS).

Communicate all relevant information in regard to its offsets activities
and those of its overseas suppliers to the States through the EMS or by
other means. All such information is to be made available to all
signatories.

Provide technical support for the EMS and MIS.

Initially enter all data associated with the Australian Civil Offsets
Program into the MIS.
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4} Support and co-ordinate activities associated with the promotion of the
Australian Civil Offsets Program.

&  Co-ordinate and participate in the development of harmonised
offsets agreements, request for tender and contract clauses.

@)  Co-ordinate the development of the "Australian Civil Offsets Program -
Guidelines for Participants” with State Offsets Authorities,

(m)  Service the offsets aspects of the work of GOPAC and associated working
parties.

4. ROLE OF THE STATES

(a)  Take a leading role, in consultation with the Commonwealth, in
activities associated with the involvement of Australian industry in the
Australian Civil Offsets Program.

()  Take the leading role in offsets negotiations associated with purchases
by their State agendies of goods and services other than those defined in
Paragraphs 3(a) and ().

() Undertake, in consultation with the Commonwealth, the assessment of
offsets proposals and opportunities arising from Paragraphs 4(a) and (b).

(d)  Monitor offsets achievements against commitments in regard to
activities which are its responsibility and provide an annual
consolidated status report to GOPAC.

(e)  Initiate and co-ordinate appropriate action with the other signatories in
cases of non-compliance by overseas suppliers.

()  Support and participate in promotional activities associated ~ with
the national and State aspects of the Program as appropriate.

(@  Participate in the development of harmonised agreements, requests for
tender and contract clauses.

(h)  Participate in the development of the Australian Civil Offsets
Program - Guidelines for Participants.

® Provide all data associated with their offsets activities as specified in
Paragraph 7 to the system manager for entry into the MIS.
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Communicate all relevant information in regard to its offsets activities
and those of its overseas suppliers to the Commonwealth and other
States as soon as it becomes available through the EMS or by other
means. All such information is to be made available to all signatories.

Establish a consultative mechanism in each State to ensure that the
work of the State offsets administration and the offsets related activities
of the State representatives of such bodies as the National Industry
Extension Service (NIES), Department of Industry, Technology and
Commerce and Austrade are conducted in a co-ordinated way.

DELEGATIONS AND RESPONSIBILITIES

Role of Minister for Industry, Technology and
Commerce -

The Minister for Industry, Technology and Commerce, in consultation
with State Ministers, is responsible for:

(a)  Commonwealth aspects of civil offsets policy and
administration, and

®) deciding, in consultation with the relevant Commonwealth
and State Ministers as appropriate, whether the level of
Commonwealth offsets obligation is to be varied for particular
purchases.

The Minister for Industry, Technology and Commerce shares
responsibility with his State colleagues for:

approving civil offsets policy guidelines

deciding an action to be taken in regard to overseas suppliers
defaulting in their offsets commitments.

Role of the Commonweaith Civil Offsets Authority

The C ealth will nominate an appropriate Authority which
will be responsible for the administration of Commonwealth aspects of
the civil Offset Program. The Authority is authorised to enter into
offsets agreements on behalf of the Commonwealth in respect of civil
purchases and those delegated to the civil authority by the Minister for
Defence. ’
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53  Role of State Industry Ministers

The State Industry Minister, in consultation as necessary with the
Minister for Industry, Technology and Commerce and his State
colleagues, is responsible for:

(a) State aspects of civil offsets policy and administration; and

) deciding, in consultation with the relevant Commonwealth and
State Ministers as appropriate, whether the level of
Commonwealth offsets obligation is to be varied for particular
purchases.

The State Industry Minister shares responsibility with the Minister for

Industry, Technology and Commerce and his State colleagues for:

approving civil offsets policy guid-EIines

deciding on action to be taken in regard to overseas suppliers
defaulting in their offsets commitments.

54 Role of State Offsets Authorities
Each State will nominate an appropriate Authority which will be
responsible for the administration of State aspects of the civil Offsets
Program.

6. APPLICATION

The Commmonwealth or State Offsets Authorities will not conclude any contract

or instrument of agreement within the scope of the Australian Civil Offsets
Agreement until the processes described herein have been carried out.

7. PRECEDENTS

Asa designed to ensure consi y of interpretation, continuity of
t and to establish abody of precedent each Offsets Authority is
requu'ed to enter into the MIS, in a standard format, details of all procurement

and associated offsets activities where appropriate.
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Tendering Information
- RFT and draft contract including special provisions
- Value of contract including indexation requirements.

Contract Information

- Supplier(s) including details of overseas primes or
sub-contractors
- Imported content

- Offsets status of the supplier(s).

Approved Offsets Activities

- Detailed outline of activities and value including, R&D,
training, technology transfer, exports, investment, joint venture
arrangements

- " ‘basis of valuation

- assessment procedures/consultation, including reporting and

monitoring arrangements
- Australian recipients:

- plan for acquittal including offsets achievement milestones.

GUIDELINES

The administration of the Program will be based upon the Pindiples,

Program Provisions and Definitions laid down in the Australian Civil
Offsets Agreement. Guidance will be provided by public guidelines

approved by the Governinent Offsets and Procurement Advisory
Committee (GOPAC) and by Commonwealth and State Industry
Ministers,

224



The Australian Civil Offsets Program Information Package will
inclide:

(a) Notes on Commonwealth and State industry strategies,

(b)  Anexecutive summary designed to inform the top- management
of overseas suppliers on the broad principles of the Australian
Civil Offsets Program,

() Information designed to inform local industry,

(d)  Detailed Guidelines.

The cost of production of the Guidelines and assodated publications

will be borne by the Commonwealth.

COMMUNICATIONS

The Commonwealth will make available access to the existing Offsets

Management Information System (MIS) and will establish an Electronic

Mail System (EMS) dedicated to the management of the Australian

Civil Offsets Program.

The Commonwealth will nominate appropriate officials who will be
responsible for:

- managing the MIS

- maintaining a hotline service

- training associated with use of the MIS
- updating the EMS

- servidng offsets aspects of the work of GOPAC and its associated
working parties

- provide a central contact point on all matters
assodated with the Australian Civil Offsets Program



93

- co-ordinating activities associated with the evolution  of the
Program and guidelines
- co-ordinating promotional activities.

The States will keep the Commonwealth Civil Offsets Authority
informed of all significant events related to the management of the
Program and/or enter the information directly into the EMS.,



APPENDIX C

CONDUCT OF THE INQUIRY
List of Hearings and Witnesses

3 April 1989, Cankerra

Department of Industry, Technology Dr D Charles
and Commerce Dr M Fitzpatrick
Mr G Taylor
Mr P Manning
Observers Mr B Boland
Mr W Nelson
Mr' R Henderson
Mr B Janissen
17 April 1989, Canberra
The Institution of Engineers Mr W Rourke
Australian Information Industry Mr R Mounic
Association Ms L Johnson
Department of Administrative Mr A Butler
Services Mr S Skrzypek
Ms G Roper
Mr V Shevchenko
Australian Trade Commission Dr R Webb
Mr G Kelly
Mr R Wilson
QObservers Mr B Boland
Mr W Nelson
Mr B Janissen
11 ¥ay 1989, Canberra
Department of Defence Mr A Ayers
Dr M MciIntosh
. Mr F Harvey
Mr M Welch
Observers Mr W Nelson
Mr G McDonald
Mr G Dodgson
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12 May 1989, Canberra

IBM Australia Ltd

Observers

8 June 1989, Canberra

Department of Industry, Technology
and Commerce

Export Promotions International
Corporation Pty Ltd

Observers

13 June 1989, Canberra

Department of Industry, Technology
4 and Commerce

Observers

23 June 1989, Canberra

Department of Defence

Observers
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List of Submissions

Australian Information Industry Association Limited
Australian Trade Commission

Denis M. Gilmour and Associates

Department of Administrative Services
Department of Defence

Department of Finance

Department of Industry, Technology and Commerce
EPIC Pty Limited

IBM Australia Limited

Metal Trades Industry Association of Australia
Port Kembla Marine Pty Ltd

Professor W.A. Sinclair

The Institution of Engineers, Australia

Some of the above departments, organisations and individuals have
forwarded more than one submission to the Committee during the
Inquiry. Parts of some of the submissions listed above have been

supplied on a confidential basis.
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